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Announcement 


Faculty Up-gradation Programme in Environmeital Economics at Undergraduate level 

The First four-week Faculty Upgradation Programme inEnvironmental Economics at undergraduate 
level under the World Bank Aided Environmental Management Capacity Building Technical 
Assistance Project will be held at the Indian Statistcal Institute, Calcutta, during 1 November 
to 26 November. 1999. 

Applications are invited from College and Universityteachers and also teachers in engineering, 
management and law colleges/iinive.-sities who are teaching or are likely to teach in the near 
future environmental economics course at the underg’aduate level. Priority will be given to eligible 
candidates from the States of Bihar, Orissa, Assam, Tripura, West Bengal, and tne other North 
Eastern States. 

Eligi bility 

1) Minimum of 55 per cent of marks in M.A./M.SC. as per UGC regulations. 

2) At least 5 years of teaching experience and preferably some knowledge of quantitative 
techniques. 

3) Other things being equal, preference will be given to teachers who are currently teaching 
environmental economics at the undergraduate level. 

4) Age below 50 years as on 1 November, 1999. 

Cost 

The entire cost of selected candidates for participating in the programme will bo met by the 
Indian Statistical Institute, funded under the project. This shall include either 1st class or 2nd 
class AC travel by train or bus including incidental expenses during travel, board and lodging 
at the Institute and supply of course material. All outstation participants will be provided 
accommodation on campus. The Iccal participants may commute for which they will bo paid a 
fixed travelling allowance besides working lunch 

Application, through proper channel, from the prospective participants with full details about 
educational qualification, teaching and research experience, if any, current institutional/university/ 
college affiliation should reach. 


Professor Robin Mukherjee 

Course Director 

Indian Statistical Institute 

Economic Research Unit, 203 B.T. Road, 

Calcutta ~ 700035, 

Telephone: 577-8085/86/87. Ext. 2600 
Fax: 577-6680 .577-6033 

E-mail: robin@isical.ac.in 


By IS September, 1999. 
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Growth and Structural Change 

A comprehensive and consistent .set of macro-economic data for the Indian 
economy integrating the national accounts statistics of the CSO with the 
balance of payments and monetary data of the RBI as well as the fiscal 
daui on the budget financing operations of the government of Inditt for the 
48-year period from 1950-51 to 1997-98. Integrating the haste iime-scrtes 
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Hindu Nationalism in Indian Politics 
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LETTERS TO EDITOR 


The Real Surrender 

ALL the Vaj payee-bashing reviews of 
the recent conflict in Kargil started at 
least with a ritualistic tribute to the valour 
of the Indian jawan. Against this back¬ 
ground. your edit of July 10 does indeed 
stand out both for its anti-government tirade 
and the belittling of theindian armed forces. 
The recent denouement in Kargil may not 
be much of an Indian triumph. But to say 
that the “Pak retreat is not attributable to 
the Indian jawans” as you a.s.scrt is still 
hard to take. One can readily believe that 
the US president did plenty of arm-twist¬ 
ing. But is it conceivable that the Pak 
forces would have accepted his meddling 
meekly and withdrawn to their barracks 
on the Pakistani .side if the Indian forces 
had simply waited with folded hands?There 
had to be a superior show of force by the 
Indian jawans on the front “which com¬ 
pelled the Pakistan authorities to accept 
ground realities” as you say in the next 
sentence and Indian intellectuals should 
be ready to accept the fact. Credit should 
go where it is due, independent of how 
“Vajpayee and his comrades try to derive 
maximum electoral advantage” from the 
outcome. The record of Vajpayee and his 
comrades is not so scintillating that one 
needs to invent a virtual stick to beat them 
up with. 

Certainly “no quarters ought to be given 
any illusion”, as you rightly observe. One 
should also not try and create new illu¬ 
sions. How can your statement that 
“multi laterisation has come about now, 
something that we have resisted for half 
a century” be reconciled with facts? 
Pray, who took the Kashmir question to 
the UN half a century back? Who medi¬ 
ated in 196S and where was the accord 
signed at that time? Bilatcralisation did 
come into play at Shimla in the early 
seventies, but that was because Pakistan 
was under compulsion at the time. Sure 
enough, there was no follow-up action 
afterwards as soon as the element of 
compulsion (90,000 PoWs) disappeared. 
A logical follow-up as the first step would 
have been to withdraw the complaint 
Irom the UN. relieve the UN observers 
from the 1 jiC and then start a meaningful 
dialogue with Pakistan about solving 
the problem. The Indian government 


cannot do that because it has no clear 
idea what to propose to Pakistan or per¬ 
haps because what it wishes to propose 
(convert the LoC into a permanent 
boundary) will not be acceptable to the 
Indian public, leave alone the Pakistani 
public. 

According to reports in Washington 
papers, Vajpayee pointed out to the 
American president that the Indian govern¬ 
ment would soon be compelled to take 
strong action against Pakistan, if the 
aggression was not halted. This does 
not sound very ‘panicky*. Yet one may 
accept your description that Indian 
diplomats panicked and “an appeal went 
out to president CIinton...composed in 
elliptic language”. Are your statements 
that “our government has, for all prac¬ 
tical purposes, given in on the nuclear 
issue. It could be persuaded to make a 
similar surrender over Kashmir” models 
of incisiveness and clarity? It seems 
that you first make an unsupported as¬ 
sumption that the government has al¬ 
ready taken a certain decision and then 
go on with some extrapolatory logic 
that it “could make similar surrender over 
Kashmir”. Incidentally, could you en¬ 
lighten the readers about what, in your 
view, does and does not constitute 
“surrender over Kashmir"? Does a pos¬ 
sible “trade-off of some real estate in 
Jammu and Ka.shmir for a steadily rising, 
luxurious standard of living” to use 
your words, constitute a surrender over 
Kashmir? If not, what, in your view, is 


‘victory’ in Kashmir and surrender in 
Kashmir? 

Let us assume for a moment that the 
Vajpayee government supplicated the 
US president. Can we categorically say 
that no earlier government did so? Why 
is it that the earlier governments did not 
succeed in getting the US president to 
twist the arms of Pakistan? The fact of 
the matter is, in US eyes today, American 
interests are better served for the moment 
by humouring India rather than Pakistan. 
I readily agree with you that on another 
day, today’s only superpower would as 
quite as easily try and twist India’s arms 
if it would serve its interests and if it 
thought that it could get away with it. 
All this means is that India has to be 
vigilant about it, not get enmeshed in 
globalisation of its economy and become' 
a neo-colony of the first world. Unfortu¬ 
nately, none of the political parties 
sporting leftist labels is ready to work for 
this. The only feeble efforts against 
globalisation of the economy or tying 
up the Indian economy to the IMF and 
to the interests of the G-8 countries 
have come from an RSS-affiliatc. On the 
other hand, in the guise of making this 
country safe for ‘.secularism’, the one-time 
leftists are ready to swallow hook, line and 
sinker the globalisation line that 
Manmohan Singh and his ilk are dangling 
before them. What has EPW to say on 
that? 


Mumbai 


J V Deshpande 


Special Issue 

ELECTORAL POLITICS IN INDIA 

August 21-28, 1999 

What are the issues before the electorate in this election? What are the 
factors that have affected the outcome of the polls in the past? What 
is the social base of the emerging political configurations in the states? 
Why have old alliances disintegrated? 

Incisive, facts-based analysis of electoral politics in India across states, 
castes and communities. 

For copies, write to Economic and Political Weekly, Hitkari House, 
6th Floor, 284 Shahid Bhagatsingh Road, Mumbai 400 001. 
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State under Stress 

A PRESIDENT who calls up an individual minister to 
discuss a cabinet decision that the minister is widely 
known to have opposed. An Election Commission that 
arrogates to itself the power to pass scathing remarks on 
government decisions and to offer what the government was 
constrained to call gratuitous advice to the judiciary regarding 
what points of putative governmental misconduct it should 
apply its mind to while hearing a petition against the 
government. A high court that transfers, almost casually, the 
. cxecutive’sconstitutionallyordainedpowerofpolicy-making 
’ to the legislature. These are symptoms of strain within the 
state as its component parts corrode or lose co-ordination. It 
is imperative to recognise the problem and carry out pre 
emptive maintenance. 

K R Narayanan will undoubtedly go down as one of India’s 
most active presidents. More active than is good for the 
country, say some. On balance, this as yet appears too harsh 
a Judgment. As per the Constitution, the president acts 
according to the advice of his council of ministers. The 
president can, if he wants to, send a piece of advice back to the 
council for reconsideration. If the council of ministers sticks 
to its original advice, the president has little option other than 
to follow that advice. F^sident Narayanan has had more 
occasion to demur than had most presidents in the past, when 
presented with the cabinet’s advice. 'The first time he returned 
the cabinet's advice for reconsideration was when the United 
Front council of ministers led by Inder Gujral wanted him to 
dismiss the Kalyan Singh government in Uttar Pradesh, on a 
hurried recommendation by governor Romesh Bhandari who 
considered it unnecessary to test the chief minister’s majority 
on the floor of the legislature. Then president Narayanan's 
activism had been hailed by democratic opinion in thecountry. 
And the council of ministers did not muster courage to submit 
its rejected advice another time. The experience was repeated 
when the Vajpayee-led council of ministers recommended 
president’s rule in Bihar, in the wake of violent disruptions of 
law and order in the sUde. However, the president did not 
come in the way when the cabinet reiterated the advice after 
yet another massacre. 

The president’s decision, on die eve of the last independence 
day, to be interviewed on television, instead of reading out a 
^leech iqjproved by die cabinet had stirred controversy. Bui 
I Narayanan had stoudy defended the government’s policies, 
incliKling the decision to carry out nuclear tests. A less liked 
show of presidential autonomy was when Nuayanan opined 
in favour of reserving space on the Su|»eme Court bench for 
members of the scheduled castes and scheduled tribes. 


Presidential activism went into overdrive after the fall of the 
Vajpayee government. There was resentment that he gave 
Congress president Sonia Gandhi a second chance to muster 
a majority. After the failure to form an alternative government 
and dw country was saddled with a government that did not 
have a parliament to draw authority from and be accountable 
to, the presidentdecidedtotum positively activist. His decision 
to call for files and hold discussions with relatively Junior 
officials on more than one occasion has invited adverse 
comment Even more unease has been created by the president’s 
consultation on the telecom policy with the man who was 
relieved of ministerial responsibility for telecom because of 
his disagreement with the policy that the prime minister’s 
office finally pushed through. The'president’s decision to 
weigh in with his own endorsement of the opposition’scall for 
a Rajya Sabha session specifically to discuss Kargil gave rise 
to whispered charges of partisanship. How should the 
president’s conduct be evaluated? 

The first question is whether the president is anything more 
than an animated rubber stamp. While he is b^nd by the 
advice of the council of ministers, the glorified rubber stamp 
analogy is unsatisfactory even as acaricatureof the president’s 
role. Rubber stamps cannot return advice for reconsideration. 
Even more pertinently, a mere rubber stamp’s reluctance to 
accept advice would not deter the giver of the advice from 
proffering it again, with.out a second thought. A request from 
the president for reconsideration of a cabinet recommendation 
is politically embarrassing for the cabinet precisely because a 
great deal of moral authority vests in the president. This is so 
because the president is expected to be a statesman who would 
convert his experience and stature into a mend sounding 
board, conscience as it were, of the government. Now. a good 
conscience would lead you to better things and a bad conscience 
could give you acidity and hypertension, but conscience 
really cannot stop you from doing something you want to. The 
fact is that the president cannot impose his will on the 
government beyond a point. The government went ahead with 
the telecom package and did not call the Rajya Sabha session, 
in sfute of presidential wishes. In the nmmal course, pariiament 
keeps the executive in check. When the Election Cornmission’s 
failure to hold swift elections after the dissolution of the 12th 
Lok Sabha created a situation in which the government has to 
function for a longish period without a parliament to report to, 
there is a case for the government’s conscience to play a more 
vigilant role than in normal times. All of Narayanan’s extra- 
mdinary actions have to be Judged in that context. And to the 
credit of both the president and the i»ime minister, their 
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relationship has been devoid of unseemly 
cuntlict, even if marked by intrusive give 
and take. 

The more interesting question is what 
would happen when the amoral disregard 
for constitutional propriety that has gained 
much ground in the stales progresses to the 
centre. A govcrnoi has the option of refer¬ 
ring improper laws formulated by slate 
governments to the president. If the presi¬ 
dent finds himself being pressed with 
amoral advice, what should he do? His 
oath of office mandates him to uphold the 
Consiilution. This cannot mean blindly 
lollowing the advice ol his council of 
ministers. If the council of ministers makes 
an unconstitutional recommendation, the 
president would violate the Constitution 
both if he accepted such advice and if he 
turned it down. In such an eventuality, it 
should be open to him to .seek the advice 
of the .Supreme Court. 

Unlike the president, the Election Com¬ 
mission can prevent the government from 
doing things, at least by creating moral 
opprobiium over violation of the model 
code ol conduct as guarded and intci- 
preted by the commission, it not by legal 
.sanction. The Election Commission's 
remarks against the government on the 
telecom package appear wholly inappro¬ 
priate. 'i'lie commission’s mandate is 
merely to hold fair elections, not to hold 
up governance or sit in judgment over the 
government I'hc commission would do 
well to concentrate on its job. 

That other organs ol the stale leel en¬ 
couraged to take liberties with the exe¬ 
cutive says something to say about the 
state of the executive itself. It has compro¬ 
mised Itself thoroughly. And no political 
party can escape blame lor this. And they 
alone can redeem the polity Irom its on¬ 
going moral and institutional deterioration 

PHARMACEUTICALS 

Rational Move 

THE wheels of government turn, but 
slowly. The more than 15-ycar old efforts 
of health activists are paying off Last 
month the Brihanmumbai Municipal 
Corporation (BMC) relea.sed irlist of es¬ 
sential drugs along with .standard treat¬ 
ment guidelines to he used in its hospitals 
and iiisiiiutions. This would mean that the 
list will foim a base for the purchase of 
medicines. This will go a long way in 
cutting costs as well as providing the most 
"Ppiopriaic medicines to patients. To 
appreciate the sigriirieance of this it is 
necessary to take a look at some facts. 
Firstly, Mahar,ishtra and espcetally the 
Mumbai region account for a substantial 
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proportion of pharmaceutical production 
in the country. This means that the indus¬ 
try can and has wielded considerable clout 
in the policy-making bodies of the state 
and the city. Secondly, the BMC, unlike 
any other corporation in the country, runs 
three large teaching hospitals as well as 
several large public hospitals all over the 
city. This means that the BMC is one of 
the largest buyers of pharmaceutical prod¬ 
ucts in the state. So any policy it adopts 
with regard to pharmaceuticals will affect 
the industry considerably. The BMC’s move 
is thus noteworthy and commendable. 

The preparation and use of an essential 
drugs list has been a long-standing de¬ 
mand of the drug consumer and health 
movement. Such a list, it was felt, was a 
first step towards weeding out irrational 
and useless drugs as well as prescription 
practices. The demand has a long histoiy 
in the subcontinent. It may be recalled that 
the Hathi Committee had firtit made such 
a suggestion, which of course was com¬ 
pletely ignored. In fact, it was Bangladesh 
which took up the recommendation and 
put in place a tlrug policy which has been 
much written about, weeding out not only 
dangerous drugs but unnecessary drug 
combinations as well. For over a dccudc 
health activists in India have attempted to 
evolve and have the central ministiics 
accept such a list. However, the centre has 
been content to depend on the recommen¬ 
dations oflhc drug technical ad vi.sory board 
on weeding out hazardous drugs. But these 
recommendations have often been chal¬ 
lenged in the courts by the companies 
manufaciurir.g the preparations and a ban 
on the drugs has been successfully stalled. 
Some years ago an attempt at coasolidat- 
ing the sever,il such cases in different 
courts of the country was made in the 
Supreme Court. In the course of this the 
apex court ordered the first public hearing 
on a banned drug which saw extensive 
participation by drug consumer bodies 
and those who had been adversely af¬ 
fected by the drug, which was subsequently 
banned. However, there is to this day no 
comprehensive list of bannablc drugs. 

For the first time some years ago the 
Delhi government adopted an c.sscntial 
drvg.s list as part of its rational drug policy. 
Now wiiii the BMC adopting .such a list, 
it should he easier to move towards ra¬ 
tional drug use at the national level, least 
in the public sector in health care. Not that 
other experiments have not been taking 
place elsewhere. For instance. Madhya 
Prade.sh under the guidance of the WHO 
IS moving towards handing over 60 per 
cent of its drug budget to the panchayats. 
As several studies have shown, often PHCs 
are stocked with inappropriate drugs and 


insufficient quantities of the necessary 
ones. With an essential drugs list and a 
good grasp of the health profile in the 
panchayat area, it .should ^ possible tc 
stock the primary health care network with 
appropriate medicines. It is curious that 
.states like West Bengal with a Left Front 
government continuously in power for so 
long should not have attempted to adopi 
a rational drug policy for its hospitals and 
health institutions. 

RAILWAYS 

Accidents Will Happen 

OVER the last five years there have been, 
on an average, 1.2 railway accidents every 
day somewhere in the country. More than 
66 per cent of these have been recorded 
as being due to failure of railway staff. 
Given this it is hardly surprising that the 
ghastly di.sa.ster at Gaisal, when the 
Guwahati bound Assam-Awadh ExprQS.s 
collided head-on with the New Delhi bound 
Bramhaputra Mail, occurred. It may bt 
that human failure is prompted by othci 
failures, administrative, political or tech¬ 
nical. And certainly these need to be taken 
serious note of and remedied. But there 
can be no condoning the human failurc.s 
in the recent accident; the dereliction ol 
duty on the part of the railway staff ai 
Kishanganj. some 90 ktn from the acci 
dent site, who failed to manually lock th' 
tracks to set the train on the right track, 
the failure of the staff at the two level 
crossings .soon after Kishanganj who 
should have noted the track on which the 
train was travelling; the eomplaccnec ol 
the driver who failed to notice that mi.stake 
even though there were enough reasons 
for an alert driver to have done so; Ih' 
incfriciency of the stafi including the 
assistant station manager at Panjipam 
who saw the tiain through the station 
without noticing that the train was on the 
downline hurtling towards the oncoming 
Brahmaputra Mail; the callous irrespon 
sibility of the station staff at Gaisal, who 
having failed to notice the train was on 
the wrong track, fled the scene when the 
accident occurred immediately afterward.s 
without bothering to transmit the disaster 
information and secure help for the victim.^ 
of the disa,ster in the shortest possible 
time; the questionable decision of the 
concerned staff to send the urgently re¬ 
quired crane on a route which look twice 
the time to travel to the scencof the disaster 
The accident could have been averted or 
its impact mitigated if the staff at any oi 
these points had been minimally efficient. 

It would be all too easy to ‘take action' 
against the concerned railway staff. Ami 
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certainly there is need to do that. However, 
the larger questions have to do with two 
issues; one, a qualitative enhancement of 
the attention devoted to averting disasters 
in the railway organisation as a whole; and 
two, why is it that so-called human failure 
on the part of the railway staff accounts 
^or such a large proportion of accidents? 
In this day when telecommunications are 
making such an impact on our daily live.s 
and the country has embarked on what is 
described as an information revolution, it 
is incredible that apart from signals, manual 
and electrical, there is no way that a driver 
of a high-speed locomotive can commu¬ 
nicate with the station or signal staff. This 
should have been a high priority task - 
far more important than introducing new 
U-ains or even perhaps laying new tracks. 
And yet, even the Status Paper on Indian 
Railways docs not list this a projected area 
of development. Technology, it says, has 
a significant influence on safety, and lists 
several measures under implementation, 
such as track circuiting and an auxiliary 
^warning system for giving advance warn¬ 
ing to drivers on signal aspects. But 
nviwherc is efTicicnt communication be¬ 
tween the driver and the operating staff 
considered important. The railways, it is 
not at all surprising to note, spend on 
signalling and communications less than 
2 per cent of what it spends on wages. 

Much has been .said about the role of 
hum.an fai lute i n accidents and often it comes 
down to dismi.ssing low-lcvcl staff imme¬ 
diately responsible I lowever, inefficiency 
and dereliction of duty are closely related 
to the ethos of an organisation and the 
standards .set by those in authority. More¬ 
over, safety exercises need to be planned 
and executed so that there is not only 
^ preparedness but a consciousness all-round 
.ihout the immense responsibility that 
■ railway staff shoulder Unfavourable work¬ 
ing conditions and long duty hours have 
often been listed as associated cau.ses of 
human failure, but nothing much has been 
done about them. Sadly, railway staff unions 
have not taken up issues of safety cither 
News reports immediately after the 
accident noted that the railway minister 
had been pressing for a reconstitution of 
the railway board pointing to the current 
board’s inability to attend to policy mat- 
leis, especially with reference to safety. 
It is significant that although five .senior 
officers have been suspended, the senior 
zonal railway manager has only been asked 
to proceed on leave, with none of the other 
lop bureaucrats, not even the divisional 
manager who did not even bother to come 
to Gaisal, apparently receiving any rep¬ 
rimand. The fact that most railway acci¬ 
dents have occurred due to failure of 


railway staff over the decade should alert 
the government to the fact that far more 
drastic measures need to be taken and 
policy decisions made making safety a 
priority concern, more important than the 
expansion of the system. The 62,495 km 
of track route need to be made safe for 
the 12 million passengers who travel on 
some portion of it everyday. The commis¬ 
sion of inquiry will no doubt take its time 
in producing the report which will lie 
gather dust .somewhere. In the current 
context, with a government comprising an 
alliance of parties in the throes of fighting 
an election, it is a moot question whether 
anything concrete will happen and Gaisal 
has no doubt already been relegated to the 
backrooms of the railway board. 

TOBACCO 

Fighting Back 

ONE day, in response to a public interest 
litigation, the Kerala High Court orders 
a ban on smoking in public places, ruling 
that pa.ssivc smoking is a violation of 
human rights as well as fundamental rights 
of citizens. Within days of the ban on 
smoking in public places becoming effec¬ 
tive, a so-called Human Rights group, by 
the name Tonicderation of Human Rights 
Organisations', urges the stale govern¬ 
ment to put in abeyance the ban on smoking 
in public places ordered by the high court. 
The grounds offered by this organisation 
in favour of holding in abeyance the ban 
on smoking is that it is nece.ssary "to give 
people lime to kick the habit”. Obviously, 
the group advocates suspending the smok¬ 
ing ban because it is not considered enough 
for the habitual smoker to smoke in pri¬ 
vate. Or is it that some special satisfaction 
is derived from smoking in public and that 
too in public places? Interestingly, while 
asking fur the ban to be kept in abeyance, 
the organisation referred to above does not 
indicate how long the ban should, in its 
Judgment, be suspended to give smokers 
enough time to "kick the habit" of smok¬ 
ing in public. 

On the eve of the No Tobacco Day 
observed worldwide on May 31, a pres¬ 
sure group cal led the ’Tobacco Institute of 
India', .set up and funded by the tobacco 
industry, came out with a statement against 
any attempt nn the part of the government 
to restrict the demand for tobacco. It spoke 
of tobacco “as a personal choice product 
fur the adults", unmindful of the harm the 
exercise of .such .so-called personal choice 
causes, and that too not only to the users 
of tobacco but also to those around them. 
It is well established that passive smoking 
can be extremely harmftil to people's health 


and the Kerala High Court has given its 
verdict in favour of an immediate ban on 
smoking in public in order to protect the 
rights of the non-smuking public. 

It is true that currently 40-50 lakh persons 
are engaged in the cultivation and manu¬ 
facture of tobacco and tobacco products 
including beedis in our country. At the 
same time, it has to be remembered that 
between 6 and 10 lakh persons die every 
year on account of tobacco-related ill¬ 
nesses. Three to four times that number 
are sick and arc disabled for that very 
reason. The question .we have to seriously 
a.sk ourselves is whether we must continue 
enduring this cost, in terms of mortality 
and morbidity affecting between 25 and 
40 lakh persons annually, for the sake of 
employment of40-50 lakh persons. Should 
we not, instead, think seriously about 
alternative avenues of gainful employ¬ 
ment for the people likely to be displaced 
as tobacco-ba.scd agriculture and industry 
decline as a consequence of reduced 
consumption? 

The tobacco lobby has also rai.scd the 
spectre of revenue loss to both central and 
state governments as a result of reduced 
consumption of tobacco. According to 
one estimate, planted in the media, the 
offtake of cigarettes in Kerala has declined 
sinceJuly 1 by 30 per cent. Ifthis is really 
true. It should he considered as an ex¬ 
tremely posiiivc consequence of the en¬ 
forcement of the high court’s verdict. This 
would mean not only that passive smok¬ 
ing in the stale would decline sharply as 
a consequence, but also that the incidence 
of tobacco consumption among the smok¬ 
ers would come down substaniiully. I'he 
positive impact of this reduced consum¬ 
ption of tob.icco would be enormous on 
the people's health. 

There can be .scrioas doubt, however, 
about the correctness of Ihecslimated sharp 
decline in the offtake ol cigarettes m the 
state. The purpose of giving out such an 
exaggerated picture ot the impact is per¬ 
haps to put some fear into the minds of 
slate governments, faced as most of them 
already are with a difficult financial situ¬ 
ation. Logically, the ban on smoking in 
public may have very little impact on the 
demand for cigarettes or other tobacco 
products. The likelihood on the other hand 
IS that smokers will shift to smoking more 
in private, rather than reducing the number 
of cigarettes or bcedis they smoke every 
day. Of course, smoking in private also has 
its hazards, because it will expose women 
and children, the passive smokers within 
a family, even more to the harmful effects 
of passive .smoking. The question then is 
bound 10 arise whether some re.siriclion is 
not called for even on domestic smoking. 
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CURRENT STATISTICS _ EPW Rc««arch Foundation 

With die cleaning of the monetary data, Mj growth is found to have slightly accelerated, essentially as a result of a more rapid growth 
in currency. This is not due to a higher growth of bank credit to government, but because of (a) higher credit to commercial sector, (b) larger 
accruals of foreign currency assets, and (c) drastically reduced expansion of net non-monetaty liabilities of the RBI. 

Macroeconomic Indicators 


_ Vsiisdon (Per Cent): Point-to-ftiint 

lades Numbers of Wholesale Weights July 24. Over Over 12 Months Fiscal Year So Fsr 1998-99 1997-98 1996-97 1995-96 
Priem (1981-82 = 100) 1999 Month Latest Previous 1999-2000 1998-99 


All Commodities 

100.00 

357.40 

0.1 

1.2 

8.8 


0.9 

4.8 

5.0 

5.3 

6.9 

5.0 

Pnmary Aiucles 

32.30 

382.90 

0.3 

0.2 

13.1 


0.8 

9.9 

9.3 

5.5 

7.0 

5.4 

Food Ankles 

17.39 

450.20 

0.7 

1.0 

14.8 


2.5 

13.4 

11.7 

4.0 

9.6 

9.8 

Non-Food Anreles 

10.08 

370.50 

-05 

-2.2 

12.5 


-3.3 

6.3 

7.5 

8.5 

3.5 

-1.9 

Fuel. Power. Light and Lubricants 

10.66 

395.00 

0.1 

4.0 

8.8 


4.1 

-1.1 

-1.2 

11.4 

16.9 

3.7 

ManufiKtuied lYodticts 

57.04 

335.90 

-0.1 

1.2 

5.4 


0.4 

2.9 

3.8 

4.0 

4.9 

5.0 

Food Products 

10.14 

341.60 

-0.9 

-1.8 

8.3 


-0.1 

6.8 

4.9 

5.5 

14.1 

-0.7 

Food Index (computed) 

All Commodities (weeldy avenge basis) 

27.53 

410.19 

0.2 

0.1 

12.7 


1.7 

11.2 

9.5 

4.5 

11.1 

6.3 

(Aprd 3-July 24. 1999) 

100.00 

356.6 

- 

5.6 

5.3 


3.2 

7.0 

6.9 

4.8 

6.4 

7.8 


Latesi 





Variation (Per Cent); Point-to-Poinl 



CostorUvInglndlcas 

Month 

Over 

Over 1 

2 Months 

FtKaLYear Sd Far 

1998-99 

1997-98 

1996-97 

1995-% 

1994 95 

Month 

Latesi 

Previous 

1999-2000 

1998-99 






Industrial Workers (1982=100) 

420.(F 0.2 

5 3 


__ 

SI 

5.0 

8.9 

8.3 

10.0 

8.9 

9.7 

Urban Non-Man Emp (1984-85=100) 

346.(F 0.6 

6 1 



SI 

4.5 

9.0 

7.2 


8.2 

9.9 

Agn Lab (1986-87=100) (Link factor 5.89) 301.(P 1.0 

6.7 

mm 


il 

3.7 

88 

3.8 

10.5 

7.2 

II.1 


I Money and Banking (Rs crore) ___ Vsfintion 

July 16. _Fisc al Year So Fsr 



1999 

Over Month 

Over Year 

1999-2000 

1998-99 

1998-99 

1997-98 

1996-97 

Money Supply (Mi) 

1016401« 

-2831 (-0.3) 

158464(18.5) 

50252(5.2) 

37653(4.6) 

145865(17.8) 

1184.36(16.9) 

97841(16.2) 

Cuirency with Public 

182878 

-2264(-I.2) 

276(G(17.8) 

12759(7.5) 

9272(6.4) 

24115(16.5) 

1.3917(10.5) 

13829(11.7) 

Deposit with Banks 

828638« 

-329(neg) 

130472(18.7) 

36419(4.3) 

27427(4.1) 

121479(18.1) 

104174(18.4) 

84162(17 5) 

Net Bank Credit to Govt 

419192 

7088(1.7) 

51412(14.0) 

32520(7.5) 

37189(11.2) 

56080(17.0) 

41973(14.5) 

30840(12.0) 

Bank Credit to CommI Sector 

498379 

9103(1.9) 

64259(14.8) 

11436(2.3) 

1381(0.3) 

54204(12.5) 

56431(15.0) 

31659(9.2) 

Net Foreign Exchange Assets 

153205 

-I0Il(-0.7) 

27387(21.8) 

457'’(3.1) 

-752(-0.6) 

22064(17.4) 

21072(20.0) 

23356(28.4) 

Reserve Money (July 23) 

263561 

-2796(-l.0) 

38.591(17.2) 

4341(1.7) 

-1431(0.6) 

32818(14.5) 

26417(13.1) 

5527(2.8) 

Net RBI Credit to Centre $ 

155095 

1186(0.8) 

5451(3.6) 

%78(6.7) 

16028(12.0) 

11799(8.8) 

12915(10.7) 

1934(1.6) 

RBI Credit to Bks/Canm Sector 

23127 

-2633(-l0.2) 

9269(66.9) 

-2360(-9.3) 

-l424(-9.3) 

10205(66.8) 

2029(15.3) 

-15557(-54.0).. 

Scheduled Commercial Banks (July 16) 









Deposits 

733808(» 

4391(0.6) 

115136(18.6) 

24716(3.5) 

20188(3.4) 

118837(19 9) 

92835(18.4) 

7I780(16J) 

Advances 

372"’15 

6280(1.7) 

49319(15.3) 

6711(1.8) 

-683(-0.2) 

41924(12.9) 

45677(16.4) 

24387(9.6) 

Non-Food Advances 

350018 

5995(1 7) 

44323(14.5) 

831(0.2) 

-5899( 1.9) 

37593(12.1) 

40790(15.1) 

26580(10.9) 

Investments (for SLR purposes) 

279077 

2490(0.9) 

43033(18.2) 

24958(9.8) 

17339(7.9) 

35414(16.2) 

28192(14.8) 

25731(15.6) 

Commercial Investments and 









bills rediscounted with FIs 

52659 

2086(4.1) 

15803(42.9) 

3915(8.0) 

4991(15 7) 

16879(53.0) 

12324(63.1) 

4168(27.1) 


« Includes Rs 17.945 citire on accouni of proceeds from RlBs since August 28. 1998: escluding them the year-on-year and the 1998-99 fiscal year growth of money supply 
would be 164 per cent md 15.6 per cent. lespecnvely. Likewise, baidt deposits without RlBs grew by 15.7 per cent and 155 per cent, respectively. $ after closure of govt accounts. 


Index Numben of Industrial 
Pradnetiaa (1993-94=100) 

Weights 

March 

1999 



Full Fi.scal Year Averages 


1998-99 

1997-98 

1996-97 

1995-96 

1994-95 

General Index 

100.00 



142.8(3.8) 

137.6(6.6) 

179.0(5.5) 

122.3(12 8) 

108.4(8.4) 

Mining and Quarrying 

10.47 



120.3{-l.7) 

122.4(5.9) 

ll5.6(-2.0) 

117.9(9.6) 

107.6(7.6) 

Manulacluring 

79.36 

159.2 


146.3(4.1) 

140.6(6.7) 

131.8(6.7) 

123..5(13.8) 

I08..5(8.5) 

Electncily 

10.17 

152.2 


138.4(6.5) 

130.0(6.6) 

121.9(3.9) 

.17.3(8.1) 

108 5(8.5) { 


Aususi 6. 

Month 

Year 

1999-2000 So Far 1998-99 


End of Fiscal Year 


Capital Market 


Ago 

Ago 

Trough 

Peak Trough Peak 

1998-99 1997-98 

1996-97 


BSE Senstuve Index <1978<79»100) 

4575(47.8) 

4333 

.3096(-31.5) 

3245 

4729 

2783 

4281 

3740(-3.9) 

3893(15.8) 

3361 (-0.2) 

BSE-lOO (1983-84=100) 

2010(46.3) 

1871 

1.374(-30.2) 

1409 

2047 

1242 

1890 

1651 (-2.7) 

1697(15.9) 

1464(-5.5) 

BSE-200 (1989-90=100) 

458(44.3) 

428 

317(-27.4) 

322 

468 

289 

429 

380(0.8) 

377(14.9) 

328(-5.0) 

S and P CWi-50 (Nov 3. 1995=1000) 

1317(45.9) 

1241 

903(-30.2) 

931 

1349 

812 

1213 

l078(-3.5) 

1117(15.4) 

%8 

Skindia GDR Index (Jan 2, 1995=1000) 

875(.37.4) 

884 

6.17 

581 

980 

515 

1015 

653(-30.5) 

940(1.1) 

930t-4.4) 


Forelgii Trade June _ Fiscal Year So Far _ Full Fiscal Year 



1999 

1999-2000 

1998-99 

1998-99 

1997-98 

1996-97 

1995-% 

Expoits; Rs crore 

11247 

34241(8.0) 

31716(4.1) 

141604(8.8) 

130101(9.5) 

118817(11 7) 

106353(28.6) 

USSmn 

2607 

7986(2.6) 

7785(-8.5) 

336l3(-3.9) 

34976(4 5) 

33470(5.3) 

31797(20.8) 

Imports' Rs crore 

15705 

44410(3.4) 

42935(19.5) 

176099(14.2) 

154176(11.0) 

138920(13.2) 

122678(36.3) 

USSmn 

3641 

10356(-1.9) 

10552(5.2) 

41802(0.9) 

41449(5.9) 

39132(6.7) 

36678(28.0) 

Non-POL. USSmn 

-.5339 

8330(-3.0) 

8588(14.9) 

3S928(ia3) 

32526(11.9) 

29096(-0.2) 

29152(28.3) 


Balance of Trade Rscrore -4458 -10169 -11219 -34495 -24076 -20102 -16325 


USSmn 

-1033 

-2370 

-2767 


-8188 


-6472 


-5663 

-4881 

Foceign Kxchwige 

Re*enre« (excluding gold) 

July 30. 
1999 

July 11. 
1998 

March 31. 




Variation Over 





1999 

Month 

Ago 

Year 

Ago 

Fiacal Year So Far 
1999-2000 1998-99 

1998-99 

1997-98 

1996-97 

1995-% 

1994-95 

Rscrore 

USSmn 

1.13197 

30768 

102337 

24057 

125446 

29530 

1742 

465 

30860 

6711 

7751 

1238 

-174 

-1919 

22935 

3554 

22137 

3607 

21649 

5243 

-7302 

-3690 

18402 

5640 


Notes-, (i) Supetimpi numeral denotes month to which figure relates, e g. superscript 3 stands for March: (ii) Figures in brackets are percentage vanations over the spediiac 
or over the compaimble period of the previous year neg ■ negligible. • unchanged 
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OFF THE SHELF 


Parekh Report: Piercing the Veil in UTI 

D N Ghosh 


The Deepak Parekh report tells us what has happened, not why and 
how it happened. These questions have to he addressed and answered. 
The Parekh report will have served its purpo.se if it leads to this 
effort. 


WHKN an instilution becomes its own 
agent provocateur and works against itself 
knowingly or unwittingly, nemesis is 
bound to strike it, sooner or later. This is 
what has happened to the I'T!. The Parekh 
report is the unfolding of a story of 
unbelievable folly and negligence. 

Since the inception of UTI. its US 64 
scheme has been its flagship; a debt- 
oriented income scheme, designed tor 
investors who wish to have a reasonable 
degree of liquidity and an acceptable level 
of steady income. The scheme had singular 
success every year in mobilising funds. 
The coniinuing loyalty of investors was 
an invaluable asset for the UTI. 

The UTI has been generous in dividend 
di.stributioii from the 11 -1 percent range 
in the late eighties, dividend yield jumped 
.sharply to 17.86 per cent in 1991-92 and 
then moderated in I he 14-1.5 percent range. 
Though in the context of changing 
monetary policy and casing ol interest 
rates, the dividend yields were getting out 
ol alignment with the yields on lixed 
income assets, the trustees of UTI seemed 
reluctant to make the necessary adjustment. 
They mu.sl have felt, one would guess, that 
such a step would tarnish the aura and 
standing of the UTI and chose to remain 
indi fferent t o the tntcrest signals and turned 
to the then surging equity market to olfsct 
the downward pre's':re on income tlow. 
The debt-equity component was altered 
dramatically from 79:21 in FV 1986 to 
17:63 in FY 1998. There was nothing 
inherently wrong in changing the com¬ 
position ol the US 64 scheme and moving 
over to a balanced fund, but then the 
iru.siecs()wed it to the investing community 
to explain in a transparent tnannci the 
changing risk profile and the risk-return 
ratio .Surely, any fund manager with a 
nuxlicum ol prudence understands that a 
percepuWe shill in lavour of equity would 
necessarily make any scheme more 
vulnerable to pressures of liquidity atid the 
unccrtainiici ol skkIc market movements. 
For the UTI scheme, there was an added 
complexity in liquidity managemenf it 


was being used as a convenient parking 
lot for temporary funds by corporate 
treasurers. 

The How ol interest income stream 
dwindled so sharply that the trustees faced 
a severe liquidity crunch in meeting their 
dividend distribution obligation at the 
declared rales. From Rs 1,638 crore in 
FY 1994, income fell to Rs 907 ciore in 
FY 1998. Dividend amount disbursed in 
the respective years were Rs 3,125 crore 
and Rs 3,126 crore. The gap was met 
substantially f rom the sale of equity slocks; 
the percentage ol total income from sale of 
stocks was about 40 percent in FY 1994, 
increasing to 62 percent in FY 1998. Over 
and above this, for three years in succes¬ 
sion (FY 1995 to FY 1997) the trustees 
were compelled to draw upon reserves to 
meet the dividend outflow. 

The im statute places a clear and 
unequivocal responsibility on the Board 
of Trustees to act on business principles 
in the inicrcsi ol the unit holders. It is 
puzzling why the trustees continued for 
.several years to pursue a policy which was 
patently unsustainable and was hound to 
put in jeopardy the long-term interests of 
their loyal investors. Companies every¬ 
where try a little window dressing to show 
themselves in a flattering light but the 
practices in the ll'I'l distorted the true and 
fair picture of business to an extraordinary 
degree. The trustees should not have 
allowed that to happen; they held positions 
in an insti'ution which purports to preach 
to and enforce on their borrowers and 
investors high principles of corporate 
governance and disclosure. 

It is hard however to persuade oneself 
to believe that the trustees were or could 
have been so nai ve. The Parekh Committee 
surmi.ses what could have influenced the 
trustees and puts it mildly in one sentence; 
“The dominance of nominees appointed 
by the initial contributors to the capital, 
which were all public sector financial 
institutions/banks may have resulted in 
direct/indirect interference hy the 
Government in the investment policies of 


the scheme" (emphasis added). The UTTs 
investment in PSU shares is cited as an 
instance. The corpusofUS 64 was utilised 
for supporting the disinvestment pro¬ 
gramme of government in utter disregard 
of the interests of investors. As on June 
30, 1998, Unit 64 had an investment of 
Rs 3,722 crore in 22 PSU stocks, having 
a market value of Rs 2,325 crore, a 
depreciation of Rs 1,397 crore. Of the 22 
stocks, only one stock had a marginal 
appreciation and all the other 21 stocks 
had depreciated significantly over book 
cost. This was not an isolated example of 
intervention. “The scheme has often been 
used” the committee asserts “to support 
the stock markets in times of crisis thereby 
giving an impression of its being used as 
an instrument of public policy rather than 
for the sole interest of the unit holders...the 
Tiust, at the suggestion ol the Govenb 
ment, has from lime to time utilised the 
large corpus ol I'S 64 to support the 
market, and the fund managers could have 
invested on various occasions due to 
factors other than prudent investmtnt 
management, and without consideration 
of the return to unit holders” (emphasis 
added). 

These are serious allegations; un¬ 
mistakably the trustees allowed themselves 
to be utilised as agents of the political 
executive. Note, in this coritcxi, another 
otiservation of the committee' “Asset 
manugement I unction ai Ihc Trust is highly 
centrali.sed with the decision-making being 
vested at the highest level of management. 
Despite its signillcant corpus, there was 
no .separate management for the scheme, 
invcsimcnt decisions were highly centra¬ 
lised and inter scheme transfers elTccted 
without taking an independent view of the 
need of each scheme". We cannot shrug 
it away as a mere technical or managerial 
lapse; the existence of highly centralised 
invcsimcnt management is signiFicant, it 
facilitated the process of compliance with 
informal administrative guidance tiom the 
political executive. Possibly this explains 
the seemingly naive behaviour of the 
trustees in disregarding the canons of 
ordinary financial prudence; they could 
not have done so unless they had the 
comfort of an implicit assurance that, when 
the day of reckoning came, the institution 
and its investors could count on the 
protection of the government. Recall the 
bitter controversy that eiuptcd three years 
ago between SF-BI and UTI, the former 
keen to extend its regulatory domain and 
trying to bring the fund management 
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ictivities on par with the other mutual 
unds and the latter desperately attempting 
o wriggle out of regulatory discipline, it 
:an now be surmised to conceal its finan- 
:ial sickness. All the while when thccontro- 
/ersy was raging, the government chose 
.0 remain a mute spectator; its deliberate 
iilence was construed in the market as a 
:lcar message of support for the UTI. 
Zlcarly. it was unwilling to risk any new 
urangement under which transparency and 
lisclosure could be enforced on an 
nstitution which has proved to be, even 
n the post-liberalisation reform phase, a 
:unvcnienland handy political instrument 
for interfering in the market process. 

The recommendations of the Parekh 
Committee relate to some of the de¬ 
ficiencies in the internal working of the 
Un. If the recommendations were imple- 
incnlcd, wc would see, in the months to 
jome, a revamping of the board of trustees, 
professionalisation of the investment 
management department and modern¬ 
isation of systems and procedures. But all 
these would provide no cure for the deep- 
seated malaise which has been afflicting 
the UTI. The Parekh report tells us what 
has happened, not why and how it 
happened. But it must be said, to the credit 
of the committee, that the report gives a 
more than sufficient hint of where to look 
lor the real reasons. What were the 
occasions when the go /emment asked the 
UTI to support the market? Why did the 
government intervene and at whose 
behest? Which are the interest groups 
which benefited from such intervention? 
Was the government so beholden to 
thc.se interest groups that it cho.se to set 
aside the interests of the investors? The 
report dixjs not go into these questions. 
The committee had a limited mandate 
and. understandably, it must have thought 
that by doing so it a ould be exceeding its 
jurisdiction. But these questions have to 
be addressed nonetheless and answered. 
We need to probe into the kinds of 
relationships that must have developed 
over the years between the political 
executives and the trustees of the UTI. 

We have since the early 1990s put 
through a series of measures in the financial 
sector for enhancing competitiveness, 
changing ownership patterns and creating' 
a supportive regulatory ambience. We take 
it as axiomatic that these will sweep away 
the existing configuration of interest 
groups, which are responsible for the type 
of incestuous relationships that have 
entrenched themselves in our economic 
system. The interest groups are highly 
resilient; they know how to transform 
tliemselves and assume deceptive forms 


and devise innovative methods in any 
changed scenario for protecting and 
preserving their core interests. The political 
class is no different; it is continually 
exploring how, in substitution of direct 
methods of control, it can develop and 
nurture informal and congenial relation¬ 
ships to inlluencc the functioning of 
market-oriented in.stitutions. More than 
the formal structural characteristics, it is 
the nature of such relationships that would 
define the content and pace of the process 
of reform in the financial sector. If we 
wish to lay the loundations of a sound and 
reformed llnancial system, we have to 


consciously strive to understand and 
reorder the kindsof relation.ships that exist 
between the political executive and the 
key financial institutions. The political 
executive is necessarily subject to different 
kinds of pressures and influences from a 
whole array of interest groups who have 
stakes in the financial system and the 
pattern and networking of such 
relationships have to be brought under the 
full public glare. We must not rest content 
with a few cosmetic changes and shy away 
from a full-scale investigation. The Parekh 
report will have served its purpose if it 
leads to that. 
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COMMENTARY 


WTO Agreement on Anti-Dumping 

Misuse and Case for Review 

C Satapathy 


Developed countries such as US, EC and Canada are unlikely to 
agree to review and modification of the WTO Agreement on anti¬ 
dumping. So it is for the developing countries to put up a combined 
front and press for review. Japan may support their cause at this 
juncture having been subject to some severe anti-dumping action 
recently. 


THE WTO Agreement on Implementa¬ 
tion of Article VI of GAIT authorises 
applicationof anti-dumping measures only 
in the circumstances provided for in the 
said Article VI subject to investigations 
initiated and conducted in accordance with 
the WTO Agreement. Anti-dumping mea¬ 
sures can be unilaterally imposed by a 
WTO member on an imported product 
provided the imported product is dumped, 
it is causing material injury to the domes¬ 
tic industry, and there is a causal link 
between the dumped imports and material 
injury. The amount of anti-dumping duty 
cannot exceed the margin of dumping, 
which is calculated as the difference 
between the normal value and the export 
price of the product as provided in Article 
2 of the W'l'O Agreement. 

In recent times, there has been a sudden 
increa.se in the number of anti-dumping 
cases all over the world especially in the 
steel sector (see C Satapathy, ‘Protection¬ 
ism versus Unfair Trade in Steel’, EFW, 
January 30, 1999). There is a growing 
feeling that many of these cases are ini¬ 
tiated at the instance of domestic industry 
as protectionist measures. There have also 
been suggestions to do away with anti¬ 
dumping laws (c g. see ‘Dump Anti- 
Dumping’, EPW, May 29.1999, p 1303). 
Anti-dumping provisions have their roots 
in the ethical concern that free trade should 
be accompanied by fair trade practices. 
Dumping' is considered to be an unfair 
trade practice and originally it was sup- 
po.scJ to reflect price differences on ac¬ 
count ot predatory pricing. However, 
studies have shown that only 3 per cent 
ot anti dumping ca.scs in EC and 4 percent 
ot ami dumping cases in the US involved 
possible iircdatory pacing (The Econo¬ 
mist. November 7. 1998. p 82). Recent 
examples ot anii dumping action by al¬ 
most all the major steel producing coun¬ 


tries against steel imports from one an¬ 
other can hardly he justified on account 
of predatory pacing. Many economists 
have held the view that predatory pricing 
is more or less impossible. This view has 
been recently re-emphasised in John Lott’s 
new book Are Predatory Commitments 
Credible? 

Of late, the word dumping has also been 
loosely used to cover trade in product of 
countries where workers get low wages 
and low health and other benefits. Some¬ 
times this is also called ‘Social Dumping'. 
Similarly, trade in products from less 
protected environments is being called 
‘Environmental Dumping’. For applica¬ 
tion of the WTO Agreement, as it is worded 
at present, dumping need not be related 
either to predatory pricing or to lower 
labour and environmental standards in the 
expoaing countries. The mere fact of price 
differential coupled with demonstration 
of material injury and causal linkisenough 
ground for levying anti-dumping duty. 

Historically, anti-competitive practices 
including predation were first sought to 
be prohibited under the Sherman Antitrust 
Act of 1890 in the US. On account of court 
rulings restricting its application for for¬ 
eign companies, first the Anti-Dumping 
Law of 1916 and then the Anti-Dumping 
Act of 1921 were enacted. The Anti- 
Dumping Law of 1916. still in force allows 
victims of predatory dumping to approach 
US courts for civil damages and penal 
action as veil as for restricting imports. 
The 1916 law also required the complain¬ 
ant to prove that the foreign supplier 
resorted to predatory dumping jvith the 
intent of destroying or injuring a US 
industry. In the past, there were hardly any 
cases filed under the 1916 law, but re¬ 
cently there have been reports of fresh 
ca.ses. Despite the fact that the 1916 US 
law provides against predatory dumping. 


it is widely believed to be antiquated and 
incompatible with the WTO agreement 
and some countries have since raised 
disputes against this law in the WTO 
(‘Whcel-Pitt Tastes Partial Success in 
'Trade Case’, Metal Bulletin, February 1, 
1999, p 19 and ‘Tokyo Set to Take US 
Steel Dispute to WTO’, The Financial 
Times, January 29, 1999). Interestingly, 
the US law under 19 USC 3512 clearly 
states that no provision of the Uruguay 
Round Agreement that is inconsistent with 
any law of the US shall have effect. It 
further goes to say that nothing in the said 
law shal I be construed to amend or modify 
any law of the US or to limit any authority 
conferred under any law of the US, includ¬ 
ing Section 301 of the Trade Act of 1974. 

The Anti-Dumping Act of 1921 of the 
US on the other hand became Title VII 
of the Tariff Act of 1930 (the Smoot- 
Hawlcy Tariff Act). Later on, the Trade 
Agreements Act of 1979 replaced the Anti- 
Dumping Act of 1921 by adding a new 
Title VII to the Tariff Act of 1930 but the 
provisions of the 1921 law largely ren.ain 
on the statute. These provisions have been 
frequently used over the years for protect¬ 
ing US producers without often taking 
into account the interests of US consum¬ 
ers. Under the 1921 US law as mixlified 
in 1979, sale in the US market at a price 
below normal or fair value in the producer’s 
home market constitutes dumping. Ini¬ 
tially, the US Treasury Department was 
administering the law which involved 
determining first that the good under 
investigation was being or was likely to 
be dumped and then, that the US industry 
was lieing or was likelv to be injured or 
was prevented from being established on 
account of such dumping. At present, the 
US Commerce Department determines the 
dumping margin and the US International 
Trade Commission determines the injury. 
Unlike the 1916 law, the 1921/1979 law 
has no concern with predatory pricing and 
predatory intent. Mere price disparity is 
sufficient to attract anti-dumping action 
subject to injury being determined. It is 
difficult not to notice striking similarities 
between the 1921/1979 US law and the 
Uruguay Round WTO Agreement. 

Cass and Boltuck (1999) have provided 
numerous examples of unreasonable cal¬ 
culations by US authorities that result in 
more anti-dumping orders and higher anti¬ 
dumping duties. For example, a change 
madeby the Trade Act of 1974 in the 1921 
law allows the US audiorities to exclude 
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of pioduction from the data set for calcu¬ 
lating normal value. This artificially in¬ 
creases the normal value and the margin 
of dumping. Secondly, while calculating 
dumping margin, negative margins used 
to be zeroed out. Fortunately, this method 
has since been changed. Tliirdly, where 
the home market sale in the exporting 
country is less than S per cent of produc¬ 
tion, calculations arc to be made on the 
basis of third country market, but in most 
ca.scs there being no .satisfactory third 
country market, constructed value is u.sed 
for calculating normal value. This method 
provides many opportunities to add vari¬ 
ous costs to make the normal value high. 
Similarly, the normal value is hiked by 
adding an amount equal to normal profits 
without taking into account periods of low 
demand and low prices. Cass and Boltuck 
have documented similar problems regard¬ 
ing determination of injury. They have 
also questioned why anti-dumping law 
, ondemns price discrimination when price 
discrimination occurs in numerous do¬ 
mestic contexts. 

The recent anti-dumping complaint loed 
by small US oil producers dcmon.stratcs 
that such anti dumping cases havcaclearly 
protectionist agenda. The complaint claims 
that Vcne/ucia, Mexico, Iraq and Saudi 
Arabia arc dumping crude even though 
three of these four countries are members 
o( the Organisation of Petroleum Export¬ 
ing Countries which often limits oil pro¬ 
duction to raise prices. In fact, under an 
export cut-back arrangement between 
Mexico, Saudi Arabia and Venezuela, 
petroleum exports have been reduced by 
‘i I million barrels. As a result, Mexican 
oil prices have risen $ 5.35 per barrel 
between February and May 1999. Many 
developing countries arc agitated about 
such Irivolous complaints as well as re¬ 
peated anti-dumping action against the 
same product, the cost of fighting anti¬ 
dumping cases in developed countries and 
the huge economic cost of failed anti¬ 
dumping inv. ,tigations. 

In fact, the discussioas at the WTO 
General Council preparatory to the Seattle 
Ministerial Conference scheduled in 
November 1999 have provided an oppor¬ 
tunity for many WTO members to propose 
review of the WTO Agreement on anti¬ 
dumping. These disc ussions are being held 
in the light of Paragraph 9(aKi) of the 
Geneva Ministe;rial Declaration of 
May 20, 1998 which mandates the WTO 
General Council to take up issues, includ¬ 
ing those brouj'ht forward by members, 
relating to iiriplementation of existing 


that many WTO members have brought 
up several important issues in the context 
of the agreement on anti-dumping which 
need careful consideration. Most of the 
proposals for review of the agreement 
stems from the perception of many WTO 
members that its provisions are being 
misused or abused for protecting dome.stic 
industry. Many review proposals aim at 
rectifying the weaknesses of the agree¬ 
ment to prevent its abuse. 

Article 2.4 of the agreement requires 
that comparison between normal value 
and export price should be fair. It requires 
dumping margins to be established on a 
weighted average basis or on transaction 
basis. It also provides for exceptions under 
which compari.sons arc permitted between 
individual export prices and weighted 
average normal prices. It is an experience 
to many members that exceptions have 
become the rule in the hands of importing 
country administrations. The exception., 
are preferred by these authorities as they 
result in computation of artificially high 
dumping margins. Many members feel 
that Article 2.4 of the agreement should 
be reviewed to avoid frequent use of the 
exceptions provided therein. 

A major weakness of the agreement is 
the standard of review contained in 
Article 17. It unduly restricts the role of 
the WTO Dispute Settlement Panel to a 
mere determination of whether the anti¬ 
dumping authority’s establishment of the 
facts was propci and whether the evalu¬ 
ation of these tacts was unbiased and 
objective. This is in total contrast with the 
power of panels under Article 11 of the 
WTO Di.spute Settlement Understanding. 
The Anti-Dumping Agreement, being an 
integral pan of the WTO, should not have 
a different and more restrictive standard 
of review allowing the anti-dumping au¬ 
thorities of importing countries to escape 
from closer scrutiny by the WTO panel. 
Article 17 requites to be reviewed and 
reworded to ensure the same standard of 
review as applied to disputes under other 
WTO Agreements. 

Many developing country members have 
been subjected to repeated anti-dumping 
investigations in respect of the same prod¬ 
uct. New investigations are often initiated 
on the same product immediately after 
termination of an uarlierinvestigation. This 
has become a serious concern for devel¬ 
oping countries as their exports to major 
trading countries have been disrupted by 
such restrictive action. Many member 
countries from the developing world 
perceive that the benefits of trade 
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by .such unfair use of back-to-back anti¬ 
dumping investigations on the same prod¬ 
uct. There are several suggestions to pre¬ 
vent such mi.suse of the agreement. One 
of the proposals is to review Article 5.3 
of the agreement to limit the scope for 
repeated anti-dumping investigations on 
the same product. Another suggestion is 
that if there is an investigation resulting 
in non-imposition of anti-dumping duties, 
there should be a gap of at least one year 
before another investigation of the same 
product can be initiated. 

Article 5.8 of the agreement does not 
provide a time limn within which the 
determination has to he made as to whether 
the volumes of dumped imports are neg¬ 
ligible or within the prescribed threshold. 
This gives rise to arbiti<iry and unilateral 
decisions for determining an approoriate 
timeframe. Articlc5.8needstobeamended 
to specify the time limit .so that there 
would be no scope for arbitrary and 
unilateral decision in this regard. There 
are also sugge.stions that the threshold 
limit under Article 5.8 should be increased 
from 3 per cent to 5 per cent for imports 
from developing countries and that the 
provision fot clubbing imports from dif¬ 
ferent countries within the threshold limit 
for applying the collective limit of 7 per 
cent .should be abolished. There are also 
proposals for increasing the de-minimu 
dumping margin of 2 per cent of export 
price to 5 per cent for developing coun¬ 
tries. This would ensure non-impo.sition 
of anti-dumping duty till the dumping 
margin exceeds 5 per cent on products 
from developing countries which may in 
many cases have a cost advantage over 
comparable products produced in (fcvel- 
oped countries. The de-minimis provision 
of 5 per cent should apply not only in 
newly initiated cases but also in review 
and refund cases. 

Many developing counuy members also 
feel that the process ot investigation on 
dumping is expensive and cumbersome 
Often unsuccessful dumping cases im¬ 
pose huge indirect costs on trade includ¬ 
ing enormous legal costs and tie down the 
exporting companies in uncertainty up to 
a year or more. There arc suggestions to 
simplify the agreement to preventits misuse 
by domestic industry in the importing 
country as a protective cover. 

Some members are also concerned about 
national anti-dumping laws not being 
compatible with the WTO Agreement on 
anti-dumping. They feel that such incom¬ 
patibilities survive on account of ambigu¬ 
ities contained in tl« agreement. Low 
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industrial tarilt's and more open trade after 
the Uruguay Round have led domestic 
industry in the importing countries to make 
greater use of such ambiguities to obtain 
protective cover. The agreement needs to 
be reviewed to remove such ambiguities 
and bring national legislation in line with 
the clear provisions of the agreement so 
that its abuse can be prevented. The 
agreement also needs to take cognisance 
of changes in the world trade environment 
including increased cross-border trade 
by MNEs. expansion of artificial trade 
arrangements, location of production facil¬ 
ities across a number of countries and 
creation ol Harmoni.scd Rules of Origin. 
Review of the anti-dumping agreement 
should al.so make it clear that the 
Harmonised Rules of Origin, once in place, 
.should apply equally for anti-dumping 
purposes as well as for other trade policy 
instruments so that no member can take 
recourse to the ambiguous provisions and 
apply a different set of origin rules for the 
purpo.se ot anti-dumping alone. 

Many WTOmembers are also concerned 
that recent increase in the number of anti¬ 
dumping cases may nullify the benefit of 
reduced tariff barriers and benefits of free 
trade. They feel that access to anti-dump¬ 
ing measures should be restricted to avoid 
its abuse foi {troteciionist purpo.ses. Anti¬ 
dumping measures should be taken as an 
exception to the rule of non-discrimina- 
lion and MFN treatment. Anti-dumping 
duly directly interferes with tariff bind¬ 
ings and Its imposition at very high rates 
compared to low tariffs practically pre¬ 
vents the exporter from further selling in 
the same market. Moreover, anti-dumping 
measures once imposed continue for long 
period of five years and there are instances 
of these being continued beyond fi vc years. 
The agreement not only needs levicw for 
rectifying ambiguous provisions but al.so 
there is a need Ui incorporate specific 
provisions lor curf.i.ij|; initiation of inappro¬ 
priate anti'dumping measures. Many 
members also feel that the present agree¬ 
ment gives excessive discretion to the 
anti-dumping authorities in the importing 
country to use the same as an instrument 
of protection rather than as an instrument 
to counteract dumping. 

Article 15 of the agreement recognises 
the special situation of developing coun¬ 
tries. It also says that constructive rem¬ 
edies should be explored before applying 
ami-duinping duties on developing coun 
try members fhesc well intended provi¬ 
sions lack clarity and have become prac¬ 
tically inoperative. I he developed coun¬ 
try members have rarely explored the 
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possibility of constructive remedies be¬ 
fore taking anti-dumping action against 
exports from developing countries. De¬ 
veloping member countries are of the view 
that Article IS should be operationalised 
and made mandatory. 

Many member countries are dissatisfied 
by the way constructed value is computed 
and liberally u.sed at the slightest pretext. 
Recourse to constructed value should be 
taken only when prices of third country 
markets arc not available. This would 
require amendment of Article 2.3. 

Article 9.1 of the agreement leaves it to 
the discretion of the anti-dumping au¬ 
thorities to impo.se an amount equal to the 
full margin of dumping or less. Many 
members feel that Article 9.1 should be 
amended to make it mandatory for impos¬ 
ing less duty if that is adequate to remove 
injury to the domestic industry rather than 
leading it to the discretion of the importing 
country. 

There is a suggestion that the definition 
of ‘substantial quantities’ provided in 
footnote .S to Article 2.2.1 is rather re.stric- 
tivc which promotes unreasonable find¬ 
ings of dumping. Therefore, it has been 
suggested that the substantial quantities 
test should be increased from the ihrcsli- 
old of 20 per cent to 40 per cent. 

The mere initiation of anti-dumping 
investigations which are terminated later 
on without levying anti-dumping duties 
cau-ses harassment to exporters apart from 
imposing legal and other co.sts. Questions 
have therefore been raised about the le 
gitimacy of anti-dumping complaints 
brought by producers in the importing 
country as al.so legarding the impartiality 
of the anti-duniping authoniics in the 
impoiting counl.y. The fact that under 
Article 17 of the present agreement, the 
WTO Disputes Panel docs not have lull 
authoniy to review the action of the anti¬ 
dumping authorities has led some to think 
that possibly an alternative approach 
.should be found tor taking anti-dumping 
complaints to a neutral body such as the 
WTO panel for delcnnination in a fair 
manner. This would remove the bias of 
the importing country administrations 
which face enormous pressture from their 
domestic ir'lu.Mry as w/ell as from legis¬ 
lators representing constituencies where 
home industries arc located. Another 
related .suggestion has a Iso been made that 
anti-dumping action should be exporter 
specific and in no case .should a general 
determination be made .against exports 
from the country as a whole since the idea 
is to curb unfair trade by particularcxport- 
ing companies. 


Inalctterto £PW(Mayank John, ‘Don’t 
DumpAnti-Dum|OTg’,July3.1999,p 1738X 
a suggestion has been made that the 
developing countries which embark upon 
tariff reduction and trade liberalisation 
need the protection of anti-dumping law 
against unfair foreign competition. It is 
interesting that some countries have pro¬ 
posed review of the WTO Agreement to 
take care of the increased susceptibility of 
developing countries to the incidence of 
dumping from outside. These include 
suggested provisions in the agreement for 
presumption of dumping of imports from 
developed countries and application of 
standards which are less rigorous. 

Cass and Boltuck (1999) have no hesi¬ 
tation in saying that the case for anti¬ 
dumping law. beyond the central cause of 
predatory price-cutting, is open to ques¬ 
tion and that its administration is seriously 
flawed if the goal is to address welfare- 
reducing trade practices and not simply to 
ptotcci producers against competition. 
They have also alluded to the frequently 
advanced argument that anti-dumping 
codes (along with similar codes on sub¬ 
sidies) have greatly facilitated inicrnaiional 
consensus about general trade libcralisati ')n 
which, in turn, has been an engine of 
economic growth Anti dumping laws 
proviilc a kind ol escape valves for trade 
protection without which the multilateral 
trade agreements might not have gained 
the acceptance they have enjoyed. In that 
sense, such laws arc the price to be paid 
for trade liberalisation. 

It IS doubtful if the developed countries 
such as the US, EC and Canada would 
agree to review and modify the WTO 
Agreement on anti-dumping. It is for the 
developing countries to pul up a combined 
front and press for review. It is likely that 
countnes li);c Japan would also support 
their cause at this juncture having been 
subject to som c severe anti-dumping action 
recently. 

[This aiticlc rctlcc is the author’s personal views.) 
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A Grain of Sand on the Banks 
of Narmada 

Amita Baviskar 

How are the poorest of adivasis in the Narmada valley dedting with 
the dangers of displacement, even death? Why do people in 
Anjanvara. on the banks of the river, continue to take extmordinary 
risks against overwhelming odds? 


rr was the middle of the night. After the 
22 km walk to reach Anjanvara village, 
we were deep in exhausted sleep at 
Khajan’s house. Suddenly, a hoarse shout 
Jolted us awake. 'Khajandadu! Khajan- 
dadu! Gaav ma pani aavi gayo!’ [Khajan- 
dada! Khajandada! The water has entered 
the village!]. For one moment, time stood 
still. Then it registered: it wasn’t raining. 
It hadn’t rained for the last 10 days. The 
Narmada was swollen, but still well below 
Anjanvara’s houses and fields. Watercould 
not possibly have entered the village. 
Kh^jan was up too, trying to calm the man 
who was still shouting. It turned out to be 
Jamsingh,ancighbour, whohadbecndrink- 
ing steadily the night before. Jamsingh 
must have dozed off into this nightmare. 

Just a diunken dream, but one that lurks 
night and day in the mind of every person 
in this village. One day the water will swirl 
in - the river always rises swiftly, and 
everything will be swept away - houses, 
crops and cattle. The people of Anjanvara 
now live with this terror even as they fight 
desperately to prevent it from becoming 
real. 

The Narmada Andolan is 14 years old. 
In the last four years, while thecase against 
the Saidar Sarovar Project (SSP) was being 
heard in the Supreme Couit, the issue had 
faded from public memory. This year, the 
court allow^ the Gujarat government to 
construct another 8 m of the dam. At this 
height, the dam threatens to submeige 
mote tribal areas in Gujarat, Maharashtra 
and Madhya Pradesh. Just when the SSP 
seemed to be a lost cause, the intel¬ 
ligentsia’s interest in the issue was revived 
by Aiundhati Roy's eloquent essay 'The 
Greater Common Good'. The essay was 
followed by an event where urban sup¬ 
porters expressed their solidarity with ^ 
struggle in the Narmada valley. Amidst 
the hoopla surrounding the 'Rally for foe 
Valley' and the media attention focused 
on this celebrity-crowded event, it is im¬ 
portant to look at the Narmada issue from 
foe bottom up. What are foe views of foe 
poorest adivasis who, in their everyday 
lives, deal with the dangers of displace¬ 


ment, even death? Why do the people of 
Anjanvara continue to take extriKxdinary 
risks against overwhelming odds? How 
do they perceive the choices before them? 

In this account, I attempt to communi- 
c^e the concerns that move the men and 
women of Anjanvara in the current phase 
of their struggle. I also hope to convey the 
clear-eyed way in which these villagers 
have made decisions that often strike 
outsiders as quixotic. Anjanvara is a vil¬ 
lage of 43 Bhilala households on the bank 
of the Narmada, in Alirajpurtehsil, Jhabua 
district, Madhya Pradesh (MP). The vil¬ 
lage is surrounded by hills sparsely cov¬ 
ered by mixed deciduous forests. I first 
lived in Anjanvara 10 years ago as a 
researcher.' Later, I worked in the area 
with Khedut MazdoorChema Sangath, an 
organisation of tribal peasants woiking 
for economic, political and cultural rights. 
Living here was an immensely rich expe¬ 
rience for me. I leamt Bhilali, made friends 
among peopl&of a very different culture, 
shared the exhilaration of being part of a 
mass movement as well as the intimacies 
of everyday village life, its scandals and 
humdrum ufs and downs. After moving 
to Delhi to teach in 1994,1 continued to 
visit foe village for long spells over the 
next five years, but for various reasons. 
I did not go to Anjanvara after that I had 
now come to the village after four years. 
The cliche was only loo hue: much water 
had flowed down the Narmada during this 
time. 

The first shock was foe river itself. On 
the long walk downhill to Anjanvara, the 
first glimpse of foe Narmada had always 
been a delight to look forward to. The 
spirit soared at the sight of foe clean water 
flowing forever, gleaming in the sun. Now 
foe Narmada hxs slopped flowing. At 
Apianvara, foe rivm^ is still, its stagnant 
water muddy with sediment that cannot 
beflushedaway. Dead, diseased livestock 
that was disposoi of in foe river now stays 
there and festers. The deep mud al<^ the 
water makes foe old joys of drinking, 
washing and bathing in foe river a pm- 
gnant memory. Women now make do with 


water from small streams that dry up to 
a trickle in the summer. Aiundhati Roy 
is so right wlien she writes that “anyone 
who has loved a river can tell you that the 
loss of a river is a terrible, aching thing”, 
bi the ‘gayaiui’, the central Bhilala myth 
of creation, the world begins from a stale 
of chaos when the mountains change. In 
the myth, the proper mode of worship and 
the magical powers of music help to tame 
the powers of nature. Now, as the river 
changes, a familiar world is plunged into 
chaos once again. The Narmada of the 
gayana, a generous life-giving girl, seems 
beyond the reach of rituals. What magic 
will make her flow agun? 

Across the river from Anjanvara lie the 
villages of Maharashtra. The distance is 
spanned by enduring ties of kinship and 
marriage. Women from Anjanvara marry 
’paldhad’ (on the opposite bank) and vice 
versa. Emotional and economic support 
cements these alliances. Through the 
seasons, there is a constant traffic of people 
visiting relatives, canying small gifts - 
some mangoesor groundnuts, for instance. 
Besides this everyday reciprocity, there is 
the help accorded in times of crisis, when 
money has to be raised for bridepricc, or 
when someone wants a patch of land to 
farm. Rir married women, particularly, 
access to their natal village is a precious 
thing. 

This summer, Anjanvara watched the 
villages across the river close down. A 
road was built all the way along the river 
and, one by one. the houses paldhad were 
dismantled and taken away to the resettle¬ 
ment sites. For those who are staying on, 
the emptied villages signal the end of the 
social universe as they have known it 

Wfiile the trucks were ferrying people 
and theirbelongings, the menof Anjanvara 
also hitched rides to visit relatives at the 
Taloda resettlement site in Maharashtra. 
Budhya’s two daughters who were mar¬ 
ried into Maharashtra have shifted their 
homes to Taloda. In Bwfiiya’sview.Tkloda 
is better than most other places. His sons- 
in-law have got irrigated land. Since Taloda 
was a forest that was denoiificd to settle 
adivasis, it is relatively easy to get fuel 
and fodder and oihac forest produce Of 
all the experiences with displacement, this 
seems to be foe least painful. 

Budhya's o|Nnion about Taloda, and 
about forest land as the closest approxi¬ 
mation to what adivasis want, is echoed 
by other people in Anjanvara too. They 
don’t want to move. But, if worrt comes 
to worst, they would need forest land 
where the entire village cm be resettled 
asaunit. Unfortunately, even dus modest 
requirement is not being met in their home 
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the largest area under forests, the MP 
goveniincnt has not found any land where 
it can settle its adivasi population. On June 
16. 1999 the newspapers reported an MP 
government order that forests could be 
dcnotified formineral prospecting. Clearly, 
there are two sets of laws - one for mining 
companies and another for adivasis. 

The utter callousness of the MP govern¬ 
ment is all the more shocking when con¬ 
trasted withchief mini.stcrDigvijay Singh’s 
celebration in the media as a ‘green’, pro¬ 
poor politician. According to the terms of 
the Narmada Water Disputes Tribunal, 
Anjanvara has the right to choose whether 
to stay in MP or re.settle in Gujarat. The 
MP government has made sure that this 
right is never exercised. After ail, if all the 
I9.J villages to be displaced by the SSP 
stay on in MP, what an administrative 
headache it would be! And then there is 
the displacement from Maheshwar, 
Narmada Sagar, Onkareshwar and all 
the other dams planned upstream. Much 
better to not set a precedent by giving 
Anjanvaraadccenidcal. Let Gujarat handle 
them. 

Gujaiat. If there is one thing that 
Anjanvara is sure about, it is this: they 
don’t want to go to Gujarat. They have 
visited icsettlement sites there and they 
have seen the mi.scry. Waterlogged fields, 
no livestock, fragmented families, hostile 
neighbours, no comtnons to collect fuel 
and fodder - this sums up the experience 
of most adivasis from MP who were given 
land in Gujarat. To be sure, there is the 
rare exception. Dhankia, the ex-sarpanch 
of nearby Kakadsila, got rea.sonable land 
where his hamlet was resettled as a unit. 
Dhankia is said to have profited from 
resettlement. He tllicitly felled lots of teak 
from the Kakadsila forests and sold the 
timber in Gujarat. He also made money 
from every family that left. Just like the 
old sterilisation campaign, resettlement 
also provides for a ‘motivator’ who earns 
a commission for every person he delivers 
to the door of the ‘doob’ officer (submer¬ 
gence ofticcr). For hustlers like Dhankia. 
there is money to be made at every step, 
and he has even bought a motorcycle aiid 
a tractor. But most adivasis are not 
hustlers, they arc poor farmers. Their 
ability to negotiate with the government 
on their own is minimal. They are almost 
structurally fated to get short-changed. 

■f hen why are some people leaving? All 
ot Anianvara is unitedly staying on, but 
they have seen their neighbours’ numbers 
deplete over the last few years. This is the 
power ol the polities of attrition. This is 
how govertim, nts wear people down by 
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of tribal villages along the Narmada has 
faced sustained government action against 
them - the absence of all development 
inputs, the forcible surveying of lands and 
homes, and the brutal suppression of 
protest. Cases have been filed against them, 
people have been arrested and jailed. 
Anjanvara was the scene of a police firing 
in 1993. Six years later, the case still drags 
on and people still have to appear in court 
at Alirajpur 80 km away. 

Then there are the government’s assur¬ 
ances, blandishments and promises, backed 
by the looming threat of the dam. ‘Leave 
now or you will drown like rats when the 
water comes’. What do you do? Do you 
have a choice? At the Narmada Forum 
conference held in Delhi in 1993, Gujarat 
government officials and pro-dam schol¬ 
ars were outraged when Bela Bhatia, who 
had meticulously documented the resettle¬ 
ment experience of Gujarat oustces, de¬ 
scribed the process as ‘forced eviction’.^ 
Six years on. forced eviction continues. 

Anjanvara ha."; .still not budged. Nor has 
neighbouring Bhilada. Entire villages and 
hamlets are doggedly staying on. What 
prospects do you have if the water comes, 

1 ask. Well, what prospects do we have 
if we leave, they ask. Impa.\sc. 

Meanwhile, life goes on in Anjanvara. 
The entire village assembled to sacrifice 
a goat to their ancestor Kutra Kunasa, to 
end the seasonal taboo on cutting teak 
leaves. At the clan feast that followed, 
people chatted about sending their chil¬ 
dren off the next day to the ashram school 
in Maihvad. When I had first come to 
Anjanvara, no one could read or write in 
the village. I made a start, but it fizzled 
out after 1 left. Then the Andolan posted 
a young school teacher here and he ha.s 
taught many children now. La.st year, nine 
of them enrolled in the Mathvad boarding 
school. This year, they plan to .send 15. 
The government school is officially 
recognised and funded, but children learnt 
far more in the Andolan school in the 
village. Khajan’s 14 year-old son Radya 
can read and write fluently, but he has 
been placed in class I. He is so bored that 
he spends his time copying out bhajans 
(devotional songs) that he has learnt at 
school. Leafing through his notebook, 1 
notice that all the songs are in Hindi and 
are about Hindu deities. One of them 
begins, ‘Ayodhya mein namo fc’, exhort¬ 
ing singers to worship in Ayodhya (the 
place where Babri masjid was demolished 
by Hindu extremists). Do you sing any of 
your own songs at the school, I ask. Radya, 
who like most adivasis, can sing through 
the entire night, shakes his head. 


»a«w wiotowiiaaiw 

Anjanvara is enthusiastic about educa 
tion. Education smartens you up, they say 
There is an added keenness to thi 
newfound desire for schooling. Some 
where lurks the hope that their educate 
youth will eventually get government jobs 
Sending kids to school is a way of invest 
ing in their future and yours. It’s a ver 
long shot indeed, but one that makes sensi 
in the context of the dam. 

Seeing Radya in unfamiliar shirt am 
trousers, ready to leave for school, re 
minds me that Anjanvara has prospcrei 
since I was here first. No one could affon 
trousers earlier. The years of reprieve gi vei 
by the Supreme Court stay were markei 
by good mon.soons. The road built acros 
the river and the trucks plying back am 
forth enabled Anjanvara to buy synthetii 
fertilisers which they had never been abli 
to bring to theirremote village before. Thi 
produce is much more now, they say. Fo 
the la.st few years they have also beci 
protecting teak trees in their village am 
the regeneration is impressive. Both tb 
land and the forest arc flourishing. 

This year, the crops have been .sown 
The young maize and tuvar is a’rcad; 
growing. But it hasn't rained for 10 days 
The bajra and jowar will probably hav' 
to be resown, as will the groundnut am 
other pulses. What crushing irony! Thi 
rain will bring water for the thirsty crop 
and people pray for rain. It may als. 
ultimately flood the land. Anjanvara ha 
been living this paradox for some tim 
now. They shrug their shoulders and can 
on living - worshipping, ploughing, mat 
tying, cooking and bearing children, am 
singing them to sleep. Despite its hard 
ships, this is still the litc they prefer. Thi 
is where they want to be. 

The laigcr issues of rehabilitation tc 
all, of other dams, of a Nationa' Rehabil 
tation Policy, why displacement in th 
firstplace, are very important. Whatl offi 
here is a fragment, a pauial view of on 
village, a grain of sand on the Narmad 
riverbank. Anjanvara may be just adetai 
But they say that god is in the details. F( 
the Supreme Court, for the P D Desi 
Committee, and for the government i 
Madhya Pradesh, it must matter that ti 
people of Anjanvara should not face ii 
nominy and a living death. 

Notes 

1 My icseaich on the changing tribal relation.di 
with nature was published as a book In il 
Belly of the River: Tribal Conflicts 
Development in the Narmada Valley, Oxfo 
University Press, 1995. 

2 Sec Bela Bhalia’s essay in Oreze el al (cds 
The Dam and the Nation. Oxford Universii 
Press. 1997. 
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Hi^er Educatibn: The Ones That 
Get Away 

J V Deshpande 

The malpractices and criminal activities which have been revealed to 
^have been going on for many years in Nagpur University have led the 
governor of Maharashtra, as the university’s chancellor, to appoint 
an enquiry committee. It is very unlikely, however, that this pavlovian 
response will at all address the ills of our seats of higher learning, of 
which the shenanigans at Nagpur University are a concentrated 
manifestation. 


NO one has succeeded in designing a 
Fishing net that catches only small fish and 
lets the big ones slip away and no one ever 
will. No one, that is, except the legal and 
bureaucratic systems that pass for the ad¬ 
ministration in India. Only a few weeks 
buck, a judge in Tamil Nadu absolved 
ministers and senior members of the 
administration in that state of responsibii- 
^i!y for an alleged act of corruption in the 
si.iie government they head. The honour¬ 
able judge held that just because the then 
chief minister and the minister concerned 
had initialled the relevant file, this need 
not mean that (1) (s]he had read it, (ii) all 
the papers in the file were in place, (iii) fsjhe 
had accorded con.sent to the action 
taken. The action ultimately taken was 
ba.scd upon notings on the File and had 
resulted in a huge monetary loss to the 
state. The persons who carried out the act 
arc of course to be held responsible and 
must fare prosecution, ruled the learned 
judge. 

This line of reasoning is not all that 
•.uncommon. Nor is it confined to the judi¬ 
ciary alone. A few years back, two Con¬ 
gress MLAs in Maharashtra were charged 
with grave criminal offences, such as 
murder. They were of course promptly ex¬ 
pelled from the party, but the party never 
thought it worthwhile to Find out how such 
characters had got into the good books of 
its leaders, who recommended their 
candidature, who whetted their cases and 
how they came to be adopted by the party. 
The integrity of the leaders who spon.<iorcd 
such colleagues is taken as above question. 

Similarly, when the gigantic stock ex¬ 
change scam broke out a few yems back, 
the dubious, near-criminal role played in 
tiby senior officials of public sector banks 
*' and financial institutions also came out in 
tlic open. These prime suspects were all 
put in their strategic positions by the 
politicians then in power. Inquiries, even 


court cases against .some of them, are 
dragging on and may even come to a 
conclusion some day. Meanwhile, the 
political leaders and senior bureaucrats 
who exercised such poo,'-judgment in the 
choice of personnel happily continue to 
serve the country untroubled by either the 
law or their own conscience. In today’s 
context in India it is unthinkable that the 
leaders and senior bureaucrats who choose 
persons of doubtful antecedents for re¬ 
sponsible positions will ever be questioned. 
Moreover, there is also the all-purpose 
alibi of ‘.systemic failure’. The interesting 
part is that despite repeated systemic 
failures, changing the .system is never on 
any party’s agenda. Even the parties 
nominally committed to revolutionising 
society arc happy playing ball with the 
establishment. 

The latest example of this kind comes 
from the Field of higher education, from 
Nagpur University. According to reports, 
a whole clutch of malpractices and crimi¬ 
nal activities have been going on in that 
seat of higher learning on an organised 
basis for many years. Tliey have come out 
in the open only now, when a lowly 
functionary of the univei sity was ready to 
offera bribe of Rs 7 lakh to apolicc ofFicial 
to drop some charges against him. The 
Figure at lea.st brings out the gargantuan 
scale of the illegal operations sought to 
be hushed up. Fake degree certificates, 
duplicate mark-sheets (with maiks revised 
upwards), alterations in the tabulation of 
results, practically anything could be 
accomplished in the university office for 
a price. There was an instance of a student 
who did not appear for any paper in an 
engineering examination of the university 
in the winter of-1991 and yet secured 
impressive marks in every paper. A public 
sector corporation wrote officially to the 
university in 1992 asking it to check the 
genuineness of iiniversitv certificates sub¬ 


mitted by some 12 candidates. All turned 
out to be bogus. The American consulate 
referred a degree purportedly given by the 
university for verification in October 1998. 
It was also found to be fake. But the 
university authorities found time to file an 
FIR in the matter only in March this year. 
These are just a few samples of the goings 
on in Nagpur University which have come 
out in the papers. 

The state governor, who also doubles 
as the chancellor of all the universities in 
the state and thus is formally responsible 
for their actions, was sufficiently disturbed 
to make a special trip to Nagpur to look 
into the matter. The interesting pan is that 
this trip came about this year when, as 
mentioned above, the public airing of the 
scandals in the university goes back to at 
least 1992. An inquiry was indeed held 
in 1992 and a minor functionary of the 
university dismissed. But no police case 
was made then or in the subsequent years, 
despite the recommendati on of the uni ver- 
sity committee that said, among other 
things, that “what they investigated was 
ju.st a tip of the iceberg and a thorough 
police investigation is urgently required". 
While at Nagpur, the chancellor accepted 
the resignation of the vice-chancellor of 
the university, who “owned moral respon¬ 
sibility for the wrongdoings”. He also held 
a press conference, in which he seems to 
have made two major points, (i) The uni¬ 
versity cannot expect a new vice-chancel¬ 
lor immediately because the process of 
selection would easily take six months or 
so. and (ii) much of the mischief can be 
traced to the university rules for reassess¬ 
ment of papers. In other words, a ‘sys¬ 
temic failure' again. 

The events reported from Nagpur are by 
no means unique to that university. It was 
the turn a few months back of Mumbai 
University where the vice-chancellor in 
her wisdom increased wholesale the marks 
of many examinees in a medical exami¬ 
nation. Later the chancellor directed the 
vice-chancellor to rescind her order. In¬ 
terestingly, in this instance the vice-chan¬ 
cellor did not think it neces.saiy “to own 
moral responsibility and resign”, nor<(fid 
the chancellor Find it necessary to fix the 
moral responsibility on anyone. The uni¬ 
versity of Pune has instituted its own 
inquiry recently into irregularities in its 
examination results. The situation will be 
found to be not much differed in other 
universities in Maharashtra otj indeed in 
other states. 

Because almost every university under 
his charee is beset with problems con- 
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nccted with the conduct of examinations, 
it would be appropriate to check the re¬ 
sponse to the challenge by the chancellor's 
office. His actions should be measured 
against what he can actually do and what 
is being done in practice. It is sometimes 
believed that the chancellor of a university 
IS only its figurehead. Tliis is not quite the 
case. All non-agricultural, non-medical 
universities in Maharashtra arc structured 
by a common act. This structure has one 
crucial feature, common to universities in 
other parts of the country. The state 
governor is invariably the chancellor of 
every university and he appoints the vice- 
chancellor from a panel submitted to him 
by a committee formed for the purpose, 
one member of which is the chancellor's 
nominee and another one of that state 
government. In othci words, the chancel¬ 
lor is involved in the university's affairs 
right irom the time of the appointment of 
the vice-chancellor. Of late it has become 
commonplace for the chancellor to even 
hold interviews of those aspiring for the 
job. 

In addition, in Maharashtra universities 
at least there are ‘chancellor's nominees' 
on various university bodies, including 
the all-important management council of 
every university. There have been rare 
instances of the chancellor himself presid¬ 
ing over a meeting of a university body 
He can ask for information/explanat'.on 
foi any decision of the university and can 
reverse the same if he feels so inclined, 
as happened recently in ca.se of the Mumbai 
University. He is thus not merely a titular 
head of the university. In fact, through the 
chancelloi's nominees on the university 
bodies and through the vice-chancellor 
who IS his direct appointee, the chancellor 
is ideally placed to oversee the working 
of the univcr-ily and take timely cotrcc- 
live action. Y as the scandal in Nagpur 
University revealed, not only the chancel¬ 
lor of the university but his nominees on 
various university bodies had been bliss¬ 
fully unaware of or unconcerned about 
what had been going on right under their 
noses, so to say. Incidentally, since 19'>1 
Nagpur has had at least thrcc vice-chan¬ 
cellors, two of them superannuated govern¬ 
ment officials, who came into the lime¬ 
light for the alacrity with which educa¬ 
tional institutions started by political big¬ 
wigs were regularised during their official 
caiecr. It looks as if as vice-chancellors 
they did not show half as much speed in 
tackling cases of corruption. 

The other step taken by the chancellor 
can be termed almost pavlovian. He has 


appointed a committee to investigate the 
matter. It is of course standard practice in 
India in all walks of life to appoint com¬ 
mittees. This is probably even more so in 
the educational field where committee raj 
is the norm. The chancellor’s committee 
consists of employees of other state uni¬ 
versities, three vice-chancellors who arc 
chosen to their posts by the chancellor and 
two controllers of examinations who are 
chosen by the vice-chancellors. The com¬ 
mittee has been requested to submit its 
report in three months. 

Only the most optimistic or credulous 
will expect anything worthwhile to come 
out of the labours of such a committee and 
for good rea.sons. First of all, every member 
of the committee is a full-time official of 
another university, each of which is facing 
almost equally grave problems of its own. 
To expect them to find time to hold 
meetings, confer with one another, study 
the problem and come up with remedies 
that arc both workable and worthwhile 
and all that in three months betrays total 
unconcern lor the way universities func¬ 
tion. It will be a miracle if the committee 
can meet in lull strength even three times 
in three months. Moreover, to understand 
the real dimensions of the problem, it 
would be nece.ssaiy to check the role of 
high officials of the university in the 
scandals. It would be necessary to find out 
what role, it any, was played by the 
chancellor's nominees on the university 
bodies and the vice-chancellors them¬ 
selves: whether it was a case of the dog 
that would not bark. 

The commiilee also needs to investigate 
the way vice chancellors are chosen and 
the possible acts of omission and commis¬ 
sion of the chancellor’s office, whether 
these were procedural or specific and 
whether better ways cannot be devi.sed. 
For openness in the administration, it 
would also he appropriate for the chan¬ 
cellor's office to explain the rationale 
behind the selection of an individual to 
a high position, particularly when the 
person is seen as being overly obliging to 
the political bosses. It is not realistic to 
expect that a committee consisting of 
pcrsoii.s who owe their positions to the 
chancellor wi II be ready to delve into such 
questions even if they have the time. 

With one university offieial having 
taken his own life, a few others in custody, 
both the vice-chancellor and the pro-vice- 
chancellor having resigned and the uni¬ 
versity involved in criminal cases, it should 
be clear to anybody that Nagpur Univer¬ 
sity is facing as grave a crisis as any 


university is ever likely to face. In the face 
of this, to say that it is not possible to 
get a new vice-chancellor for another 
six months borders on callousness. 
Doesn't the chancellor feel that there is 
something drastically wrong with a sys¬ 
tem which does not allow you to choose 
a replacement even when faced with an 
emergency? 

There is much that is drastically wrong 
with the examination system of the uni¬ 
versities. The UGC had started with much 
fanfare, about 20 years back, a campaign 
for examination reforms From all ac¬ 
counts, it has by now come to a naught, 
after spending millions of rupees. The 
chancellor and his committee might spend 
some time and check what went wrong 
with the project. They might also usefully 
investigate the role of the new educational 
shops that have sprung up all over 
Maharashtra and in the areas of all the 
universities and their role, not only in 
corrupting the exam system but, even more 
insidiously, in trivialising the course 
contents of various degrees. They might 
also wish to find out why almost all of 
the.se institutions are vehemently opposed 
to displaying theirown names on the aegree 
certiilcates and marks certificates of the 
student. Surely the chancellor has enough 
authority under the act to compel the 
university to display the name of the 
institution where a particular student stud¬ 


ied and was examined. In must cases, the 
university is only an examining body and 
the public has a right to know where a 
student was trained. 

Many more such relevant questions ca-i 
be raised but they cannot be studied in 
depih, nor can remedies be suggc.sted, m 


three months. A committee us has been 
formed by the chancellor holds ou< no' 
hope that it will come out with anything 
of substance. Maybe not much is expected 
of it. By and large, it is true that one shoul.1 
not get bogged down with the dramatis 
personae of the moment while consider¬ 
ing long-term reforms. But it is equally 
true that even a faulty system can be made 
to work up to some acceptable level with 
the right personnel. On the other hand, 
even the best-designed system can be mn 
aground in a brief period of time by a 
wrong set of people. After all, the present 
act under which uni versitiesinMaharashtra 
function is only four or five years old 
Judging by what has been reported. <• 
looks as if it has beeir^ total flop in solving 
the problems that faro universities. Tk‘ 
present ills of higher education it 
Maharashtra, in fact in all of India, arr 
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faults. But more urgently and ominously, 
they are also the result of a whole lot of 
ill-suited persons holding positions of 
authority in the system. 

There is no hope that either the chan¬ 
cellor or the committee appointed by him 
is ready to tackle any of the serious maladies 
that affect the working of universities, 

HARYANA 


I'HE state ot Haryana has the dubious 
di.stinction of having given the terms of 
Aaya Ram/Gaya Ram’ to the jargon of 
Indian politics. Not that the culture of 
detections is confined to Haryana alone 
or that it began with Haryana, yet the state 
has acquired a notoriety in political oppor¬ 
tunism. Notwithstanding the law against 
It. defections and opportuni.stic political 
alliances have become an accepted part of 
the Indian political culture. However, its 
acceptance and prevalence dries vary from 
state to state. In states like Kerala and 
We.st Bengal where a large majority of the 
electorate is polarised on party lines and 
IS oticn mobili.sed on ideological issues 
ind programmes, the culture of defections 
has bcc less prevalent. While in most 
other states of India, where the electorate 
i N often mobili.sed on considerations other 
than political programmes and ideologies, 
Sikh as caste loyalties, and where the 
support structures ot different political 
I onnat ions tend to overlap, defections have 
been rather common. 

Tlic recent political developments in 
Haryana provide an interesting example 
of the manner in which pc lilies has come 
lo function in India today. The installation 
of Om P'rakash Chautala of the Indian 
NationalLok Dal (INLD) as the chief minis¬ 
ter of the state in place of Bansi Lai, who 
had legitimately come to powerthree years 
ago, as the leader of the Haryana Vikas 
Party (HVP) in alliance with the Bharatiya 
Janata Party (BJP), might appear as a drama¬ 
tic development to an outsider. However, 
to those who have been familiar with the 
state politics, it wa,s hardly suiprising. 


wa «u* Mawr v* usw aawMawa aMwi* 0*a«raa 

as the chancellor in creating or aggravat¬ 
ing them. The committee's labours will be 
along well-trodden, predictable lines. It 
will find fault with some procedural 
lapses, as the chancellor has already done, 
hold some minor functionaries guilty, 
without even raising the questions dis¬ 
cussed above. 


The trouble started for Bansi Lai when 
his party lo.st must of the .seats that it 
contested during the last Lok Sabha elec¬ 
tions. On the other hand. Chautala* s INLD 
won as many as four seats (out of a total 
of 10 scats in the .state). Though the BJP 
had an alliance with Bansi Lai in the state, 
Chautala offered to .support the BJP-led 
alliance at the centre, in desperate need 
of numbers. BJP was only too happy to 
accept Chauiala's offer. Chautala was 
working with a well-thought-out political 
strategy. His prirnao» interest was to come 
to power in the state. He knew that given 
the political realities of the state, winning 
the BJP over to his side could be of crucial 
help if he wanted b) form his government 
in the state. However, it was only in June 
1999. when the BJP was reworking its 
political strategy in the state in view of 
the forthcoming Lok Sabha elections, that 
It actually .switched its alliance from Bansi 
Lai lo Chautala. 

On June 11 the BJP decided to withdraw 
the .support of its 10 MLAs to Bansi Lai's 
government. However, Bansi Lai could 
comfortably survive when he was asked 
by the state governor lo seek a vote of 
confidence on the June 25. Apart from the 
support of independent MLAs, he could 
also muster the .support of 12 MLAs of 
the Congress Party. He won the confi¬ 
dence motion with a margin of as many 
as 22 votes. Though, as it turned out to 
be, the Congrc.ss support was not crucial 
for Bansi Lai's survival in the confidence 
motion, supporting the confittence motion 
created a serious crisis for the state unit 
of the Congress Party. The faction led by 
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approve of the directive from Delhi. The 
Congress high command claimed that it 
decided to support Bansi Lai because it 
wanted to make sure that “casteist-com- 
munalist” alliance of INLD-BJP did not 
come to power in the state and to “prevent 
horse trading”. However, its real inten¬ 
tions were not all that ideologically 
motivated. 

Bansi Lai's government had lately 
become quite unpopular in the state. He 
had come to power with the promise of 
providing 'clean', efficient and develop¬ 
ment-oriented governance. He had also 
promised complete prohibition in the state 
to the women who had been mobilising 
themselves against the growing menace of 
liquor consumption in the Haryana coun¬ 
tryside. He did impose complete prohibi¬ 
tion in the state when he came to power. 
However, its implementation was far from 
satisfactory. Not only did the ban on the 
sale and purchase of liquor promote the 
boot-legging business and a new breed of 
criminals in the stale, but some of the close 
associates and family members of thechief 
minister were also accused of being in¬ 
volved in the illegal import of liquor from 
neighbouring states and of making huge 
sums of money in the process. 

More recently, he was seen as becoming 
unpopular for his style of functioning, that 
many found autocratic and authoritarian, 
and for having failed to keep his promise 
of providing uninterrupted power supply 
in the state. While the World Bank was 
patting him on the back tor having suc¬ 
cessfully initiated reforms in the power 
.sector, the people of Haryana were begin¬ 
ning to get agitated at the frequent cuts 
and uncertain power supply. In a state like 
Haryana where electricity is supplied to 
every village and irrigation largely de¬ 
pends on the tube-wells, an issue like 
regular supply of electric power rould 
become a critical political question. In 
neighbouring Punjab, for example, elec¬ 
tric power supply is not only more reli¬ 
able, it is also available tree to the cul¬ 
tivating farmers. 

Thus voting in support of Bansi Lai at 
a time when Congress was all set to encash 
on the anti-incumbency factor, did not 
seem to be a very sensible decision on the 
part of the Congress high command. It 
also failed to comprehend the dynamics 
of the Haryana politics. Once it realised 
its mistake, the Congress asked Bansi Lai 
to dissolve the state assembly and recom¬ 
mend fresh elections in the state alongside 
the Lok Sabha polls. However, Bansi Lai 


Change of Government and Beyond 

Surinder S Jodhka 


While the sense of regional identity has remained weak in Haryana, 
the state has evolved its own style of politics whose distinguishing 
feature is its preoccupation with caste. Caste issues will be a 
determining feature of the forthcoming elections. 


Economic and Political Weekly August 7, 1999 


22P 




refused to oblige and the Congress with¬ 
drew its support in less than a month after 
it had voted in his favour. Though Bansi 
Lai could have survived the vote of con¬ 
fidence on June 25 even without support 
from the Congress, the tatter’s decision to 
withdraw support and suggest dissolution 
of the a.ssembly created a sense of uncer¬ 
tainty among the legislators belonging to 
Bansi Lai’s party. Knowing that if asked 
to go back to the electorate, it could be 
difficult to get re-elected, most of the 
MLAs, including those of HVP oppo.sed 
such a move. In this atmosphere of un¬ 
certainty, Bansi Lai lost his sway over 
the legislators and a group of IS MLAs 
(out of 35) of his party, .some of whom 
were already feeling uncomfortable with 
Bansi Lai’s style of functioning, decided 
to defect and form their own party called 
the Haryana Vikas Party (Democratic). 

Once the Congress withdrew its sup¬ 
port and the VHP fell apart, Bansi Lai’s 
government was in minority. After some 
initial confusion and obvious political 
manoeuvring, Om Prakash Chautala, the 
leader of INLD emerged as an alternative 
to Bansi Lai. He was sworn in as the chief 
minister of Haryana on July 24, exactly 
a month after Bansi Lai had proved his 
majority in the house. The Congress ended 
up doing what it had claimed it wanted 
to stop when it initially supported Bansi 
Lai. i e, the formation of a government 
of INLD-BJP in Haryana. 

This is the fourth time that Chautala has 
assumed the office of the chief minister. 
Though like Bansi Lai, Chautala too hails 
from the local landowning dominant caste, 
thejats, unlike his predecessor or hisfather, 
Devi Lai. he is not known as a leader of 
the mas.ses. In fact, he enjoys a rather 
dubious reputation of leading short-lived 
governments. His first term as chief 
minister lasted less than si> months 
(December 2,19b‘i to May 22,1990). His 
second stint was only for five days 
(July 12 to July 16, 1990) and the third 
time he became chief minister, he had to 
leave within a fortnight- (March 22 to 
April 5,1991). His reputation in the state 
politics is also rather negative. 

However, it is not necessary that his 
performance this time is likely to be a 
replay of his earlier tenures. Much would 
depend upon the way his partners in the 
government act, particularly in view of the 
forthcoming Lok Sabha election^ The 
BJP’s sole interest would be to get as 
many Lok Sabha seats for its alliance as 
it can. Its political base in the state is 
confined to the urban centres, and on its 


own it cannot be expected to get many 
seats from the state. Accommodating the 
new ally of Chautala, the VHP(O) into the 
National Democratic Alliance could be an 
immediate and crucial question facing the 
new alliance. 

What could be the likely influence of 
the change of government on the forth¬ 
coming Lok Sabha elections in Haryana? 
Although the .state came into being 33 
years ago, students of Haryana politics 
have often argued that it lacks a strong 
regional political identity [see for instance 
Chaudhary 1986. Kumar 1991J. Having 
been formed more as an offshoot of the 
Akali movement for separate Punjabi 
speaking/Sikh majority-state than as a 
response to any regionaiist mobilisation, 
the sense of regional identity in the state 
has remained weak. Further, it has been 
pointed out that the local dialect, 
Haiyanavi, has been subsumed in the 
broader linguistic culture of Hindi, leav¬ 
ing no scope for the growth of a distinct 
Haiyanavi literary tradition. 

Whatever the case may be, o/er the 
years the stale has definitely evolved its 
own style of politics. Perhaps the most 
distinguishing feature of Haryana politics 
is its preoccupation with caste. Nowhere 
in north-western India, is the discourse of 
caste as prevalent as it is in Haryana. It 
has been argued that in Haryana one’s 
caste identity takes priority over all other 
identities. With the success of green revo¬ 
lution caste consciousness seems to have 
become even stronger [Verma 1986J. The 
political strategics here are woiked out on 
caste lines, elections are contested on caste 
lines, ande ven political analyses arc carried 
out on caste lines. 

Broadly speaking, one could identify 
four or five caste categories in the state. 
The most visible caste in the state has been 
the landowning dominant caste of thejats. 
Numencally they arc around 25 to 30 per 
cent of the stale population. The other 
landowning castes, such as gujjars, rajputs 
and rors arc each in the range ot 2 to 3 
per cent of the total state population. Ahirs, 
another landowning caste, constitutes 
around 6 to 8 per cent of the total popu¬ 
lation [as -n Verma 1986]. The Punjabi 
Hindus, who migrated from western Punjab 
at the time of partition and were rehabili¬ 
tated mostly in the urban centres of the 
state, constitute around 28 per cent of the 
state population. Though they are inter¬ 
nally divided, they have come to be recog¬ 
nised as a distinct caste category and over 
the years they have also learnt to act as 
a consolidated group in the state politics. 


just like the other castes. Apart from the 
Punjabis, the banias (the traders) and 
brahmins too have been quite visible in 
the Haryana politics. 

The proportion of the scheduled castes 
in the state is around 18 per cent. Most 
of them work as labourers with the 
landowning jats in the countryside and 
there is a perpetual conflict between the 
two caste categories. Similarly, there has 
been a simmering conflict between the 
upwardly mobi le jats who a,spirc for urban 
occupations and the already establiiihed 
urban Punjabis who until recently were 
called ‘refiigees’ and were seen as ‘out¬ 
siders’ by the ‘.sons of the .soil’. 

Notwithstanding his promise of fair 
governance, Chautala is viewed as an 
aggressive jat leader who is likely to give 
priority to the interest of his own commu¬ 
nity. This feeling is particularly strong 
among the Punjabis, the banias and the 
dalits. It is among these groups and a 
section of the agrarian castes that the 
Congress has had a .social base. A signifi¬ 
cant proportion of the Punjabis, on the 
other hand, has been voting for the BJP. 
In the emerging political scenario in the 
stale, although the Congress appears to 
have failed in its political .strategy, it may 
still succeed in getting a good number of 
votes. While being in power might work 
in favour of the INLD-BJP alliance, it may 
also provide an issue to the Congress 
against BJP for supporting a political 
i< irmalion whose track record has not been 
that of working in the interest of those 
groups who tend to vote for the BJP in 
the state. Dalits too ale li’icely to find the 
Congress more attractive than Chautala’s 
patty, provided their voles are not rigged. 
While the question of who is likely to get 
more votes from amongst these two po¬ 
litical formations (INLD- BJP vs Congress) 
is .still fluid, the political career of the third 
force in Haryana led by Bansi Lai seems 
to be llnished, at least for the time being. 

[I am grateful to P S Verma and Pradetp Kumar 
for discussion I had with them on the subject 
Errors and omissions, if any. are obviously mine.] 
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liivlng the Sioldier His Due 

N B Grant 


Regardless of everything else, isn ’t the Indian soldier entitled to 
social prestige and respect if he is expected to die for his country in 
the wars the government chooses to fight? 


THE Kargil battle has suddenly brought 
about a countrywide concern for the sol¬ 
dier. who till then was forgotten and taken 
for granted by a complacent nation. Never 
since independence, has there been such 
a spontaneous acclaim for the welfare of 
the jawan and his family, for which money 
has been pouring in on a wave of so-called 
patriotism. People even started giving 
blood, wrote many of emotionaMetters, 
and the media was agog with adulation 
for the soldier Although 50 times the 
Kargil numbers have died in the 1065 and 
1971 wars and with the IPKF in .Sri Lanka 
and arc still dying in battlc-likc skirmishes 
on our borders, they have seldom been 
highlighted, and promi.ses made to their 
families, if any, have been long forgotten. 

Within three days of the guns of Kargil 
having stopped tiring however, one had 
to hunt to find the name of ‘Kargil' 
mentioned anywhere in the media, its place 
being taken up by poMtical wrangling of 
the coming elections - it is now business 
as usual. The irony of all this is that, a 
poll taken only last week, by two national 
journals indicated that, in spite of the 
surge for patriotism and a considerable 
increase in the pay package of the ser¬ 
vices, only 10 per cent of undergraduates 
and post-graduates in the country opted 
for a career with the armed forces. 

What is it then that makes a youth join 
the forces to fight, and in the process 
willing to die. Studies of wars have . mply 
proved that, ultimately a soldier makes the 
supreme sacrifice not because he is more 
courageous or more patriotic than his 
civilian fellow mate; he certainly does not 
do it for the army pay he receives or the 
false promises made to him; even the Army 
Act does-not enjoin him to die; the only 
reason he dies without batting an eyelid 
is because he is made to believe that he 
is a superior citizen, and as such, cannot 
let himself down in the eyes of the nation, 
but more so let down the honour of his 
regiment. 

The question therefore arises, as to how 
this feeling of superiority can be incul¬ 
cated in the soldier in peace time, so that 
it becomes a part and parcel of his entire 
mental make-up and automatically mani¬ 


fests itself during a crisis in battle. No 
country in the world, including a rich one 
like US, can afford to pay its military 
personnel as much as they would earn in 
industry. However, the civilian society of 
tho.se countries .see to it that the military 
officer, in spite of his meagre salary, is 
automatically accepted in the highest of 
society and the be.st of clubs, and at no time 
is his honour and prestige over allowed 
to be lowered in the eyes of the nation. 

Let us illustrate this from some random 
examples. During the victory in Europe 
(VE) Day commemoration ceremonies at 
Hyde Park, Umdon, the prime minister in 
waiting of the British Labour Party, paid 
our Indian suhedar (Hon Capt) Umarao 
Singh, VC, the ultimate respect, when he 
alighted from his car, saluted Umarao, and 
gave him the right of way, stating, “How 
can I drive my car ahead of a VC”. 
However, in sharp contrast to this, when 
our IPKF boys returned Sri Lanka, the 
thenTamil Nadu C^M, leave alone making 
any attempt to ceremoniously receive them 
and give them a hero’s welcome, went out 
of his way to slight them. 

Again, it is unthinkable that, our presi¬ 
dent and Supreme Commander of the 
Forces, has never once paid homage to 
the unknown soldier at the Amar Jyoti 
Memorial at India Gate on Republic Day, 
nor has he, leave alone visited Kargil, but 
has bothered to even address our troops 
on TV. In no country is the old soldier 


ireaiea witn as muen callousness as ours. 
Although idealised in uniform during a 
national crisis as in Kargil, it is revealing 
that, a retired government peon is better 
off than the ex-serviceman, who even 
today, is not officially entitled to free 
medical treatment after retirement, which 
is given to his civilian counteipart. 

Finally, if there is one event on which 
we must hang our heads in shame, it was 
when two years ago. at the SOth anniver¬ 
sary of the founding of the UN, at a function 
held at Sapru Ho.use in New Delhi, after 
several foreign and Indian dignitaries had 
spoken, it was left to a UN British rep¬ 
resentative to ask the audience to stand in 
silence in tribute to the seven Indian 
medical personnel ki lied in Somalia. There 
can be no greater shame, than for our 
erstwhile rulers to remind us to venerate 
our own service dead. 

Nothing will inspire men to take to the 
profe.ssion of arms and make the supreme 
sacrifice except political leadership, which 
is prepared to place the ‘izzat’ of the soldier 
as the foremost battle winning factor. 
Whereas all other countries, including 
Pakistan, have gone out of their way to 
foster this feeling, our country has sti II not 
grasped the significance of the word ‘ izzat’. 

In another emergency like the present 
one in Kargil, the Indian soldier will again 
gladly make the supreme sacrifice to safe¬ 
guard the security of the nation, as he did 
in the two previous wars with Pakistan and 
also in Sri Lanka. The nation in turn owes 
it to the soldier to give him a place of 
honour in peace, but much more than that, 
to enhance his social prestige in the eyes 
of the nation. If we want the better type 
of youth to take to the profession of arms 
as he once used to, and be prepared to die 
for his country as he did at Kargil, we must 
create conditions of honour and prestige 
for the armed forces. 
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US steel Crisis: Tree TVade’ Dumped 

A S Firoz 


It is interesting that all through the recent steel crisis in the US, 
government agencies and politicians alike, all otherwise strong 
votaries of free trade, were emphatically seeking measures quite in 
contravention of WTO agreements. 


EVERY steel crisis wreaks havoc in 
America’s ideological framework. It has 
happened this time also as the industry and 
the government agencies went ail out to 
protect and support the US steel industry 
that suffered, like many others in the world, 
from an unprecedented crisis starting mid- 
1998. On the one hand, the US industry 
and the government could not depart from 
their strongly and oft articulated pledge 
to free trade, while on the other found a 
major industry being washed out in the 
deluge of cheaper imports. 

In 1998 the US was the strongest steel 
market in the world accounting for a 
consumption (represents apparent con¬ 
sumption and not actual consumption) of 
over 119 million tonnes of finished .steel 
products.' In fact, the US market was 
growing su'adily over the past few years 
as seen from a 20 per cent increase in 
consumption recorded over the period 
1995-98. During the .same period, the 
global consumption increased by only 5.5 
percent. In 1998, when the US consump¬ 
tion was up about 6 million tonnes, the 
same globally was down 7 million tonnes.^ 
Imports of steel into the US .soared to a 
record high from 28.3 million tonnes in 
1997 to 37.6 million tonnes in 1998. 
Against this, US crude stec! production 
grew only by 3.4 percent during 1995-98. 
In 1998, ill fact, production fell marginally 
in the face of the massive surge in imports 
{Report of Wo’\' Steel Industry). The 
situation is worse in the first half of the 
current year as the US .steel production 
dropped 9.3 percent from that in the .same 
period last yearcompaied to a global drop 
of 4.6 per cent (IlSl Monthly Report, 
July 19. 1999). 

The US steel industry naturally suffered 
the most when it should have prospered. 
Strong growth in .steel demand was pos¬ 
sible because the US economy had a dream 
run - growing strongly for several years 
now. The unprecedented growth was, 
however, marred by internal conflicts of 
interests. The strong dollar and the crash¬ 
ing currencies in Asia, CIS and Latin 
America led to an incrca.se in US imports 
making many do.mestic industries fight 
for their survival even on an expanding 


market. Steel was one such product that saw 
cheaper imports hitting the US producers 
hard. As competition brought down prices, 
the steel companies saw their bottom lines 
crash. “We are in the midst of a crisis that 
poses an unprecedented threat to our steel 
companies. At stake arc thousands or more 
steelworker jobs and millions in lost rev¬ 
enues, both of which affect the stability 
of families, communities, major steel-using 
industries, stockboldcrs, and consumers”, 
said American Iron and Steel In.stitutc. 
(American Iron and Steellnstitutc, website. 
www.,stccl.oig.) For the US steel produc¬ 
ers, there were reasons to panic. They 
claimed that the “US steel industry is an 
outstanding example of an industry that 
has reinvented itself to become a world- 
class competitor”. According to American 
Iron and Steel Institute (AISI), 50 billion 
dollars have been invested on modernising 
the industiy m -lake it globally compc'ti- 
tive. The mdii^lry brought in .stale-of-thc- 
art plants and machinery and io< 4: the best 
in technology availablein the recent pei lod. 

They were right. But, that was exactly 
what had happened in many countries. 
The collapse of the Asian and Ru.ssian 
economies threw 33 per cent of the woi Id’s 
steel capacity into deep trouble as their 
home markets and traditional export 
markets virtually disappeared. The global 
prices dropped by as much as 30-40 per 
cent in the course of a single year (1998). 
Interestingly, by co-incidence or other¬ 
wise, some ot the worst hit economies 
were major steel producers - South Korea, 
Japan, Brazil and the CIS countries. Also 
affected were tho.se economies which had 
bought a lot of steel from the world market 
prior to the crisis, say, south-ea.st and east 
Asian countries. Therefore, on the one 
hand, the iroublc-tom economies had less 
steel to buy and on the other in many cases 
more steel to sell. While many economies 
tumbled andtcel demand there fell to the 
rock bottom, the U.S and western Europe 
continued with unprecedented hunger for 
steel. As a result, steel exports changed 
destinations and direction. Asia that used 
to swallow a huge quantity of steel earlier, 
much from western Europe, turned a net 
importer and European Union, a tradi¬ 


tional net exporter turned net importer. 
US, a favourite of all steel exporters, saw 
steel cro.s.sing iLs borders from all direc¬ 
tions. Impoits increa.sed mainly from Japan 
(by 163 per cent in 1998 over 1997), 
Russia (59 per cent), Korea (109 per cent). 
Australia (117 per cent). South Africa 
(106 per cent), Indonesia (496 per cent] 
and India (94 per cent). As again.st this, 
the traditional exporters of steel into the 
US either faced a drop or managed only 
a marginal increase - EU (-4 per centj 
Canada (3 per cent), Bra7.il (-4 per cent). 
Mexico (-4 per cent) and Turkey (-14 pci 
cent) (Data released by US Department ol 
Commerce, AISI website). For the US 
steel industry, apart from a sheer increase 
in volume imported, the new sources ol 
imports were a big concern. The increase 
in imports in 1997 did not make the US 
worry much as both the world and do- 
me.siic prices were higher than those in the 
previous year and the industry as a whole 
was all set to make good profit, as in fact 
it did. The operating profits of the majoi 
US mills rose Irom about $ 33 per tonne 
in the first quarter 1997 to about S 40 pci 
tonne in the .second to finally slip back 
to $ 34 per tonne in the fourth {Steei 
Strategist. World Steel Dynamics. June 
1998). The situation was going from bat 
to worse day by day in 1998 as the impaci 
of the Asian crisis came to be tell on the 
steel industry. Global prices continued tr 
fall in the first half of the year. But, strong 
drimestie demand still kept the US indus¬ 
try above the danger mark. The turn ol 
events in the .second half of the year was 
not only unexpected but also beyonc 
anybody's imagination. 

But, so strong was the US market lhai 
the US domestic prices remained signifi 
cantly higherthan those i,i the world markc 
for a long lime after imports started tc 
incrca.se ai an alarming pate TTic US 
market responded slowly toihedraslicall) 
changing conditions elsewiiere in the 
world. In the .second hall of 1998, every 
body was aware of the rise in imports bu 
nobody really knew how much of stee 
was actually hitting the US shores. Tlu 
magnitude ot the problem could not bt 
asses.sed. The commerce department ad 
mitted lag in collection of import figures 
They also decided to make special effort! 
to bring out the import figures by the las 
week ol the next month. Imported stee 
piled up in every port. By the time the rca 
quantum of imports was a.sccrtained, tht 
damage was already done. Domestic pncc! 
dropped sharply on a ‘death spiral’. Thi 
outcome was predictable. Stiff competitioi 
left the domestic industries scurrying fo 
support as their survival was threatened 
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Industry Response 

As in the past, the industry rose to its 
defence with massive political support. 
Full page advertisements appeared in major 
American dailies. ‘Stand up for steel' was 
the call of the industry asking for govern¬ 
ment support and protection. “What we 
need is an effective global solution to 
America’s steel trade crisis”, said AlSI’s 
president and CEO Andrew G Shaiicey, 
III (USA Today, April 14). Lobbying 
became intense and the US Congressional 
Steel Caucus made hue and cry in every 
possible quarter. A house resolution called 
for a ban on imported steel (The Bipartisan 
Steel Recovery Act (HR 975)). Many 
others were moved cither to seek restric¬ 
tion on imports or for financial suppoit for 
the industry. 

The reason why the US steel industry 
became restless was that in the last few 
years, the industry had invested heavily 
not only on acquiring modem technolo¬ 
gies but also in setting up hi-tech greenfield 
plants. The new run of investment had 
tollowcd a tortuous path of restmeturing 
that had seen a large number of .steel 
producers becoming a part of history. This 
time, much of the expected success from 
these investments depended on the con¬ 
tinued growth of their home markets and 
competitiveness of the new industry. The 
first being already ensured, the efforts of 
the industry was to achieve global effi¬ 
ciency in production. This would have 
been there in the normal course ot time 
and the US industry largely would have 
remained profitable in the foreseen future. 
But the sudden loss of market and com¬ 
petitiveness (due to strong dollar mainly) 
threatened the industry not only with red 
ink in their accounts for a year or two but 
more strikingly with the prospect of many 
companies going totally bankrupt under 
some heavy financial .strain. The threat 
bankruptcy loomed large on even some 
of the most modern and competitive 
producers. It is an irony that the US steel 
industry fell into one of the deepest pits 
when the dome.stic demand in the country 
was at its best in .several years. It was a 
year that the dome.stic indu.stry would look 
for a killing. Such opportunities come 
once in a while only in an industry known 
for its cyclical ups and downs. Therefore, 
the expectation of the industry was sky 
high and reasonably so. 

In the campaign to defend the US steel 
industry, also was recognised the impor¬ 
tance of the industry in the country’s 
economy. Those who did, never hesitated 
to tell others that .steel was a global com¬ 
modity, available everywhere and that 


every country need not make efforts to 
produce it, went on to say, “The ultimate 
victims would be US consumers. Not one 
of the world’s leading industrial nations 
can function effectively without the abil¬ 
ity to produce steel. It is fundamental to 
a successful economy. Are we willing to 
give this up to help the economies to 
Russia, Japan. Korea, and China? We are 
sympathetic to other countries’ suffering, 
but we cannot .solve their problems at the 
expense of American steelworkers’ jobs 
and at the risk of losi ng the world’s cleanest 
and most efficient steel industry.” The US 
steel industry called the imports as ‘illegal ’, 
unfairly traded, dumped and subsidised. 
The industry sought tough actions as 
quickly as po.ssibic. 

As had happened in the past, the re¬ 
action of the US government to the en¬ 
suing crisis was at best a bundle of ad hoc 
actions far removed from any determined 
and well thought out trade policy. The US 
department of commerce issued one state¬ 
ment after anotherexpressing concern over 
the increase in importsof steel. The govern¬ 
ment took a strong posture. While admit¬ 
ting that the steel crisis was the result of 
economic and finuncial crisis elsewhere 
in the world, commerce secretary Daley 
said “We at the department of commerce 
strongly support an open global economy. 
However, I made clear...that I will not 
stand by and allow the US to be a dumping 
ground for struggling foreign economies. 
I will not stand by and allow US workers, 
communities and companies to bear the 
brunt of ether nations’ problematic poli¬ 
cies and practice.s. We arc the most open 
economy of the world. But we are not 
the world’s dumpster” (Wiliam Daley, 
reported by AI.SI on its website). He said 
further“We...will u.seevery weapon at our 
disposal to ensiite that our essential US 
industries, like steel, and the workers of 
those industries, are not jeopardi.scd by 
foreign unlair trade practices. We will 
enforce our trade laws as vigorously and 
as expeditiously as possible.” The govern¬ 
ment thus assured the industry in no 
uncertain terms that action would be taken 
on the trade cases if filed, even before the 
same were filed and thereby encouraged 
the indu.stry to do sc. 

The US government’s concern about 
the industry’s plight was genuine and well 
founded. The reasons were political as 
much as economic. The steel industry in 
America has always been known for its 
strong political lobbies and in the pa.st 
had seen massive social and political 
outbursts as steel mills closed one after 
another falling to increased global com¬ 
petition (Steel and the State, Howell, 


Noellert, Kreier and WolfO- Nobody 
wanted that to recur. But, there were not 
many options. A WTO member country 
strongly declaring its commitment to free 
trade could not either bring in quantity 
restriction or import duty hikes. The 
government also had to see the intere.sts 
of the steel user industries. When the steel 
industry asked for protectionist measures 
the user industries countered it by saying 
that expensive steel would make them 
globally non-competitive. The closure of 
their industries and reduction in external 
steel trade would lead to much larger 
unemployment and widespread economic 
di.sturfoance. Caught between these two, the 
US government had to tread with caution. 

The US government on the one hand 
gave a c lear signal to the industry that they 
could expect favourable response in any 
future or ongoing cases by declaring that 
dumping had affected the US steel indus¬ 
try before any investigation was carried 
out and on the other made it clear that 
demands such as the one for an outright 
ban on imported steel would not be ap¬ 
preciated. The house resolution calling for 
a ban on imported .steel was blocked in 
the Senate before it could reach Clinton 
administration. The senate has sat indefi¬ 
nitely on many other house resolutions 
pressed in to benefit the steel industry. 
Some of the.se include bail out packages 
for companies facing this financial tur¬ 
moil in the form of bank loans and gov¬ 
ernment guarantees for loans from private 
banks. The Clinton administration was 
visibly uncomfortable with such propos¬ 
als as any action in the line propo.sed 
would violate the couniry's commitments 
to the WTO. But, as promised, the gov¬ 
ernment look quick, lough and effective 
action against imported steel as settlement 
of anti-dumping and countervailing cases. 
Unlike in the past, when the mortality 
rates for steel dumping cases used to be 
high, almo.st all cases filed in the recent 
period, especially after the onset of the 
crisis, saw results. The industry had 
avoided filing useless ca.ses and had their 
eyes well set on the potcniiaJ danger 
countries and products. 

Massive anii-duinping duties were 
slapped on hot-rolled coils from Japan, 
Russia and Brazil. Japan, sensing the 
futility of exporting to the US markets 
when anti-dumping duties were imminent, 
reduced theirexports. The Japanese govern¬ 
ment and industry had rounds of talks 
with US counterparts to somehow diffuse 
the situation. But, nothing happened 
despite their unilateral decision to cut 
exports. Russia and Brazil also did their 
best to get out of the trouble. Both these 
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quota, floor prices and moratorium on 
exports to the US under su.spension agree¬ 
ments in lieu of anti-dumping duties. 

Even though on paper the suspension 
agreements were not unilateral coercive 
actions of the US government on the other 
party, there are interesting elements to be 
seen in those which reflect the muscle 
used by the US authorities. The agree¬ 
ments were not between the industries in 
each country and were opposed largely by 
the industries in these countries. The mo.st 
striking feature in each of the agreement 
was the element of floor prices, set much 
higher than the prevailing prices. For 
example, the revised suspension agree¬ 
ment puts a bill stop to imports of hot- 
rolled coils from Russia for the rest of the 
year Then there is a fltxtr price set at a 
level much higher than the best price 
Russian mills can expect in the current 
market. The question is if there is not to 
be any import then why set a floor price 
for this product now? For Brazil, the 
moratorium on imports of hot-rolled coils 
(into the US) is up to the end of September. 
Then there is the floor price of $ 327 per 
tonne, perhaps c and f (not explicit in the 
statement issued by the commerce depart¬ 
ment but presumably so). There is the 
added condition, if the steel prices rise, 
the floor price will be revised and under 
no condition could the Brazilian price be 
more than 6 per cent lower than the US 
reference’ price. If the reference price is 
to be worked out on the basis of ‘list’ 
prices of major mills then that would be 
set nai.irally at much higher level than the 
actual pnee as it will not take into account 
the di.scounts on the list prices In certain 
cases, di.scounts can be anything between 
10 per cent and 20 per cent. This prac¬ 
tically means that there will not be any 
import ot these products in future as no 
sensible buyer w ill be paying more for the 
Brazilian produ,*.,. This is really ‘free 
trade’ and ‘competitive’ US policy! 

Brazil or Russia perhaps did not have 
any option. Russia not being a member 
of (he WTO could not even question the 
US decision to impose anti-dumping duty 
as high a.s 217 per cent in any forum. At 
these rates of dumping duty there was no 
possibility of any Russian hot-rolled coils 
getting sold in the US markets. Therefore, 
every other scheme that had given them 
at least some chance of maintaining their 
presence in this huge market was accept¬ 
able to them. They in fact agreed to have 
lowerimpori quota for hot-rolled and cold- 
rolled .sheets in exchange of higher quota 
for slabs and other products. Interestingly, 
in (he first suspen>-' ion agi cement, the quota 
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was the US industry that led the protest. 
Reason is simple. A large number of US 
mills depend on imported slabs. They will 
be out of the market if the flow of Russian 
slabs stops. Similarly, a large number of 
mini mills have threatened legal action 
against imposition of quota on pig iron - 
a raw matenal for them. Brazilian produc¬ 
ers also had similar problems. They will 
have to restrict hot-rolled coils and will 
have to concentrate on other products not 
in conflict with the US industry like slabs 
and billets again. 

The US government thus eliminated 
major potential competition in their home 
market. Although the suspension agree¬ 
ment. especially with Brazil is being ques¬ 
tioned at various circles as WTO member 
country governments are prohibited in 
general from signing voluntary restraint 
agreements, the US government has tried 
to link everything to the already estab¬ 
lished dumping cases and thereby get legal 
sanction for all its actions. Comments on 
and analysis of the validity of these ac¬ 
tions may go on and on. But, the damage 
in full course has already been done and 
the US industry has got its much sought- 
after protection at the end of the day. 

Interestingly, m spite of such strong 
support from the government, the US 
industry did not look satisfied and happy. 
Such was the expectation of the industry 
from the government that every govern¬ 
ment action over the entire crisis period 
was considered grossly inadequate and 
not strong enough.” As an unapologetic 
free trader. I am disheartened by Clinton's 
unwillingness to enforce our trade laws. 
It is our advantage to trade with other 
nations, hut (his trade must be fair and in 
accordance with existing laws and treaties 
While Clinton i.i looking at Wall Street, 
folks in Sparrow’s Point, Maryland arc 
looking for work” said Robert L Ehrlich, 
Jr {American Metal Market, March 30). 

American Iron and Steel Institute left no 
stone unturned to propagate the steel cause. 
The steel industry even strongly oppo.sed 
the suspension agreements with Brazil 
and Russia calling both compromises and 
concessions given to foreign steel. They 
feel that the agreements do not provide 
long-term and stable protection to the 
industry (C H Barnette, chairman and CEO, 
Bethlehem Steel, quoted in American 
Metal Market, July, 13). 

The US industry today stands divided 
and confused as far as the suspension 
agreements are concerned. They wanted 
specific and well targeted product and 
country-based anti-dumping and counter¬ 
vailing actions. They fear that suspension 
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standing and sanctity as anti-dumping. 
The anti-dumping actions, once imposed, 
stay for five years before a review is 
undertaken for further continuation. In the 
US. history shows anti-dumping duties 
remaining in force for much longer period. 
Of course this was possible in the past as 
the US trade law did not have a sunset 
clause for anti-dumping actions. In effect, 
the US industry wanted a permanent 
downing of shutters for foreign steel. They 
were also perhaps sure that as happened 
in the past the reviews could always be 
shaped in their favour. As against this, the 
altemati ve arrangement docs not have well- 
defined life and will be subject to various 
political pre.ssure. Then the problem of 
inclusion of feed and raw materials in the 
agreement that go against the industry 
remains unsolved. There is another fear 
as well in case the agreements are called 
illegal by any US court of law, what will 
happen to the anti-dumping ca.ses? - 
During the entire 1998-99 .steel crisis 
many government agencies and pol iticians, 
otherwise strong votaries of free market, 
forgot what they had all along cried for 
and asked for measures totally in corira- 
vention of even WTO agreements. This 
time they did not really want to get into 
the debate on principles ol trade. They 
wanted immediate action all (hat is pos¬ 
sible, within the framework of law of 
course. ‘The low cost, highly competitive 
US steel industry has supported virtually 
every initiative to liberalise trade in recent 
years. Accordingly, this is not a 1980s 
debate between ‘free trade’ and ‘protec¬ 
tionism’. Ourrcstructured icvitaliseu .steel 
indu.stry doesn’t need ‘favours’. What we 
need but do not have is lair, rule ba.scd, 
two-'vay free trade” (Andrew G Sharkey 
III. USA Today. April 14). Survival first 
- ideology may follow! But, this was not 
something new lor the US especially in 
the history of its steel industry This is one 
industry that has always thrown up issues 
(hat shatter the free market ideology to 
fragments. The US will remain at best the 
self proclaimed defender of free trade till 
such a time as its own interests arc best 
served. 

Notes 

1 Estimated by International Iron and Steel 
Institute, Brussels, 1999 Apparent consump¬ 
tion = production-cxpoits-i-iinpoits. Variation 
in stock is not accounted for. 

2 The intensity of the global steel crisis is 
appreciated letter if one takes into account the 
actual consumption of steel during the year 
considering variation in stock. The drop in 
1998 in actual consumption of steel in 1998 
from that in 1997 has been estimated by the 
author at about 25 million tonnes. 
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SOUTH AFRICA 

Reflections on Post-Mandela Era 

Vishnu Padayachee 
Imraan Valova 
Thokozani Xaba 


Now that he is president, will Thabo Mbeki be able to stick to the 
fundamentals of the growth, employment and redistribution (GEAR) 
macro-economic strategy widely known to have been authored by him 
in his effort to speed up the delivery of development to the poor? And 
if he does, will GEAR still receive support from market players 
worldwide? 


IN his after-dinner speech on the day of 
the inauguration of Thabo Mbeki as 
South Africa's second democratically- 
elected president, former presidentNelson 
Mandela, observed, not for the first time, 
that his former deputy had been the de 
facto leader of the country since 1997. 
Mbeki had been a high-ranking member 
of the ANC for many years; for sometime 
he headed its international affairs depart¬ 
ment in exile; he was arguably the key 
ANC figure in the pre-1990 meetings 
with ‘verligte’ (enlightened) Afrikaner 
academics and politicians and (English 
and Afrikaner) businessmen; and he has 
been publicly identified as the force behind 
the formulation of the ANC-led govern¬ 
ment's growth, employment and redistri¬ 
bution macro-economic strategy (GEAR), 
which was well received by market players 
worldwide. 

So Thabo Mbeki is no obscure figure. 
Yet. as South Africa's second demtKratic 
elections loomed, a variety of is.suc.s and 
que.stions about the man who. as ANC 
president, was about to move into the 
presidential suite at the Union Buildings 
in Pretoria, continued to occupv the 
attention of his political opponents, 
commentators, market players, and the 
like. Central among these were: 

- Will the ANC under Mbeki win a 
decisive-enough electoral victory, one at 
least close enough to that achieved under 
the nationally and internationally revered 
Nelson Mandela in 1994? 

- Will the ANC win a two-thirds majority 
in the elections? A two-thirds majority 
would allow a party to change some aspects 
of the constitution, including for example, 
theindependentstatus of the South African 
Reserve Bank. Some opposition parties 
based their entire campaign around the 
call to stop the ANC from winning such 
a majority. Some economic analysts also 
argued that ‘markets’ would be ‘happier’ 


if the ANC did not gain a two-thirds 
majority. 

- Will Mbeki be inclined to centralise 
power in his office, so threatening the 
process of deepening and consolidating 
South Africa’s still maturing democracy? 
Concerns were rai.scd in some reports that 
he may rely increasingly on an inner circle 
of trusted friends in making crucial 
decisions, so bypassing democratically- 
elected structures. 

~ Will Mbeki stick to the fundamentals 
of GEAR (as business wanted) or change 
economic policy (as some in the unions 
wanted) in an ct fort to speed up the deh very 
of development to the poor and the 
marginalised, an objective that he has 
emphasised repeatedly as central to his 
presidency? 

- Will the ANC under Mbeki increasingly 
focus on a project of Africanisation via 
means that would threaten so-called 
minority (whites, coloureds and Indians) 
rights and so undermine the still fragile, 
non-racial character of South African 
society? 

These were the key issues that verc 
raised in the run-up to the elections. They 
are arguably the is.sues around which any 
future assessment of Thabo Mbeki’s 
presidency will be made. 

Eu CPON Results 

South Africa’s second democratic 
elections, for both the National Assembly 
and nine regional assemblies, took place 
on June 2,1999. Despite concerns about 
ihe adequacy of the resources available to 
the Independent Electoral Commission to 
conduct and manage the elections, the 
entire process went off reasonably well. 
Enthusiasm among the electorate, going 
by the high votertumout, was significantly 
higher than many pollsters had predicted. 
Some 80 per cent of the eligible population 
are reputed to have registered and abou: 


75 percent of these actually voted. Levels 
of violence, even in .some volatile areas 
in the KwaZulu-Natal (KZN) midlands, 
were noticeably low. The electoral proccs.' 
was judged to be free and fair by 
international observers, and the results 
were not disputed (in any significant 
manner) by the political parties All these 
factors suggest a growing level of maturity 
in South African politics. 

The election outcome in brief was as 
follows; the ANC won 66..^5 per cent of 
the vote lor the National Assembly, as 
against 62 per cent in the last election. In 
proportional terms it not only maintained 
the support of the black majonty, but 
increased it. However, the ANC fell 
fractionally short of a two-thirds majority. 
It received the highest support for the 
National Assembly in Mpumulaiiga 
province (85.26 per cent), and its lowest 
national support in KwaZulu-Natal 
province (39.77). The Democratic Part> 
(DP) by gaining 9.56 per cent of the vote 
ousted the New National Party (NNP), the 
party of FW de Klerk (now retired^, from 
the role of official opposition. It received 
its highest national support in Gauteng 
(around Johannesburg and Pretoria) Chief 
Buthclezi's kikatha Freedom Party (8.58 
per cent) surprised many by coming third 
in the National Assembly, with the NNP 
(6.87 per cent) in fourth place. A vaiiety 
of smaller parties made up the rest. 

At the provincial level, the ANC won 
seven out of the nine regional assemblies. 
Although it won the largest share of the 
vote in the western Cape (42 per cent), the 
main opposition jiarties (the NNP and the 
DP)succeeded after difficult negotiations, 
in forming a coaiituin government, so 
relegating (he ANC io Ihe opposition 
benches. The ANC despite its large share 
of the regional vote, ended up with no 
representation on the regional cabinet. The 
ANC’s trade union allies immediately 
organised a march in protest against the 
perceived ‘ganging up’ of the opposition 
parties to prevent the ANC from being a 
major partner in the regional government. 
Continued ma,ss action against the NNP- 
DP government was threatened. 

In KZN, the IFF gained a slender lead 
over the ANC, although neither party 
achieved an outright majority. While there 
appeared to be agreement that these two 
parties would form a coalition government 
to run the province, questions about 
whether or not Buthelezi would accept the 
national post of deputy president in 
exchange for an ANC premier in KZN; 
who. i f the IFP was to lead the government, 
would be premier: whether the regional 
capital would be in Ulundi (as the IFP 
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wanted) or Pietermartizburg (favoured by 
all other parties), all combined to initially 
stall negotiations. In the end, following 
the president’s decision to appoint an ANC 
person to the deputy president (and not 
Buthelezi), the ANC withdrew its 
nomination of Sbu Ndebele for KZN 
premier in favour of Lionel Mtshali. The 
regional cabinet posts were split six to four 
in favour of the IFP, although this may 
only be a provisional distribution. 

I.et us now look more closely at a dis¬ 
aggregated picture of the election results. 
In the realm of what, for analytical 
purposes, one may call ‘Black politics', 
the election clearly con.solidated the power 
of the ANC and relegated most other Black 
political movements to the backwaters. 
Liberation movements .such as the Pan 
African Congress of Azania (PAC) and 
the Azanian Peoples Organisation 
(AZAPO) which, like the ANC, were 
accorded special status in many global 
foninis in the years of struggle, were shown 
to have no real support base. These parties, 
as well as the Socialist Party of Azania 
(SOPA) with their left-wing ideology (or 
rhetoric) and Black consciousness history, 
have been ail but wiped off the political 
stage. They have, it seems, failed to make 
the shift from liberation politics to 
mainstream parliamentary politics. 

There are, however, small pockets of 
support in both urban and rural areas for 
other Black parties - former Transxei 
homelands leader, Bantu Holomisa’s UDM 
polled a little more than SO per cent of the 
vote in his 'home town’, Umtata; the IFP, 
having been astute enough to bring the 
combative Lionel Mtshali back from the 
national stage to lead the party in KZN 
exceeded the predictionsof most pollsters, 
wh? sugge.sted that it would not get close 
to winning the province; in the remote 
north-west province, another ’apartheid 
dinosaur’ ih'i former Bophututswana 
homeland leader, Lucas Mangope’s 
relatively new United Christian Demo¬ 
cratic Party, did well enough to become 
the offic'al opposition in that province. 

In KZN, the overtly Indian-based 
Minority Front, led by yet another figure 
from the apartheid past, Amichand 
Rajhansi (at one time leader of the ‘Indian 
chamber’ of the detested Tncameral 
parliament under former presidents P W 
Botha and F W de Klerk) id well enough 
to win a scat in the National Assembly for 
the first time. The party immediately and 
formally allied itself to the AI'IC, in this 
way giving the ANC theextra national seat 
it needed to achieve a two-thirds majority 
in the National Assembly. Its two seats in 


KZN regional assembly gave the ANC an 
equal number of seats as the flPP, so trum¬ 
ping the latter’s chances of automatically 
assuming the lead role in the new provincial 
government. 

Among White voters, the rise of the 
Democratic Party under the leadership of 
Tony Leon and the shift away from the 
NNP has been the most important 
development. The Democratic Party, 
ostensibly the heir to the ‘liberal’ legacy 
of Helen Suzman and the old Progressive 
Party, which fought a lonely struggle within 
the framework of the old parliament, rose 
from the ashes of the 1994 elections to 
oust the NNP from the status of the official 
opposition. However, it did so on the basis 
ofaradical frcc-market economic ideology 
and a political message (moulded around 
its ‘Fight Back' slogan) so far right of 
centre that it succeeded in attracting 
traditional NNP votes and even far-right 
Afrikaner support in some parts of the 
country. 

The DP also made inroads into NNP and 
arguably even ANC support, among Indian 
voters in some areas. It did this mainly by 
successfully exploiting working class and 
lower-middle class Indian minority 
concerns about the 'dangers’ of the ANC’s 
affirmative action policies. But the DP 
failed miserably to win any significant 
support within the African majority 
population, and despite its 'success' its 
future under its present policies and 
leadership style, appears to be very 
uncertain. The NNP appears to have paid 
the price of pursuing a racially-inclusive 
politics, something that appears not to 
have gone down well within the 
conservative segment of the White 
electorate. 

Another significant development within 
White politics (as it were) which emerged 
from this election was the poor 
performance of General Constant 
Viljoen’s Freedom Front (FF), a patty 
whose main aim is to protect Afrikaner 
rights. Although smaller and newer parties 
operating within the same framework and 
philosophy, like the Afrikaner Eenheidsbe- 
weging (Afrikaner Unity Movement) and 
Louis Luyt’s Federal Alliance managed 
to win one scat each in the National 
Assembly, the ‘threat’ of a right-wing 
Afrikaner revolt against the new regime, 
which occupied so much of the attention 
of foreign journalists and diplomats in the 
run-up to the 1994 elections, has all but 
disappeared. The threat which ran through 
the very heart of White South African 
politics for most of the 20th century, i e, 
Afrikanerdom and Afrikaner nationalism. 


has, in the space of five short years, been 
sidelined, even smashed. 

So where does ail this leave opposition 
politics in the next five years? Despite its 
growth the DP is small and appears to have 
a limited appeal in the Black community. 
The main opposition to the ANC is likely, 
as has been the case since 1994, to be from 
within the ANC alliance itself. As the 
policy process unfolds, tensions within 
the ANC-led tripartite alliance may rise. 
Already, the South African Communist 
Party (SACT*) has publicly been critical of 
Mbeki’s attempts to develop a closer 
relationship with the EFP, long regarded 
by those on the left of the movement, and 
by most ANC supporters in the IFP 
stronghold of KZN, as a mortal enemy. 
Mbeki’s economic policies are unlikely to 
differin any substantial manner from tlwse 
out in the 1996 GEAR document, which 
some economists have labelled as ‘neo- 
liberal’. Failure to make any inroads to 
growing unemployment may well heighten 
tensions inthe new government's relations 
with COSATU and the SACP. Whether. 
or not a socialist alternative to the ANC' 
emerges from within the ranks of the 
alliance or not remains unclear. .Many 
commentators would argue that Mbeki 
has the strategic and political skills to 
outflank his left-wing allies, as he has in 
fact done with great skill over the last few 
years. The fact that GEAR remains the 
centrepiece of ANC economic policy, 
despite the hostility of internal opposition 
to it, is testimony to his skills and his 
determination. 

The election results showed that, i n spite 
of five years of nation-building and 
rcconciliatory politics, racial politics 
remains critic^ in democratic South Africa. 
This is evident, for example in the DP's, 
campaign which exploited racial fears and 
succeeded to some extent. However, one 
should be careful not to make the claim 
that people, groups or communities voted 
in racial blocs, llie reality is much more 
complex and class and other considerations 
have to be taken into account. For example, 
the ‘Indian vote’, was split amonga number 
of parties. In the more affluent ‘Indian' 
suburbs the ANC did receive very 
significant support (43.57 per cent in the 
Reservior Hills Secondary School polling 
station; and S7.S6 per cent in the Mobeni 
Heights Muslim Society polling station). 
However, let us look at what happened m 
three ‘Indian seats’ in Phoenix, which is 
a sprawling, almost exclusively working g 
class area. At one polling station (Phoenix 
School) the DP polled 54 per cent of the 
vote, the ANC 18 per cent and the NNP 


2224 


Economic and Polidcai Weekly August 7. 1999 



Mi 


I 


\i 



<S| 

NO 

Os 

s 

00 

N#% 


s 

00 

rti 


00 

8 


B 

8 

S8 

ro 

a 

d 

o 

«■< 

o 

o 

o 

3 

O 

d 

o 

d 

PCS 

O 

o *- 

49807 

682748 

3101 

934 

s 

8849 

3143 

i 

ssom 

8061 

2850 

Os 

00 

1781 

a 

10502 

1468 

1601922 

s 

**> 

»n 

a 


fs 

NO 

NA 

o 

00 

00 

NO 

m 

o 

8 

OO 

IN 

SO 

S8 

d 


d 

d 

c*% 

o 

d 

d 

rs 

o 

o 

o 


*• 

-• 

O — 


«n 














IN 


a 

o 

f*^ 

NO 

3 

Nn 

£ 

NO 

R 

Os 

SJ 

n 

NO 

a 

00 

& 

o 

m 

o 

m 

Nn 

Nn 

1^ 

r- 

Nn 

1 

O Nn 
CN t 


NO 

o 

NO 


a 

r* 



cn 

00 


r- 

a 

oe 

Nn 

Nn. O 
m 
















•M 

601 

o 

r- 

O' 


r- 

<N 

0.04 

ol 


rn 

OO 

o 



001 

800 

a 

m 

d 

d 

so 

m 

d 

fc> 

d 

r«j 

ni 

o 

o 

o 

d 

d 

Nn 

IN 

Nn 

d 





28116 











O' 

18ISI 

O' 

OQ 

Nn 

§ 

8121 

6198 

5389 

653 

28559 

20070 

570 

1285 

1684 

42643 

8835 

3 § 

NO 

















NO 

o 

Nn 

00 

00 

o 

3 

s 

o* 

"Nt 

3 

cn 

o 

Nn 

o 

Nn 

IN 

O' 

O' 

Nn 



3 

d 

d 

Nri 

d 

d 

o 

rsi 

n 

d 

o 

d 

d 

o 


o — 

5295 

211206 

1686 

1237 

18952 

2292 

1448 

ri 

00 

73766 

2083 

00 

O' 

167 

830 

IN 

s 

5229 

387 

327950 

O 

NO 

<N 

OO 

s 

r- 

Os 



3 

r- 

NO 

•s 

o 

Nn 

o 


? 

o 

in 

3g 

•« 

»o 

00 

d 

d 


d 


o 

r4 

d 

d 

d 

d 



o — 

12415 

962260 

sO 

SQ 

•t 

1059 

56114 

a 

00 

15868 


O' 

R 

S 

6929 

246 

516 

2393 

15807 

§ 

437 

1128648 

QO 

r*; 

o 


vO 

r 

o 

in 

»r. 

••r 

NO 

Os 

00 

IS 

r- 

o 

s 

s 

O' 

IN 

o 

n 

“8 

— 

Os 

CO 

d 

O 

d 

o 


— 

. 

d 

d 

d 

o 

— 

d 

o •“ 

53799 

NO 

<N 

o* 

>0 

r* 

5878 

4525 

283738 

8984 

Nn 

m 

Os 

s 

43026 

117107 

8414 

1952 

2658 

2671 

38080 

1 

S OO 
S* »n 
















r* 

NO 

O' 

rj- 

£ 

sn 


r^, 

Nn 


900 

Nn 

, 

m 

o 

0 03 
100 

I! 

00 

NO 

n 

d 

O 

r- 

QO 

O 

in 

cn 

O 

o 

OO 

so 

d 

o 

O 

o 

IN 


43359 

'O 

NO 

R 

10922 

5293 

655883 

31386 

NO 

r. 

1271 

142749 

25412 

2179 

OO 

3 

1 • 

79627 

40782 

1146 

3708318 


m 

o 

00 


rN 

»n 


s 

cn 


00 

m 

Nn 

n 

38 

O' 




OO 

OO 


o 

O 

o 

o 

r*» 

NO 

r-* 

o 

00 

o 

d 

NO 

d 

6 

o 

Nn 


d 

d 

d 


•• 

o — 

10031 

887091 

00 

r*’ 

fS 

•Nf 

1919 

64262 

1 

4938 

351 

54769 

11300 

285 

OO 

rn 

OC 

8019 

18073 

o 

O' 

421 

1094776 



00 


00 

Os 

o 



8 


m 

IN 

00 


§g 


* 



fCN 



o 


o 

o 


op 

cn 

-- 

en 

d 

d 

NO 

d 

d 

o 

fn 


o 

d 

d 

ni 

d 

o — 





NO ^ «o o 

Ir| wrj 

Os O 00 C* 




r* 

no 

>6 


^ Cj r** •" 

P R 2 R a 

a £ a 9 s 


a 

c5 


r*. 

o 


r4 


8 S 

o o 


r4 

Os ^ 


<M 

« 


O 

s 

jq 


ifls llif! 

HdilfiH*l|5ifllp|iss 


«-. £ 
5a 
s 



Bconomic and Political Weekly August 7, 1999 


2225 



6 per cent. At another Phoenix Heights, 
the DP polled 33 per cent, the ANC 14 
per cent and the NNP 26 per cent of the 
votes. At the third Phoenix Technical 
School, the DP polled 29 per cent, the 
ANC 29 per cent and the NNP Mpercent 
of the votes. So even in a relatively homo¬ 
geneous area (by race and class) results 
differed markedly from one polling station 
to another. The growth of large, mainly 
Black, informal settlements contiguous to 
middle class and upper-middle class 
suburbs (previously cither Indian or White) 
may be one complicating factor. We would 
surmise that the now changing racial and 
class geography of a city like Durban 
will continue to confound those trying 
to make sense of election results on 
simple race-class lines. 

Unlike trends in Europe and some parts 
of Asia, issue and religion-based politics 
remain peripheral in South Africa. On 
economic policy there appeared to be 
little difference among the major parties, 
with speed andefficacy of policy implemen¬ 
tation, the only point of difference. The 
poor performance of environmentally 
conscious parties such as the Greens 
and the religious parties (with the partial 
exception of the African Christian 
Dentocratic Party (ACDP) in the 
Western Cape) also attests to this. Other 
religious-based parties such as the 
Muslim Party which contested the 1994 
election did not contest this time. The 
little known Islamic Convention move¬ 
ment unsuccessfully attempted to per¬ 
suade Muslim voters to stay away from 
voting at all, as a form of protest against 
what it regarded as the injustices of the 
new .society and political system. 

lM'>l.irATIONS fOR DEVI-U)PMENT 

AND Democracy 

The charac'.f, of Mbeki’s cabinet 
shows a commitment to redressing 
gender inequality at the highest level of 
government, as well as to the delivery 
of develo.rmcnt and social and economic 
infrastructure, especially to the poorer 
sections of the population. On the fir.vt 
point, the number of women that have 
been appointed as ministers and deputy 
ministers has increased sharply. Eight of 
the 27 cabinet ministers are women (pre¬ 
viously four), while eight of the 13 deputy 
ministers are women (previously four). 
The most senior of these is the new foreign 
minister Nkosazana Zuma-Dlamini, 
formerly health minister. Illustrative ol 
the .second point is the dropping of 
Pallo Jordan, the previous minister of 
environmental affairs and tourism and 


highly-ranked in the ANC, from the 
Mbeki cabinet, ostensibly for failing to 
develop any coherent tourism policy, an 
area seen as critical for job creation. 

On economic policy, no one should 
remotely expect any public announce¬ 
ment of a backtracking from the macro- 
economic framework, GEAR, although 
some changes around the edges may 
happen without much ceremony. In the 
press conference to announce his new 
cabinet, Mbeki made it clear that current 
“economic policy is very correct”, and 
that he does ‘not visualise any changes’ 
to it. This stance was buttressed by the 
reappointment of Trevor Manuel to the 
finance ministry and of Alec Erwin to 
trade and industry. Both are highly 
respected nationally and internationally 
and represent continuity and certainty 
in a potentially volatile global context. 
The ‘market’ will no doubt be closely 
watching the reappointed labour 
mini.ster to detect signs of support for 
its position (hat labour markets should 
be made more flexible, as a precondition 
for job creation. It will be watching the 
new minister of public enterprises for 
a speedier implementation of the 
government’s privatisation piogramme. 
Foreign and local investors, as well as 
ordinary citi/.ens will be hoping that the 


tough-talking, former sports minister 
Steve Tshwete, will do enough in his 
new job at safety and security, to reverse 
the escalating crime rate, and the 
growing sense, especially inter¬ 
nationally, that South African society 
is being rapidly criminalised. From 
August 1, markets will be closely 
monitoring the Reserve Bank’s conduct of 
monetary policy, under the new governor, 
Tito Mboweni, to ensure that he sticks to 
the orthodox monetary stance of his 
predecessor. 

However, it must be emphasised that 
unless investment, both foreign and 
local, and both private and public, picks 
up noticeably, there is little prospect 
that the growth and employment 
projections of GEAR will come close 
to realisation. Although GEAR does 
project a sharp increase in government 
investment expenditure of 16.7 per cent 
in 2000. it is debatable whether this will 
be adequate to re-align actual growth and 
employment targets with GEAR 
projections. The South African economy 
has technically slipped into recession, and 
there will be great pressure on the new 
government to deliver on its promises 
to the poor and the disadvantaged, as 
long as this situation continues. The 
debate over economic policy in post- 


SOME CHALLENGING BOOKS 
by Paramash Choudhury 

1. Kashmir to Palestina - Rs. 480.00, P.380 

Jesus escaped from the Cross to India. Later, he died in India, his ancestral 
land, where he spent 14 to 30 years of his life, to get lessons on Indian philosophy 
and religions. 

2. The Aryan Hoax - Rs. 490.00, P. 450 
Know the Truth, speak the TruthI 

UNESCO says; ‘To speak of an Aryan ‘race’ or ‘people’ is a mere myth’. 
Vivokananda remarked, ‘All ttiese monstrous lies are taught to our boysl’ 
Vol. V. P. 537 

3. Tiia India We Have Lost - Rs. 280.00, P. 248 

This IS an anthology of essays taken from the Asiatic Researches (1775 to 
1B04). Discover the India which the British convinced us, did not exist. That 
India colonised and civilised Greece, Egypt and Mesopotamia, that India was 
the paradise of the Bible. 

4 N. E. India - The Cradle of the Chinese Nation - Rs. 590.00, P. 625 

Sir William Jones wrote that the Chinese are of Indian origin (Asiatic 
Researches, Vol. II). The author carried on extensive research to trace 
out the tull history of India’s great achievement. 

(Mahabodhy Book Agency - 4A, Bankim Chatteijee St, Cat-700 073). 
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apartheid South Africa has been 
dominated so far by neo-liberal eco¬ 
nomists and proponents of a World 
Banlc/IMF philosophy. If economic 
policy based on these notions fail, an 
entirely new dynamic, and a new set of 
economic, ideas may yet enter the arena 
of South African politics and economic 
policy formulation, stimulated by bold 
new economic thinking emanating from 
some divisions of the World Bank, and 
from various sources in Asia. 

What are the implications for deomcracy 
and development of what appears to be 
an increasing centralisation of power in 
select networks around the new president, 
and of formal power in the new office of 
the presidency? Concerns about Mbeki's 
record as deputy prsident of setting up 
structures outside the formal govern¬ 
mental, parliamentary and party system, 
where key policy issues are debated and 
discussed, have been raised previously. 
One example of this is the so-called, 
black caucus, a grouping of black 
business leaders and academics, who 
meet Mheki at regular intervals. In the 
South African press, parallels with the 
notorious Broederbond, so critical in 
the shaping of apartheid policy under 
the Nationalists, have been raised, 
although this has been challenged by 
some insiders and commentators as 
being an inappropriate example. 

Ail indications are that the president's 
office, restructured in line with the 
rccommendadtions of the Presidential 
Review Commission, will be instrumental 
in shaping and driving the trajectory and 
implementation of future policy. A new 
full minister (Essop Pahad) has been 
appointed in the presidency. Pahad is a 
close and tru.sted friend of the new 
president, and their association goes 
back, at least, to the time of their student- 
days at Sussex University in the early 
1960s. Pahad's ministry will in the future 
be more decisive in the formulation, 
development, co-ordination and imple¬ 
mentation of policy. Reports suggest 
that Mbeki's office is likely to conduct 
a thorough assessment of other 
ministerial policies before they are put 
to the cabinet for approval. This follows 
the example of a number of other coun¬ 
tries where a central policy co-ordi¬ 
nation unit is located in the highest 
political office. 

Whilst this sort of policy co-ordination 
may well improve the content and 
implementation of policy, there arc fears 
in some circles that this process may impede 
debate about the country’s policy direction, 
and more importantly, shut out dissenting 


policy views. A further related develop¬ 
ment that is a matter of some concern is 
the recent changes in Public Services 
provisions which give ministers wide 
ranging powers to appoint and dismiss 
staff in their departments, and also give 
ministers a direct say in the internal 
organisation of government departments 
{Saturday Star, Jme\2, 1999). However, 
if the new structures work, i e, if greater 
policy co-ordination occurs and a sense 
of urgency is brought to bear on the 
implementation of policy, and this results 
in the speedier delivery of social services, 
infrastructure and development to the poor 
and the disadvantaged, then the price (in 
terms of the implications for the liberal 
democratic project) may not be regarded 
in other circles, as being too high. 

‘African Renaissance’ 

A feature of Mbeki ’ s presidency is likely 
to be the further articulation and 
implementation of his vision of an 
‘African Renaissance’. In practice, this 
will probably be translated into Mbeki, 
and South Africa, playing a more defining 
and visible role in politics, peace 
negotiations and peace-keeping on the 
African continent. Africa, Mbeki clearly 
recognises, has failed miserably, for 
whatever reason, in achieving the 
stability, development and democracy 
which was the promise of the 
independence struggles of the late 19S0s 
and 1960s. Mbeki appears desperate to 
want to play a role in reversing this 
perception of African poverty and chaos. 
So whereas Mandela’s presidency was 
characteri.sed by his international role 
and standing, it may well be that Mbeki 
takes a le.ss high profile international 
rol.'. but a more locused African profile. 

One exception to this position may 
well be South Africa's relations with 
the US. which in terms of the existing 
binationul agreement which Mbeki had 
so much to do with, and Mbeki's 
extremely cordial personal relations with 
vice-president A1 Gore (possibly the 
next US president), may well further 
blossom out into the kind of ‘special 
relation' status which the US has long 
had with Israel, and Britain. It would 
be important to follow Mbeki's stance 
on foreign policy where these arc 
complicated by human rights conside¬ 
rations, an area in which the Mandela 
government was severely criticised. 
With South Africa's contentious two- 
(Thina policy, now a thing of the past, 
and with moves towards some form of 
democracy in countries like Indonesia 
and Nigeria (in both these cases the 
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Mandela government seemed prone to 
one disastrous intervention or policy 
stance after another), this question may 
well not tax the foreign policy 
consistency and logic of Thabo Mbeki's 
government in the near future. 

South Africa's second democratic 
elections has seen a consolidation of the 
political centre. The ANC now occupies 
a centrist position in South African 
politics. Both ostensibly ‘left-wing' 
parties, mainly black, as well as far- 
right parties, mainly Afrikaner, suffered 
humiliating defeats. The success of the 
DP, and to sonic extent the IFP, also 
.strengthens the middle ground of South 
African politics. In the process this 
'political centre' is becoming very 
blurred. Thus on many questions 
including economic policy, one would 
have to look hard to spot differences in 
content. If new, clearer lines of cleavage 
are to appear in South African politics, 
they may take the form of some re¬ 
shaping and re-ordering of this centre, 
including possibly, but not probably, a 
breakaway from the ANC of socialist 
constituencies within the Tripartite 
Alliance. 

The first five years of democratic 
South Africa were characterised 
understandably by a focus on racial 
reconciliation, and on creating and 
nurturing a fledgling democracy. So 
the restructuring of institutions, the 
development of new institutions 
(including the Truth and Reconci¬ 
liation Commission), and the (racial) 
transformation of institutional 
structures (army, police, courts, the 
Re.serve Bank, etc) occupied centre 
stage. The policy of racial re¬ 
conciliation appears to have had some 
success, as exemplified by the ANC's 
much improved performance in areas 
such as the Western Cape and Northern 
Cape with relatively large coloured 
majorities. 

Thabo Mbeki has repeatedly 
emphasised that the second five years 
will have to be about the speedier 
delivery of development to the poor, 
the disadvantaged, the ‘ordinary peo¬ 
ple’ whose ‘firm hands' have carried 
the ANC into power, again. If Mbeki 
achieves this goel without seriously 
undermining other important national 
goals such as the consolidation of 
democracy, the promotion of a truly 
non-racial society, and within the 
framework of an essentially neo-liberal 
economic orthodoxy, he will have 
confounded his critics and detractors, 
yet again. 
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Ladies and Gsnllenwri. 

At tlie outset may I request you to observe silence for 
a minute as a mark of respect to our valiant soldiers 
who have marie the supreme sacnfice to defend our 
country in the Kargil operations 
I have great pleasure in welcoming you all to the 
Forty-sixth Annual General Meeting of your company 
The Directors' Report and the Audited Accounts for 
the Year ended 31'' March 1999, have been with you 
for sometime and, with your permission, I shall take 
them as read 
ECONOMIC SCENARIO 

For the Indian economy 1998-99 turned out to be a 
difficult year, marked by recessionary demand 
coiidibons in most industnal sectors This was despite 
a good monsoon and record foodgrain harvests 
Exports were hampered by the lingenng after-effects 
of the East Asian cnsis, resulting in a significant current 
account deficit, notwithstanding depressed 
international crude oil prices Rising fiscal defiats at 
both the Centre and the States and the lack of progress 
in spending in key infiastnicture areas, added to the 
woes of industry Inflation remained high (over 8%) 
until the third quailer, dnven mainly by the spurt in pnees 
of primary agnculturat products 
However, certain developments in the economy dunng 
the last quarter, have given room for optimism The 
Guvemment resumed its refomis agenda with purpose 
and vigour Aided by the bountiful foodgrain harvests, 
inflationary trends moderated and the wholesale price 
index dipped below 5% by March 1999 The growth 
oiiented budget presented by the Finance Minister, with 
Its thrust on housing, infrastructure and the revival of 
capital markets had a salutary effect in improving 
sentiment The RBI's Monetary and Credit Policy 
^dded to the positive senbment, focussing on structural 
issues and facilitating the flow of credit to productive 
sectors of the economy The emphasis was on 
continued low interest rates, recognising the peed to 
provide impetus to industnal growth and investment 
This was coupled with further progress on financial 
sector reforms in the areas of capital adequacy, 
prudential norms and disclosure requirements The 
year thus ended on an optimistic note, with hope for 
iBvival of demand in the coming months, but with a 
recognition that substantial further progress was 
needed in the areas of financial seclir refonns and 
other structural reforms 
WORKING RESULTS 

The continued economic downturn in 1998-99, 
affected the pH-'rvrmance of several key sectors 
including the medium and heavy commercial vehicle 
segment, the industry posted a negative growth of 16% 
in production and 12% in sales Your company's 
performance needs to be viewed against Bus backdrop 
During the year, the total disbursements of your 
company in hire purchase and leasing amounted to 
Rs 817 cr as compared to Rs 956 a in the previous 
year, a drop of 14 54% However, it is grabfying .o 
note that the company improved its market share in 
almost all the segments of its operations while 
achieving further improvement in the quality of new 
nsspis added The cumulative receivables under hire 
purchav; and leasing stood at Rs 1957 cr as against 
Rs 2102 cr in the previous year The profit before 
depreciation a' j tax was Rs '’77 72 cr as against 
Rsl77 52cr Prcfit after tax decreased to Rs 6331 ff 
from Rs76 59 cr kx tte [xuvious year mainly on account 
of provisions wrle offs and tax outgo 
Your comp. 1 , ly niobiiised fresh deposits to the tune Of 


Sundaram Finance Limited 

Regd & Head Office: 21, Patulios Road, Chennai 600 002. Phone: 8521181 




Rs 148 cr and renewed 
deposits aggregating to 
Rs267 cr posting a gioss 
mobilisation of Rs 415 cr. 

Total public deposits 
outstanding as of March 
1999 amounted lo the 
same level as m the 
previous year at Rs 775 a. 

Considenng lower offtake 
of credit yo.ir company 
suspended the 
acceptance of fresh 
deposits with effect from 
1st January 1999 Your 
company s deposit 
programme continues to 
enjoy the higlip.sl credit 
rating of FAAA by CRISIL 
and MAAA from ICRA, ■ I 
I wish to express my Speech^ 

grateful thanks lo the - t q camt 

depositors for itie faith and snn I. o. ortiv i 

confidence "‘prijed in at the Forty-sixth A 
your company .md lo of Sundaram Fim 

reassure them uf our 28th July, 

resolve lo mariiain the 

highest slanda'cs of safety, liquidity and service in 
handling iheir funds 

Your directors recemmend a higher tax tree dividend 
of f 5% as against 55% last year, on the paid-up capital 
of Rs 24 cr The quantum of distnbulion including tax 
on dividend .rniounts to Rs 17 24cr Your company's 
earnings per share, pnce-eamings and price to book 
value ratios continues to be the highest amongst 
Equipment Leasing and Hire Purchase Companies 
(EL/HPs) 

The capital adequacy rabo as on 31 03 99 was at a 
comfortable lavel of 20 74%, well above the stipulaled 
minimum oi 12% Standard assets, according to RBI's 
classification, stood at 94.50% of the total business 
assets After provisioning, the net non-performing 
assets s. .xt at 3 26% of the total business assets 
YEAR 2000 READINESS 

In June 1998, your Company initiated steps to achieve 
Y2K 'eadiness Through detailed planning and a 
dedicated team of software professionals.'all busmnss 
applications covering hire purchase, leasing, deposits 
and financial accounbng have been made Y2K ready 
before April 1999 Other smaller and non-critical 
applications have been made Y2K compliant this 
month The servers, networking products and 


Speech cleiitmed by 

Shn T. S. SANTHANAM, Chairman 

at the Forty-sixth Annual General Meeting 
of Sundaram Finance Limited held on 
28lh duty, 'i>99 at Chennai 


operating systems locatnd 
at Head office. Regional 
Offices and branches 
have been cedified by the 
vendors as Y2K ready All 
business applications and 
database servers have 
also been tested by 
independent Systems 
Auditors and certified as 
Y2K compliant 
ROAD TRANSPORT 
INDUSTRY 

For many years now, 
I have been dwelling upon 
the neglect of the road 
network and road 
transport sector by the 
policy makers Road 
transport continues to 
account for 80% of the 
passenger and 60% of the 
goods transport m our 
country Freight and 
passenger traffic is 
expected to increase to 


800 Billion. Ton Km and 3000 Billion-Passenger Km 
respectively by the year 2001 While road traffic has 
been growing at a rapid pace, matching investment in 
the road sector has not been forthcoming, presumably 
due to the competing demands from other serrors This 
has led lo a large number of deficiencies in the network, 
and the resulting inadequacies and imbalances 
threaten lo constrain economic growth and the quality 
uf life in both urban and rural India. The Indian 
automobile industiy is among the most highly taxed in 
the country While the industry and the consumers paid 
Rs.31.714 cr by way of revenues to the exchequer, 
the Government expenditure on roads was only 
Rs 6,740 cr The Government should allocate the 
entire revenues contributed by the transport sector 
for the development and maintenance of roads. 
Our country has a road network of over 2 9 miNion Kms 
of which the primary road system cxjvenng Nabonal 
Highways, constituting less than 2% of the total 
network, cames neariy 40% of the total road traffic 
Only 46% of the roads are paved and only 20% of the 
paved roads are estimated lo be in good condibon 
Maintenance of roads should be given overriding 
priority with increased emphasis on higher 
maintenance slandaids 

The Government of Mia constituted a Task Force on 
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Infrastructure to formulate an Integrated Transport 
Policy. A massive progamme of upgradation of ttie High 
Density Corndors in the highways involving about 
12.000 kms has already been announced Within this 
programme, the development of the major corridors of 
Ihe golden quadnlaterals linking the four metro aties 
If given the highest pnonty I welcome these measures 
and urge that steps be taken for their speedy 
implementation 

I repeat my call for more roads, belter roads and 
better surfacing of roads consistent with the 
industrial development and growth in vehicle 
population. 

NON-BANKING FINANCIAL COMPANIES 
(NBFCs) RE6UUTI0NS 

The Reserve Bank t*f India, on 18 12 1998 announced 
' hanges in the regulatory framework for Non-banking 
finance Companies based on the recommendations 
. f the Task Force appointed by the Central 
I buvemnient The focus of regulatory attention is on 
NBFCs accepting public deposits I am happy to inform 
. u that many of the suggestions made by me in this 
firum last year were accepted by the Reserve Bank 
)' India 

I welcome these measures which are aimed al the 
rfcvclopment and consolidation of registered NBFCs 
on sound and heatthy tines and for protection of 
depositors' intemsts By these processes, registered 
NBFCs have become an integral pad of the finanaal 
sector I now make a fervent plea to the Central 
Government and other authorities that whenever 
any deveiopment and regulatory measures are 
announced In respect of Banks and Development 
Financial Institutions, the same shall automatically 
be extended to registered NBFCs also without 
any loss of time. The following anomalies, Inter alia, 
require urgent correction. 

Banks and Development Financial Institutions enjoy 


tax deductibility both on provisioning and income 
deferments Additionally, amounts transferred to 
Special Reserve by Banks and Development Financial 
Institubons also qualify for tax deductibility EUHP 
Companies, while being subject to all the rigours of 
regulation, are denied the matching benefits This 
situation should be rectified immediately by suitable 
amendments to the Income-tax Act, 1961 
The existing Civil Court procedures are cumbersome 
and do nothing to deter willful defaults. The Board of 
Induslnal Finance and Reconstruction has been very 
ineffective in reviving sick industries On the other 
hand, this forum is being increasingly used by 
defaulters to thwart Ihe legitimate recovery efforts of 
the lenders 

An exclusive and effective judicial mechanism 
needs to be urgently put in ptaca for ensuring 
recovery of the dues of EUHP companies, to begin 
with, on similar lines as Debt Recovery Tribunals. 
This measure is a sine qua non to enable regulated 
EUHP companies to play their pivotal role in the 
financial services sector and to ensure the protection 
of investors 
PROSPECTS 

India continued to feel the efiecis of the severe East 
Asian crisis as also the turbulent and unfavourable 
economic environment in the wortd economy In 
addition to this, our uMj'itry was also confronted with 
economic sancbons in the w uku of the Pokhran Nuclear 
lest As a consequence, induslnal growth remained 
sluggish for Ihe second year in succession. Key sectors 
such as steel and textile continued to perform badly 
There are now however some eariy signs of recovery 
in certain sectors like Cement, Steel, Construction. 
Commercial Vehicles and Passenger cars which may 
signal a reversal of the recessionary trends 
experienced over the last two years With another 
normal monsoon being forecast, we can expect an 
up-turri in demand from the second half of the current 
financial year 

The overall compounded growth rate of heavy 
commercial vehicles am! juissenger cars is forecasl 
to approximate 11% till 2001-2002 With the vanous 
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changes that have happened in Ihe market place over 
the past two years, the number of finance companies 
active in this market segment has come down 
Competition in the commercial vehicle segmeni will be 
confined to manufacturer owned finance companies 
multi-national finance companies, select Banks and 
EUHP companies Similarly, in car financing, foreign 
banks and mulb-national finance companies are Ihe 
mam competitors 

Given the changing face of competilion margins are 
likely to come under greater pressure Your company, 
with the disbnet advantages of customer knowledge, 
speed of response, a wide network and highly skilled 
and dedicated manpower, is in a' position to meet the 
compebtion by adopting appropnale strategies and 
achie'/e growth in disbursements 
MERGERS 

The Hon’ble Madras High Court by an Order dated 
IS" June 1999 has directed your company to hold a 
meebng of members today to consider the Scheme nf 
Amalgamation of India Equipment Leasing Limited and 
Aparajila Group of Companies with your Company 
DIVERSIFICATION 

Your Company formed a Joint Venture Company with 
Fidis, S p A, Italy - a financing arm of FIAT in the name 
of Fiat Sundaram Auto Finance Limited for financing 
FIAT products The initial paid-up capital of the 
company will te Rs 23 crore Your company had 
subsenb^ 49% of its paid-up capital at par while the 
remaining 51% was contributed by Fiat Finance. 
Netherlands, a subsidiary of Fidis. S p A at an 
aggregate premium of R5j42 crore to be completed in 
two tranches The new company obtained permission 
from the Reserve Bank of India and commenced its 
operations from the current financial year 
Pursuant to the decision to enter housing finance 
‘Sundaram Home Fmance Limited' was incorporated 
on 2’" July 1999 Necessary steps lor establishing the 
new company are being taken and it is likely to 
commence its operations before the end of this year 
it may be recalled that your company had signed a 
Letter of Intent with Winterthur Swiss insurance in 
October 1996 to enter General Insurance However 
in January 1998. Winterthur Swiss Insurance was 
merged with Credit Suisse as a result of which their 
business focus has undergone a complete 
reasses-sment Consequently they heve mfomied us 
of their desire to call off the arrangement 
Takinq into consideration the above tact and look'iig 
to the proposed entry norms and regulatory framework 
prescribed for new insurance companies your 
company has decided not to go ahead with the 
proposed diversifi-ation into general insurance 
business, as it would not be in the be.<I inteiests of 
your company 
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PERSPECTIVES 


Indian Democracy: Exclusion and 
Communication 

Dipankar Sinha 

The politics of identity, a dominant feature of post-colonial India, is 
an outcome oj a process which reveals both commonality and 
continuity between two contending and antagonistic entities - the 
state and the market. The state and the market in the mainstream 
development mode, which characterises this process, interact almost 
exclusivelx with the upper, visible and dominant segments of the 
society, subjecting vast number of people lower down the hierarchy to 
.silence. The politics of identity manifests itself either as a protest or 
as a protective response to these exclusionary parties of both the 
state and the market. 


A iKKhard and porcupine, delving the 
granmianans. 

Combined to toi in a porcochard. unmindful 
of iheit variance 

- Sukumar Ray. ‘Hotch Potch’ 
(Ir S Chaudhuri; 

THF. nmetic.s producc.s a globally-inobile 
‘new reality' characterised by a relatively 
steady retreat of the state and the simul¬ 
taneous ascendance of the market A signi¬ 
ficant feature of such reality is the coex¬ 
istence of forces of homogenisation and 
fragmentation, which through an interest¬ 
ing dialectics poses serious challenge to 
the Indian democracy by threatening many 
set perceptions and ‘reliable’ predictions. 
The gravest challenge in this regard comes 
in the fonn of growing as.scrtion ol identity, 
ba.-.ed on categories' like region, religion, 
caste, language, ethnicity and so on. Such 
assertiuns have long been officially re- 
ganled as ‘fundamental obstacles’ to the 
growth and susienance ol democratic spirit, 
and also, as the vanishing traits' of the 
.soon-to-be integrated Indian society. The 
challenge emerging iiorn the politics of 
identnx is all the more significant because 
the state, the sole custodian of post-colo¬ 
nial India's development path for almost 
five decades, tended to treat such erup¬ 
tions as mimical to the ‘nation’s progress’. 
Wi'h the state giving more and more 
space to the market, the politics of identity 
which contiiuies to intensify, raises new 
questions 

The thrust of the argumeni in this paper 
is that the politics of idcntitv, as noted, 
is an outcome of a process which reveals 
both commonality andcMiitinuitN between 
two ‘contending and aiiiagonisiic’ entities 
- the state and tl e market The process 


manifests itself in the ‘communicative 
dynamics’ of the mainstream development 
mode in which both the state and the 
market fail to establish a communication 
network wide enough to take into account 
and to involve people from all segments 
of the society. The process relates to a 
specific type of communicative reason in 
which interactions arc made almost exclu¬ 
sively with the upper, visible and domi¬ 
nant segments of the society. On the other 
hand, it subjects vast number of people, 
belonging to the lower, invisible segments 
to silence (which is communicative) or at 
best, to superordinate, unilateral ‘commu¬ 
nication’.’ 

I 

The dcmocra'.ic process in India, as it 
is formally initialed in legal-institutional 
terms since the independence, is quite 
i mpressi ve. The mtrixluction of the Consli- 
tulion of India, the establishment of the 
republic (in which the people become the 
ultimate repository of power), the right to 
equality, the abolition of untuuchability, 
the introduction of universal adult fran¬ 
chise. the centrality of parliament as a 
debating arena of representatives of the 
people - all show how people, irrc.specti ve 
of their ascripiive identities, are given an 
array of rights and freedoms. The demo¬ 
cratic roots are further strengthened by 
having an efficient army which shows 
. little inclination to replace the civilian rule 
even in times of worst crises. On the 
economic front, the main plank of the 
five-year plans, at least theoretically, 
was redistributive justice which despite 
its controversial relations with demo¬ 
cracy, lemains an essential condition for 


establishing a democratic ambience in the 
third world states. The idea of the ‘mixed 
economy’, characterised by the public 
.sector “as a national project’’.-' was a re¬ 
alistic strategy to initiate eradication of 
economic inequality among the citizens^ 
of a newly independent country, based, as 
it was, on attempt to utilise the potential 
of both the state and the market. 

Well-having, however, docs not neces¬ 
sarily lead to well-being. Having such 
enumerated rights and privileges is im¬ 
pressive only in an apparent .sense unless 
it is supplemented by their equitable 
exercise in reality. The gulf between the 
process of enumeration and that of imple¬ 
mentation widens to a dangerous level if 
the state, amidst ntuali.stic tributes to 
democracy, effectively caters to the inter¬ 
ests of the few at the cost of many. Taking 
cue from the point, one can note that even 
in adopting various policies in the ‘inter¬ 
ests of the common people’, the state docs 
.so unilaterally without paying much heed 
to the felt needs of those for whom they 
arc meant. Being armed with the legiti¬ 
mating rationale of ‘nation-building’, 
described by a veteran commentator as “a 
polite term for cultural and ideological 
homogenisation’’,*' the state (more speci¬ 
fically, those who wield its power) feels 
little need to reach out to the people ‘down 
below’ by way of a valid and extensive 
process of communication which would 
induce involvement of people and de¬ 
velop their cmpai'.y for the activities of 
the state. Though the common people 
remain at the centre of the statist di.scourse 
of governance, they are largely treated in 
terms of amorphous macro-collectivity. 
The state’s communicative dynamics - 
constitutive of its voice, and feedback in 
the form of the voice of the people - 
remain half-formed, with the majority ol 
people remaining silent and inactive in the 
business of governance. This blocks con¬ 
solidation of democracy and prevents its 
organic integration with society. 

The evidences of people, interestingly 
dubbed as the ‘silent majority‘. being 
silenced through a range of exclusionary 
communication, are many. I..el us confine 
ourselves to some significant instances. 

One of the earliest instances of the 
pathetic deficiency of the state to establish 
communication with the ordinary citizens 
concerns the failure of the Community 
Development Programme which was ini¬ 
tiated with much publicity, under the aus¬ 
pices of the then prime minister Nehru, 
with active assistance from Chester 
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Bowels, the scholar-cum-diplomat on 
October 2,1952. The purpose of the pro¬ 
gramme could not be better toenlist active 
co-operation and participation of the people 
at community level in development 
programmes and projects. However, the 
policy-makers ignored the obvious point 
that such effort, required to address the 
notion of ‘community’. In conceiving the 
‘community’ as a monolith which having 
existed from ‘time immemorial' is re¬ 
garded as self-defining. This resulted in 
misconstruction, by the policy-platuiers, 
of a concept that defies simplistic inter¬ 
pretations. Such conceptualisation was 
combined with a communication network 
that either remained too detached from the 
people, or in cases where it was not so, 
it overwhelmed them by sheer one-way 
diffusion. In such a paternalistic mode, 
people were treated as ‘passive clientele’, 
which destroyed the spirit of the pro¬ 
gramme. Such paternalism ‘overpowered’ 
individuals like S K Dey who were defi¬ 
nitely aware of the need to impart a pcople- 
centnc base to the programme. Ironically, 
the programme which was introduced on 
the birthday of Gandhi, lacked what was 
Gandhi's main strength - the power to 
communicate with common people. 

The paternalistic mode combined with 
exclusionary communication yet again to 
make land reforms a stunted venture. The 
reforms which began at the right moment 
with the proclaimed objective of restruc¬ 
turing the political and economic equa¬ 
tions in rural India, were opposed by the 
state and local level leaders of the Con¬ 
gress. A distinguished scholar confirms^ 
the point by noting that by the Third Plan 
it was quite clear that the central authori¬ 
ties had failed to convince the local leaders 
(including the Congress chief ministers) 
- who either opposed agricultural re¬ 
organisation openly or adopted the course 
of cautious resistance - that the rr forms 
should be seen as a positive step. As a 
consequence, the power-base in rural India 
could only shift from the hands of the 
zamindars to the rich, and in some cases 
middle peasantry. Here again, it became 
quite evident that the policy-makers under¬ 
mined the importance of a communication 
network which could make themselves 
familiar with the ‘reality’ at the grass roots 
level. 

The imagined placidity of rural India in 
particular could have been disturbed, to 
a great extent, by the effective functioning 
of the panchayati raj institutions in India. 
With Ae Balwantrai Mehta Committee 
Report,^ which studies the failure of the 
community level projects, giving a 
strong verdict in favour of derrracratic 


decentralisation with special reference to 
“public participationincommunity works’’, 
a step towards a more communicative state 
could be achieved. The publication of the 
report was followed by that of the Asoka 
MehtaCommitteeReport^ which visualised, 
along the Gandhian idea of gram swaraj, 
reorganisation of the panchayats as a major 
means of linking the state and the society 
organically, a process which had to have 
its ba.se in rural India. However, the rec¬ 
ommendations of the two committees 
contained little references to the possible 
ways of creating an effective communi¬ 
cation network between the rulers and 
the ruled. The point is of significance 
because the functioning of the panchayats 
in the states like West Bengal, Kerala and 
Karnataka shows that despite various 
possibilities of co-optation the ‘voice of 
the voiceless’ could be heard, in some 
cases loud and clear. The author’s ongo¬ 
ing field study,^ conducted in some re¬ 
mote areas of West Bengal (the Sundar- 
bans of south Bengal and Naxalbari in 
north Bengal) reveals that assertion, or 
even aggressive stance, by the ‘habitually 
passive’ local people of very low social 
and economic status is not a rare phenom¬ 
enon. One major reason for such change 
has been the demystification of bureau¬ 
cracy as a result of the increasing role of 
the local representatives of the local people. 
Again, while such change has its limita¬ 
tions, especially when it occurs within a 
political establishment steeped in elec¬ 
toral politics, it shows that the panchayats, 
even as the ‘satellites’ of the state, can 
create ripples throughout the country in 
terms of creating channels of communi¬ 
cation for citizens who were hitherto 
regarded as ‘dumb’.*® 

A very significant instance of unilateral, 
top-down diffusion of data, information 
and images, mixed with liberal doses of 
censoring, concerned of green revolution. 
After years of misdirected attempt at 
industrialisation not suitably premi.sed 
on generation of agricultural surplus, the 
state-.sourccd publicity blitz came up with 
the promise of ‘revolutionary' restructur¬ 
ing of the agricultural sector in the quick¬ 
est possible manner with the help of the 
state-of-the-art technology. The barrage 
of information on the ‘incredible benefits’ 
from the revolution, found its place in the 
official pronouncements. Such communi¬ 
cation managerialism, quite deftly carried 
out by the state, did not inform people of 
the disastrous effects of the revolution on 
fertility of land, environment and agri¬ 
cultural self-sufficiency, or of the ‘politics 
of dependency’ that it seeks to enforce. 
However, the counterpoint to the .state’s 


tactics could be found in the ‘dissident’' * 
literature in which it was argued that the 
differentiating logic inherent in the ‘techno¬ 
logical wonder’ would not only accen¬ 
tuate but also widen the disparities among 
the people, and in a more specific vein, 
would lead to the dispo.sscssion of the 
small farmers who would not be able to 
‘afford’ to reap its benefits. A more recent 
attack on the ‘violence’ of the green revo¬ 
lution came from Vandana Shiva who 
pointed out'^ that the mantra of the ‘revo¬ 
lution’ - monocultures (which have bio¬ 
logical, econonnic. political and cultural 
varieties) - tend to r^uce alternatives and 
options by enforcing a “linuting and lim¬ 
ited framework of homogenisation”. 

The superordinate communication took 
an interesting turn when it constructed and 
dis.seminated the garibi hatao (banish 
poverty) slogan. A populist slogan par 
excellence, it was directed towards the 
excluded and the marginal segments of the 
population. It at the same time both 
mythified and mystified poverty by bring¬ 
ing it to the centrc.stage of the state-spon¬ 
sored discourse of development, but at the 
same time, kept the related articulations 
very general and abstract. This was done 
by providing the thrust on the ‘immediate 
need’ for solving the crisis that was part 
of the everyday life of the people, but at 
the .same time, avoiding any specific ref¬ 
erences to the means of solution. In func¬ 
tional terms, the coinage of the slogan, 
incorporated in the Fifth Plan, had much 
to do with the ensuing parliamentary 
election.'-^ On a different plane, it was a 
'cla.s$icinstance of‘interpellation’*^ which, 
having evolved in a ‘specific ideological 
domain’, facilitates, through absorption 
and neutralisation of resistance, the hege¬ 
mony of the dominant segments of the 
society. The ‘garibi hatao’ slogan which 
is a ‘brainchild’ of the state, and not of 
the pixtr people themselves, gave rise to 
abstract populism; it also neutralised 
potential antagonism by transforming 
poverty into a simple issue that was to be 
done away with. 

Without an effective communication 
network which is a part of the broader 
ambience of democratic communication 
(which shall be discussed in Section II), 
people remain les.s aware of their rights 
and freedoms so extensively crafted in the 
Constitution. Lack of awareness of one’s 
existing rights and freedoms obviously 
leads to lack of assertion of the same by 
the people. On the other hand, it gives rise 
to a situation in which rights and freedoms 
are violated by the state, in the form of 
‘cu.stody deaths’ and ’encounteres’ in the 
name of maintenance of law and order. In 
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a number uf eases, the ‘maintenance of 
national .security' results in sheer state 
terrorism. On an extensive scale, citizens' 
fundamental rights are violated by the 
‘developmental zeal' of the state, which 
causes displacement of a vast number of 
'oustees' who arc uprooted from their 
social, cultural and economic roots, that 
too without any effective rehabilitation 
policy.'^ In this case, the communication 
that reaches the 'oustees' is based on an 
exaggerated and perverted notion of 
‘national progress'. The increasingly 
vigorous call for greater transparency 
regarding displacement and resettlement 
through public debate is in a way a direct 
call for greater communication in this 
respect.'^ 

On the cultural front, in which commu¬ 
nication has particular significance, the 
'omnipotent' state seeks not only to con¬ 
struct but also to disseminate ‘national 
culture' which has an invincible statist 
core, even if its form may be contingent 
upon the character of the regime which 
happens to possess state power. The state' s 
control over 'culture' was evident, though 
in a subtle form, in the then newly inde 
pendent India, with the establishment of 
academics for various cultural activities, 
by (listnliution of rewards, and in later 
years, by arranging cultural fe.stivals. As 
part of its intervention, rather initiative, 
in determining the broad contours of 
culture’.'^ a notoriously ill-defined idea/ 
way ol lile. the statist discourse periodi¬ 
cally mentions the rationale of a ‘national 
cultural policy ‘. The continuing reluctance 
of the successive regimes to provide full 
autonomy to Akashvani and Doordarshan 
testifies to the fact that irrespective of 
political alfiliations of the rulers, their 
patronising in.stmcis induce them to retain 
and manipulate the potential of the state 
owned mass media. In I975.1ndirafiandhi. 
the then prune mirister. mentioned in her 
characteristic aggressive style that “she 
did not understand what the concept of 
credibility' implied, since there was no 
doubt that AIR (All India Radio) was a 
department of (the) government and would 
remain so"."* Being obsessed with the 
possession of such high potential agencies 
of communication, and at the same time, 
by refusing to widen the base of its com¬ 
munication network, the state produces an 
interesting paradox. With Indira Gandhi's 
'straightforward' approach being replaced 
at present with lip-service to the question 
of autonomy, the situation ha.' changed 
very little. 

With the promulgation of the Emer¬ 
gency (197.5-77 >. the stale made an open 
display of its cruder face. Duri ng the period. 


the slate's commanding tone reached new 
height. For instance, the widely-dissemi¬ 
nated slogan “work more, talk less", which 
was constructed to di.sciplinc loquacious 
citizens with a view to orient them to work 
culture (again undefined), was symptom¬ 
atic ol thcdicm/of a coercive stale, defiant 
of nonns of democratic governance. This 
was notwithstanding the argument that the 
state tended to embark on the path of 
compromise at a later stage of the Emer¬ 
gency by being relatively lenient.'^ The 
Emergency at the same lime revealed the 
‘twilight /one’ of the ‘benign' and the 
rcpre.ssive faces of the state in facilitating 
crass violation of the rights of the citizens 
m the name of 'social welfare’. In promot¬ 
ing family planning through forced 
sterilisation the state crushed the resis¬ 
tance of the people who were marked as 
the target’. To achieve the purpose, the 
state manipulated its resources and organ¬ 
isations (including the media) so that 
‘random sterilisation’ could be the fate of 
the poor and powerless citizens.-*’ 

Obviously, the state during the Emer¬ 
gency was entwined with the personality- 
promotion of Indira Gandhi. Here lies an 
interesting paradox. The state, despite 
being so overhearing during the period, 
also became a victim of personalisation 
of power. I he familiar slogan of the era, 
“India is Indira, Indira is India”, coined by 
the then Congress president, D K Barooah, 
revealed how an elected leader of the 
people can transcend her party-identity, 
and can almost become identical with the 
Slate. The process was helped to a great 
extent by Indira Gandhi’s succe.ssful role 
in the Bangladesh war which led her to 
be dc.scribed as ‘Asia’s Liberation Sun’. 
To refer back lo the Emergency, even if 
the apparent reasons cited for its procla¬ 
mation were national interest’ (mainten¬ 
ance of unity and integrity of India) and 
economic/financial (to keep inflation in 
check), its hidden (or not-so-hidden) 
agenda was to put a lid on any critical 
discussions and debates on Indira Gandhi ’ s 
rule So It was inevitable, as one commen¬ 
tator explains.-' that the era would wit¬ 
ness decline in ideology, and devaluation 
of political speech. leading in turn to the 
end of l’ c di.scursive techniques. It was 
an era when the slate went out of its way 
tc monopoli.se communication. 

However. Indira Gandhi’s over-depen¬ 
dence on the stale-sourced communica¬ 
tion led U' her downfall. The ‘hangers-rm’ 
and the pet' political analysts who were 
m charge (;f information-processing were 
too eager to please her with all sorts of 
‘positive’ data, which crippled an effec¬ 
tive fcodback.^2 It also made Indira Gandhi 


very complacent and prevented her from 
indulging in populism with greater force. 
It was for the same reason that Indira 
Gandhi did not hesitate to set a date for 
the parliamentary election which led lo 
her defeat by the people ot India. Ironi¬ 
cally. a more cautious Indira Gandhi at an 
earlier stage was very successful in out- 
tlanking the opposition of both the Right 
and the Left variety by invoking populism 
on the basis of a combination of 'patrio¬ 
tism’ (Bangladesh war) and ‘radicali.sm' 
(garibi hatao).-’ 

Some observations related to the pre¬ 
ceding discussion merit consideration at 
this point of discussion. First, in all cases, 
be it in an era in which the state was 
projecting its ‘benevolent’ face, or when 
it was unleashing open repression, its 
communication with the excluded, 
marginalised segments of the society was 
stunted in one way or the other. This of 
course leads to the point, as noted earlier, 
that the two ‘opposing faces' of the state 
need not neccs.sarily be treated in black 
and white terms. It may well be the case 
that a 'benevolent' state has a hidden cruder 
face which it docs not bring out in the open 
for tactical reasons. Such blurring of 
distinction bccomcscvidcnt in cases where 
the stale in effect adversely affects the 
interests of the people in the name ot 
.serving them. The critics of the liberal 
reforms in India may. for instance, cite it 
as a typical case where the state adopts 
the measures in the ‘interest of the people’ 
but in the process let the common people 
suffer because of the withdrawal of sub¬ 
sidy. contraction of .social sector and so 
on. Second, the exclusionary nature of 
communication is linked to the develop¬ 
ment mode which, in its churning process, 
leaves out a very large sedimentation’ in 
the fonn of people who are not expected 
to be communicative, even if they arc 
systematically deprived of the ‘fruits of 
progress’. Third, with the development 
mode having a very narrow base and the 
related process of communication being 
.so restricted, the retention of various forms 
of identity -both ascripti ve and constructed 
- among the people of the sedimented 
segments becomes easier, and the people 
often tend to fall back upon such identity. 

We shall mention more about citizens’ 
communication at the grass roots level in 
the next .section. Here, a ‘prelude’ can be 
made by stating that the way out of the 
oppressive hierarchical and inequitable 
interaction process imposed from the 
macro-level (state/market) can be explored 
through dialectic and polycentric micro- 
level interactions. The initial response to 
the suggestion of countering the onslaught 
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ul ihc ‘macro' through the might of the 
■micro' may instantly generate dishelief 
and downright pessimism. However, there 
is no other alternative through which 
people can find thcm.selves in a situation 
in which they canexpress theirown opinion 
- right or wrong, good or bad, practical 
or impractical - on issues which affect 
their life. Within such micro-level acts one 
can look for "spaces’ ol sabotage. ‘People’s 
power' can spring many surpri.ses, some 
of great significance, by taking advantage 
of the segmentations in the macro-level 
entity and of the general tendency to 
undermine the synergy of the miero-level 
assertions. When people give their verdicts 
against powerful rulers like Indira Gandhi 
or when a globally popular brand fails to 
convince the Indian consumers, it only 
shows that people can communicate, 
sometimes very decisively. 

II 

Historically, boi i/.ontal communication 
remains a blindspot in the mainstream 
development mode. A detailed account of 
the mode is beyond the purview of this 
paper. However, it needs to be mentioned 
that m it development is perceived to be 
a “linear arrangement’’2“* by which some 
countries will make progress before others, 
and the 'le.s.sons' gained by the advanced 
countries would be transmitted to their 
underdeveloped counterparts which wou Id 
avoid the repetition of the hazards expe¬ 
rienced by the former. Such perception of 
development, in hindsight, seems to be 
simpli.stic. It is at the same time extremely 
'undemocratic' because it visualises con¬ 
centration of development 'at the top’ 
from which it is expected to trickle-down 
to the lower segments, both internally 
(within the society) and externally (from 
the advanced to the underdeveloped coun¬ 
tries). Such contention makes communi¬ 
cation with the lower segments redundant, 
and even illegitimate. Such perception 
gams ground because even if the main¬ 
stream development mode, propelled by 
classical industrialism, produced poverty 
in the western countries, the ‘visibility’ of 
such dispossession was very weak. In fact, 
the 'visil^ility' increased with the admi¬ 
rable theoretical contribution of the ‘Latin 
American perspective’ (Gunder Frank et 
al) which introduced the ‘development of 
underdevelopment’ thesis. 

The history so scripted should not. 
however, lead one to undermine the sig¬ 
nificance of communication in establish¬ 
ing a dynamic linkage between the state 
and the people, from which democratic 
governance gets its food. Such significance 
is to be attributed to the fact that in matters 


ol common collective welfare and equi¬ 
table distribution of .social benefits, citi¬ 
zens need to interact among themselves, 
and with those in power, as free and open 
‘entity’. Citizens’ communication has been 
described as the 'barometer of democ¬ 
racy'. A communication-friendly .state, 
coupled with communicative citizenry, can 
develop a sense-making, meaning-gener¬ 
ating ambience, u pluralist and sustainable 
interactive environment. It would let 
citizens nurture and develop their own 
opinions, ideas and attitudes, and create 
avenues for their expression in some way 
or other. In the process, the ‘fibres of civil 
society’ - voluntary associations, clubs, 
folk media and .so on - can play a contri¬ 
butory role. However, at its base such 
interactive environment is to have spon¬ 
taneous. even dilfused, face-to-face dis¬ 
cussions and debates, and even satires and 
gossips. Elsewhere I have stressed the 
vital role of face-to-face interactions as a 
component of informal and random chan¬ 
nels of people-centric communication.^' 
Satires, for instance, in various forms can 
make people adopt a more ‘realistic’ at¬ 
titude by diminishing excc.ssivc awe or 
admiration of public figures. Gossip, on 
the other hand, is “a means of public 
transgression whereby the people are kept 
II. formed ol the private actions of public 
personages” At the .same time, it has 
been pointed out that in the Indian context 
where the distinction between ‘public’ 
and private’ spheres is comparatively 
blurred, especially vis-a-vis the west, 
“news or information often circulates in 
the form of gossip’’.^^ 

In the 1960s, m a pioneering study^* of 
the development-communication inter¬ 
face, Lucicn I’yc made us aware of the 
indispensable role of communication 
which performs an “amplifying function" 
by transfonning the “man-sized acts” to 
“society-si/cd acts”. In emphasising that 
a political system must provide people 
with a sense of identity and of fundamen¬ 
tal membership in a larger community. 
Pye pointed out that a common fund of 
knowledge and information, directly con¬ 
tingent upon communicative endeavour, 
can lead to “sensible debates and collec¬ 
tive actions” at a level which keeps people 
from being undulv naive or excessively 
suspicious about political motives .and 
actions. 

Thus, a healthy communication network, 
bom out of the interactive environment 
described above, can prevent citizens from 
being, at least unknowingly, acquiescent 
to manipulative acts. It also, by implica¬ 
tion, makes the slate aware of the dangers 
of indulging in assi.stencialism, which 


includes placation and superficial consult¬ 
ation. and domestication, which involves 
'informing' and therapeutic acts.^** One 
needs to be conscious of the possibilities 
of co-optation and aggression that remain 
integral part of creation and retention ol 
the interactive environment we are refer¬ 
ring to, but the point remains that in its 
ab.sence. and the con.sequcnt absence of 
articulated, widespread conception of 
common welfare and social meaning, 
‘democracy’ and ‘development' would be 
branded as discriminatory processes. It is 
also obvious that the citizens, once they 
are convinced of their lack of empower¬ 
ment to effect institutional decision-mak¬ 
ing, will steadily alienate themselves from 
the political process by which we measure 
consent of the governed. 

That the communicative reason of the 
post-colonial state in India woukl be what 
it IS can be attributed to the overwhelming 
legacy of the colonial state. The way the 
latter used to administer the “command of 
the sovereign”, with the larger purpose of 
maintaining the colonial orderfalong with 
the specific purpose of maintaining law 
and order, and collection of revenues), it 
was quite natural that a typical one-way, 
vertical flow of information would be the 
order of the day. Ironically, the post- 
colonial state continued to perpetuate the 
'tradition'ofthecolonialcra Thisisdespite 
the tact that its emergence was directly 
linked to a freedom movement which had 
a fairly wide communication base.^'’ One 
interesting manifestation of the post¬ 
colonial state carrying on the legacy of the 
colonial state can be found in some key 
areas of public administration, such a.s. the 
postal and telecommunication services, 
the railways and the police. In these ser¬ 
vices there arc a number of rules and laws 
which, despite being enacted in the colo¬ 
nial era. are still in existence.'' The point 
is all the more interesting because the 
Indian state, having emerged in response 
to an anti-colonial movement, has a strong 
streak of national identity attached to it 
However, the shadow of the colonial .state 
could loom large over ihc po.st colonial 
stale because, as a noted scholar suggests, '^ 
“it was not subject to democratic pres¬ 
sures". Was It at the same tunc a question 
of (nonlcommumcaiion'’ Significantly 
enough, the same scholar mentions" the 
“problem of intelligibility of the political 
in.stituiionsof the (Sgate” that remains “at 
the heart of Ihc Indian democratic system”. 
Even such tacit and indirect acknowledge¬ 
ment of the vital role of communication 
is important considering the fact that the 
mainstream analyses of Indian state steer 
clear of the communicational dimensions 


Economic and Political Weekly August 7. 1999 


2233 



and stress overwhelmingly on institutional 
mechanics,^'* as if the two are separable. 

Ill 

In the 1990s the Indian democracy Finds 
itself in a sensitive and somewhat uncer¬ 
tain position with the gradual ascendance 
of the market to a position which was 
previously held by the state. The Indian 
state, like many of its counterparts in the 
world, is going through a ‘slimming ses¬ 
sion'. true to the nco-libcral dictum “slim 
state is a better state”. In this era, when 
democracy is being made synonymous 
with liberalisation, privatisation and de¬ 
regulation, for the sedimented segments 
of the .society, which have been victims 
ofexclusionary communication of the state 
till the other day, the chances of being 
‘uplifted’ through market-induced churn¬ 
ing process is rather remote. 

The ‘transactional’ relations promoted 
by the market turn citizens into consumers 
who are subject to a wider and more 
efficient communication network. Such 
network, however, is constructed and 
administered by the consideration of 
maximisation of profit.^-^ When the market 
enthusiasts visualise^^ what is known as 
the ‘20:80 society’ - where the top 20 per 
cent of the population will be showered 
with wealth and power in return for their 
role in running the world economy, and 
the bottom 80 [ler cent will be kept in 
check by doses of “tittytainment”, com¬ 
posed of food and entertainment - it 
becomes evident that the market, with its 
professed thesis of limited liability, would 
ensure the survival of the fittest without 
explaining the process by which some 
acquire ‘fitness’ and others are destined 
to remain ‘unfit’. If that is not enough, the 
market-sourced development path seeks 
to put an end to politics by putting subtle 
but severe restrictions on critical debates 
and discussions which can question the 
discriminatory and inequitable nature of 
such course of action. 

How does one relate the market-sourced 
communreation process to the politics of 
depoliticisation? Before we explain in the 
process, it should be mentioned that the 
steady nsc of the market generates mount¬ 
ing optimism among many that, with 
homogenisation reaching its peak in the 
‘global village’/‘global neighbourhood’ 
which is round the comer, ‘tribalism’ will 
soon be a thing of the past. The global 
spread of the market; coinciding as it docs 
with the spectacular advance of informa¬ 
tion technology reinforced .such high 
optimism which borders on illusion. But 
the belief that in ihc market era, the identity- 
differentiating f.aciors will be eliminated 


is problematic indeed. As the following 
observation goes: 

One of the problems...is of adopting a 
totalising logic and assume some master 
process of global integration is under way 
which is making the world more unified 
and homogeneous.-^’ 

The high tide of optimism about an im¬ 
pending homogenised world ignores the 
point that the transactional relations treat 
the issue of ‘fragmentation’ as of second¬ 
ary importance as long as it does not come 
in the way of profitable seduction - luring 
potential consumers with superabundance 
of commodity-signs, and with prolific 
production of commodities with a view to 
create a consumer culture. The market in 
this endeavour certainly creates a degree 
of homogenisation in terms of sets of 
practices, body of data, information and 
knowledge, and »f course, norms and 
lifestyles, but it does so at a cultural level 
which for its operation docs not necessar¬ 
ily require elimination of descriptive and 
constructed identity. In some cases, the 
market may also go to the extent of taking 
advantage of such identity to serve its own 
ends. Thus, for instance, when a multi¬ 
national soft drink company (which inci¬ 
dentally desenhes itself as ‘miiltilocal’ in 
advcrti.scments in some we.stemcountries) 
puts its pmduct and Lord Jagannath side 
by side in a temple-town like Puri, the 
hoarding itself reflects a subtle attempt to 
appeal to the religious instincts of the 
potential consumers in a particular context. 

To explain further, until and unless such 
differentiating identities reach a threshold 
point, a point beyond which there would 
be chaos (arising out of civil war, for 
instance) the market would leave the is¬ 
sues relating to politics of identity to the 
custody of the state which, under the 
present circum.stances, would be happy to 
act in the market’s favour. It is also a 
reason why the market-induced commu¬ 
nication should be treated with greater 
caution. The market in many cases subtly 
communicates through the ‘voice of the 
.state’, which makes its operation lc.s.s 
transparent in a relative sense. The prob¬ 
lem becomes all the more serious because 
in our ‘received’ knowledge we tend to 
treat the market and the state in binary 
opposition, and remain less conscious of 
the ‘new reality’ in which the state pro¬ 
vides fillip to the market.^* ■ 

To refer back to the politics of depoliti- 
cisation which reveals the disastrous impact 
of the market-sourced communication on 
the .sedimented segments of the society, 
we should highlight the deft communica¬ 
tion manageriali.sm of the market, by which 
it seeks to attain a ‘divine status’. Ixt us 


clarify the point witha coupleof instances. 
After India’s initiation to the liberalisation 
experiment, it has become almost impos¬ 
sible to question the rationale of the pro- 
CC.S.S itself. In the official di.scourse, the 
“market can do no wrong” idea reinforces 
itself in such phrases as “the fundamentals 
remain strong”, thereby implying that even 
the disasters caused by the market are to 
be attributed to some superficial features 
of the market operations. A more familiar 
phrase is “correct value of Rupee” which 
ju.stifies the successive devaluation of the 
Indian currency in terms of ‘correctness’ 
determined by the market. On a broader 
scale, the politics of depoliticisation takes 
firm roots in the ‘bubble of consensus’ 
which keeps debates on market reforms 
restricted to ‘secondary’ or ‘.subsidiary’ 
issues like the degree and terms of with¬ 
drawal of subsidy (without raising doubts 
about the rationale of the withdrawal 
process iiselO or on the number of phases 
of privatisation of nationalised companies 
(without raising questions about the ratio¬ 
nale of the process of privatisation). In j. 
other words, a specific pattern ol exclu- ' 
sionary communication is at work to put t 
the liberalisation process beyond the arena 
of debate, as a result of which it acquires 
a ‘sacrosanct’ status. Moreover, in all the 
cases described above, the distributive 
irrationalities of the market arc relegated 
to a /.one of silence.. 

I'he continuity and commonality that 
mark the state- and the market-sponsored 
exclusionary communication results in the 
state losing an opportunity todcmocratise^’ 
its communication network in the event 
of the market’s inability or unwillingness 
to do the same. Such opportunity could 
be availed on one major ground, llie state 
still had the chance u. take advantage of 
its still-large legitimacy in order to initiate 
a process of self-amendment. It can be 
argued that even during the Emergency or 
during demolition of the Babri masjid - 
the two darkest periods of Indian democ¬ 
racy - the discourse of re.sistance had not 
the state but the regimes that made it so 
repressive and repulsive, under attack. 
Even in many instances of assertion of 
identity, the challenge is more directed to 
the modus operand! of the .stale, rather 
than the legitimacy of the state. With certain 
exceptions, the general tendency of the 
politics of identity is to demandfair share 
of resources and opportunities, linked to 
‘our share’ of the state patronage. On the 
other hand, the state, despite being respon- ^ 
sible, in cases like its entente with reli¬ 
gious revivalism, for being accommoda¬ 
tive toward politics of identity, adopts 
an apparently embarrassed stance with 
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regard to eruptions of such politics. In 
relying on the bogey of ‘national integra¬ 
tion’, that finds expressions in slogans like 
“One N^on, One Life, Unity", die official 
discourse, for a long time, presents an 
image of India which is cleansed of such 
‘negative developments’. In doing so, the 
Indian state came much closer to the 
erstwhile Soviet state which used to claim 
that ethnic, religious and other differences 
in the former Soviet Union had withered 
away. Here again, the slate lails to take 
notice of the fact that to many citizens, 
such constructions in the official discourse 
make the discourse itself meaningless and 
ab.surd. 

When the state fails to democratise its 
communication network, its implications 
for the politics of identity is all the more 
dangerous, in ca.se of the failure of the 
state, those who could not make it in the 
stiff competition, could at least vent their 
frustration and anger against the .state - 
the less mysterious, more familiar entity'*^ 
which is at the same time more transparent 
than '.he market. With the .state abdicating 
power in favour of the market, it is time 
for the ‘open competition’ thesis to gain 
ground in reality. In the market era, the 
life of ordinary people would be more 
difficult in view of the fact that in view 
of a new conceptualisation of ‘distributive 
justice', measured in terms of economic 
efficiency and nothing el.se, those who fail 
to make it in the competition would be 
branded as ‘laggards’.TTic problem forthe 
deprived and the dispossessed will be 
greater because they will have to struggle 
against an unfamiliar and elusive market 
which prefers to govern by remote control. 

Being a discussion of an ongoing pro¬ 
cess - the dialectics of the state and the 
market vis-a-vis the politics of identity - 
the paper lacks a conventional conclusion. 
However, some observations can be made 
in lieu of it. 

First, the time has come for the ‘global 
village' - romantics to realise that the 
glohali.sation project itself docs not ensure 
transformation of the world into a homo¬ 
geneous space in which all differential 
identities are levelled ou',. The ‘new re¬ 
ality’, mentioned at the outset, is making 
us aware that globalisation is linked to 
‘local co.smopolitanism’ which questions 
the assumption of totalistic integration, 
and embodies assertions of diverse local 
identities. Second, the politics of identity, 
which in the Indian context is not to be 
delinked from the politics of nation-build¬ 
ing, is to remain a reality, however ‘em¬ 
barrassing’ it may be. It is because com¬ 
munity mobilisation, based on assertion 
of constructed and ascriptive identity is 


to continue, and even intensify, either as 
a protest or as a protective response to 
exclusionary practices of both the state 
and the market. Lastly, despite the politics 
ofidentityhavingits own limitations which 
emerge from internal weaknesses and the 
external forces of appropriation, it is to 
acquire a ‘nuisance value’ in the sense of 
being a warning to those who tend to deny 
that the pattern of communication has a 
crucial role in determining where democ¬ 
racy can go or cannot go. 

Notes 

[This is a revised and expanded version of the 
paper presented in a seminar, ‘Challenges to 
Indian Democracy in the 1 V90s; The State, Market 
and the Politics of Identity' (August 24-25,1998), 
organised by the Cenin; for Political Studies, 
Jawaharlal Nehru University, New Delhi, in 
collaboration with Swedish International 
Development Association (SIDA). The author 
wishes to thank the organisers of the seminar, 
especially Aswini K Ray. The author also 
expresses gratitude to Sourin Bhattacharya and 
Anjan Ghosh for ihcir comments on the earlier 
draft of the paper. Opinions of some of the author’s 
students in the Calcutta University have been 
very helpful. Usual disclaimets apply ] 
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Trade, Technology and Industrialisation 

A Developing Country Perspective 

Nagesh Kumar 

Trade and Industrialisation (ed) Deepak Nayyar; Oxford University Press. Delhi. 
1997; pp Xv+326. Rs .M.5. 


THF.RE are two broad alternative strategies 
of development. One emphasises ‘the 
virtues oi openness and markets’ as 
represented by the Washington Consensus. 
The Wa.shington Consensus is used to 
cover the structural adjustment and 
stabilisation programmes administered by 
the two Washington-based institutions, 
namely, the World Bank and IMF. The 
other stresses the importance of protection 
and government intervention at least 
selectively in the process of industria¬ 
lisation of developing countries parti¬ 
cularly in early phases of it. Although the 
weight of opinion has tended to shift 
gradually in favour ol the former, there 
have been ‘voices of dissent’. This book 
coherently puts together this dis.sent and 
questions the conventional wisdom by 
highlighting the implicit assumptions in 
ccuiiomic theory. The book is a collection 
('f SIX essays written by eminciit econo¬ 
mists on different aspects of tiade and 
mdu.strialisation in the context of large 
developing economies like India. 

In the first and introductory essay. 
Deepak Nayyar, the editor of this valuable 
volume, provides a detailed analysis of 
the treatment of the interrelationship 
between openne.ss and industrialisation 
in the literature and highlights the dissent. 
In particular, he nuilds a strong ca.se for 
questioning the assumptions of the 
Washington Con.sensus that emphasises 
on the role of markets and trade in 
development and frowns upon govern¬ 
mental intervention. Nayyar argues that 
the orthodoxy is rooted in micro-theoretic 
analytical foundations and lacks a rnucro- 
perspect i vc. Besides, a number of assump¬ 
tions are often violated such as market 
prices failing to reflect social costs and a 
country’s trade being large enough to 
influence world prices. Role of techno¬ 
logical capability in shaping the gains from 
trade is not recognised by the Washington 
Consensus. Globalisation has changed the 
context as new players, namely, large 
multinational enterprises (MN^i have 
come to dominate technology, investment 
and trade in the world economy. The new 


international regime for trade is highly 
asymmetric and favours the established 
players. World financial flows are 
controlled by international banks and 
financial intermediaries. The Bretton 
Woods institutions act as watchdogs and 
protect the interests of moneylenders in 
the international capital markets. These 
themes have been further elaborated in the 
subsequent contributions by Sen. Lall. 
Chandra, Singh and Chandra-sekhar. Below 
we provide an overview of select major 
themes addressed by the volume to 
highlight the mum contentions of the book. 

Tradk Libf.rausation and 
Indi'sirialisation 

The ca.se for free trade is not as un¬ 
equivocal as It IS often made out to be and 
deviations from free trade have indeed 
been accepted in the literature. Forin.stance, 
the case for infant industry protection is 
justified because of market failures. 
Similarly, strategic trade theories show 
that in an oligopolistic market, strategic 
support for domestic firms can raise 
national welfare aithecostof trade partners. 
Furthermore, in his contribution Abhijit 
Sen argues that drawing upon new trade 
theories and endogenous growth theory 
one can show that greater integration with 
the world economy through trade may 
serve to strengthen existing patterns of 
technological leadership. Hence.countrics 
with small knowledge bases may attain 
higher long-run growth by avoiding 
premature exposure to world competition. 
Sen also reviews the existing empirical 
evidence on iratle liberalisation and growth. 
He concludes that “it can indeed be very 
costly to ignore exports but the literature 
provides little support to the claim that 
trade liberalisation improves economic 
performanceThe profession- at-large loo 
has begun to question the conventional 
wisdom and the evidence offered in support 
of it. Many ol the cross-country studies 
on the .subject have suffered from serious 
errors of measurement and other 
methodological problems, as has been 
shown in a recent paper by Rodrigues and 


_REVIEWS 

Rodrik (1999). After examining the four 
major and influential studieson the subject 
including Sachs and Warner (199S), 
Rodrigues and Rodrik find “little evidence 
that open trade policies - in the sense of 
lower tariff and non-tariff barriers to trade 
- are significantly associated with 
economic growth”. 

Technological and Industrial 
Capabiuty and I ml Role or 
Government 

The role of technological capability in 
shaping a country’s growth performance 
and international competitiveness is 
recognised in the new growth theories and 
neo-technology theories respectively. 
While liberal access to imported tech¬ 
nology is important, an industrialising 
economy must be able to follow the.se 
imports by further effort to absorb, adapt, 
improvise and eventually accumulate 
ability to innovate, at Ica.st in selected 
sectors. The role of government interve¬ 
ntion IS emphasised (mtist forcefully by 
Nayyar and Lall) in the area of building 
technologic?! capability because of market 
failures as private investors are not able 
tocapture all the returns. Market discipline 
does not restrain firms from repealed 
imports. 

Governments need to play a crucial role 
not only in planning for technological 
development across sectors and time but 
also in the facilitation and promotion of 
enterprise-level technological el tort. But 
for strategic intervention by their respective 
governments, the Japanese and Korean 
successes in automobiles and consumer 
electronics would not have been possible. 
The supportive role ol the govemineni is 
thus a necessary condition for the develop¬ 
ment of technological capability in late¬ 
comers to industrialisation. 

In tins context, one may refer to the 
trends of governmental intervention in the 
area of technology in OFX'D countries. 
Kumarand Siddharlhaii 11997 riiaptcr 21 
have summari.sed evidence on exicnsivc 
government support to R and D activities 
in the most advanced countries. For 
instance, the government accounts for 49 
per cent of total R end D expenditure in 
France, 47 per cent in the US. 37 percent 
in Germany and 34 per cent in the UK. 
Furihermore, governments .support in all 
these countries also lakes the form of 
direct subsidisalionol research by business 
enterprises. In the US, for instance, over 
2K per cent of corporate R and D 
expenditure was directly contributed by 
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the government (ibid, p 25). Besides 
national government support, European 
enterprises receive substantial R and D 
funding from the European Commission 
under the Framework Programmes which 
have been set up to strengthen their 
competitiveness in high technology 
industries. Rubeek (1990) has used the 
term technology race’ to describe the 
aggressive manner in which different 
OECD countries compete among 
themselves to promote the technological 
competitiveness of their national 
enterprises. 

.Sanjaya Lall provides case studies of 
cast Asian countries, India and Mexico on 
the patterns of governmental invention for 
building technological and industrial 
competence. These countries have 
followed different paths to build up 
capability. While in Hong Kong govern¬ 
ment invention has been of a non-selecti ve 
and functional type covering provision of 
education and training, subsidised land, 
export information, technical services, etc, 
in Korea, the government has intervened 
heavily to build capabilities of its 
enterprises in .selected sectors. The Korean 
government has directed subsidies and 
other resources to infant industries in 
selected indu.''trics which have received 
prolonged periods of protection. Besides 
its own heavy investments in education. 


technical training and technological 
infrastructure, the government has forced 
enterprises to invest in employee training, 
technology absorption and R and D. 
Indigenous enterprises and technological 
capabilities were protected by restricting 
FDI inflows. As a result of the sustained 
strategic intervention by the government, 
Korea now has a research and manu¬ 
facturing base that is able to copy, adapt 
and build upon state-of-the-art industrial 
technologies. That gives it a “competitive 
capability that is probably unmatched, 
especially in advanced manufacturing” 
(p 66). There is a great deal to learn from 
the experience of Korea in building 
technological capability. However, it 
would be much more difficult to replicate 
the Korean success story now in an 
environment of stricter international 
protection of intellectual property, among 
othci developments. We revert to this later. 

Nirmal Chandra also refers to India's 
ability to build technological capability in 
sec tots such as petrochemicals, fertilisers, 
industrial machinery , telecom switching, 
supercomputing, etc, as vouched for by 
the World B ank teams, under the pnnected 
regime. These capabilities, however, have 
been threatened by the indiscriminate 
liberalisation and lack of preferential 
treatment. He argues the case for 
technological .self-reliance in heavy and 


technology-intensivecapital goodssectors 
for a large developing country such as 
India. 

Ajit Singh fctcuses on the role of stock 
markels in industrial development. He finds 
no evidence of deregulation of financial 
markets having a significant effect on the 
rate of savings or investment or long-term 
dynamic efficiency. On the other hand, 
financial deregulation may lead to a number 
of harmful effects such as speculation and 
short-termism. 

FDI Regime and Industriausation 

There is optimism in the ability of 
expanding inflows of FDI facilitated by 
liberalisation of investmentregimes to lead 
to greater capital accumulation, generation 
of employment and su.stain infrastructure 
investment. Besides, FDI is expected to 
help in transferof technology and facilitate 
exports. Sen finds that none of the.se 
expectations are fulfilled without 
qualifications. FDI inflows are highly, 
concentrated in a handful of economies 
with just the top 10 recipients accounting 
for nearly three-fourths of all FDI inflows 
received by developing countries. Recent 
quantitative analysis questions the ability 
of policy liberalisation in the poorer 
epuntnes to expand the magnitude of FDI 
inflows (Kumar 1999 forthcoming]. Sen 
ob.serves that a substantial proportion of 
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FDI inflows, such as those taking place 
by way of privatisation, does not lead to 
significant creation of new capacity, 
technology transfer or export generation. 
The same applies to acquisition of local 
enterprises that is fast becoming an 
important mode of MNE entry in 
developing countries, including India. 
Furthermore, the inve.stments that have 
gone into infrastructure are normally 
accompanied by sovereign guarantees, that 
is, the host governments share much of 
the risk in the projects. Hence, Sen argues 
that these investments ate mote akin to 
foreign borrowings. Finally, technology 
diffusion or knowledge spillovers from 
FDI are relatively limited in the cases of 
indiscriminately liberal regimes such as 
Hong Kong and Singapore compared to 
Taiwan and Korea which pursued a more 
te.strictive and selective regime for trade 
and investments. Sen infers that benefits 
from FDI like those of trade openness do 
not seem to be linked strongly to a general 
liberalisation of trade and investment 
regimes. The success depends upon the 
abi lity of the economy “to generate i ntemal 
growth impulses to which desirable FDI 
will lespoi^" and on its ability to assimilate 
possible spillovers. Interestingly, a recent 
analysis of trends in FDI outflows in major 
source countries to examine the prospects 
for development of relatively poorer 
countries also reached very similar findings 
[Kumar et al 1998]. 

Similar conclusions on the role of FDI 
in growth are also reached by C P 
Chandrasekhar. He observes that the recent 
boom in FDI inflows is accompaniei^y 
a qualitative shift in the nature of FDI. This 
is because the liberal trade regime puts no 
pressure on MNEs to invest in productive 
capacity in developing countries unlike in 
a protected regime. In the current phase, 
relocation of world-market-oricnted 
production to the must appropriate sites 
.seems to be one of the motives lor FDI. 
The relocated production, however, is of 
a footloose type and moves to other sites 
when the competitiveness of the exi.sting 
one is eroded. Chandrasekhar reviews the 
literature and patterns of export-oriented 
FDI in Asian countries to undcrstmid the 
possible determinants of export-oriented 
FDI. A recent quantitative attempt made 
to analyse the determinants of export- 
oriented FDI by US and Japanese MNEs 
across a sample of 74 countries in seven 
branches of manufacturing found homc- 
market-oriented and third-country-oriented 
export-platform investments to be 
governed by different factors [Kumar 
1998]. This study reported that homc- 
tnarket-bound FDI was favoured by low 


cost labour, good infrastructure and trading 
facilities. Geographical proximity and 
preferential trade relations with the home 
country have also helped in attracting 
home-market-oriented FDI. Third-country- 
oriented FDI, on the other hand, have been 
influenced more by strategic and geo¬ 
political factors than factorcosts. Countries 
participating in regional trading blocks 
have enjoyed a dcrinite edge over others 
for this type of production. Third-country- 
oriented investments were more sensitive 
to openness of trade regime and quality 
of infrastructure. Interestingly, export 
obligations imposed by host governments 
on MNEs at the time of entry prove to be 
an effective means of pushing MNEs to 
export more from countries with relatively 
large domestic markets. 

The book also covers FDI in R and D 
activity. Chandra reviews the recent 
literature on the globalisation of R and D 
activity of MNEs and wonders whether 
the developing world can benefit from a 
rcIcKation of R and D activities of MNEs. 
He docs not get a clear answer. 'Hie 
prospects for developing countries in the 
relocation of R and D was subject of a 
recent study [Kumar 1999] and it may be 
appropriate to summari.se its main findings 
here. The siudy found that although 
increasing over time, R and D is still the 
least internationalised of MNEs’ value¬ 
adding activities. The bulk of the R and D 
activity is still conducted in the home 
countries and the leading edge research in 
the core technologies of companies is 
hardly ever relocated abroad. Overseas 
R and D is primanly motivated to support 
foreign priniuction to take advantage ol 
cheaper R and D manpower available 
abroad and to benefit from competitors' 
R and D in other countries. The overseas 
R and D is highly concentrated in the 
technologically advanced countries and 
developing countries host a minor part of 
it. In the leading technologically- 
industrialised countries, such as the US, 
R and D expenditure of foreign-owned 
MNEs generally exceeds what home-based 
MNEs rcliKate abroad. Hence, they may 
be net recipients of the flow of overseas 
R and D expenditure. A few developing 
countries that have created considerable 
national institutional infrastructure for 
innovative activity and arc endowed with 
cheap R and D manpower, such as India, 
have also attracted some R and D invest¬ 
ments and research contracts from MNEs. 
But there are very few developing countries 
with those types of advantage.s. A quanti¬ 
tative analysisof the factorsexplainingthc 
locational pattern of overseas R and D 
by US and Japanese MNEs tended to 


corroborate the contention that only 
countries that arc characterised by a large- 
scale of technological activity and 
abundant cheap but qualified R andD 
manpower are likely to play host to 
MNEs’overseas R and D activity. The size 
of the domestic market also helps in 
attracting R and D activity because of 
economies of .scale involved. Policy 
factors, such as the strength of patent 
protection offered or the relative openness 
of the economy, arc of peripheral im¬ 
portance, if at all. In the light of these 
findings the study concluded that the trend 
of internationalisation of R and D hardly 
appears to be contributing to a more even 
distribution of innovative activity in the 
world. 

Globalisaiion and Emi-.rginc 
A sYMMhnilES 

With the liberalisation of trade and 
investment regimes and the opening up of 
capital, financial and foreign exchange 
markets across the world, the context for 
conducting economic activity has charged 
considerably. In this globalised world 
economy, Nayyar highlights in hisopening 
chapli'i, large MNEs, international banks 
and other fiirancial intermediaries have 
emerged as powerful player.s. Since most 
ol ihcsc torporalions originate in the 
industrialised countries, their govcinments 
sec the convergence of their interests with 
those of the.se corporations. Hence, these 
governments use their clout in the 
multilateral institutional framework to 
protect their interests. ITiis framework 
comprises of the WTO, World Bank and 
IMF. 

The international trading system that 
has evolved with the WTO setting the 
rultsof the game's highly asymmetric and 
perpetuates the interests of the indus¬ 
trialised countries, argues Nayyar. For 
instance, it .seeks access to the markets 
of developing countries without cor¬ 
responding access to technology to develop 
their industries. Similarly, mobility of 
capital is sought wliilc re.strictmg labour 
mobility. The World Bank and the IMF 
defend the inicrestsof international capital 
by imposing conditionalities on countries 
seeking their assistance. These conditi¬ 
onalities seek to harmonise policies and 
institutions across countries that arc 
consistent with globali.sation. 

The emerging international regime, 
therefore, restricts the freedom of 
developing countnes to promote their 
economic interest by policy interventions. 
It is much more difflcult to protect local 
industry now than earlier. The new 
intellectual property regime does not allow 
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reverse engineering and process adapt¬ 
ations that were the sources ol much of 
the technological learning by Korean 
enterprises. The emerging international 
regime on invesimeni seeks to lake away 
the freedom o( host governments to select 
and screen FDI proposals. The condi¬ 
tionalities attached to structural adjust¬ 
ment and stabili.sation programmes in¬ 
clude deregulation and liberalisation. 
Hence, strategic interventions lor fos¬ 
tering industrialisation have become 
difficult. 

Despite these constraints. Nayyar feels 
that governments still have .some margin 
for manoeuvre. Within these margins, the 
stale should provide conditions lor 
‘industrial capitalism' It should bargain 
with large MNF.s lor bringing their 
activities in tune with the host country’s 
developmental goals. Finally, the stale mu.st 
paiticipate actively and try to mtluence the 
process ol international rulcs-makmg to 
make the ‘playing field less uneven'. 

The book thus covers a large ground. 
It IS also timely. Against the backdrop ol 
the Asian meltdown, questions have been 
rai.sed on the virtues of economic 
liberalism. This book serves the useful 
purpose of cautioning against excessive 
tailh in the ability ol markets to deliver 
industrialisation and development. It would 
prove valuable to students and practitioners 
of development policy and industria¬ 
lisation. A few of the e.s.says, however, 
could have been made crisper for 
improving readability. One essay, for 
instance, runs into 80 pages with only five 
headings breaking the running text. This, 
however, does not dimmish the value of 
the hook and Nayyar deserves all praise 
for dclivi'iing It 
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NEGLF.CT of the girl child in India has 
enniinued even alter .SO years of inde¬ 
pendence. llic girl child suffers deprivation 
Ironi womb to tomb'. A complex set of 
socio-economic and cultural factors 
deprives the girl child of its natural claim 
to childhood and the love and affection 
that she is entitled to. She is underfed, 
undernourished, kept illiterate and 
burdened with niairiagc and lamily life 
even before she is physically and mentally 
prepared to undertake such a burden. She 
is not only subject to neglect in the family 
but is also discriminated outside. The 
neglected girl child has been a subject of 
several .seminal works right from the pre¬ 
independence days. But the retrogressive 
forces that operate within a family to 
perpetuate ihc neglect and deprivation of 
the girl child have mil been fully explored. 
The book under review is a good attempt 
in this direction The book is the outcome 
of a survey spoiisoied by the ministry ol 
human resource development, government 
of India and cair'ed out for the slate of 
West Bengal by the authors working at 
the .School of Women’s .Studies of the 
Jadavpur University. The focus of the 
study is the girk hi Id in her family environ¬ 
ment. The study is based on a primary 
survey of a cross-section of 600 girl 
children in Ihc age group of 718 years 
(staled as 6-18 years on page 42). The 
study is based on the information collected 
from Ihc girl child, her mother and the 
household. 

Chapter I ol the study attempts to place 
the Bengali girl child in the historical 
setting. The chapter traces the '.social 
construction of the girl child’ through the 
process of social change that characterised 
the colonial period m Bengal. The portrayal 
of Ihc .status of girl child during this period 
reflects the anxieticsof the newly emerging 
middle class. The .status of the girl child 
“was articulated mostly along the lines of 
her legal and marital status, negotiating 
several religious orthodoxies to make room 
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fora sch(X)l-going, game playing girl child” 
(viii). Tlie second chapter reviews briefly 
the literature on the girl child that appeared 
after 1974. Most of the studies that 
appeared after 1974 had a developmental 
perspective, and therefore, concentrated 
on the deprivations of the girl child - a 
girl child drawn not from the dominant 
middle class but from the poorer deprived 
sections of society. What is emphasised 
is the threat that society puses against 
itself by .subjecting the girl child to multiple 
deprivations in the family. The review 
points out that the neglect of the girl child 
could be seen as an important cause for 
the demographic imbalance as indicated 
by the secular decline in the sex ratio. The 
major finding of the .study of Amartya Sen 
and .Sunil Sen Gupta that girls are more 
undernourished if they are fed only within 
Ihc family highlights the retrogressive 
turccs that work against the girl child in 
the family. The review of the three 
representations of the girl child in three 
different media (cinema - drama - novel) 
bringing out the multiple facets of the 
gender-based exploitation practised n the 
Bengali families is unique. Most cf the 
other studies reviewed in the chapter 
provide st ati stical i nformation on the status 
of the girl children in Bengal and add to 
our understanding of the impact of family 
environment on the status of the girl child. 
This part of the book will be usetui as a 
good source of relerence for scholars 
working in the area of gender studies. 

Chapter III describes the sample frame 
and the methodology of the study. On the 
basis of a four stage stratified random 
sampling, (he study selected 6(X) girl child 
households from four villages and two 
urban wards in West Bengal. Two villages 
were selected fmm the relatively developed 
Barddhaman district and the other two 
villages were in underdeveloped 24 
parganas. The 1981 female literacy rate 
was used as the main basis for the 
identification ol the villages. From each 
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district, a village with a high female literacy 
and another with a low female literacy rate 
were .selected as were two municipal wards 
from Jadavpur municipal area, one with 
a high female literacy rate and the other 
with a relatively low female literacy rate. 
From the selected' illages and wards, 600 
households were identified, using the 
method of systematic random sampling. 
From each of the 600 households, one girl 
child in the age group of 6-18 years was 
selected at random. 

From the sample design, one gets the 
impression that the study would focus on 
the status of the girl child in different 
socio-economic context.-. - the rural and 
the urban areas and the relatively developed 
and the underdeveloped villages. But the 
analysis of the data generated fron. the 600 
sample households has been done at the 
aggregate level blurring the distinction 
between girl children in different regional 
development settings. The study docs not 
make any effort to delineate the status of 
the girl child in the relatively developed 
districts and the less developed districts. 
Nor docs It bring out the diflerenccs in 
the .status of the girl child in the rural and 
the urban areas. Mure importantly, the 
study docs not analyse the status ol the 
girl child in different social groups like 
the scheduled castes, the scheduled tribes 
and others. 

Family Hnvironmeni 

The family environment is a critical 
determinant of the status of the girl child. 
The .socio-economic status ol the family, 
the attitudes and the a.spirations ol the 
parents in general and the mother m 
particular have an important bearing on 
the quality ol lile of the girl child Chapter 
IV of the study is designed to assess the 
impact of the lamily environment on the 
girl child. The study examines the family 
environment of the 600 gir' child 
households with reference to well known 
parameters such as the major occupation 
of the households, their a.ssct and income 
status, housing and other living conditions 
such as access to drinking water, toilet 
facilities, electricity and cooking fuel. The 
nature ol the family and the si/e of the 
households were also examined as a part 
of this chapter. The health and the 
edueational status of the mothers, their 
role in familial decision-making and their 
attitudes and aspirations also influence the 
growth of the girl child. These aspects arc 
also analysed briefly in the chapter. The 
major lacuna of the chapter appears to be 
its fai lure to bring out the pr(K'cssc.s thiough 
which the family environment influences 
the .status of the girl child on the b>isis of 


the sample. While the socio-economic 
characteristics of the households are 
analysed individually, their cumulative 
impact on the girl children is not traced. 
For example, the bulk of the sample 
householdsareugricultural/sharecropping/ 
agricultural labour households with low 
and unstable incomes. The asset base of 
most of these households is so marginal 
that nearly 50 per cent ol them live in 
kutcha houses without adequate access to 
basic amenities such as adequate living 
space, drinking water, toilet facility and 
electricity. The low income families cannot 
afford modern cooking fuels such as cas. 
kerosene or coal. The larger si/e ot most 
of the hoiLscholds {76 per cent of families 
had up to seven members), gi ven the 1 i mi ted 
incomes and the inadequate housing 
facilities, resnlicd in the marginalisation 
of the girl children. The poor health and 
educational status of the mother aggravated 
the niLScryofllic girl children. Forcxampic. 
with nearly .50 per cent of the moiheis 
being illiterate one cannot expect a very 
high enrolment of girls nor a drastic 
reduction in the drop-out r.itio .Similaily, 
il 75 percent of the mothers are house wi\ec 
(lependeni c>ii the earnings ul ihi.- male 
tneinbets. then what kind ol an attitude 
or outlook would they have towards the 
education and development ot the girl 
children’ The low educational status of 
the mot her 111 lui n i nnucnces her prclet ence 
lor the luimber and gender ol her chi Idren. 
her attitudes towards the small family norm 
and her pencpiions with regard to the 
future ol hei children Thus, the socio¬ 
economic and cultural enviiomneni ol the 
(amily mlluences the development ol the 
girl child in many ways. The study lads 
tohighlight these prixiesses in .an integrated 
way. On the contrary, the study examines 
different aspectsof the family cnviionment 
of the sample households in isolation. 

The core ol the study is presented m 
Chapter V entitled ‘The Girl Child' .Some 
Statistics’, f-oui important dimensions ol 
the status of the girl child, vi/, health, 
education, work status and socialisation 
have been analysed on ihc basis of 
aggregative sample data. Here again, each 
aspect IS analysed in isolation without 
examining the impact of the underlying 
internal lamily and the external environ¬ 
mental 'actors on the status of the girl 
child. .Secondly, the interrelationships 
between dil fereni n.spect,s of the girl child 
are not exammed cither. But the .study 
brings out certain interesting findings For 
example, if the ob.scrvation ih.'it more than 
40 percent ol the respondent girl children 
hacl not received any kindof immunisation 
is correct, then it dispels the popular belief 
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that the left government in West Bengal 
is better in the delivery of basic health 
services. Secondly, the observation that 
the utility of public schools is seriously 
jeopardised by ineffective teaching, 
leakages in the supply of educational 
matenals and poorinfrastructurc is equally 
distressing. 

The other conclusions of the study concur 
with most of the findings of the earlier 
studies in this area. For example, the study 
ob.servcd the following with regard to the 
health aspects ol the children: no case of 
amniocentesis was found in the sample 
mothers; about 43 percent of the mothers 
w'ere not given ATS and 44 per cent did 
not have any chcck-up during pregnancy, 
and inadequate breastfeeding was not a 
problem, but the nutritional delicicncy of 
lactating mothers is the real problem. In 
respect of educational status of the girl 
child too the study has come to important 
conclusions. The major reasons responsible 
for non-enrolmcni ot girl children 
according to the study were: poverty and 
the need to earn income (.33 per cent of 
the noii-cnrolled girls), housework and 
care ol siblings (22 per cent ol the noii- 
eniollcd): traditional girl's lole and the 
consequent lack ol interest in the girl’s 
eilucalion: and vices of parents. Similar 
reasons were identilied as being res¬ 
ponsible for the high drop-oui ratio among 
girl childien These and (he other reasons 
have been identitied as the principal causes 
toi the non-enrolment ol giils as well as 
the high drtip out r.atio among them by 
several studies The siiidv would have 
ilone well lo examine (he public policy 
implicalions ol iliesc conclusions. 

TIv' analysis ol the peucptions of the 
girl ihildren is quite interesting It is 
heartening to no:c ;hat most of the girls 
see education as an ellective instrument 
to come out oi the shackles ol the socio¬ 
economic bondage. What is more striking 
IS that a majority ol them .see education 
as a means (o personal development, 
gaining scll-conlidence. and not merely 
job opportunities f rom the public policy 
perspective, ilii.s iib.seisatioii ol the study 
assiiLiescriicial importance Greatcrpublic 
invohcnienl m girls' education which 
I -.11110 widen (heir hori/on is a policy 
impeiad vcihat How s I rom the study. Apart 
fiom education, atiilio-visual media can 
play a .significant rtilc in changing the 
perceptions, the thinking and the per- 
.sonalii v ol the girl child. With appropriate 
changes in the programme format, clec- 
ironic media can bring about desired 
changes in the attitudes and aspir.itions of 
the girl I hildien. The .skills ol the girls and 
(hen work pattern suggest that there is a 
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vast potential that could be exploited pro¬ 
ductively through appropriate educational 
interventions. Hits is reflected in the case 
studies presented in the study as well. 

Chapter VI presenting the profiles of 
13 girl children forms the major part of 
this book making up for one-third of its 
size. The case studies bring out clearly the 
different forms of discrimination faced by 
the girl child within the family and the 
environment in which she grows. They, 
however, being descriptive in nature do 
not provide an in-depth analysis of the 
situation and its impact. All case studies, 
however, bnng out the established fact of 
“di.scrimination of the girl child”. The 
chapter straightaway starts with the prof ^Ics 
not caring to provide an introduction to 
the purpose and the methodology used in 
the selection of the case studies. Though 
in the preface it has been mentioned that 
the case studies show the extent of 
influence of the mother’s attitudes and 
status on the personality of the girl, this 
has not been clearly brought out. Neither 
docs this chapter indicate the altitudinal 
changes over generations. On the whole, 
though the chaplcrsensitiscs one about the 
situalion/status of the girl chi Id, it does not 
allow one to draw generalisations. 

Chapter VJl presents a brief outline of 
three ‘entry point’ awareness programmes 
undertaken by the study team to build up 
rapport with the village community and 
to carry conviction with them. The first 
one was an informal litcracy-cum- 
.socialisalion programme for the less 
fortunate boys and girls in kushtia village. 
The programme was very successful largely 
because, it was informal, flexible and 
interactive. The immunisation camp and 
the karshak sabha arranged at the less 
developed Phulmalancha village were 
equally successful becau.se they were 
demand-driven and participatory in nature. 
The apparent success i >1 the so-called action 
programmes emphasises the need for the 
fltv ible demand-tiri ven programme which 
could evoke effective participation of the 
bcnetiling community. 

The study is not oblivious to its 
limitations. The last paragraph of the book 
reproduced here frankly admits most of 
these limitations 

The data collected in our survey have not 
been adequately utili.sed as yet. The 
analysis is fully aggregative Even 
variations which may exist between 
ditlerem groups within the sample, such 
as those based on income, occupation, 
religion, ca^'c, and so on, have not been 
worked out. A study of the girl child-to- 
houschold link, with a view to identifying 
the progressive and retrogressive factors 
that < perate on the life of the girl child. 


has not been carried out. Many questions 
remain unaddressed. All these questions 
cannot be analysed on the basis of prc.scnt 
survey, but many can. The data have been 
collected and provide us with matenal for 
future rc.scarch in relevant areas. 

It is precisely these questions that need 
to be answered to identify the progressive 
and retrogressive forces that operate on 
the life of the girl child and to suggest 
.suitable interventional .strategics. One 
would only hope that the authors with the 
wealth of data at their disposal take up 
these questions for I urther study. The study 
is in fact a trend seller in several ways. 
It has been undertaken in the true spirit 


of women’s studies, an eclectic discipline. 
The three authors belong to three different 
specialities - English, Economics and 
Gender Studies. They apparently represent 
three generations - a retired professor, a 
professor and a research student. The book 
is a testimony to the successful colla¬ 
borative research that transcends tradi¬ 
tional disciplines. It has an inter-temporal 
dimension, too. It traces the status of the 
Bengali girl child through the colonial and 
the post-independence period, finally 
bringing out several existential aspects 
of the girl child. I’he book is a significant 
addition to the literature on women’s 
studies. 


Faculty Upgradation Program in Environmental Economics 
October 11-November 5, 1999 

Indira Gandhi Institute of Development Research, Mumbai 

Applications are invited from faculty of universities, post-graduate depart- 
mentr and research institutions for a four week advanced teaching 
program in Environmental Economics between 11th October and 
5th November, 1999 at the Indira Gandhi Institute of Development Research 
This program is funded by the World Bank, Coordinated by the Madras 
School of Economics, Chennai, and implemented by the Ministry of 
Environment and Forests, Govt, of India. 

Eligibility: 

i. M.A in Economics (with a minimum of 55% of marks) and/or teachers 
who are teaching Environmental Economics at Master’s level; 

ii. At least 5 years of teaching and research experience and knowledge of 
quantitative techniques; and 

iii. Upper age limit is preferably 45 yeais (as on 1st October, 1999). 
Cost: 

The entire cost of selected candidates will be met by the Institute. This shall 
include either 1st class or 2nd AC travel by train, or bus fare, boarding and 
lodging and supply of course material. 

Application: 

Applications from the prospective participants in the program with a full 
Curriculum Vitae providing details about educational qualifications, teaching 
and research experience, institutional/University/College affiliations, etc., 
should reach before 3rd September, 1999 to: 

Dr. B. Sudhakara Reddy 
Program Director, 

Indira Gandhi Institute of Development Research 

Gen. A K Vaidya Marg, Goregaon (East) 

Mumbai - 400 065, India. 

Ph: 022-840 0919. 20; Fax: 022-840 2752 
e-mail: ''-reddy@igidr.ac.in 

The application must be accompanied by 

(i) statement of 500 words on a topic in Environmental Economics which 
can be later developed by the candidate as a short discussion paper to be 
presented in a group discussion during the program; and 
(jj) infcmiation about the course(s) taught and important books prescribed 
and consulted during the last five years. 

Dr. B. Sudhakara Reddy and 
Dr. Manoj Panda 
Program Directors 
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SPECIAL ARTICLES 


Indian Macro-Economic Data Base in a Consistency 
Accounting Framework (1950-51 to 1997-98) -1 

Identifying Sectoral and Economywide Budget Constraints 

M J Manohar Rao 
/Vrchana P Samant 
Nina L Asher 


This study presents for the first time in the Indian context a consistent set of annual macro-economic 
data from 1950-51 to I997-9H by integrating the national accounts statistics of the CSO with the balance 
of payments and the monetary data of the RBI as well as with the fiscal data of the government of India. 

Despite certain minor problems of definitions and measurements left unresolved by this exercise, the 
resulting integration helped us to detect the structural changes that have occurred in the real and financial 
sectors of the Indian economy over the entire sample period, in general, and between the pre- and post- 
liberalisation phases, in particular. In such a context, we have identified many important empirical patterns 
and regularities, notably the existence of business cycles, the counter-cyclical nature of inflation, the cyclical 
variations in income distribution, the twin deficits problem, the impact of absorption on reserves, the evolution 
of the debt-income ratio, the relationship between real interest rates and growth, the su.stainability of the 
fiscal stance, amongst others, which could act as theoretical guideposts for the formulation of is.sues in 
the role and conduct of macro-economic stabilisation policy. 

In this first part, we use a consistency accounting matrix which specifies the linkages between sources 
and uses of funds as well as between institutional sector accounts. It is seen that the resulting framework 
ensures the numerical consistency of data drawn from different sources in such a way that both the sectoral 
budget constraints as well as the overall economywide budget constraints are .simultaneously satisfied. 


is consistency the hobgoblin of little 
minds? 

- Ralph Waldo Emerson 

I 

Introduction 

THE consolidated accounts of the nation 
presented by the Central Statistical 
Organisation (CSO) in their National 
Account Statistics (NAS) is a system of 
statistical statements depicting values of 
final products originating in different 
industries and those of income generated 
and outlays expended in the personal 
and private and also public sectors, which 
are consolidated with sources and uses of 
finance or accumulation accounts and 
closed with accounts of external trans¬ 
actions. Based upon this CSO data set, the 
Economic and Political Weekly Research 
Foundation (EPWRF) has since 1996 
brought out annually a comprehensive 
publication which presents the latest 
available statistics on the national accounts 
aggregates. However, their latest study 
National Accounts Statistics of India: 
1950-51 to 1996-97 [EPWRF 1998] 
notes (p 6) that, “Incidentally, because of 


the independent nature of estimates for 
different macro-aggregates based on sepa¬ 
rate methods and separate sources of data, 
the consolidated accounts of the nation 
presented in the NAS contain large mis¬ 
matches, discrepancies or errors and 
omissions.” As it is dificult to pinpoint 
the specific sources of the discrepancies, 
no attempt is made, either by the CSO 
or by the EPW'RF to adjust any of the 
estimates to achieve balance in different 
accounts; and, consequently, these dif¬ 
ferences are retained as discrepancies 
or errors and omissions. Needless to 
say, these mismatches would be all the 
mate magnified if one attempted to 
integrate the NAS data with the other 
three major specialised statistical systems, 
namely, balance of payments accounts, 
money and banking data and government 
finance .statistics. Thus, a major, and long 
pending, need of the hour is to bring 
about harmonisation of all these four 
accounts and thereby promote the inte¬ 
gration of various economic and related 
statistics. 

In such a context, an attempt is made 
in this study to present a comprehensive 
and consistent set of macro-economic data 


for the Indian economy integrating the 
national accounts .statistics of the CSO with 
the balance of payments and monetary 
data of the Reserve Bank of India (RBI) 
as well as with the fiscal data pertaining 
to budget financing operations of the 
Ministry of Finance (MoF), Government 
of India, for the 48-year period from 
1950-.51 to 1997-98 (with efforts being 
made to preserve continuity in the later 
estimates in view of the recent base change 
and methodological revision ai.nounced 
by the CSO). This i.s done by specifying 
an alternative system of presenting the 
data generated in the national and related 
accounts in the form of a consistency 
accounting framework Svhich is a flexible 
way of rearranging the data in a matrix 
form elaborating the linkages between 
sources and uses of funds as well as 
between iastitutional sector accounts. Such 
an accounting framework seeks to ensure 
the numerical consistency of data drawn 
from different sources in a way that the 
.sectoral budget constraints are simulta¬ 
neously satisfied for all the participants of 
the economy implying that the overall 
economy wide budget constraints are also 
observed. 
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This study initially discusses the ele¬ 
ments of such a consistency accounting 
macro-economic f ramework based on five 
principal accounis. i e. national accounts, 
government sector accounts, private sector 
accounts, external sector accounts and 
monetary sector accounts, which are then 
integrated through a matrix of income, 
expenditure, savings, and asset and liabi¬ 
lity accumulation. The matnx describes 
the .sources and u.scs of I unds for these fi ve 
sectors wherein the cqtialiis ul suiiices 
and uses of funds fas distinguished be¬ 
tween current and capital accounts) is 
emphasised. The methodology for esti¬ 
mating the individual elements of such a 
consistency accounting matrix for the 
Indian economy is then discussed and a 
comprehensive and consistent macro- 
economic dataha.se for the years 1950-.51 
to 1997-98 is provided. In line with the 
inter- linkages between these four systems, 
the statistical statements pre.sented in the 
study cover the following broad six time- 
series data sets: consolidated accounts of 
the nation encompassing expenditure on 
gross domestic product (GDP) - as per the 
Keynesian macro-economic identities - 
and the relationship between national 
income and other key macro-economic 
aggregates, .ippropriation of national and 
private sector disposable income, the 
capital llnancc account and the financial 
sources lor gross accumulation, financing 
of government budgetary operations, con¬ 
solidated BOP accounts comprising cur¬ 
rent and capital account transactions, and 
the balance sheet of the consolidated 
banking system. 

While the integrated system accepts 
most the official scries as given, the use 
of .such a consistency framework implies 
that the ‘Hrrors and Omissions’ - which, 
as noted ca»'lier. are invariably used in 
standard practice to balance and reconcile 
the various macro-i.-.onomic identities - 
are precisely apportioned between certain 
aggregates thereby treating them as re¬ 
sidual items. It needs to bo noted that the 
basis of our conceptual framework lies 
almost squarely within the UN-SNA, i e. 
the United Nations System of National 
Accounts (United Nations 1968), except 
lot. ertain deviations which aic primarily 
due to marginal methodological differ¬ 
ences Suffice it to say, despite these and 
certain other minor problems of defini¬ 
tions and measurements left unresolved 
by this exercise, the success achieved 
by us, at times with some compromises 
on the purity ot concepts and theories, 
in integrating the basic time-.series on 
national accounts with related aggregates 
should help to depict the growth of, both 


the real and financial sectors of the Indian 
economy, as also its structural changes, 
over the years. In such a context, the 
identification of certain empirical patterns 
and (ir)regulari(ies could facilitate trans¬ 
lation of certain important theoretical 
constructs on structural adjustment prob¬ 
lems into various policy relevant solutions 
and interrelationships. 

II 

Need for Consistency 

Because consistency is often tedious to 
enforce, it is important to remember for 
what purpose it is required in macro¬ 
economics. Consistency is simply the 
requirement that budget constraints ^ ob¬ 
served for all participants of the economy. 
Budget consirai ni s appear at the economy- 
wide level in the form of four familiar 
macro-economic identities, vi?, the national 
accounis identity, the fiscal identity, the 
balance of payments identity and the 
monetary sector identity. A basic con¬ 
sistency framework requires that all these 
four identities - as well as the private 
sector budget constraint - be simulta¬ 
neously satisfied It one or more of the 
identities is left out of an economic pro¬ 
jection, the implicit values for the com¬ 
ponents of the missing identity may take 
unrealistic values. Hvenifall identities arc 
included, they may be satisfied in an 
inconsistent way. For example, as is often 
the ca.se. one estimate of the change in 
foreign exchange reserves might be used 
in the balance of payments identity while 
a completely different one might be used 
for the monetary sector identity. 

Consider the following hypothetical, 
albeit relevant, example which illu.strates 
the consistency problems that are likely 
to arise if an integrated framework is not 
used. Suppose that the Planning Commi.s- 
sion envi.sages an increase in the real 
growth rale from 5 per cent to 7 per cent 
over a five-year planning horizon, without 
any reliance on foreign capital inflows. To 
support this increase in growth, the invest¬ 
ment rate is projected to increase from 25 
per cent to 35 per cent of GDP, thereby 
a.ssuming that the incremental capital 
output ratio JCOR) remains unchanged 
at 5; and in order to preempt crowding 
out, both public investment and public 
consumption arc expected to stay constant 
at their existing levels of 10 per cent 
and 15 per cent of GDP, respectively. At 
the same time, the Ministry of Finance 
projects that the fiscal deficit of 6 percent 
of GDP is gradually reduced to zero over 
the plan, financed entirely by taxes; while 
the CAD is reduced from 2 per cent to 


1 per cent of GDP. Finally, in such a 
context, the RBI intends to hold (he annual 
inflation rate con.stant at 6 per cent over 
the plan. 

While the above projections arc certainly 
consistent, they are entirely unfeasible 
because they imply unrealistic private 
sector behaviour. The private investment 
rate must increase from 15 per cent to 25 
per cent of GDP. since total investment 
is increasing while public investment is 
remaining constant. To finance the higher 
investment with the lower current account 
deficit, private .savings mu.si increase from 
19 per cent to 24 per cent of GDP, while 
public savings must increa.se from 4 per 
cent to 10 per cent of GDP. However, as 
the higher public savings is financed by 
increasing taxes, this will decrease private 
dispo.sable income from 81 per cent to 75 
per cent of GDP. Thus, private savings as 
a per cent of private disposable income 
will have to increase from an average rate 
of 23.5 per cent to 32 per cent. Given the' 
growth and inflation projections, this 
would imply a staggering marginal pro¬ 
pensity lo save of almost 44 per cent over 
the plan. It is difficult to conceive of any 
reasonable policy measures that would 
elicit .such a powerful response in private 
savings.' 

These values of savings and investment 
also have implausible implications for fi¬ 
nancial aggregates. Supposing that 60 per 
cent of private savings goes into financial 
asset accumulation; and also assuming 
that the income veliKity ot money and the 
interest rate remain constant at their exist¬ 
ing levels of 1.5 and 10 per cent, respec¬ 
tively. Then the resulting increase in 
savings and money growth rates would 
imply that government borrowings would 
have lo be stepped up from 4 to 5.7 per 
cent of GDP. The initial ratio of financial 
assets to GDP which is 100 per cent, being 
the steady .state value consi.stent with the 
initial savings and growth rales, would 
rise to 107 percent, implying that the debt- 
GDP ratio would increa.se from 33 to 40 
per cent. This, in conjunction with the 
given interest rate, would imply that the 
initial primarv deficit of 2.7 per cent of 
GDP would need to be converted into a 
primary surplus of 4 per cent. Since the 
public deficit is being reduced, the impli¬ 
cations for credit allocation would be 
equally strong. Over the plan, the ratio of 
private sector credit lo GDP would more 
than double from 7.4 to 15.4 per cent of 
GDP; while that of the public sector would 
decrease from 2 per cent of GDP to -5.7 
per cent, implying that the latter would 
end up by being a net creditor to the 
banwking system.^ 
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Table 1 Consmeno AccouvnsoMATfiix 
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W«ff t (1 1 G. P and E refei to Governnieni Sector Pniaic Se-.i!}i and External Sector respectively 

(2) The ' 8" preceding any vanable indicates a one period change in that variable, i e, 800 = UC - DC(-11 

























While such an outcome is not mathe¬ 
matically impossible, it is very unlikely 
that the set of policy actions, private sector 
responses and external conditions would 
all be sulTicienlly strong to generate these 
results in any country. What initially 
seemed like a reasonably feasible projec¬ 
tion becomes highly unlikely when it is 
analysed in aconsistency framework. Thus, 
while a consistency framework is not in 
itself a model such as could be used to 
make projections, by providing a generic 
check on any projection done by an ex¬ 
plicit or implicit behavioural mixlcl, it can 
be used as the foundation for the construc¬ 
tion of a model. 

Ill 

Elements of a Consistency 
Accounting Framework 

From the viewpoint of an economy or 
an economic agent, production, income 
and expenditure (or savings) arc linked 
together by three basic relationships: 
between production and income, between 
income and expenditure, and between 
savings and asset acquisition. These three 
notions are linked since budget constraints 
must lie adhered to by all sectors (or agents) 
in the economy. This implies that for any 
.sector, income from production plus net 
transfers is equal to the acquisition of 
physical and financial assets. For the 
economy as a whole, the value of produc¬ 
tion must equal the value of income 
generated. These concepts aie briefly 
explained below. 

For any producirrg unit, the value of 
production must be equal to the value of 
income that the unit generates. A similar 
argument holds for the macro-economy as 
a whole: the value of domestic production 
must be equal to the value of income - 
excluding transfe; - that is domestically 
generated. This income, however, may 
accrue to either resident economic agents 
or to foreign residents. Similarly, domestic 
economic agents may receive factor pay¬ 
ments from abroad. Income accruing to 
nationals or national income therefore 
equals gross domestic product less factor 
payments from abroad. 

For any economic agent, income earned 
(regardless of whether the source is do¬ 
mestic or foreign) plus transfers received 
Tinancc expenditure. Income plus trans¬ 
fers, however, need not be equal to ex¬ 
penditure. Savings, which may be positive 
or negative is the balancing item. The basic 
relation.ship linking income and ex¬ 
penditure is therefore as fo.lows: for any 
economic agent, income plus transfers must 
be eoual to expenditure plus savings. 




Tabu T Meihodolocy for Estimating a Set of Consistent Macro-economic 
Data for the Indian Economy 


.Step 

Cell 

Variable 

Components 

Source(s) 

Comments 

1 

R2C1 

YmP|,= 

OS^ 

CSO, EPWRF:24[llem 2.1] 

See Appendix 1 




+ I>, 

EPWRF:4A [Col 14] 





■FTf 

EPWRF:2 [Col 9], 






QE:9 [Item B.IO] 





-Sb 

EPWRF.2 (Col 10], 






QE:9 [Item A.3] 


2 

R2C3 

1 Td= ‘ 


EPWRF;2 (Col 23] 





+ Td, 

EPWRF.2 [Col 25] 





•fMR 

EPWRF:2 [Col 26], 






OE:9 litem B.ll] 


3 

R2C4 

NTRcg 


HBI:I [Item 117(i)], 






CF.BOP [Item A:ll b(vi)] 


4 

Y„ = Ymp 

. + Td + NTR,.. 

Total of Row 2 

5 

R3C2 

NPgp = 

NTRgp 

EPWRF:2 [Col 19], 






QE.9 [Item A.4] 





+ INT^p 

EPWRF.2 [Col 17], 






QE 9 (Item A.2] 


6 

K4C2 

iNv n 


RBI. to 3 

Sec Appendix li 

7 

R6C2 

s. 


EPWRF4A (Col 13] 


It 

RIC2 

4 = 

- NP*p-'N' 

V-s. 

Derived residually 

9 

R3CI 

Yfc,,= 

(\&+nj 

(NYfe-O.S^) 

Derived residually 




■^'“p 

EPWRF.4A [Cols. 8-F 11] 


10 

R3C4 

NER,p = 


RBI.I [Item 7(11)]. 






CF.BOP [Item A II b(vii)] 





+ nfp„ 

RBI 10 5 

See Appendix 111 

II 


L.= Yfc 

+ NP^ + NER^.^ 


Total of Row 3 

a 

R4C3 

INVpe ^ 


RBI 10 3 

.See Appendix It 

13 

R7C3 


^ph 

EPWRF.4A [Col 7] 






EPWRF4A [Col 10] 


14 

1 «1C3 

C r 

Y -T,-1NV„ 

Derived residually 

IS 

R4CI 

Z 


RBI 1, CF BOP 

Sec footnote (i) 

16 


CEA = Z-HNV, +1NV^ 


Total of Row 4 

17 

R1C4 

X 


RBI.I and CF BOP 

Sec footnote (0 

18 

R8C4 

CAD = 

CEA-X-NTR„ NER,^,, 

See footnote (ii) 

19 

R8C9 

AR* = 

AR 

RBI.I [Itemlll, 






CF BOP [Item E(ii)] 





+ (IMF+SDR) 

RBI 18 [Item 9 and ll|. 






CF BOP (Item F.(i)J 


20 

R6C8 



RBI: 18 [Item 7], 






CF.BOP [Item 2 (a)] 


21 

R7r8 

AF„ = 

CAD -F AR* - AF„ 

Derived residually 

22 

R6C9 

ADC. 


lEJ, CF:MS 


23 

R7C9 

ADC„ 


lEI. CF;MS 


24 

R9C7 

AM = 

AIX:„ + ADC„ -f AR* 

See footnote (lii) 

25 

R6C7 

AB = 

! PG:3 5. CF.Borr 

See Appendix IV 

26 

RIC6 


S -F AF„ + ADC 

, + AB 

See footnote (iv) 

27 

R1C7 

'p = 

Sp + AFp-FADC 

p-AB- AM 

Derived residually 


Notes', (i) Data on imports (exports) of goods and services were computed by adding up debits 
(CFi-dits) on tlie merchandise and invisibles accounts excluding, in the process, investment 
inLUinc. external transfers and payments (receipts) for professional and technical 
services (Sec Appendix III fordetails on estimation of payments (receipts) fcrprofessional 
and technical services). 

(li) It was seen that the values of CAO thus computed matched exactly with those reported 
oy the RBI 

(ill) II needs to be noted that these estimates of AM differ from those repotted by the RBI m 
two very important respects: (a) They absorb changes in total liabilities (i e, government 
currency liabilities and net non-monetary liabilities) and therefore indicate the total 
change in broad money sppply inclusive of other liabilities; and (b) They reflect the 
change in foreign exchange reserves as derived from the BOP constraint, i e, AR*. and 
nut the change in net foreign exchange assets (NPEA), which also include valuation 
changes, as is done in the balance sheet of the banking system. These two methodological 
changes are vital as it is the only way to preserve the link between the external and 
monetary sectors without which it is not possible to ensure oventll macro-economic 
accounting consistency. However, it is seen that, despite these revisions, there is not 
much difference between our estimates of AM and the corresponding RBI estimates, 
although they do differ considerably in level terms. 

(iv) This method was used to compute I only upto 1989-90. The methodology used to 
compute I,, for the subsequent periodTias been discussed in Appendix IV. 
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A third basic relationship links savings 
and asset acquisition: for any economic 
agent, savings plus borrowings must equal 
asset acquisition. These assets may either 
be physical assets (excluding consumer 
durables) or financial assets. There is no 
presumption about savings or borrowings 
being positive or negative. Specifically, 
either or both can be negative, and the 
relationship will still hold. 

The ensuing framework is based on five 
accounts corresponding roughly to the 
macm-cconomic identities mention^ above. 
These five accounts are: (1) national. 
(2) government sector, (3) non-financial 
private sector, (4) balance of payments, 
and (5) monetary system. These would be 


the minimum elements of a consistency 
framework. 

The government is defined as the general 
government, thereby comprising all levels 
of government (central, state, district and 
local) as well as public corporations funded 
through the government budget. The non¬ 
government (private) sector includes the 
household sector as well as the private 
corporate sector. The monetary system 
includes, both the central bank and all 
other scheduled commercial banks, as well 
as private savings banks and other public 
savings institutions. The external sector 
includes all transactions of non-residents 
with residents and the consoltdated ac¬ 
counts of this sector thus become an 


abbreviated balance of payments (BOP) 
account. 

Given such a .sectoral cla.ssification, the 
accounts can be presented in two ways. 
One can either present them as individual 
accounts or integrate them through a matrix 
of income, expenditure, saving, and asset 
and liability accumulation. Although the 
individual accounts give a comprehensive 
prc.sentation of the Hows in a consistent 
framework, it is helptui lo integrate the 
accounts so that they arc mutually con¬ 
sistent. For this, a u.scful device is a matrix 
of sources and' uses for the four .sectors 
plus the national accounts. The matrix can 
be seen as a combination of a flow-of- 
funds (FOF) matrix and a social account- 


Table 3: CONSISTENT MACRO-KCONOMir .Statistics hjr the Indian Economy ( I9.S0-.SI to 1996-97) 


Year 

os^ 

(1) 

(2) 

(3) 

(1+2) 

Ti 

(4) 

Sb 

(5) 

(Ti-Sb) 

(6) 

(4-5) 

Ym^ 

(7) 

(3+6) 

Tdc 

(8) 

Tdh 

(9) 

MR Td NTR^g Y^ NTR^p 

(10) (11) (12) (13) (14) 

(8+9+10) (7+11 + 12) 

INT NP 

HP iP 

(15) (16) 

(14+15) 

1950-51 

100 

112 

212 

428 

41 

387 

.599 

39 

192 

48 

279 

2 

880 

59 

37 

96 

1951-.S2 

105 

120 

225 

.5.31 

45 

486 

711 

41 

202 

43 

286 

5 

1(M)2 

59 

.37 

96 

1952-53 

106 

127 

233 

461 

.36 

425 

658 

44 

204 

38 

286 

1 1 

955 

71 

.37 

108 

1953-54 

114 

133 

247 

473 

15 

458 

705 

41 

199 

42 

282 

19 

1006 

76 

40 

116 

19.54-55 

109 

142 

251 

.523 

13 

510 

761 

37 

200 

43 

280 

22 

1063 

91 

39 

1.30 

1955-56 

119 

158 

277 

.558 

17 

541 

818 

37 

218 

64 

319 

52 

1189 

126 

46 

172 

1956-57 

143 

181 

324 

646 

29 

617 

941 

51 

242 

65 

358 

37 

1336 

142 

46 

188 

1957.58 

1.52 

206 

358 

789 

50 

739 

1097 

56 

267 

49 

.372 

33 

1502 

150 

58 

208 

1958-59 

169 

231 

400 

817 

49 

768 

1168 

54 

282 

59 

395 

36 

1.599 

160 

69 

229 

19.59-60 

175 

261 

436 

914 

55 

859 

1295 

107 

264 

61 

4.32 

38 

1765 

189 

100 

289 

1960-61 

167 

298 

465 

1040 

93 

947 

1412 

111 

309 

61 

481 

45 

1938 

166 

59 

225 

1961-62 

200 

341 

541 

1190 

110 

1080 

1621 

1.57 

310 

71 

538 

46 

2205 

191 

72 

263 

1962-63 

242 

394 

636 

1408 

144 

1264 

1900 

221 

3.53 

84 

658 

77 

2635 

192 

lOT) 

298 

1963-64 

306 

457 

763 

1714 

148 

1566 

2329 

274 

433 

94 

801 

8.3 

3213 

201 

116 

.317 

1964-65 

302 

539 

841 

19.31 

147 

1784 

2625 

313 

4.50 

109 

872 

142 

36.39 

226 

125 

351 

1965-66 

358 

630 

988 

2273 

191 

2082 

3070 

305 

470 

83 

858 

92 

4020 

266 

175 

441 

1966-67 

380 

729 

1109 

2594 

412 

2182 

3291 

.331 

50 i 

83 

915 

108 

4314 

311 

23.3 

544 

1967-68 

398 

817 

1215 

2778 

355 

2423 

3638 

.311 

.548 

91 

950 

70 

4658 

357 

24.3 

600 

1968 69 

.501 

896 

1397 

3013 

282 

2731 

4128 

.300 

610 

111 

1021 

107 

5256 

431 

210 

641 

1969-70 

.572 

989 

1.561 

.33.53 

294 

3059 

4620 

353 

690 

129 

1172 

68 

5860 

492 

252 

744 

1970-71 

633 

1120 

1753 

.3864 

409 

3455 

5208 

.370 

721 

162 

12.53 

122 

6583 

578 

216 

794 

1971-7? 

718 

12.56 

1974 

4515 

506 

4009 

.’:983 

472 

803 

271 

1.546 

116 

7645 

728 

269 

997 

1972-73 

761 

1426 

2187 

5175 

643 

4533. 

6719 

.555 

912 

146 

1613 

8 

8340 

945 

347 

1292 

1973-74 

793 

1689 

2482 

5876 

823 

5053 

7535 

583 

1070 

150 

1803 

17.50 

1 1088 

909 

477 

1386 

1974-75 

1135 

2113 

3248 

7515 

1.319 

6196 

9444 

709 

12.59 

196 

2164 

138 

11746 

1150 

.340 

1490 

1975-76 

1.575 

2465 

3990 

8834 

1274 

7560 

11.5.50 

862 

1781 

197 

2840 

478 

14868 

1350 

491 

1841 

1976-77 

2307 

2727 

5034 

9926 

1.568 

8.358 

13.392 

984 

1792 

246 

3022 

.38.3 

16797 

1547 

601 

2148 

1977-78 

24.56 

3054 

.5510 

10689 

1973 

8716 

14226 

1221 

16.57 

239 

.3117 

.382 

17725 

1762 

697 

2459 

1978-79 

2689 

3446 

6135 

12735 

2425 

10310 

16445 

1251 

1806 

282 

33.39 

5.32 

20316 

2(305 

9.34 

29.39 

1979-80 

3067 

4173 

7240 

14709 

2795 

11914 

191.54 

1392 

1995 

282 

3669 

495 

23318 

2.392 

1008 

3400 

1980-81 

.32.56 

4895 

8151 

16746 

3160 

13586 

21737 

1378 

2197 

303 

3878 

592 

26207 

2835 

1524 

4.3.59 

1981-82 

4611 

5858 

10469 

20089 

3.545 

16544 

2701.3 

1970 

2491 

389 

4850 

448 

.32311 

3370 

1911 

5281 

1982-83 

6428 

6980 

13408 

22985 

4248 

18737 

32145 

2185 

2650 

479 

5314 

.380 

37839 

4008 

271.3 

6721 

1983-84 

7249 

8056 

15305 

26471 

5605 

20866 

36171 

2493 

2862 

506 

5861 

.392 

42474 

4640 

3739 

8379 

1984-85 

8288 

9408 

17696 

.30640 

78.30 

22810 

40506 

25.56 

3250 

900 

670.) 

574 

47786 

573.3 

5008 

10741 

1985-86 

10257 

11388 

21645 

.36987 

8543 

28444 

50089 

2865 

.3709 

1267 

7841 

427 

58357 

6994 

6115 

13109 

1986-87 

135.55 

13098 

26653 

42714 

9795 

.32919 

59572 

3160 

4168 

1183 

851! 

525 

68608 

8697 

7592 

16289 

1987-88 

14.306 

14928 

29234 

49847 

11497 

38350 

67584 

3433 

4568 

1202 

9203 

532 

77.319 

9973 

9678 

19651 

1988-89 

17963 

17553 

3.5516 

57430 

143.54 

43076 

78.592 

4407 

5989 

1642 

12038 

724 

913.54 

12077 

11817 

23894 

1989-90 

20495 

20864 

41.3.59 

66749 

18590 

48159 

89518 

4729 

71.59 

1971 

138.59 

897 

104274 

14048 

15667 

29715 

1990-91 

24942 

237.50 

48692 

76329 

18609 

57720 

106412 

5.3.35 

7593 

2097 

15025 

827 

122264 

15641 

202.3.3 

35874 

1991-92 

34100 

28773 

62873 

86661 

226.30 

64031 

P.6904 

7853 

9618 

2131 

19602 

1140 

147646 

17317 

26258 

43575 

1992-93 

381.32 

33071 

71203 

95596 

20450 

75140 

146349 

8898 

11717 

3318 

2393 3 

105.3 

171335 

19978 

30.387 

50365 

1993-94 

53062 

36454 

89516 

101126 

2.3251 

77875 

167.391 

10060 

12925 

4.362 

27347 

1155 

19589.3 

22641 

35783 

58424 

1994-95 

6.3317 

41949 

105266 

121067 

26633 

94434 

199700 

1.3822 

16384 

8206 

.38412 

1.309 

239421 

31614 

44902 

76516 

1995-96 

65013 

47924 

112937 

142400 

27675 

114725 

227662 

16476 

20918 

7179 

4457.3 

1 17.3 

27.3408 

35620 

49.354 

84974 

1996-97 

82340 

53477 

1.35817 

162666 

38076 

124.590 

260407 

18812 

24071 

5409 

48’92 

14.57 

310156 

.37241 

58249 

95490 
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ing matrix (SAM). The FOF methodology 
emphasises the equality of sources and 
uses of funds, distinguished between the 
current andcapital accounts; while the SAM 
approach presents the standard macro- 
economic identities (savings-investment 
and income-expenditure) in a form that 
shows the participation of each economic 
sector in the economy. The SAM was 
traditionally used for analysis of the real 
economy, as in computable general equi¬ 
librium models, and thus covered only 
real variables. However, it was extended 
by Easterly (1989) to include real and 
financial interactions as well. 

The consi.stency matrix has the advan¬ 
tage that it captures the essence of both 


the SAM and FOF approaches. The matrix, 
which is presented in Table 1, has the 
appealing feature that the row sums must 
be equal to the .sum of the corresponding 
columns. This allows us to verify that the 
accounts are consistent. Like the SAM, it 
also presents the main macro-economic 
identities in a traasparent way. Thus the 
first row is the conventioiml GDP identity 
from the expenditure side, while the first 
column is the GDP identity from the 
income side. The lOth row and lOth col¬ 
umn provides the savings-investment 
identity. Ai in the FOF approach, the 
matrix stresses the identity of sources and 
uses, distinguished between the current 
and capital accounts. 


The upper left-hand 5x5 comer of the 
matrix presents the current account trans¬ 
actions of each of the five sectors. The 
remainderof the matrix records the capital 
account transactions for each sector. The 
connecting link between the two is the 
saving of each sector, shown as a SxS 
matrix in the lower left-hand side of the 
overall majrix. Thus, the first part of the 
matrix records the identity of current 
sources and uses, where the latter includes 
savings. The second part of the matrix, i e, 
the lower half and the right half and their 
intersection, shows the financing identity 
of each sector, with their borrowing shown 
across the row and their asset accumula¬ 
tion down the coluitm. This is the identity 


TABLi-:.t (Continued) 


Year 

INV^. 

(17) 

(18) 

(W+IT) 

(19) (20) 

(13-16-17-18) 

(21) 

YfCp 

(22) 

(iO-t-21) 

NTR,p 

(23) 

NFPm 

<l> 

(24) 

NER^ 

(25) 

(23+24) 

INV„ 

P 1* P" 

(26) (27) (28) 

(22+16t25) 

V 

(29) 

Sp c, Z 

(30^ (31) (32) 
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1994-95 

-Ul’f, 

17191 

141.378 

709.363 

53.390 

762753 

2.5417 

-1021 

24396 

863665 

6736 

195403 

3419.3 229596 

588921 

128825 

199.5-96 

3607 

25195 

159632 

82%87 
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of capital sources and uses, with savings 
again as the balancing item. 

Since the row sums must equal column 
sums in this matrix, this implies that 
investment plus financial asset accumu¬ 
lation must equal savings plus Tinancial 
liability accumulation. This is another 
form of the familiar ittentity which states 
that saving minus investment equals net 
financial asset accumulation for each 
sector. 

Current Account Transactions 

In Table 1, the first row and the first 
column (the national accounts) depict the 
production account of the economy. As 
presented, the national accounts group the 


activities of all producing units together. 
Thus, they include the production of all 
incorporated enterprises (including finan¬ 
cial institutions), unincorporated enter¬ 
prises, producers of government services, 
and production by households, regardless 
of the type of good or service produced. 
Across row 1, the table describes how 
goods and services that are produced domes¬ 
tically (Ymp) or imported (Z) in the current 
production period are disposed of bet¬ 
ween government omsumption (C^), pri¬ 
vate consumption (C ), exports (X). 
and gross investment of the government 
and private sectors (1^ and Ip, respectively), 
the last two rcpre.scnting the acquisition 
of physical assets as distinct from the 

Taiii.p J. (Continued) 


acquisition of financial instruments. Here 
Ymp represents gross domestic product 
(GDP) at current market prices. Column 1 
breaks down this value of current domes¬ 
tic production at market prices by iden¬ 
tifying the types of incomes that are 
generated through the sale (plus own 
consumption) of domestic production. 
These incomes are in the form of the net 
operating .surplus of the public sector (OS ), 
depreciation of capital engaged in pubfic 
sector’s production (D^) and net indirect 
taxes, i c. indirect taxes (Ti) less subsidies 
(Sb) - the sum of the first two items yields 
YfCg, which is the share of the government 
sector in GDP at factor cost, v.'hilc the sum 
of all the three items yields Ympg which 
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DOCTORS FOR RURAL HEALTH PROJECT 


Are there no doctors in our country willing to accept a challenging, rewarding and meaningful 
opportunity to create for themselves a lifestyle in a beautiful, rural, Himalayan environment? 
Is their only attraction the lucre that cities like Delhi have to offer, notwithstanding the often 
demeaning struggle to survive and rear a family in filthy, congested and polluted surroundings? 

Surely, there arc some doctors seeking to improve the quality of their life — both professionally 
and personally. CHIRAC, an NGO working in Nainital District. U.P. would welcome two such 
doctors. Genuine interest, motivation and commitment to work in a rural area is a must, preferably 
with a love for the mountains. Ideally, CHIRAC would like a doctor couple — the husband 
a pediatrician or physician and wife doing O & G. 

Currently, CHIRAC’S health project covers about 40 villages and focuses on women and children. 
There is a clinical facility with three beds and several trained nurses, health workers and midwives. 
Plans arc afoot to build a cottage hospital of around ten beds. The doctors vill be responsible 
for planning, budding, commissioning and running the hospital as well as the extension activities 
in the villages. 

Write to 

Chairman, CHIIC\G. Sida Village, P.O. Mukteshwar - 2631.38 Nainital District, U.P. 


CENTRE FOR EDUCATIONAL STUDIES, 

INDIAN INSTITUTE OF EDUCATION, 

128/2, J.P. Naik Path, Kothrud, 

PUNE 411 029. 

1. Applications are invited along with detailed bio-data, for the posts of Professors, Readers and Lecturers 
to conduct interdisciplinary M.Phil. and Ph.D. programmes in Education. Persons with suitable qualifications 
in Educational Sociology, Educational Psychology, Social Psychology, Political Science, Communication and 
Information Technology, Management/Public Administration or a suitable Science degree may apply. Ap¬ 
plications should be addressed to the In-Charge Director, Centre for Educational Studies, so as to reach 
on or before 6th September, 1999. 

2. No. of Posts: Professors: 2; Readers: 2; Lecturers: 2. 

3. Qualifications: 

As prescribed by University recognition rules for post-graduate Teachers. Essential: Proficiency in conducting 
and guiding research publications and experience will receive weightage. 

4. Pay Scales: As per Rules. 

5. Probation Period: 2 years. 

6. a) One post of Reader and one post of Lecturer will be located at the G.D. Parikh Centre, CES, at Vidya 

Nagari, Kalina, Bombay. 

b) Residential accommodation available at Pune campus of'CES. 

NOTE; (a) The posts may also be filled by deputation. 

(b) Applications must be sent through proper channel along with a ‘No Objection Certificate’ from the 
employer. 
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FkiUlie 1.1; PUBUC Sector lNVESTMEi>n- 



Ycan 

.Min -Max —'Est 

Fiqure 1.2: Private Sector Invetiment 



Min>-> 

is the share of the government sector in 
GDP at market prices - as well as wages, 
salaries and incomes of the self-employed 
and own account producers (W), net proflts 
of the private sector (11) and depreciation 
of capital engaged in private sector’s pro¬ 
duction (Dp) - the sum of these three items 
yields Yfc which is the share of the private 
sector in GDP at factor cost. 

Row 2 and column 2 of Table 1 depict 
the current transactions of the govern¬ 
ment. Across row 2, the sources of govern¬ 
ment income (Y^) are identified. These 
include, as referred to earlier, the share of 
the government sector in GDP at current 
market prices, i e. Ymp^, besides direct 
taxes (Td) - comprising corporate taxes 
(Td^),. direct taxes as paid by households 
(Td|,) and miscellaneous receipts of 
government administrative departments 
(MR) - and net official transfers from the 
external to the government sector (NTR^p. 
Column 2 details all items of current 
government expenditures (CEXP^); 
government consumption of currently pro¬ 
duced goods and services (Cg) which is 
the cost of providing government services, 
net payments from the government to the 
private sector (NPgp) which includes net 


Years 

Max— Esi.- 

transfers to domestic households from the 
government (NTR ) and interest paid to 
households on the domestic debt (INTg ), 
and net investment income accruing to the 
external sector from the government 
(INVgg) - of which the interest paid by 
the government .sector on its external debt 
(INTgj) forms amajor component. Govern¬ 
ment savings (Sg) is thus the difference 
between government income (Yg) and 
expenditure (CEXPg). 

Row i and column 3 describe the ac¬ 
counts of the non-govemment (private) 
sector. Across row 3, the sources of private 
sector income (Yp) are identified. They 
include, as referred to earlier, the share cf 
the private sector in GDP at factor cost, 
i e, YfCp, besides net payments received 
by the private sector from the government 
(NPg ), and net external receipts of the 
private sector (NER^p) comprising net 
transfer payments from the external to the 
private sector (NTR ) and net factor 
payments from abroad (NFP^p). Column 
3 describes how private sector income is 
disposed of: private consumption (Cp), 
payment of direct taxes (Td), and net 
investment income accruing to the exter¬ 
nal sector from the private sector (INVp^) 


- of which resource timsfers (including in¬ 
terest payments) incurred on account of 
private sector external borrowings/liabili- 
ties (INTp^) form a major component. 
Private savings (S ) is the balancing 
item and is the difference between toul 
private sector income (Yp) and total 
current expenditures of the private sector 
(CEXPp). 

Row 4 and column 4 depict the current 
account balance of the BOP. Across row 4 
the sources of income accruing to foreign 
residents are provided. These include net 
investment incomes accruing to the exter¬ 
nal sector from the government (INVg^) 
and the private sector (INVp^) as well as 
the value of imports of goods and services 
(Z). Payments of principal on the external 
debt are recorded in the capital finance 
accounts, i e, “below the line” (sec rows 
and columns 6 through 9), and are thus 
not included in the current account. Col¬ 
umn 4 lists the sources of income accruing 
from foreign residents. These are in the 
form of exports of goods and services (X), 
net current (as opposed to capital) trans¬ 
fers to the government sector (NTR^. ) and 
private sector (NTR|.p) as well as net factor 
payments to the private sector t,NFPj.p). 
The savings of foreign residents in their 
dealings with the economy - identical to 
the current account deficit of the domestic 
economy (CAD) - is the balancing item 
between current external receipts and 
payments. 

As a pure intermediary, the monetary 
system has no independent (own account) 
current revenues and expenditures. The 
revenues of financial institution.s (.service 
charges, interest on loans, and earnings on 
investments made with deposits or premi¬ 
ums) less their costs (mtcre.st on deposits 
or claims paid) constitute the value added 
of these institutions within the monetary 
system as producing units. As this value 
added is included in the production ac¬ 
count of the domestic economy a; income 
to households or to »he government, row 
5 and column 5 arc therefore empty. 

Capital Account Transa<tions 

While rows and columns I through 5 
describe the current accounts of the 
economy, rows and columns 6 through 9 
describe the corresponding capital account 
transactions, i c, the financing of asset 
acquisition by the government sector, the 
private sector and the external sector 
through the intermediation of the mon¬ 
etary system. 

In row 6, gross savings of the govern¬ 
ment sector (Sg), along with government 
borrowings from the monetary system 
(ADC ), net direct government borrowing 
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irom the private sector (AB), and net foreign 
borrowing by the government (AF ) are 
used to finance asset accumulation by the 
government (1^ in column 6). Asset acqui¬ 
sition is usually ot three forms: gross fixed 
investment (including physical assets, 
inventories and working capital, as well 
as intangible non-financial assets); finan¬ 
cial assets in the form of loans to the 
private sector; and the acquisition of 
foreign assets. Howcver,lhe lustlwoitems 
have been netted out from government 
borrowings from the private sector and 
foreign borrowings of the government, 
respectively, and therefore these items do 
not appear explicitly as separate entities 
in the matrix. 

Row 7 and column 7 deal with the 
pnvate sector. In row 7, gross private 
sector savings tSp), borrowings by the 
private sector from the domestic monetary 
system (A13Cp), and net new private sector 
borrowings from foreign residents (AFp) 
are used to finance asset acquisition by the 
private sector These include the items 
detailed in column 7 which can be split 
up into physical asset acquistion, i e, gross 
pnvate sector investment (Ip), and finan¬ 
cial as.set acquisition, i e, net lending to 
the government (AB) and fresh holdings 
of new issues of money and near money 
held by the monetary .system (DM). 

Row 8 and column 8 deal with the ex¬ 
ternal sec tor Row 8 implies that the savings 


of foreign residents or the current account 
deficit (CAD) plus the proceeds from the 
acquisition of international reserves (in¬ 
clusive of IMF purchases and SDR allo¬ 
cations) by the monetary system (AR*) are 
used to finance the items li^ed in column 8: 
net foreign borrowings of the government 
(AFg) as well as the private sector (AF ). 

Row 9 and column 9 deal with the 
monetary system. Row 9 indicates that as 
an intermediary it acquires liabilities prin¬ 
cipally in the form of new domestic cur¬ 
rency issues, demand deposits and time 
deposits, as well as other liabilities includ¬ 
ing treasury bills, and so on (AM). Column 
9 implies that it, in turn, acquires assets 
in the form of loans to the government and 
the private sectors (ADC and ADC., 
respectively), as well as netforcign assets 
or international re.serves (AR*). 

Finally, row I (land column 10 deal with 
the overall savings-investment balance at 
the macro-economic level. Row 10 shows 
that total domestic savings, i e, the sum 
of government savings (Sg) and pnvate 
savings (Sp), plus foreign savings, i e, the 
current accotint deficit (CAD), must fi¬ 
nance total investment (I in column 10), 
i e, the sum of government investment (Ig) 
and private investment (Ip). 

Thus, reading across rows in Table 1 
provides the sources of finance for each 
sector while rcatling down columns indi¬ 
cates the uses of finance. Ex post, each 


sector’s deficit must be financed and, as 
such, the sum of the rows is always equal 
to the .sum of the columns. Ex ante, these 
balances become constraints for model¬ 
ling the sectoral behaviour, be it financial 
or non-financial, of the government, pri¬ 
vate, external and monetary sectors. Each 
of the first three sectors involves income 
as well as financial transactions, whereas 
the income transactions of the monetary 
system arc considered to be negligible. An 
increase in the deficit or a reduction in the 
non-financial net savings of a sector will 
result in either an increase in its financial 
liabilities or a decrease in its holdings of 
financial assets or both. Furthermore, given 
its non-financial savings or deficit, a sector 
can acquire more of one financial asset 
only at the expense of accumulations to 
its holdings of one or more alternative 
financial as.sets or in exchange for in¬ 
creases in one or more financial liabilities. 
At the end of each period, usually a year, 
each sectoral account hai: to be balanced. 

The fundamental difference between the 
flow-of-funds and the market equilibrium 
approaches while formulating a model is 
that sectoral balances arc treated as con¬ 
straints in the former while the latter treats 
market equilibria as constraints. In the 
case where market forces and instanta¬ 
neous adjustment.^ co-exist, these two types 
of constrains are equivalent since when 
all .sectoral accounts arc balanced, all 


T xBie 4: roNsi.sTFNCY Acf'oi'rYnNr. Matrix for tw. Indian E<i)NOMV (1997-98) 


Sources (Across) 
and IKcs (Down) 

Current Account of ^ 

Capital Account of 


(Cl) 

National 

Accounts 


(C3) 

Private 

Sector 

(C4) 

External 

.Sector 

(C5) 

Monetary 

■Sector 

(C6) 

Government 

Sector 

(C7) 

Private 

Sector 

(C8) 

External 

Sector 

(C9) (CIO) 

Monelary Total 

Sector Investment 

Total 

N,ui(,nal 

Accounts tKI) 


22.S49I 

‘■P = 

866975 

X = 
163711 


'it = 

128467 

'p = 

246873 



1 = 

375340 

1631517 

Governnii n 
sector (k2) 

Yinp^ = 
;838IK 


Td = 
69931 

NTRer 

1.305 







355054 

Private scclor i.R)) 

Ylc,= 

’ '78693 

111292 

■11 

NER„ = 

cp 

42639 







1282624 

External 

sector (R4') 

Z = 
219(M)6 

INV„ = 
2^58 

INVp.- 

10846 








232210 

Moneiary 
sector (RV) 












horrowiftK of- 


1 

Gcvirninenl 
sector (RO) 


Sr 

15913 





6B = 
67201 

= 

3353 

6DC = 
42000 


128467 

,Pnv.ite sector (R7) 



334872 





8Fp = 
37856 

*800; = 

55882 


428610 

1 icetor ik8) 




CAD = 
24555 







41209 

[Monetary 

' v.‘Llt>r 







5M = 

114536 




1I4S36 

Toi.d .jviivs 
(M.ri of 1.'. ■. -v 

4 row. 

Total 

L. 

_ 

' 

15913 

355054 

334^/2 

1282624 



128467 

428610 

41209 

114536 

375340 

375340 


Note: See Appi-t-oi \ V i n the nuiihodolnpv iisc'l for e.sliinatine some of the cnmnonenLs of the above matrix. 
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markets must be cleared. However, any 
market imperfections and lag adjustments 
would create a situation where sectoral 
balances are not equivalent to market 
equilibria. For instance, when credit ra¬ 
tioning is in force, the money market caruiot 
be in equilibrium by deHnition. 71ie re¬ 
sulting disequilibria in the money market 
must co-exist with the disequilibrium in 
at least one other market in the economy. 
In such cases, sectoral balances yield more 
reliable constraints. 

IV 

Macro-economic Identities and 
Sectoral Budget Constraints 

In effect, therefore. Table 1 summarises 
the current and capital account transac¬ 
tions of the four principal transactors in 
an economy, and can be used to formally 
demonstrate that the national income 
accounting identities are no more than a 
series of sectoral budget constraints. 

The National Income Accounting 
Identity 

GDP at market prices or the value of 
goc^ and services that are produced by 
the domestic economy can be derived from 
the basic macro-economic relationship 
which states that the value of domestic 
production must be equal to the value of 
incomes that are domestically generated. 
From Table 1. two different approaches 
can be adopted for estimating GDP: the 
expenditure approach or the value-added 
approach. From row 1 and colunui 1, we 
have: 

C + C- + X + I- + L = OS- + D_ 

+ n'i-Sb) + W + n + Dp + Z ..(1) 

GDP at market prices (Ymp) is given 
by the sum of private consumption (Cp), 
public consumption (Cp, gross private 
investment (Ipt, gross public investment 
(K) and net exports of goods and services 
(a - Z). Therefore, we have: 

Ymp = C + I + (X - Z) ...(2) 

where C (=Cp+ C^) is total consumption; 
and I ( = Ip + Ij) is total investment. 

GDP at factor cost (Yfc) is given by the 
sum of factor incomes accruing to the 
private and government sectors, i e, wages 
plus profits (W + ri) and net operating 
surplus of the public sector (OS^). as well 
as depreciation of capital engaged in each 
sector’s produedon: 

Yfc = OS, + Dj + W + n + Dp ...(3) 

Substituting eqs (2) and (3) into equa¬ 
tion (1) yields; 

Ymp ^ Yfc + (Ti - Sb) ...(4) 


which implies that GDP at market prices 
is equal to GDP at factor cost plus net 
indirect taxes, i e, indirect taxes (Ti) less 
subsidies (Sb). 

Equation (2) can be rewritten as follows: 
Ymp + (Z-X) =C + I*A ...(5) 
which indicates that the total availability 
of goods and services in the domestic 
economy, as given by the sum of output 
(Ymp) plus the excess of imports (Z) over 
exports (X) should equal domestic ab¬ 
sorption (A) which is equal to consump¬ 
tion (C) plus inve.stment (I). Equation (S) 
can also be rewritten as follows to reveal 
one of the many guises of a trade deficit: 

Z - X = A - Ymp ...(6) 

implying that a trade deficit reveals itself 
in the form of an excess of domestic 
absorption over domestic production. 
Equation (6) is of particular interest be¬ 
cause it also reveaJs that if we assume 
GDP and exports to be fixed in any ac¬ 
counting period, then an increase (reduc¬ 
tion) in ab.sorption comes through as an 
increase (reduction) in imports. 

Government Budget Constraint 

The basic relationship that must exist 
between the income and expenditure of 
any economic agent leads to the derivation 


of the government budget constraint. 
Equating the sum of the entries in row 2 
with the sum of entries in column 2 
yields: 

OS, + Dg + (Ti - Sb) + Td + NTR^, 

= lC„ + NTR,p + INT,p + lNV,^, 

+ S ...(7) 

which can be rewritten as: 

Y, = CEXPg + S, ...(8) 

implying that the current revenue of the 
govemment(Y =OS +D +(Ti-Sb)+ Td 
+ NTR„ ] is equal to current government 
expendiFure(CEXP,=Cg+NTRgp+lNT 
+ INVgj) plus government savings (S^ 
Equating the sum of entries in row 6 and 
column 6 indicates: 

S, + ADCg+AB + AF, = I, ...(9) 

which basically expresses the savings, 
borrowings and asset acquisition relation¬ 
ship (or the .savings constraint) for the 
government sector: government savings 
plus net borrowings is identical to the 
(physical) assets acquired by the govern¬ 
ment during the accounting period. It 
needs to be noted that the government’s 
acquisition of foreign assets as well as 
domestic /Inancial assets (such as loans 
to the private .sector) are netted out from 


Tabis 5. The Different Sources of DiscREPAsaES in the GDP and Expenditure Account 

{Rs crore) 


Year 

Discrepancies 

(CSO) 

(1) = 



Apportioned between 



(2) 

Cp 

+ (3) 

-t- (4) 

+ (5) + 

X 

(6) 

Z 

- (7) 

1960-61 

-444 

' 199 

-555 

-362 

234 

3 

-37 


(-2 7) 

(18.6) 

(-4.1) 

(-31 7) 

(16 2) 

(0 4) 

(-3 0) 

1965-66 

-463 

394 

-734 

-253 

128 

1 

-1 


(-1.8) 

(17.2) 

(-3 6) 

(-114) 

(5 8) 

(0 1) 

(-0.1) 

1970-71 

-554 

546 

-595 

-281 

13'' 

-144 

210 


(-1.3) 

(14.3) 

(-1 8) 

(-10 0) 

(2.8) 

(-8 1) 

(11.6) 

1975-76 

-1996 

2187 

-2871 

-1663 

36 ( 

121 

133 


(-2.5) 

(29.6) 

(-5.0) 

(-22 0) 

(4 1) 

(:..5) 

(2 3) 

1980-81 

915 

4568 

-5608 

2603 

-.56 

-156 

-156 


(0.7) 

(35.0) 

(-5 7) 

(22.1) 

(-0.3) 

(-1 7) 

(3.2) 

1985-86 

-422 

7194 

7194 

-5421 

-132 

664 

1898 


(-0.2) 

(24.7) 

(-0.5) 

(-18 4) 

(-0.4) 

(4 4) 

(8 7) 

1990-91 

16291 

16674 

-5729 

6726 

5486 

610 

7476 


(3.0) 

(27.0) 

(-1.7) 

(12.9) 

(6 6) 

(1 5) 

(15.4) 

1991-92 

25379 

18722 

6<t34 

1203 

2217 

899 

4096 


(4.1) 

(27.0) 

(17) 

(2 1) 

(2 7) 

(1.6) 

(7.3) 

1992-93 

33174 

26704 

16677 

146 

-1813 

1133 

9673 


(4 7) 

(34.0) 

(3 9) 

(0 2) 

(-1.7) 

(1.7) 

(13.3) 

1993-94 

54501 

37978 

11994 

6354 

8460 

1441 

11726 


(6.7) 

(42.2) 

(2 4) 

(9 1) 

(8.2) 

(1.7) 

(13 7) 

1994-95 

53262 

40880 

18504 

1383 

I49U8 

1702 

24115 


(5.5) 

(40.7) 

(3.2) 

(1 6) 

(9.6) 

(1.7) 

(23.0) 

1995-96 

70859 

43675 

52856 

13586 

-1.5956 

2233 

25535 


(6.3) 

(37.7) 

(8 2) 

(15.4) 

1-7 4) 

(1.7) 

(17.6) 


Notes: (i) The above seties could not be extended further because the CSO has not come out with 
estimates of X. Z and discrepancies for the subsequent years, (ii) The figures in parentheses 
beneath each discrepancy indicate the corresponding discrepancy as a percentage of GDP at 
market prices, (iii) The subsequent figures in parentheses indicate the percentage change in 
the corresponding variable as a result of its adjustment. 
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foreign borrowings and from domestic 
borrowings, respectively. 

Substituting equation (8) into equa¬ 
tion (9) and rewriting the result as follows 
reveals the soiirce.s of financing a govern¬ 
ment fiscal deficit: 


(CEXPg+l^)-Yg=ADCg+AB-i-AF^ ...(10) 

where the expression on the left-hand-side 
of eq (10) is the gross fiscal deficit of the 
government. The sources of financi ng such 
a fiscal deficit are. therefore, foreign 
borrowings, direct borrowings from the 
private .sector (provided there is a well- 
developed capital market) and borrowings 
from ihc monetary system. 

Equation (10) reveals two possible 
source.s through which excessive govern¬ 
ment borrowings as a result of high fiscal 
deficits can crowd out the private sector. 
Assuming that government borrowi n e I rom 
external sources is restricted in some way. 
forexample. through an IMF conditionality 
or problems related to creditworthiness or 
economic sanctions. Under the circum¬ 
stances, crowding-out can occur either 
through government borrowing from the 
pnvate sector because, apart trom directly 
reducing the funds available for pnvate 
sector investment, this would increase 
the interest rat'' or through government 
borrowing from the monetary system. The 
latter presumes that there is a ceiling on 
overall credit expansion of the monetary 
system, which is often the ca.se in anti- 
inflationai) stabilisation programmes. Tins 
explains as to why, m addition to overall 
dome.sliccredit ceilings, structural adjust¬ 
ment programmes often have sub-ceiliiigs 
on bank credit to the government in older 
to prevent crowding-out of private sector 
investment. 


Privatk Si (.tor Bfixa.i Co.n'STKAINI 

The private sector budget constraint 
can be derived by i'q"ating tbe sum of 
entries in row 1 and column 3 as shown 
below: 


W + n + Dp + NTR + INfj^ + NTR^.p 
+ NFP =(r +Td+INV„J-t-S„ ..,(11) 


ep i' p ■ 'pi. 

which can be wriitcn as: 


Yp = (T.XPp + Sp 


...(! 2 ) 

implying that total private sector income 
(Yp^w+r w>prNrrRg,fiNrg,+mi^+NPP^ 
equals private consumption (CEXPp = 
Cp V Td -1- INV ) plus private savings 

(S ). 

Equating the Mnn of entries in row 7 and 
column 7 yields; 

Sp+ADCp-i-Arp = lp ,\B+AM ..(13) 


Substituting equation (12) in equa¬ 
tion (13) yields the required private sector 
budget constraint given by: 

(Y„ - CEXP„) + ADC„ + AF„ 

p p P p 

= Ip + AB + AM ...(14) 

which states that private sector income 
plus borrowings lc.s$ current outlays equals 
private sector asset acquisition in the form 
of money (currency plus demand and time 
deposits), fixed investment and lending to 
the government. 

Externai .Si c ior ButxiET Constraint 

Equating the sum of entries in row 4 
with the sum of entries in column 4 
yields: 

7. + INVg^ + IN Vp^. = X -i- NTR^g + NTR,p 
-t-NFP^p + CAD ...(15) 

Equating the sum of entries in row 8 
with the sum of entries in column 8, and 
re-writing it in terms of the current ac¬ 
count deficit yields; 

CAD = AFp -1- AFp - AR* ...(16) 

which indicates that a CAD - or positive 
savings of the external .sector - mu.st be 
financed eiihcr by drawing down interna¬ 
tional reserves or by an increase in net 
capital inflows (implying an increase in 
international indebtedness of the domes¬ 
tic economy) 

Substituting equation (16) in equa¬ 
tion (15) yields- 

(Z-HNVp^. + LNVp^.)- 

(X^NTR^.p+NTR,p+NFP,.p) 
-(AF„-i-AF„ AR*) (17) 

where ihc expressions in parentheses 
are, respectively, current receipts, current 
outlays and asset acquisition of the ex¬ 
ternal .sector (or. equivalently, negative 
asset acquisition of the domestic 
economy). This external sector budget 
constraint, therefore, states, as expected, 
that current receipts of the external sector 
less current outlays equals its asset 
acquisition. 


Assets and Liabilities of 
Monetary System 

As mentioned earlier, because the bank¬ 
ing .system, being an intermediary, has no 
independent current revenues or expendi¬ 
tures. row 5 and column 5 are empty. The 
monetary system does not face a budget 
constraint per sc but rather a balance sheet 
accounting identity. Equating the sum of 
entries in row 9 with the sum of entries 
in column 9 shows: 

ADC -F AR* = AM ...(18) 
where; ADC = ADC^ + ADCp 

which states that the assets of the mon¬ 
etary system, in the form of foreign as.scls 
(international reserves) as well as credit 
to the government and the private sectors 
are equal to its liabilities, in the form of 
broad money (inclusive of other liabilities 
of the monetary system). 

Equation (18) can be rewritten as 
follow.s: 

AR* = AM - ADC ...(19) 

which states that the change in foreign 
cxchang'^ reserves is equal to the change 
m the nominal demand for money (assum¬ 
ing that the money market is in continuous 
flow equilibrium) less the change in total 
domestic credit, lliis equation suggests 
that if the demand for money is held con¬ 
stant. then increa.scs in domestic credit are 
offset by decrea.scs in reserves on a one- 
to-one basis. Alternatively, it implies that 
given a desired level of reserves, and with 
the demand for money exogenously de¬ 
termined, the required change in domestic 
credit can be estimated. 

SavinciS-Inve-stment Balance 

Summing up the budget constraints of 
the government and private sectors, ; c, 
equations (9) and (13), yields: 

Sp + Sp -F ADCp -F ADCp -F AFp -F AFp 
= Ip -F Ip + AM ...(20) 

oi, equivalently: 

S + ADC -F AF = I + AM ,..(21) 


Tabi L 6 NA-noNAL Dishosabi r Income and its Appropriation 

(Rs cnire) 


Year 


National Disposable Income 


National Income Appropriation 

NViiin 

(1) 

NTR 

(2) 

NFPep 

(3) 

INV Total 

(4) (.5=1+2+3-4) 

C 

(6) 

NS 

(7) 

Total 
(8 = 6+7) 

1990-9! 

48 It.19 

4538 

246 

. 6732 

480899 

403095 

77804 

480899 

1991-92 

55.)720 

10521 

-169 

9397 

554675 

476503 

78172 

554675 

I992-9.T 

6.12972 

12279 

-312 

10503 

634436 

.5521,57 

82279 

634436 

I99.T-94 

729197 

17669 

-1172 

10258 

73.5436 

633278 

102158 

735436 

1994-95 

867114 

26726 

-1021 

10772 

882047 

730299 

151748 

882i)47 

1995-96 

1009425 

29833 

-1202 

10716 

1027340 

855923 

171417 

1027340 

1996-97 

1146623 

45425 

-1095 

11769 

1179184 

972550 

206634 

1179184 

1997-98 

1269198 

45069 

-1125 

13204 

1299939 

1092466 

207473 

1299939 
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Substituting the external sector budget 
constraint, given by equation (16), into 
equation (21) above yields: 

S + ADC+CAD + AR* = I + AM ...(22) 

Invoking the balance sheet accounting 
identity of the monetary system, given by 
equation (18), yields the savings-invest- 
ment balance: 

I = S + CAD ...(23) 

which states that aggregate domestic in¬ 
vestment (I = Ig + L) is financed by 
domestic savings (S = Sg + Sp) and foreign 
savings, the latter being synonymous with 
the current account deficit (CAD). Equa¬ 
tion (23) above is identical to the result 
obtained by equating the sum of entries 
in row 10 and column 10, thereby indi¬ 
cating that the overall savings-investment 
balance is a macro-economic budget con¬ 
straint obtained by summing up all the 
tour individual sectoral budget constraints. 

V 

Data Sources and Methodology 

In this section, wc de.scribc the metho¬ 
dology as well as indicate the data .sources 
(or computing each of the indisidual ele¬ 
ments of the consistency accounting tnainx 
for the Indian economy over the pcmxl 
1950-.SI to 1997-98. These are then pre¬ 
sented, both, in the form of time-senes 
c.stimatcs in Table 3 (from 1950-51 to 
1996-97) and in matrix lomi lor illustra¬ 
tive purpo.ses in Tabic 4 (only for 1997-98). 
It needs to be mentioned that the elements 
of this flow-of-funds matrix for 1997-98 
are provisional estimates - in view of the 
recent base change and methodological 
revisions announced by the CSO-although 
every effort has been made to make them 
compaiable, and thereby preserve conti- 
luiity. with the earlier time series data. 

In such a data gathering process, it is 
imponant to recognise some of the prac¬ 
tical problems involved in estimating the 
elements of the consistency accounting 
framewoi k using a wide variety of macro¬ 
economic data which usually conflict with 
each other. This is because, as mentioned 
earlii'r, the.se .statistics draw on four dif¬ 
ferent sets of accounts, i e, national ac¬ 
counts, fisc.il accounts, monetary accounts 
and BOP accounts, each of them using 
different accounting methodologies. Wc 
therefore have had to choose between 
competing estimates of the same concept, 
implying that some items - notably con¬ 
sumption expenditure and gross capital 
formation - had to be computed as residu¬ 
als which automatically absorb the 
measurement errors and methodological 


inconsistencies in the accounts in order to 
preserve inter-sectoral consistency. How¬ 
ever, it is seen that the differences between 
the estimates of these elements, when 
computed as residuals, and their corre¬ 
sponding actuals, as reported by the vari¬ 
ous data sources, lay within the ranges 
suggested by Iheircorresponfling ‘di.screp- 
ancy’ (for consumption) or ‘ernirs and 
omissions’ (lor invc.stment). thereby testi¬ 
fying to the overall robustness of the 
underlying mcth<xiology. 

Dai a Sources 

The two major sources used to generate 
the required data were: (I) The National 
Accounts Statistics (NAS) of the CSO and 
(2) The Currency and Finance (CF) of the 
RBI. However, the following qualifica¬ 
tions need to be; mentioned: (i) To the 
extent that the statistics published by the 
EPWRF (1998) is based entirely on the 
CSO data set, wc have used this single 
source as the definitive one as far as the 
national accounts arc concerned, supple¬ 
mented by relevant issues of the NAS, as 
well as the icccntly released Press Note 
on the Quick Estimates of Naiional In¬ 
come (1997 98). only as and when neces¬ 
sary. However, and this is important, we 
have nol used the CSO/EPWRF estimates 
of the curreni account deficit because ot 
certain imponant methodological diflcr- 
enccs which persist between the ('SO and 
the RBI in defining the CAD.' As such, 
wc have used the RBI .sources to obtain 
estimates of the current and capital account 
components of the BOP. (ii) In a siinilai 
vein, to the extent that the BOP statistics 
published by the RBI (1993) arc based 
entirely on the RBI data set, we have u.scd 
this single souice as the definitive one as 
far as BOP .statistics arc concerned, supple¬ 
mented by relevant issues ot the CP only 
for the peiiod 1990-91 to 1997-98 which 
is not covcied by the RBI compendium, 
(iii) Similarly, to the extent that ihc data 
on government budgetary operations pub¬ 
lished by Chandhok et al (1990) are based 


entirely on the MoF data set, wc have used 
this single source as the definitive one as 
far as statistics on government (including 
state) borrowings are concerned, supple¬ 
mented by relevant issues of the CF only 
for the peruxl 1990-91 onwards which is 
nol covered by these Policy Group vol¬ 
umes. (iv) Finally, to the extent that 
comparable data on the components of 
money stock from 1950-51 to 1970-71 is 
available only in Va.sudcvan (1980), we 
have used this source to supplement the 
relevant issues of the CF which publish 
lhc.se components on a regular basis. 

The exact sources of data - comprising, 
both, the specific sources detailed above 
as well as general sources - used in the 
estimation of the rcqui.sile stali.stics for the 
Indian economy are given below (The 
alphanumeric characters in parentheses 
after each concerned table/siatemenl re¬ 
fers to the code u.sed to indicate the source 
later on in Table 2). 

Spccifu SiHirres: 

1 CSO (1999), Quick Estinuiles of National 
Income, Consumption Expenditure, 
.Savin i; and Capital Formation (.'997 9H), 
Press Note. Department of Statistics, 
Ministry of Planning, Ciovernmcnt of 
India 

• Statement 9: Income and Outlay of 
Administrative Departments (QE:9). 

2 EPWRF (1998), National Accounts 
Statistics of India - 1950-51 to 1996-97: 

• Table 2: Relationship of Gross Do¬ 
mestic Product and other Macro-eco¬ 
nomic Aggregates al Current Prices 
(r:PWRF;2). 

• Tabic 4A: Gross and Net Domestic 
Savings by Type ot Institutions at 
('urrent Prices |EPWRF:4A) 

• fable 24 F..cior Incomes’Summary 
Results Bioadly by Institutions 
(EPWRF-24) 

RBI (1993), India 's Balanic of Pa\- 
ments - I94H-49 to I9HH-,S9 

• Table I: India's Overall Balance of 
Payments (RBI:1) 


Tabie 7; Capital Flows, CREUir Expansion and DoMisnr Aiisi)Rnii).\ 

{Rs crorr) 


Year 

Y 

(1) 

AF 

(2) 

A 

(3) 

Total 

(4=l-r2 .3) 

AM 

(5) 

AI7C 

(6) 

Total 

(7=5-6) 

I95IK5I 

9375 

-10 

93.36 

29 

108 

79 

29 

l955-.‘i6 

10344 

II 

103.37 

18 

342 

324 

18 

l%()-61 

16221 

344 

1661.3 

48 

172 

220 

-48 

1965-66 

.26164 

529 

26675 

18 

772 

754 

18 

1970-71 

43117 

435 

4.3.562 

-10 

1388 

1.398 

-10 

197.5-76 

79447 

790 

79625 

612 

4126 

.3514 

612 

1980-81 

1.38958 

1315 

141172 

-899 

10435 

113.34 

-899 

1985-86 

264324 

5514 

270280 

442 

19386 

19828 

-442 

1990-91 

533094 

12898 

550463 

4471 

38636 

4.3107 

-4471 

1995-96 

1138926 

1.5.358 

1158533 

-4049 

8.3235 

87284 

-4049 
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• Table 10.3; Investment Income 
(RBI: 10.3). 

• Table 10..5; Mi.sccllancous (RBI: 10.5). 

• Tabic 18: Financing of Current Ac¬ 
count Dclicit (RB118). 

4 Chandhok, 11 L/lTie Policy Group (1900), 

India Database: The Economy, Vol 1 : 

• Tabic 3 5. Combined Net Capital Re- 
ccipl.s ol the Centre, States and Union 
Temtoncs (PCi:3.5). 

5 Va.sndcvan, A (1980). "Monetary Stock 
and It.s Components in India, 1950-51 
to 1979-80; A Statistical Account", 
Indian Economic Journal, Vol 28, 
No I (lEJ). 

General Sourcex: 

1 CSO.National Act oiints .Statistics {vari- 
ous issues). 

• Statement: Factor Incomes of Public 
Sector/Factor Incomes of Public 
Sector by Type of Economic Activity 
and by Type of Institution (CSO). 

2 RBI, Report on Currency and Finance 
(various issues); 

• Statement; Overall Balance of Pay¬ 
ments in Rupees (CF:BOP ). 

• Statements: On Sources and Compo¬ 
nents of Money Stock (CF:MS). 

• Statement; Capital Budget of the 
Government of India/Capital Re¬ 
ceipts ot die Government of India 
(CF BORR). 

Basic MhTiioDoi.ooY 

Since the exact adjustment of errors and 
omissions amoncst different clement s was 
not known a priori, only the values ol 
those elements which were known with 
some degree of precision were substituted 
initially, and the balancing elements were 
computed as residuals in order to ensure 
consistency between row and column 
totals The sequential steps followed in 
estimating the different elements of the 
llow-of-funds matrix is .summari.sed in 
Table 2 where each n. il has been labelled 
according to its position in the matrix. 
Thu>, the term R()C2 refers to the cell 
belonging to the 6th row and 2nd column 
of the con.sisteiicy accounting matrix, i e, 
•Sg. This methodology was used to esti¬ 
mate all the elements of the flow-of-funds 
matrix tor the years 1950-51 to 1996-97 
which have then been presented in time 
series lorm in Table 3. 

The llow-of-funds matnx lor 1997-98 
presented in Table 4 provides an extension 
ot the lime-.series estimates and is ba.sed 
on the, quick estimates reiea.sed by the 
CSO in February 1999. Taking into con¬ 
sideration the base cV.ange (from 1980-81 
to 1993 94) and methodological revisions 
(by widening the sc 'pe and aivcrage of 
sectors included for the computation of 


national income and its components), 
many of these quick estimates were not 
compatible with the earlier ones. There¬ 
fore, we have used only those quick e.sti- 
mates (indicated in Table 2) which are 
comparable with the earlier ones. In 
other cases, we have made every effort 
to preserve the original methodology 
and extend the original series thereby 
attempting toensure comparability of these 
latest estimates with their earlier counter¬ 
parts. The nature of these changes have 
been spelt out clearly in Appendix V. 
(It needs to be noted that all estimates in 
Tables 3 and 4 are at Rs crore at current 
prices). 

VI 

Consistency Checks 

As referred to m Section 1, the consoli¬ 
dated accounts of the nation presented in 
the NAS attempt to summarise the trans¬ 
actions which take place in the economy 
in the fonn of production, household and 
government consumption expenditures, 
income and outlay, capital formation and 
capital finance, with the sj.stem being 
clo.scd by the account on external trans¬ 
actions of the nation. However, the Indian 
NAS pre.sents only partial aspect of the 
capital finance account (SNA Account 5) 
in as much as it gives only the details of 
gross accumulation and its financing hut 
d(x:s not incoqiorate the transaction.s of 
financial assets and liabilities. Although 
the RBI docs provide comprehensive 
annual data on How of-funds accounts m 
this respect (see RBI 1998), because ol the 
independent natureol estimates for macro¬ 
economic aggregates based on separate 
methods and divergent sources ol data, il 
is tound that the various accounts do not 
balance. As it is difficult to pinpoint the 
specific sources of discrepancies, no at¬ 
tempt is made by the CSO or the RBI to 
adjust any of the csiimalcs to achieve 
balance between the different accounts 
and con.sequently, the differences are 
retained as disciepancies or errors and 
omissions. 

In such a context, with the completion 
ol the presentation of the scries on ail the 
relevant current and capital account macro¬ 
economic aggregates, we now have to 
ascertain how successful the integration 
of the various accounts has been. Consid¬ 
ering that there are three types of discrep¬ 
ancies in the three main accounts of the 
SNA,‘‘ viz, (i) gross domestic product and 
expenditure account, (ii) national dispos¬ 
able income and its appropriation account, 
and (iii) the current and capital finance 
account, we shall need to examine each 


of these accounts individually in order to 
substantiate our claim regarding the over¬ 
all consistency of our macro-economic 
accounting framework. 

Gross Domestic Produci and 
Expenditure Account 

In the first consolidation of accounts of 
the nation (SNA Account 1), estimates of 
GDP at current market prices (Ymp) based 
on production are linked with the key 
expenditure components of GDP com¬ 
prising government and final consump¬ 
tion expenditure (C^ and Cp), public and 
private sector gross capital fonnation (I 
and Ip), and the net exports of goods and 
services (X - Z). However, these two sets 
of cst imates have invariably exhibited large 
and growing discrepancies and it has been 
noted that the estimate of GDP ba.sed on 
the production and income methods which 
is treated as the controlling total generally 
lends to exceed total expenditures on con¬ 
sumption, capital formation and net ex¬ 
ports - all derived through the expenditure 
method. Though there is some overlap, the 
two sets ol data are largely independently 
estimated and there is no way of locating 
the exact sources of these discrepancies. 
Neither is there any firm way ol stating 
that one .set of estimates is ncccssanly 
superior to the other. Thus, in the consoli¬ 
dated accounts of the nation, the discrep¬ 
ancies arc retained and no attempt is made 
to apportion these errors amongst the 
individual components. 

We therefore replicate this account using 
our data senes and the results (Tabic 5) 
highlight that once GDP derived from the 
production and income methods is as¬ 
sumed to be the controlling total, then our 
methodology indicaies how the CSO 
di.scrcpancics can be precisely apportioned 
between public and private consump ion. 
public and private investment, and ex¬ 
ports and imports of goods and services. 
The following broad patterns which arc 
seen to emerge as a result of such an 
apportionment should hopefully suggest 
guidelines for future refinements and 
improvements in data collection and 
methodological revisions. 

The first pattern is that discrepancies, 
after declining continuously from-2.7 per 
cent of GDP in 1960-61 to -0.2 per cent 
of GDP in 1985-86. have started increas¬ 
ing rapidly, amounting to 6.3 per cent of 
GDP in 1995-96.^ This reflects poorly on 
the methodology used by the CSO in 
estimating GDP ba.sed on production and 
income methods, and suggests the use of 
alternative controlling totals. Second, it is 
seen that public consumption has been 
underestimated to an average extent of 
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almost 35 per cent since 1990-91 which 
is extremely alarming, considering that 
even the former (under)estimates of C^, 
bordcrcd on profligacy and warranted a 
fiscal correction. The extent of upward 
adjustment in the case of imports is 
also considerable (averaging almost IS 
percent since 1990-91) which however 
could be because of the differences 
between the RBI and the CSO in esti¬ 
mating its components. However, inter¬ 
estingly enough, in the case of exports, 
despite suffering from the same method¬ 
ological limitations, the error component 
.seems to have stabilised at about 1.7 
per cent. 

Thirdly, it need.s to be noted that as far 
as gross investment is concerned, »hc CSO 
obtains its controlling total by aggregat¬ 
ing gross domestic savings and the CAD. 
However, as has been noted in EPWRF 
(1998:16), “... it is this adju.stcd estimate 
of GDCF that is treated as the official 
estimation of aggregate gross inve.simcnt 
each year, though asset wise and institution- 
wise distributions of GDCF continue to 
be based on the unadjusted scries because 
there is no plausible way of distributing 
the ’errors and omissions' amongst assets 
or .sectors”. However, it is noticed that our 
methodology dtxis seem to be a plausible 
way ol distributing the ‘errors and omis¬ 
sions’ amongst the two sectors, public and 
private, although not amongst assets. It is 
seen that since 1990-91, the CSO esti¬ 
mates of public and private sector invest¬ 
ment have been largely biased downwards, 
requiring an average upward adju.siment 
of about 7 and 3 per cent, respectively. 
What is important in this context is that 
the noise component for both the series 
seems to have increased substantially over 
the last thiec years although, to an extent, 
the discrepancies for the more recent pcriixl 
would be corrected as additional informa¬ 
tion becomes available. 

Finally, as far as private consumption 
is concerned, the pattern indicates that Cp 
has been pei sistcntly overestimated by the 
CSO right Irom 1960-61 to 1990-91, w»th 
the downward adjustment reaching a 
trough of -8.5 per cent in 1978-79. This 
phenomenon, first noticed by Minhas and 
Kansal (1989, 1990), also corroborates 
the conclusion reached by the EPWRF 
(1998:37), “Thus, the PFCE e.stimatcs 
thrown up by the national accounts re¬ 
present, to the extent of the divergence, 
overestimates of private consumption ex¬ 
penditure”. However, and this is important, 
such a pattern of divergence undergoes a 
complete switch after 1990-91 what with 
the results indicating that thercafterCp has 
been persistently underestimated by the 


CSO from 1991-92 to 1996-97, With the 
upward adjustment reaching a peak of 8.2 
per cent in 1995-96. This dramatic volte 
face, largely a reflection of the fact that 
after liberalisation the estimates of GDP 
obtained from the income/production side, 
which are u.scd as the controlling total, 
have persistently and cver-increasingly 
outstripped the estimates of GDP obtained 
from the expenditure side, is an indicator 
that unless the superiority of this control¬ 
ling total is clearly established, the CSO 
could be seriously ovcre.stimating GDP. 
On the other hand, if the controlling totals 
are indeed accurate, then unless we adjust 
C upwards by using the above method¬ 
ology, then we could be seriously under¬ 
estimating consumption and therefore 
domestic absorption which is a key deter¬ 
minant of reserve accretion. 

NArioNAi, Dlsposable Income 
AN ij Ii.s Appropriation 

In the second consolidation of accounts 
(,SNA Account 3) relating to national 
disposable income and its appropriation, 
estimates of NDP at market prices com¬ 
bined with factor incomes plus current 
transfers Irom abroad are linked to the 
total of final consumption and net savings. 
However, these two estimates have also 
exhibited discrepancies of about the same 
order of magnitude as that in .SNA Ac¬ 
count I, and It has been noted that the 
former estimate which is treated as the 
controlling total has generally tended to 
exceed the laltei estimate. This is because 
m the estimation procedure, net savings 
include household savings in fmanci.tl 
as.sets as well as public sector and corpo¬ 
rate sector savings whose estimates arc 
independent ot the components appearing 
in the first consolidation. As there is no 
firm way of asserting which set of esti¬ 
mates i.s superior to the other, the discre¬ 
pancies are retained while presenting the 
consolidated accounts of the nation by 
the C.SO. Befoie replicating such an ac¬ 
count using our data series in order to 
establish the possible sources of enor, we 
initially derive the components which link 
national disposable income and its appro¬ 
priation. 

Todoso, weaddeqs(7)and(l I )together 
and equate the sum of the left-hand- 
side elements with the corrc.spondmg 
sum of the right-hand-side elements, to 
obtain: 

NYmp+NTR+NFPgp-lNV=C+NS ..(24) 

where NYmp [= OSg + (W -i- H) + (Ti - Sb) 1 
is NDP at current market prices, NTR 
(= NTR + NTR ) is total i.et transfers 
from abroad, INV (=--lNVjj^,+IN V^^.) is total 


net investment income, C (= + Cp) 

is total consumption expenditure and 
NS 1= (Sg- Dg) + fSp - Dp)l is net savings. 
The consistency of equation (24), which 
states the exact nature of the relationship 
between total disposable income and its 
appropriation, is illustrated forrecent years 
in Table 6. 

It has been noted that the statistical 
discrepancies reported by the CSO in 
their SNA Account .3. i c. the excess of 
national disposable income (NDI) over its 
appropriation components (C and NS), 
have increased from 1.8 per cent of 
GDP in 1990-91 to 7.6 per cent of GDP 
m 1995-96 (.sec EPWRF 1998, Exhibits 
6(B) and 6(E). pp 52-53). The above 
consistency check helps to identify the 
three sources which have contributed to 
the.se rising discrepancies; (i) the CSO 
uses unadjusted estimates ot total con¬ 
sumption (Cg + Cp) which are about 8,5 
per cent lower than their adjusted coun¬ 
terparts. This underestimate automatically 
imparts a downward bias to the appropria¬ 
tion component of NDI and is the single 
largest contributor to the overall statistical 
di.scrcpancy. (ii) the CSO uses estimates 
ol ‘property and entrepreneurial income 
from the rest of the world’ instead of net 
investment income (which is a more ac¬ 
curate indicator ol resource outflows from 
govcrnncnl and private sector incomes 
largely on account of interest payments on 
government sector external debt and nri- 
vate .sector external liabilities, respec¬ 
tively). As the former estimates are about 
10 per cent higher than the lattei, this 
biases the CSO estimates of NDI down¬ 
wards. (lii) the CSO does not include 
NTR,,^ 111 their computation ol NDI* and 
thcrclorctheirestimatesol NTR in eq (24) 
above includes only NTR^.p. As NTR is 
about 40 per cent higher than NTR , this 
further bia.scs the CSO estimates of NDI 
downwards. Because of error compo¬ 
nents (II) and (iii), it is seen that our es¬ 
timates of NDI are marginally (about 0.8 
per cent) higher than tho.se of the CSO. 
Once this upward acijii.s'rnent is m.Je in 
the controlling total, then the use of our 
adjusted estimates of total con.sumption 
mdicatesthat the twototals must invariably 
balance. 

CAPir-M. Finance AccotiNT 

In the third consolidation of accounts 
(SNA Account 5) which concerns the 
capital finance account, the financial 
sources for gross accumulation (domestic 
savings and capital inflows from abroad) 
arc linked to the total of institutionwisc 
(public sector, private corporate sector 
and household sector) estimates of gross 
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domestic capital formation (GDCF) which 
arc derived independently. Because the 
former estimate (1 = S + C AD) is decidedly 
superior on theoretical considerations, it 
is treated as the controlling total although 
the difference between thc.se twocstimates, 
which IS described as ‘errors and omis¬ 
sions'. is rciained as a separate entity by 
the CSO while presenting the consoli¬ 
dated accounts of the nation because ot 
its inability to actually adjust the latter 
scclorwisc estimates of investment on the 
basis of the controlling total. However, as 
shown in Table .“i, our methodology docs 
provide a plausible way of apportioning 
these errors and omissions amongst the 
public and private sectors. 

In this section, we provide an empirical 
(as opposed to theoretical) consistency 
check on thc.se estimates by examining 
their robustness. In order to do so. we 
adopted the following methodology For 
cachyearof the sample period, wc initially 
used the CSO unadjusted estimate of 
public sector gross domestic capital for¬ 
mation and then added to it the corre¬ 
sponding total errors and omissions for 
that ycar(dcrivcd in the manner described 
above^) in order to obtain two e.stimates 
of sectoral CDCF for each year which 
automatically provided a range demar¬ 
cated by its minimum and maximum 
bounds.** Wc then examined whether or 
not our independently derived estimate 
of public sector gross investment lay 
within these hounds. The same procedure 
was repeated for private sector invest¬ 
ment. 

This exercise was carried out lor each 
year of the sample period and the. results 
are plotted on a logarithmic scale in 
Figure 1.1 (public sector mvcstnieni) and 
Figure i.2 (private sector investment), 
where the shaded gray lines indicate the 
minimum and maximum bounds for 
each year and the dark black line 
indicates our estimate of sectoral gross 
investment. With overall GDCF fixed by 
its controlling total, any variation in 1^ was 
mirrored by Ip implying that an 
overprediction in any one sector implied 
an underprediction in the other, and vice 
versa. The results show that, apart from 
a brief zone of instability during the 
early 19.50.S when estimated I lay far 
below Us minimum bound, there nave not 
been any other extreme outliers in either 
series. Overall, it is seen that estimates of 
both Ig and lay exactly within their 
designated langcs for 21 out of the 48 
years ol the sample period, with the 
average error ranging from -11.1 percent 
to ■f5.2 per cent lor 1^, and from -1.5 
percent to +6.7 per cent foi I^, thereby 


testifying to the overall robustness of 
our methodology. 

These minor di.screpancies notwithstand¬ 
ing, one significant implication of these 
adjusted investment estimates is that it 
does serve to define the size of gross 
investment m the country on which there 
has been considerable debate because it 
has been argued [Rakshit 1983] that the 
actual level of investment should be 
obtained residual ly as the difference be¬ 
tween GDP on the one hand, and govern¬ 
ment and household consumption com¬ 
bined with net imports on the other, i e, 
I = Ymp - Cj, - Cp + Z - X. Our metho¬ 
dology not only shows that doing so 
would result in serious overestimates of 
GDCF, but also suggests a superior alter¬ 
native which establishes that by appropri¬ 
ately adju.sting the expenditure compo¬ 
nents of GDP (as indicated in Table 5), 
the above indirect estimate of investment 
would be exactly identical to its con¬ 
trolling total (i c, S + CAD), and there¬ 
fore it makes no difference as to which 
procedure we adopt in order to estimate 
gross investment. 

Caph al Flows. Crf.oi! F.xpansion and 
DoMi-.srir Absorpiion 

In this final con.sistency check, we 
provide a fourth possible consolidation of 
accounts, not attempted by the CSO, where 
estimates of GDP at market prices com¬ 
bined with factor incomes plus current 
transfers from abroad less net investment 
income arc linked to capital ml lows, 
domestic ab.sorption and credit expansion. 
I’hederivalior.ol thes<' linkages is obtained 
by adding together equations (6) and 
(17), re-arranging terms, and then using 
equation (19). Thus yields the following 
relationship between the current and capi¬ 
tal .accounts ol the nation; 

(Y-^ +AF)-A - AM - ADC =AR* .. (25) 

where: 

Y* = Ymp + (N + NTR,p i- NFP^p) 
- (INV^^. + INVp^) 

AF = AF^ + AFp 
A = (C^ . Cp) + (I^ + Ip) 

The expression in parentheses on the 
left-hand-side of equation (25) indicates 
(he total re.sourccs available for domestic 
consumption and investment. The above 
equation thus indicates that domestic 
absorption (A) will exceed total available 
resources (Y*+ AF) by the amount that 
domestic credit expansion (ADC) exceeds 
the flow demand for (equal to the supply 
of) money (AM). The identity also reveals 


that with total resources as well as the flow 
demand for money remaining fixed, any 
reductions in domestic credit will auto¬ 
matically improve the BOP, i e, increase 
reserves, by reducing absorption. In 
Table 7, we have examined the consis¬ 
tency of the above equation for a few 
selected years of the sample. 

Table 7 indicates very clearly that 
whenever domestic absorption has ex¬ 
ceeded total available resources, foreign 
exchange re.servcs (denoted in col 7 by 
the difference between AM and AD(’) 
have decreased, and vice versa. This 
inverse relationship between domestic 
absorption, comprising consumption and 
investment, and reserve accretion, im¬ 
plies that any underestimation of these 
expenditure components would, by over- 
predicting reserve accretion, conceal the 
possibility of a BOP crisis until it is 
too late. This clearly highlig is the need 
for a more careful monitoring and estima¬ 
tion of the expenditure components of 
GDP. 

VII 

Conclusions 

This study pre.senls for the first time in 
the Indian context a consistent .set of annual 
macro-cconomic data from 1950-51 to 
1997-98 by integrating the national ac¬ 
counts statistics of the CSO with the BOP 
and monetary data of the Re.servc Bank 
of India as well as with the fiscal data of 
the’ government of India. This is done by 
using acon.sistcncy accounting matrix which 
specifies the linkages between sources 
and uses of funds as well as between 
institutional sector accounts. It is seen that 
the resulting framework ensures the nu¬ 
merical consistency of data drawn from 
different sources in such a way that, both 
the sectoral budget constraints as well as 
the overall economywide budget con¬ 
straints arc simultaneously satisfied. 

In this context it needs to be noted that 
the base change and methodological re¬ 
visions carried out by the CSO in February 
1999 has, to a very large extent, rendered 
the revised national accounts statistics from 
1993-94 onwards incompatible with their 
corresponding estimates for the earlier 
period. Because of the complexities in¬ 
volved in backcasting the impact of these 
methodological revisions, the CSO intends 
to extend the new series backwards only 
until 1980-81, implying that henceforth 
we would have a truncated series on the 
national accounts; one from 1950-51 to 
1979-80 with 1980-81 as the base, and 
the other from 1980-81 onwards with 
1993-94 as the base, with no way of 
reconciling these two sets of estimates. 
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apart from using a statistical ‘blow-up’ 
factor, because of the methodological in¬ 
compatibilities between them. Under the 
circumstances, this could be the last 
possible complete and compatible data set 
on the national accounts with a common 
base and methodology. 

Despite certain problems left unresolved 
by our exercise, we have to a large extent 
succeeded in integrating the various macro- 
economic aggregates which, in turn, can 
help to detect the structural changes that 
have occurred in the real and Financial 
sectors of the Indian economy over the 
entire sample period, in general, and 
between the pre- and post-liberali.sation 
phases, in particular. 

This would hopefully enable re.search- 
ers to translate the implied interrelation¬ 
ships into various policy relevant solu¬ 
tions for some of the urgent structural 
adjustment problems confronting the In¬ 
dian economy currently. 

With many developing countries irre¬ 
vocably committed to liberalisation, the 
is.sues of the optimal sequencing of re¬ 
forms, in general, and the manner in which 
the real and financial sectors can be ex¬ 
pected to interact with and respond to the 
domestic and external .sectors, in particu¬ 
lar, is becoming increasingly important. 
Only when all these interactions are well 
understood will it be possible to predict 
the effects of policy-relevant variables such 
as interest rates, exchange rates, capital 
inflows, amongst others, on key macro- 
economic outcomes such as inflation, 
inteniational reserves, savings, invc.stment, 
fiscal deficits. BOP, income distnbution 
and. above all. economic growth, keeping 
•his in mind, we have compiled the data 
and. in the second part of the paper (to 
be published in the forthcoming is.sue of 
tlic EPW), we have carried out detailed 
investigations in order to identify certain 
relevant empirical patterns and regularities 
in the estimated data series. In concluding, 
we do hope that our effort in providing 
a consistent set of macro-economic data 
provokes interest in this relatively ne¬ 
glected area of methodological research 
After all, this is the only plausible way 
to determine objectively the success oi 
otherwise of any set of macro-economic 
stabilisation and structural adjustment 
policies that have been implemented. 

Appendix I 

Estimating Net Operating Surplus of 
the Government * 

The estimates of net operating surplui 
of the government (OS^) were obtainer 
from two different sources; (i) EPWRI 


(Table 24: Item 2.1) for the period 1980-81 
to 1995-96 and (ii) various issues of the 
CSO (Statements: Factor Incomes of Pub¬ 
lic Sector/Factor Incomes of Public Sec¬ 
tor by Type of Economic Activity) for the 
period 1960-61 to 1983-84. However, these 
two data series were incompatible with 
each other because the CSO revised the 


methodology for computing OSg in 1985 
and thereafter published only the revised 
series (from 1980-81 onwards) which has 
been repitxluced in the EPWRF. Thus, there 
existed no comparable estimates of OS 
for the period 1960-61 to 1979-80; anef 
indeed, no estimates whatsoever for the 
period prior to 1960-61. To obtain a com¬ 
parable and consistent data series on OS 
for the entire period 1950-51 to 1997-9SC 
we resorted to the following methodology. 

Initially, the two series were spliced 
together by regressing the new series of 
OSjj expressed as a per centage of net 
domestic product at current factor prices 
fNDPtc) on the corresponding estimates 
based on the old series of OS using data 
for the period 1980-81 to 198J-84 (i e, the 
only four years for which overlapping data 
on OS using, both, the old and new 
mcthotmlogics were made available by 
the CSO). The estimated equation was 
then used to interpolate the revised 
OS^DPfe ratios for the period 1960-61 
to ly79-8() based upon which comparable 
estimates of OS^ for this period were 
derived by using the actual estimates of 
NDPfc for each of these years. 

Then, in order to extrapolate the esti¬ 
mates of OSj, for the period 1950-51 to 
1959-60. we assumed that there e 4 ;,isted 


a long-run stable relationship betweffh OS^ 
and NDPfc, with the short-run dynamics 
of OSg being governed by an error cor¬ 
rection mechanism (ECM). The estimated 
backward-recurrence equation - using 
sample data over the period 1960-61 to 
1973-74 (during which time the ratios 
OSg/NDPfc were relatively stable as they 
varied only within a narrow range of 1.2 
to 1.8 per cent) and invoking the Engle- 
Granger (.see Engle and Granger 1987) 
method’ - was given by. 


OS (0=0.295008 (t-i-l)-i-0.011578NDPfc(t) 
■i-0.000939NDPfc(t-i-l)-39.34 ...(Al. 1) 


Equation (AI. I) was used to extrapolate 
OS , backwards in time, for the period 
19^-60 to 1950-51, using data on OS^ 
tor 1960-61 as the initial condition, along 
with the data on NT)Pfc over this period. 

Finally, as the new series of OS^ was 
available only up to 1995-96, we had to 
generate forecasts for the subsequent years 
as well. To do so, we estimated a forward- 
recursive ECM (using sample data over 


the period 1980-81 to 1995-96) which was 
given by: 

OS = - 0.3184 OS (t-l) + 0.0929 NDPfc(t) 
-0.0170 NDPfcft-1) - 7102.6 ...(Al .2) 

Equation (A 1.2) was used to extrapolate 
OS , forwards in time, for the period 

1996- 97 and 1997-98. using data on OS^ 
for 1995-96 a.s the initial condition, along 
with data on NDPfc lor thc.se two years 
(It needs to be noted that the CSO quick 
estimate of NDPfc for 1997-98 could not 
be directly utilised for this purpose be¬ 
cause the methodological revisions car¬ 
ried out made it incompatible with the 
earlier ones. The details of computing 
a comparable estimate of NDPfc for 

1997- 98 is described in Appendix V). 

Appendix II 

Estimating the Intersectoral 
Distribution of Investment Income 

The estimates of net inve.stmcnt income 
of the government sector (INV^^) and the 
private sector (INV ) were available only 
forthc period 1956-57 to 1989-90 (Source; 
RBI - Table 10.3) because the RBI dis¬ 
continued publishing this data after 
1989-90 due to methodological difficul¬ 
ties. Thus, although there existed esti¬ 
mates of net aggregate investment income 
(INV), i c, the difference between total 
payments (PINV) and total receipts 
(RINV), there were no data on the 
intersectoral break-up of this net outflow 
of resources into INV and INV for the 
two phases 1950-56 and 1990-%. 

To obtain this data, we initially assumed 
that the payments component of INV . 
denoted by PINVg^. was a function only 
of interest payments on the external debt 
(INTgj) which was a reasonable assump¬ 
tion considering that INT^j. is the largest 
component of go vem ment pay ments under 
this category. We then used data over the 
period 1956-57 to 1963-64 and estimated 
the following backward recurrence 
ECM; 

PINVg^(t) = -0.1724 PINVj,^(i-i-l) 

+ 0.9190 INTg^.(t) -I- 0 2567 INT^j^ft-i-l) 
-r 2.0261 ..•.(A2.1) 

Equation (A2.I) was used to backcast 
PINV^p for the penod 1955-56 to 1950-51 
using data on INT i Source: Chandhok 
- Table 3.24; Burden of Foreign Debt in 
India) over this period. This series was 
then subtracted from total investment 
income payments abroad, t e, PINV 
(Source: RBI;1. Item H.4-Debits) to de¬ 
rive time .series estimates of investment 
income payments by the private sector to 
the external sector, i e, PINV„ (= PINV 

pc 
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- PINVgg). On the basis of trends prevail¬ 
ing during the period 1956-57 to 1962-63, 
it was assumed that private sector invest¬ 
ment income receipts from abroad, i c, 
RINVep, would be around 30 per cent of 
total investment income receipts from 
abroad, i e, RINV (Source: RBI' I, Item 
HA-Credits) The resulting estimates of 
RINVpp (- 0.3 RINV) were then deducted 
from total mvc.stmcnt income receipts to 
arrive at estimates of government 
investment income receipts from abroad, 
i e. RlNV^.g (= RINV - RINV^.^). The 
series of investment income receipts 
from abroad of both the government as 
well as the private .sector derived in this 
manner were then deducted from their 
corresponding payments estimates to 
compute the scries of net tnvestment 
income of both the .sectors as follows; 
= PINV - RINV and INV = 

.e - WnV^,, 

To obtain estimates of IN V„„ and INV„. 

£? pe 

for the pcruxl beyond 1990-91, we used 
data over the period 1982-83 to l989-‘)0 
and estimated the following forward re¬ 
currence RCM: 

PINVg_^(t) = -0 2618 PINVj.^.(t-l) 

-*• 1.6258 INiyt) - 0.4162 FNTp,.(t-l ) 
+ 64.53 ...(A2.2) 

Equation (A2.2) was u.sed to foreca.st 
PINVg^ for the period 1990-98 using 
data on INT^^ (Source: CF - Statement: 
Interest Payments by the Central Govern¬ 
ment). As before, these estimates were 
then deducted t^om PINV (Source: C.'F: 
BOP, Item ll.c-Dehits) to derive estimates 
of PIN Vp^.. On the basis of trends prevail¬ 
ing over the second half of the 1980s, it 
was then a.ssumed that RINVep would be 
around 5 pei cent of RINV (Source: CF: 
BOP, Item U.c-CreJits). The resulting 
estimates of RINVep (= 0.05 RINV) were 
then deducted from RINV to obtain es¬ 
timates of RINV|.g. Rnally, these inter¬ 
sectoral estimates of investment income 
receipts were deducted from their corre¬ 
sponding payments c,->timaies to compute 
the series of net investment income ot 
both these .sectors for the period 1990-91 
to 1997-98. 



Appendix III 

F.siimating .Net Factor Payments 
from Abroad 

Tlie estimates of net factor payments 
trom abroad (NFPj.p) - which forms a part 
ol nci miscellaneous receipts under the 
invisibles component of the current ac¬ 
count ol the BOP - were derived by de¬ 
ducting payments tor ‘Professional and 
Technical Services (I’TS)’ Irom the cor¬ 


responding receipts. However, such a 
break-up was available only tor the period 
1956-57 to 1989-90 (Source: RBI: 10.5, 
hems / and 2: Payments and Receipts). 
Becau.se the resulting scries of NFP^p 
matched with the series of net compen¬ 
sation of employees from the rest of the 
world (Source: CSO: Statement: Consoli¬ 
dated Accounts of the Nation: Account 6 
- hem 6.2 minus hem 6.8 and EPWRF; 
Exhibit 6-D) from 1970-71 onwards, this 
source was used to extend the series albeit 
only until 1995-96 as no further data was 
available. To extrapolate NFP^p for the 
subsequent period, it was observed, on the 
basis ol receni trends, that: la) NFP^p was 
about 8 4 per cent of net factor income 
(NH) from abroad {Sources: EPWRF: 2, 
Col IH. C-SO(OE):.Statement /-hems I.I 
minus2.1), and tb) the receipt.s/payments 
ratio for PTS was about 0.21. Thus, the 
e.stimates of NFI yielded NFP^p which, by 
using this ratio, yielded the credit and 
debit components of PTS. Deducting the 
former from the latter yielded annual 
estimates of NFP^.p for the period 1996-97 
to 1997-98. Ill order lo derive the esti¬ 
mates of NFP^p loi the period prior to 
1956-57. we ihiliully computed the aver¬ 
age ratio ol icccipts ipaymenis) for FI’S 
to total miscellaneous receipts (payments) 
using data over the period 1956-61 and 
then applied it to the corresponding mis¬ 
cellaneous receipts (payments) for each 
year of the earlier period (Source: RBI: I, 
hem 11.6 - Credits/Pehits). We thus ob¬ 
tained yearly estimates of payments and 
receipts for PT.S from which we derived 
NFP^p for the period 195f)-51 to 1955-56. 

Appendix IV 

Estimating Domestic Borrowings and 
Government Investment: A Note 

The estimates of domestic borrowings 
by the government (AB) were obtained by 
adding together net market borrowings ol 
the centre (.Source: CF:BORR) and net 
market borrowing.s/loans of the states 
(Source: Cliandhok:3.5). It was seen that 
the resulting senes, when used in equation 
(9), yielded remarkably accurate c.stimalcs 
of gross public sector investment (1^) for 
the period 19^0-51 to 1989-90. However, 
for the post-liberalisation phase, owing to 
changes and revisions in the components 
of AB. the above equation was unable to 
replicate I equally well. As such, for the 
period 1990-91 to 1997-98, we switched 
the sequence of estimation of these two 
variables: in effect, rather than estimating 
AB initially and then computing I as a 
re.sidual, we estimated I initially and then 
computed AB as a rcsitmal. Thus, we ini¬ 


tially used equation (10), which indicated 
that the gross fiscal deficit (GFD) is the 
difference between government invest¬ 
ment and government savings (S ), and 
thereby re-defined 1^ as the sum of S^lus 
the GFD of the centre plus the Gft) of 
the states less the loans from the central 
government to the stale governments 
(Sources: RBI Annual Report (1997-98), 
Table IV.4: Financing of the Gross Fiscal 
Deficit of the Central Government: Table 
IV. 8: Financing State Government’s Gross 
Fiscal Deficit, hem 5 and Item 2). It was 
noted that the resulting estimates of 1^ for 
the period 1990-98 were just as accurate 
as the earlier estimates and the consis¬ 
tency check provided in Section 6.4 bears 
out this contention. Then, by rewriting 
equation (9) in terms of AB, we estimated 
this variable as a re.sidual and it was 
observed that the resulting .series lay within 
t he neighbourhood of the sum of net market 
borrowings of the centre and states, tes¬ 
tifying to the robustness of this revised 
methodology. 


Appendix V 

Estimating the Consistency Accounting 
Matrix for 1997-98 

As mentioned earlier, in order to obtain 
comparable estimates of the consistency 
accounting matrix for! 997-98, the metho¬ 
dology discus.sed in Section 5.2 was 
extended so as to incorporate the quick 
estimates recently relea.sed by the ("SO. 
However, taking into consideration the 
base change and the methodological re¬ 
visions, .some of the.se quick estimates for 
1997-98 were not comparable with the<i 
earlier values and therefore needed to be 
modified lo ensure comparability. The 
nature of these modifications is spell out 
below. 

Initially, the growth rate in GDP at factor 
cost at current prices (YIe) of 11 per cent 
in 1997-98 (QE: 3.2~hem 70) was applied 
to the existing (pre-revi.sed) estimate of 
Yfc for 1996-97 to arrive at a compaiable 
estimate of Yfc for 1997-98. To this we 
added indirect taxes less subsidie.s, i e. 
Ti - Sb (QE: 9 - hem B.IO le.ss Item A.3) 
to arrive at comparable estimates of GDP 
at cunent market prices (Ymp). 

Then, using sample data over the period 
1993-94 to 1996-97, the existing estimates 
of total depreciation (D) were regressed 
on the revised estimates of total deprecia¬ 
tion (QE: 6 - hem 2) in order to obtain 
the statistical relationship between them. 
This equation was then used to extrapolate 
the value of depreciation for 1997-98 (using 
the revised e.stimate of depreciation for 
this year as the regressor) which would 
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be comparable with its earlier values. We 
then estimated the average ratio of depre¬ 
ciation in the public sector (D^) to total 
depreciation (i e, Dg/D), based upon data 
over the above four-year period, and 
applied it to this estimated value of total 
depreciation in order to obtain a compat¬ 
ible estimate of which, in turn, yielded 
a comparable e.stimate of depreciation in 
the private sector (Dp) as a residual. This 
estimate of total depreciation obtained 
above was then deducted from Yfc (as 
derived earlier) in order to obtain the 
comparable estimate of net domestic prod¬ 
uct at factor cost at current prices (NDPfc) 
for 1997-98 which, in turn, was used to 
extrapolate the net operating surplus of the 
government (OS^) for this year on the 
lines discussed in Appendix I. The sum 
of OSg plus Dg plus (Ti - Sb) yielded the 
share of the government in GDP at market 
prices (Ytnpg). In a similar manner, the 
estimate of OS obtained above was then 
deducted from NDPfc (as derived earlier) 
in order to obtain private sector factor 
income, i e, the sum of wages plus profits 
( W + ri), re.sidually. The .sum of (W + fl) 
plus Dp yielded the share of the private 
vector in GDP at factor cost (YfCp). 

Finally, using sample data over the 
penod 1993-94 to 1996-97, the existing 
estimates of gross domestic savings (S) 
were regressed on their revised estimates 
(QE: / - Item /) in order to obtain the 
statistical relationship between them. This 
equation was then used to extrapolate the 
value of total savings for 1997-98 (using 
the revised estimate of savings for this 
year as the regressor) which would be 
comparable with its earlier values. We 
then u.sed the revi.sed ratio of gross savings 
in the public sector (S ) to total savings 
(i e, S JS) for 1997-98 (QE: H - Item 2) 
and applied it to this estimated value of 
total savings in order to obtain a compat¬ 
ible estimate of Sg which, in turn, yielded 
a comparable estimate of gross savings in 
the private sector (Sp) as a residual. The 
remaining elements of the consistency 
accounting matrix were estimated using 
exactly the same methodology as discussed 
in Table 2. 

(To be concluded) 

Notes 

I The.se projections are obtained lecursively - 
implying that each successive projection is 
based on certain earlier projections - as follows 
(It needs to be noted that all the symbols and 
identities used in this exercise have been 
explained later): (i) As I = S 4- CAD; and with 
I projected to increase from 25 to 35 per cent 
and CAD projected to decline from 2 to I per 
cent, it implies that S must increase from 23 
to 34 per cent, (ii) As I=4- y and expected 


to remain constant at 10 per cent, it implies 
that 1 must increase from 15 to 25 per cent. 

(iii) As FD = I - S ; and with FD projected 
to decrease from 6 to 0 per cent, it implies 
that must increase from 4 to 10 per cent. 

(iv) As S = 4 S . it implies that S must 

increase from 19 lo 24 per cent (v) As 

= T - C^, and with C^ expected to remain 
constant at 15 per cent, it implies that T must 
increase from 19 to 25 per cent, (vi) As 
YD = Y - T, It implies that YD must decrease 
from 81 to 75 per cent (vii) As average 
propensity to save (aps) = S^/YD; it implies 
that aps must increase from 23.5 (= 19/81) 
to 32 (= 24/75) per cent, (viii) Finally, 
assuming that Y(0) = 100. and given the 
growth and mnation projections (7 and 6 per 
cent). It implies that Y(5) = 188 at the end 
of the five-year planning horiron. This implies 
that YD(5) =141 twhich is 75 per cent of Y) 
while S|,(5) - 45 (which is 24 per cent of Y) 
As marginal propensity to save (mps) = 
AS|,/AYD, il implies that mps = (45 - 19)/ 
(141 - 81) = 44 per cent. 

2 These projections are obtained recirsively as 
follows (i) As inflation (it) - money growth 
(p) - real giowih (g). il implies, given that 
g IS expecicd lo increase from 5 lo 7 per cent 
and It IS cxpecied to remain consluni al 6 per 
cent, lhal p (= AM/M) must increase from 11 
to 13 per cent (ii) As 60 per cent of private 
savings goes mio financial asset accuniulalion. 
it implies th.it 

AM 4- AB = 0 6S^, (F2I) 

which, by dividing throughout by Y and 
letung AM/Y = (AM/M)(M/Y) - p(M/Y). 
yields 

AB/Y = 0 6 (.S^A ) - p(M/Y) (F2 2) 
Given the railici projertions of S^/Y and p. 
along with the fact that the income velocity 
(Y/M) IS assumed to be 1.5, implies from 
equation (h2 2) that government borrowing 
(AB/Y) would increase Irom 4 to 5 7 per cent 
( 111 ) Let the steady state initial ratio of financial 
assets to GDI’ he denoted by x, i e. (M 4 B)/ 
Y = X. implying that AM 4 AB = xAY 
Substituting this result in cquatiun (F2 I). 
and dividing throughout by Y. yields 
x(AY/Y) = 0 6(.S/Y). (F2 3) 

Substituting the projection for .S /Y and 
con.sidcnng lhal AY/Y = 0114 (given that 
initial gand p aie 5 and 6per cent, respectively I 
yields X = I, implying that the steady slate 
ratio of financial assets to GDP is l(X) per 
cen! (Ill) Now by setting the variables in 
equation (F2.3) al their terminal levels yields 
X = 1 07 implying that the new steady state 
value of financial as.sels to GDP which is 
consistent with the terminal savings and 
growth rales is 107 per cent, (iv) As the stead; 
state ratio of (M 4 B)/Y increases from I to 
I 07, while M/Y = 1/1.5 = 0.67 is assumed 
to leniain constant, this implies that the debt- 
GDP ratio (B/Y) increa.ses from 0 33 to 0 4 
(V) As FD = iB 4 x.Y, where FD is the fiscal 
deficit, iB represents interest payments on 
internal debt and x is the ratio of the pnmary 
deficit/surplus to GDP. Also, with only two 
sources of financing the fiscal deficit, we 
have FD = ADC^ 4 AB Linking these two 
equations together, and dividing throughout 
by Y, yields. 

f = FD/Y = i(B/Y) 4 X = (ADC /Y) 

4 (AB/Y) (F2 4) 

Equation (P2.4) has two implications Firstly. 


given that f is projected to decrease from 6 
to 0 per cent, i is expected to remain at 10 
per cent, and B/Y is expected to increase from 
33 to 40 per cent, it implies that x must 
decrease from 2 7 per cent lo A per cent 
Secondly, given the projections of f and 
AB/Y. It implies lhal AIX.VY must decrease 
from 2 per cent to -5 7 per cent (vi) Finally, 
with capital flows assumed to be zero, and 
private savings financing 60 per tent of 
financial asset accumulation, il implies that 
the remaining 40 per cent of pnvatc savings, 
supplemenled by private sector credit, must 
finance pnvatc investment Thus, the private 
sector investment tonslrainl is given by 
l|_ = 0 4 S|. 4 ADC^ Given the above projections 
of S^/Y and 1^,^/, indicates that pnvate sector 
"credit entitlement” (ADC|,/Y) must increase 
from 7.4 to 15 4 per cent. 

3 The first is the difference between the figures 
of merchandise exports and impoits from the 
two sources, namely the KBI and the IX3CI 
and ,S, which represent timing, valuation and 
such other differences as between the 
recordings of cxport-iinpoit data at the lime 
of shipment (IXK'l and .S) and at the lime 
of paytiieni (RBI) To the extent that the CSO 
largely depends upon the lultcr source, their 
estimates of the CAD differ from those of the 
RBI However, the more important 
methodological difference is that the CSO 
excludes net official transfers (NTR_, ) from 
Ihe coinputalion of the CAD. while die KBI, 
following the IMF practice, include.; it Thus, 
to Ihe extent that NTR ^ has been consistently 
positive,'(he CSO estimates of the CAD have 
been persistently, albeit marginally, higher 
than those of the RBI As the RBI stance is 
the more appropnale one, we have depended 
entirely upon the RBI sources for estimating 
the BOP and all us components, using CSO 
data only on net factor income from abroad 
(NFP ) which, in any case, is not provided 
by the RBI 

4 Apart from these three main discrepancies, 
there arc two other subsidiary discicpancics. 
first, there is a discrepancy in e.stimate.s of 
c.ipilal formulion undertaken separately by 
t'pe of iiistilutiuns luid type of econonuc 
activity, and there is yet another discrepancy 
in Ihe external transactions account which, 
however, is shown as adjustment of 
merchandise expoas and imports, this is the 
difference between Uic figures of iiKrchandise 
exports and imports from the two sources, 
namely the RBI and the LXjCI and S (this 
point has been referred to in the earlier 
footnote). Sizeable errors and omisstons do 
occur in the external sector data which arc 
hidden under capital transactions and not 
repotted separately in llic NA.S The RBI does 
report the data on ‘errors and omissions' in 
us reguliu' BOP statistics (see Table 44 in RBI 
Bulletin. October 1998) However, in our 
study, we moke no attempts to reconcile these 
subsidiary di.screpancics. 

5 As a matter of fact, discrepancies amounted 
to 0 0 per cent of GDP in 1987-88 after which 
they have been persistently and increasingly 
positive However, it needs to be noted that, 
after Ihe recent C.SO revisions, these discrep¬ 
ancies did decline significantly, thereby testi¬ 
fying lo an improvement in their methodology. 
Unfortunately, these discrepancies have in¬ 
creased with every passing year just as before 
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and. at pre.sent. the pust-rcvision percentage 


discrepancy ix at the level that it was in 
l^q.S-Ob pnor to the revision Tlic following 
table highlights this feature 


C.SO Discrepancies 
las Per Cent of GDP) 

Year 

Old Base 
(I9KI)-KI) 

New Base 
(1993-94) 

I‘)9.L94 

6 7 

3 1 

1994-95 

5.5 

3 1 

1995-96 

6 3 

4 7 

1996-97 

- 

47 

I997-9K 

- 

6 2 


6 This IS a direct corollary of the tact that the 
C.SO does not include NTR_^ in the 
computation of CAU 

7 The .source lor both these cstiniate.s was 
Enmomit Surifv(IWS-W) Table I Gross 
Domestic Savings and Capital Formation In 
this context, it needs to he noted that the 
‘errors and omissions' reported here was 
adjusted to take into consideration the metho¬ 
dological ditfcrcnecs between the CSO and 
the KBI in computing the ('AD As the KHI 
c.stimatcs of CAD arc slightly lower than then 
CSO counterparts because of the incorpora¬ 
tion of N'l by tiu" former in its compula¬ 
tion. the controlling total (I - S -i- ("AD) used 
by us was also lower Thus, our estimate of 
'errors and omissions' denned as the differ¬ 
ence between the controlling total and the 
independently denved sectoral estimates of 
GIK'F was lower than those reported by llie 
C.SO 

h Thus, if the conesponding error happened to 
be positive (negative), then the actual 
unadjusted estimate of sectoral GDCF would 
be the lower (upper) bound and its adjusted 
estimate, i e. actual GDCF plus (minus) error, 
would be the upper (lovs'cr) hound Because 
our estimate of 'errors and omissions' was 
smaller than their C.SO counterparts, the 
overall range was smaller implying a more 
slnngent test for robustness 
H We will illustrate the Engle-Griuigcr method 
using one explanatory vanable (with the 
extension to a multivanahic ca.se being direct) 
Let the long run relationship between x(i) 
and y(t) be given by 

y(l) = a„ -I-a|Xit) (Fl.l) 

vhere both y(t) and x(t) are l( I). i c, integrated 
of order I Assume that lor the OLS estimates 
a^ and a, of equation (FI I). the Dickey-Fuller 
(DF) and/or the Augmented Dickey-Fuller 
(ADK) lest indicate stat.onanty of the resi¬ 
duals u(t) In other words, cointegration of 
y(l) and x(t) of o.der (1,1) can tie positively 
accepted, implying that deviations of y(t) 
from Its long-run path are 1(0) Logically, the 
next move would be to switch over to a 
forward recursive short-run model with aa 
ECM given by: 

Ay(l) = (J,Ax(t) 

+ P.[y(l-1) - <* 0 - ■)! (FL 2 ) 

As the dependent variable and both the 
regressors are 1(0), there is no possibility of 
cstiiiiaiing a spunous regression as a result 
of stochustic/dctcrminislic trends being 
present in the data The model incorporates 
both a long-mn .sol-.ition as well as a short- 
run ECM providal [V < 0 The short-run 
dynamics of the ECM are obtained by re¬ 


writing Ay(t) = y(t) - y(l-l) and Ax(t) = x(t) 
- x(t-l) in equation (FI 2) yielding- 
y(t) = [I -I- P,]y(l-1) -t- P,x(t) 

- (a,P,-t P,lx(l-I)- a„p, (FI 3) 
In essence therefore, the Englc-Grangcr 
method composes two steps first, estimate 
cqualiontFI I)byOLSandtestforstalionanty 
of the residuals Second, if this is not reiectcd. 
cslimate equation (FI 2) replacing a„ and a, 
by their previously computed OLS estimates 
and ii| Under the circlimstanccs, the 
condition of the identical order of integration 
for all ihc vanuhles in equation (FI 2) is 
satisfied. 

If a backward recursive ECM is to be obtained, 
then we rcdcnne Ay(l) - y(t) - y(t-i-l) and 
Ax(l) = x(l) x(l-rl) while estimating equa¬ 


tion (FI.2). The short-run dynamics of such 
a backward recursive equation will therefore 
be given by: 

y(t) = [I + P,ly(t-fl) + P,x(t) 

-(a,p,-r P,)x(Hl)-a^, (FL4) 

which would dynamically extrapolate the 
senes y(l) backwards in time. It needs to be 
noted that we have reported only the final 
estimated forms of either equations (FI..3) or 
(FI 4). as the case might be, in the appendices. 
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Agrarian Distress in Bidar 

Market, State and Suicides 

A R Vasavi 

The spate of suicides by agriculturists in Karnataka was largely a result of ecological, economic and 
social crises in the region. The situation calls attention to the problems of commercial agriculture in the 
region and to the role of the state in inducing such conditions. Internal social complexities such as the 
growth of local usury and the increasing individualisation of agriculture also compound such distress. 


I 

Agrarian Distress 

BErWEENDeceniberl997andMay 1998 
23 cases of suicides related to agricultural 
crop loss were reported from the north 
Karnataka districts of Bidar and Gulbarga. 
Of these. 13 suicides were by agricultur¬ 
ists in the district of Bidar, and a .signifi¬ 
cant proportion of these was from Bhalki 
taluka. Though this study was initiated in 
response to reports of suicides in the 
district, the study docs not focus on the 
actual cases/households in which distress- 
related suicides were reported.' Rather, 
the study considers the suicides to be 
symptomatic of larger and mon? pervasive 
crises in the region. The enses are eco¬ 
logical, economic, and social; each inter¬ 
linked with the other, and combining to 
pixKlucc distress in the region. And it is 
in the context of these crises that the 
pervasive distress in the region and the 
suicides by agriculturists must be under¬ 
stood.^ 

Ecological crisis: The promotion of 
commercial agriculture, based on the 
utilisation of hybrid seeds, chemical 
fertilisers and pesticides, in a predomi¬ 
nantly semi-arid region has had .several 
repercussions, llicrc is the loss of land- 
race seeds as the cultivation of commer- 
cial/cash crops displaces the cultivation of 
local crops. Linked to the use of increased 
amounts of fertilisers and pesticides there 
is the depletion of soil fertility and the 
increase in crop susceptibility to pests and 
diseases. As a whole, there is a lack of 
fit between the ecological specificity of 
the region and commercial agricultural 
practices. Climatic changes, especially 
changes in the rainfall pattern since the 
past two years (1997-98), compound the 
conditions of uncertainty and risk in 
agriculture, subjecting agriculture to an 
ecological crisis. 

Economic crisis: Though commercial 
agriculture is promoted on the basis of 
utilisation of external inputs, institutional 
credit facilities to purchase these inputs 
are available only to a limited number of 
agriculturists (mostly large landowners). 


Most agriculturists incur heavy debts in 
order to engage in commercial agricul¬ 
ture. Small and marginal cultivators for 
whom institutional ci^it is not readily or 
easily available resort to non-institutional 
debts at heavy interest rates in order to take 
to modem cultivation or to remain in 
cultivation. In times of ecological crises, 
such as an outbreak of pests or diseases, 
agriculturists incur more debts (from 
private creditors and from agri-business 
agents) to purchase pesticides. As crops 
arc lost, due to both deficit and un.seasonal 
rains and the outbreak of pests, several 
agriculturists arc left with large debts, the 
repayment of which is beyond the imme¬ 
diate ability of many. As an increasingly 
commercial activity, agriculture increases 
the vulnerability of small and marginal 
agriculturists and provides no safety net 
(cither locally or from the government) 
during periods of crises. 

Social c rim: 'Hie introduction of com¬ 
mercial agriculture in a predominantly dry 
agriculture belt has its impact on the social 
fabric of the region. Commercial agricul¬ 
ture it.self torces agriculturists to submit 
to the presetiptions of the agricultural 
extension service, the market, the agri¬ 
business agencies and credit institutions 
and agents. Agriculture no longer draws 
on the established principles of local 
knowledge and caste and Idn-based ties. 
Instead, agriculture is a form of liveli¬ 
hood, to engage in which individual agri¬ 
culturists depend primarily on their house¬ 
hold and family support. As agriculture 
becomes an externally prescribed form of 
economic activity there are problems in 
the dissemination of kiiowl^gc, in the 
conduct of actual agricultural activities 
and in the understanding and management 
of situations such as crop loss. 

The denouement of such conditions that 
can be identified as triple crises in the 
region necessitates that we raise several 
questions. What factors (economic, politi¬ 
cal. social and cultural) have combined 
to produce such conditions? What roles 
have the key agencies and agents of the 
govemment/state, the market/capital, and 
community played in this context? Who 


is responsible for the utter degradation of 
life conditions in this region? Who have 
been the victims and who have gained? 

Some answers to these questions may 
lie in understanding the general back¬ 
ground of the region, the altered agri¬ 
cultural patterns and the socio-economic 
trends in the region. 

II 

State Presence and Absence 

In geo-physical terms Bidar district is 
part of the .semi-arid and drought-prone 
belt of northern Karnataka and has been 
.susceptible to penodic droughts. Though 
some 82, per cent of the total land is 
cultivated, only 8 per cent of its total 
cultivable area is irrigated and the state’s 
efiorls to provide irrigation have been 
lackadaisical. The two major irrigation 
projects. Karanja started in 1963 and 
Chulkinala started in 1972, arc yet to be 
completed. Only 2,097 hectares are irri¬ 
gated by canals and tanks, while the rest, 
of about 30.892 hectares, are iirigated by 
wells and tube wells. The state of incom- 
plction and disrepair (of the little that has 
been completed) of the two large irriga¬ 
tion projects arc telling comments on the 
extent of state support for the region.’ 

Compounding the lack of development 
of infrastructure in the region is the de¬ 
industrialisation that has set in since in¬ 
dependence and reorganisation of stales. 
Though once a home to many cottage 
indu.strics, such as cotton and oil-ginning 
mills (GOK 1977], there arc now few 
industries that draw on local raw materials 
or skills. Even the well known form of 
local articrafts, 'bidri'warc, is in a state 
of decline. Increasing prices of materials, 
especially .silver, and declining sales have 
meant that many of the hereditary artisans 
are no longer employed in the production 
of such ware Literacy levels are also below 
the state level and currently only 4S per 
cent of the total population are literate 
[GOK 1996-97J. 

A drought-prone district with little or 
I'o irrigation facilities and no alternative 
economic oppoTtunities,Bidarhasremained 
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in a state of continual povcny and mass 
deprivation. State assessments indicate 
that since the I960.s there has been little 
or no change in its conditions of ‘back¬ 
wardness’ measured by indices of literacy, 
economic development, productivity, in- 
frastiuctuie. etc. In l%l, the di-strict ranked 
the second lowest in terms of develop¬ 
ment and by 1969 it was ranked the lowest 
in the state [GOK 1977]. That the condi¬ 
tions of ‘backwardness’ in economic and 
social criteria persist is evident in the fact 
that in 1971 the district was assessed to 
be the ‘least developed district’ in the state 
(GOK 1977:303]. This continues to the 
present where Bidar with its average annual 
income of Rs 4,242 (for 1992-93 prices) 
tanks 19th out of 21 districts in the state 
in terms of per capita income [NAB ARD 
1996], 

Agricultural interventions: Agriculture 
in Bidar had its own specific form. Draw¬ 
ing on the specificities of the local ecol¬ 
ogy, agnculture was mostly dry cultiva¬ 
tion or rain-dependent cultivation in which 
a wide variety of local sorghum^ (‘jola’, 
the staple grain) was grown in combina¬ 
tion with pulses, oi I seeds, wheat and other 
cereals, 'lltough cultivation was restricted 
to two periods ('rabi’ or winter cultivation 
from August to January, and ‘kharif or 
summer cultivation from June to Septem¬ 
ber), care was taken to cultivate green 
manure crops of 'Sannhemp‘ and 
‘Diancha’.-^ The cultivation and use of 
such manure crops helped agriculturists 
retain the fertility of the soil. dccrca.sed 
the chances of external pests and diseases 
entering the fields, and enabled agri¬ 
culturists to be self-reliant for a very signi¬ 
ficant agricultural input. Even by 1970s 
little commercial or inorganic manure or 
fertilisers were used (GOK 1977], 

But the agriculture of Bidar, like that 
of many other semi-arid regions which 
produced dry cereals. was considcred-to be 
'low productive' and has been subjected 
to a variety of ‘development programmes' 
that have drawn, largely, on the agenda 
of the green revolution. Drawing on pro¬ 
grammes and policies that emphasise the 
need to increase agricultural produaivity, 
the state has promoted a model of agri¬ 
culture in the region that draws primarily 
on the model of agriculture developed for 
wet regions aixl for commercial cuWvatioa 

In 1966-67, high-yielding varieties of 
seeds for sorghum, paddy, wheat and sugar¬ 
cane were introduced (GOK 1977.130]. 
Gradually, between the late l96Qs and 
mid-t970s hybrid varieties of seeds for 
other crops such as cotton, pulses and 
sunflower were introduced. Between 
1972-74 the region was subject to a pro¬ 
longed drought and scarcity conditions. 
Government intervention in the immediate 


period saw to the provisioning of relief to 
people and cattle. But, after the end of the 
drought and scarcity conditions the dis¬ 
trict became part of a scheme to promote 
pulse cultivation. 

The cultivation of ‘tur* or ‘toghri’ (red 
gram) as a commercial crop became the 
primary agricultural agenda in the region. 
Asignificant propoitionof land once under 
multi-crop and dry cultivation (especially 
sorghum, wheat and oilseeds) has now 
been dedicated to the cultivation of pulses, 
especially that of ‘kadle’ (Bengal gram), 
and tur (Table 1). 

But, despite inadequate infrastructure 
and mass poverty, the region has been able 
to increase its production of tur. This is 
observable in the fact that yield rates of 
pulses were the highest in Bidar district 
bll kgs/hcctare) compared to the state 
average of only 477 kgs per hectare [GOK 
1993-96]. As a result, since 1996Gulburga 
and Bidar districts account for 75 per cent 
of tur cultivation in the state. 

The introduction and promotion of 
modern agriculture resulted in the develop¬ 
ment of two key and striking contradic¬ 
tions in the region. Perhaps, the most 
significant contradiction is that while there 
is an alteration in the very foundation and 
orientation of agricultural cultivation (in 
the type of crops cultivated, in the new 
seed varieties, new inputs, etc), there is 
little or no change in the social bases of 
the agrarian society, 'lliat is. though there 
is an alteration in the physical conduct of 
agriculture (in the types of crops grown, 
the cultivation patterns, etc ), it is not 
matched by any alteration in the owner¬ 
ship patterns of the agrarian society in 
which new agriculture is introduced. 
Though largely a dry cultivation belt with 
a predominance of small cultivators, there 
is a schism in the patterns of land owner¬ 
ship. An overview of land-ownership 
patterns in the district will highlight this. 

Currently, only 17 per cent of the 
district's agriculturists can be considered 
to be large landowners with holding sizes 
ofbetween four and 10 hectares (Ti^le 2). 
Thirty-six per cent of agriculturists are 
marginal cultivators with holdings that 
range from 2-4 hectares. About43 percent 
are small cultivaicMS who own lands that 
range from '-2 hectares.* While the ab¬ 
sence of very large holdings by a smaller 
proportion of persons is to be seen as an 


advantage (only about 2 per cent of the 
holdings are more than 10 hectares), it is 
important to note that data indicates a 
continual fragmentation of landholdings. 
In 1971, the single largest category of 
landholdings was that of between 3-10 
hectares and the average size of land 
holding was 6.2 hectares (GOK 1977]. 
But, currently (1996 data), the average 
size of holding is only 2.8 hectares 
(NABARD 1996] and a majority of cul¬ 
tivates are those who own less than two 
hectares of land. While such units cannot 
be assessed to be uneconomic in terms of 
mere size,^ the operators of such units face 
other problems. 

Given the declining size of landhold¬ 
ings, many small and marginal cultivators 
resort to renting or sharecropping. Share- 
cropping in the region is known as Tavani’ 
and there are about four different kinds 
of lavani arrangements that prevail in the 
region.* Insecurity of land lease, increasing 
production costs, inadequate returns from 
production, and problems in accessing 
and receiving credit are some of the prob¬ 
lems that most small and marginal culti¬ 
vators and lavani-holders face. Though 
.such arrangements are not conducive to 
economic development, the state has not 
actively sought to provide security of ten¬ 
ure to these sharecroppers. Tliis is evident 
in the fact that though tenancy is legally 
abolished (vide Karnataka Land Reform 
Act 1974), there have been no attempts 
to actually prevent sharecropping or to 
ensure transfer of titles to sharecroppers. 

Of the poorer sections of the rural 
community it is only the labouring class, 
mostly the landless and low-ranked caste 
groups and members of scheduled castes, 
that has, only recently, seen a slight 
improvement in life conditions. Linked to 
the fact that comtirerciai agriculture, with¬ 
out high and extensive mechanisai:ion, 
increases labour demands (especially for 


Taile 2: Land DisntiaunoN. Bidar DiSTMrr. 
1996-97 


Sire Category 
(Hectares) 

Number of 
Holdings 

Total Area 
(Hectares) 

<1 

220S4 

I4I9S 

1-2 

6.3486 

941.37 

2-4 

S0929 

I3879S 

4-10 

24329 

I4S466 

10^ 

.3329 

72948 


Source: Uisliici M • Glanoe, 1996-97. 


Take I Bumr DtsimicT OtomNo Pattciin 


tlfeciwnn) 


Year 

Paddy 

Safghum 

(JoU) 

Millet 

(Saiii) 

Wheat 

(Godhi) 

Other 

Oereah 

Kadle 

Thogri 

(TW) 

Other 

Pubes 

199.3-94 

18010 

131043 

12827 

61.33 

2135 

26099 

44801 

98765 

1994-95 

1.36.36 

19953 

12811 

6757 


31742 

48306 

103144 

1995-96 

10218 

12678 

ISIIO 

6973 

- 

40342 

48946 

IQS432 


Sautre: Compiled from Disuict Swistical Handbook, 1993-94, I994-9S, I99S-96. 
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weeding, harvesting) real wages have 
increased [GOK 1997-98]. In addition, 
there has been some amount of collective 
political mobilisation and organisation 
among them as organisations such as the 
Dalit Sangharsh Samiti have been active 
in the region. Many of the labouring classes 
are now aware of the stipulated minimum 
wages, of their rights to receive ration 
cards and the rations with it and of other 
benefits that accrue to them. 

Within this context, of relatively little 
or no change in the economic opportuni¬ 
ties and social structures of resource al¬ 
location, the promotion of a model of 
agriculture that is largely dependent on 
external inputs and the market has impli¬ 
cations for the life conditions of the cul¬ 
tivators. Agriculturists trade low-risk, low 
productive agriculture (typical of agricul¬ 
ture in dry regions) for a high productivity 
but also high-risk form of agriculture. Yet, 
such an engagement with agriculture places 
cultivators in a position of vulnerability, 
in which neither the agency that promotes 
this form of agriculture (the state) nor the 
sources (the market forces) that drive it 
support them in their time of distress. 

Ill 

Market and Agrarian Community 

In addition to the role of the state in 
initiating changes and retaining certain 
social features in the region, it is important 
to delineate and understand the role of 
capital and the market in intlucncing the 
conditions of the people in the region. 
Though modern agnculture requires in¬ 
puts (seeds, fertilisers, pesticides, tech¬ 
nology, etc), much of the capital needed 
to purchase the.se inputs is not easily 
available to a majority of people. As the 
NABARD report for Bidar (1997-98) 
indicates, only large landowners are con¬ 
sidered to be creditworthy and most in¬ 
stitutional credit caters to their require¬ 
ments Most small and marginal culti¬ 
vators, especially .sharecroppers, are con¬ 
sidered to be ‘creditunworthy’ and are 
bypassed bv in.stitutional credit agencies 
[NABARD 1997-98). 

Two factors are accountable for such 
conditions. One is the general lack of 
credit made available to rural and agri¬ 
cultural credit institutions. From 1987 to 
1992, the RBI has reduced credit avail¬ 
ability to agricultural sectors from 19.1 
per cent to 11.7 per cent [Rawal and 
Swaminathan 1998]. As a result there is 
a credit crunch in the agricultural credit 
institutions which typically meet 67 per 
cent of short-term loans and 37 per cent 
of long-term loans in rural areas. This 
combines with the fact that there arc .sharp 
fluctuations in agricultural production and 


loan recovery rates are poor. As the 
NABARD report for Bidar (1997-98) de¬ 
tails, loan recovery rates in the district are 
poor, standing between only 24 per cent 
for co-operative banks and between 27 and 
30 per cent for commercial banks. Low 
recovery rates further discourage theentry 
of additional credit into the region and lead 
to the marking of most small and marginal 
cultivators as being creditunworthy. 

A striking result of the lack of credit 
availability to small and marginal culti¬ 
vators. when modem agricultural methods 
demand commercial inputs is that there is 
a mushrooming of non-institutional credit 
sources. Most of the.se non-institutional 
creditors are located in the towns of the 
di.strict and in the villages. While a survey 
of the actual types and backgrounds ol 
moneylenders in the region was difficult 
to conduct,** the pre.sence and impact of 
two new sources of credit were evident. 

The first of the.se are the groups ol 
families that have either benefited from 
commercial agriculture and or families 
with members who arc employed in the 
urban sectors. Members of older, estab¬ 
lished landowning lamilies. who have with 
the support ol accc.s.s to land, capital and 
technical ..d vice reaped benefits Irom com¬ 
mercial agriculture, seek to utilise their 
.surplus capital as usury. While money- 
lending by these households and lamily 
has always been pari of the mral economy. 
it has now taken an impetus with the 
additional llowol funds that many of these 
h.ouseholds have Urban remittances and 
surplus capital arc ploughed into local 
moncylending outfits, which, with the 
government stipulation to be registered, 
call themselves ‘financial corporations'. 
The prc.scncc and impactof these financial 
corporations is visible in the fact that in 
even small villages there arc shops and 
houses that have hoards indicating that 
they arc ‘financial corporations’. For 
instance, in the village of Murambi which 
has only 240 households there are nine 
financial corporations with membersdrawn 
from different caste groups. Lending rates 
in these agencies are between 40 and 50 
per cent per annum (as compared to the 
average of 17 to 23 per cent at most in.sti- 
tutional credit agencies). Most cultivators 
who arc unable to procure loans from co¬ 
operatives or banks depend on these 
agencies for agricultural and non-agricul- 
tural monetary requirements. 

The second .source of credit in the region 
is that of the agn-input agencies them¬ 
selves.'” Agents for large and small scale 
agri-input manufacturin industries not 
only sell fertilisers, pesticides, seeds, 
equipment and other agricultural require¬ 
ments hut also double as creditors by 
linking sales of these inputs with credit. 


Manufacturers permit high interest rates 
by printing high maximum retail price 
(MRPs) on the items to be sold. It is left 
to the discretion and .skill of the agent/ 
distributor to .sell the goixis and retrieve 
the loans from the people. The availability 
of agri-inputs on credit acts as an incentive 
for most people to purchase these items. 

In addition to the binding of cultivators 
through agri-input sales and credit, many 
agents also act as grain procurers. Having 
purchased inputs on credit, cultivators 
are often forced to sell their produce to 
these agencies, at prices that arc below 
market rates, in order to clear their debts. 
While cultivators, as buyers and clients, 
are forced to submit to the dictates of 
the market they do not have the same 
leverage as .sellers of their produce. Sharp 
fluctuations in prices, as ob.served in the 
decline in prices for ‘tur‘ in 1998, increased 
costs of production without assured and 
commensurate procurement prices arc 
trends that mark the economic life of 
cultivators. 

In the establishment and entrenchment 
ol such agencies in the region there is little 
or no state regulation or supervision 
Though pesticide dealers and agents arc 
required to have licences and be regis¬ 
tered. many agents and distributors m the 
villages are not licensed, (-ulli valors speak 
of the largc-.scale dilution of pesticides 
and the lack of guarantee of many com¬ 
mercial seed varieties.'' Sales of spurious 
seeds and pesticides remain an allegation 
which the slate has yet to verify. 

Compounding such problems, linked to 
the inputs required for commercial agri¬ 
culture. is also the problem of knowledge 
or agricultural know-how dissemination. 
Though the practice of commercial agn- 
cultnrc IS promoted formally by the gov¬ 
ernment through its agencies such as the 
department of agriculture and the agricul- 
tureextension service and is largely backed 
by the promotion of commercial inputs by 
the agri-business agencies ihems''lves, 
there arc problems in the dissemination of 
knowledge. Though all village punchayats 
of the district are assigned a gram .sevaka 
or agricultural assistant, contaci between 
the agricultural assistants and the culti¬ 
vators is not always assured. Most agn- 
cuitural assi.stants maintain contacts and 
good rapport with only large landowners, 
sharing with them infonnation about new 
seeds, pesticides, fertilisers and indicating 
way'^ in which to u.sc the new inputs. In 
addition to this limited contact and super- 
vi.\ion, much of the instructions for the use 
of agri-inputs (such as fertilisers, pesti¬ 
cides and seeds) are only in English and 
in some cases in Hindi. While a large 
proportion of cultivators are illiterate, even 
those literate in the regional and local 
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languages, in this case Kannada and Urdu 
respectively, are unable to comprehend 
the instructions and directions for the use 
of these inputs. 

This limited contact between agricul¬ 
tural agents and small and marginal cul¬ 
tivators has its effect on agricultural con¬ 
ditions. Agricultural practices also alter 
within the context of informal dissemina 
tion of knowledge and imitation. Cultiva¬ 
tors integrate new methods and new inputs 
through observing others and with little 
or no formal instruction in the details of 
using the new inputs. This haphazard dis- 
•semmation of agricultural knowledge 
and piacliccs lends itself to problems in 
the context of crises situations. This was 
evident in the di.scussion relating to the 
use of pesticides at the lime of the outbreak 
of the hcliothesis epidemic. Members of 
the agncultiiral extension service observe 
that cultivators did not spray their fields 
at the appropriate time (when the pests 
were in ihe larvae stage) and then resorted 
to rampant and exees.sivc spraying when 
th pests had reached the lourth .stage of 
maturation and were not susceptible to 
control by pesticides However, cultiva¬ 
tors indicate the absence of agricultural 
extension personnel in the field and the 
lack of insta’ction on how to handle a 
situation such as Ihe outbreak ol the helio- 
thesis pest. The re.suiting gap in know¬ 
ledge dissemination meant that cultivators 
not only lost a sizeable proportion of crops 
but also incurred large sums ol debt. Such 
a .situation calls attention to the problem 
of knowledge dissemination. While local 
knowledge and UKally appropriate prac¬ 
tices arc being displaced, the spread of a 
new form of agriculture is not based on 
ensuring the proper dissemination and 
practice of new knowledge. Rather, culti¬ 
vators receive and dis.seminatc knowledge 
of the new practices and inputs in a rather 
ad hoc manner leading to confusion and 
even stress during (Viiods of crises. 

The result of such economic, ecological 
and social changes and their devastating 
impact on the local community was evi¬ 
dent in the situ, tion that developed in the 
agricultural .seasons of 1997-98. 

IV 

Season of Distress 

The agricultural .season of 1997-98 
(between the months of June 1997 and 
July 1998) illustrates the conditions that 
prevail in the region. According to the 
taluk,; .igricultural office, Bhalki, in the 
summer cultivation period, rainfall was 
84.1 mm while the average expected is 890 
mm. As a result theie was a sub.stantial 
decline in production. However, the win¬ 
ter culti''alion .sea.son saw excess rains. 
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about 153 mm when the average expected 
rainfall for the period is only 19 mm. The 
climatic conditionsof long periodsofcloud 
cover and moisture provided the right con¬ 
ditions for an outbreak of pests. The stand¬ 
ing crops, predominantly that of tur, 
were attacked by hcliothesis. also called 
helicoverpa. According to the assistant 
director, taluka agricultural office, Bhalki. 
hcliothesis is a pest that reproduces three 
generations in a one-year cycle and which 
is difficult to control. In attempting to 
bring the pests under control and to salvage 
the remaining crops, cultivators resorted 
to purchasing (mostly on credit) pesti¬ 
cides and rampantly and frequently spray¬ 
ing their fields. Yet.^ by the end of the 
season. February 1998, almost 80 per cent 
of the tur crops were destroyed (Table 3). 

The loss ol crops for two .successive 
seasons have been devastating for a 
region ihat is already poor. Not only were 
crops meant tor commercial sale lost, but 
the production and storage of the local 
staple crop, sorghum or ‘jola’ from the 
region was croticd. Having taken to the 
cultivation of pulses on a large .scale, there 
was a significant decline in the cultivation 
of cereals, including that of sorghum. 
Declining area under cereal production 
met with two years of rainfall fluctuations 
and sharp decreases of crop production. 
The result meant that by August 1998. 
when we visited the area, local sorghum 
was not available. Many people wcic 
resorting to purchasing sorghum from 
stores, which did not suit their palates and 
which, as many people indicated, was 
rotten. As a resii It. many of the local people 
had stopped consuming sorghum and had 
switched to consuming wheat rotis. While 
this loss ol vtaple food, with its attending 
cultural significance, is a telling comment 
on the food security of the region, it was 


the indebtedness of the marginal and small 
cultivators that triggered the sense of 
distress. Not only were a majority of 
cultivators in deep indebtedness but also 
the lack of local and external support 
compounded their distress. It was in this 
context that in some households the main 
earning members or heads of households, 
many who had incurred large debts, re¬ 
sorted to suicide. Table 4 gives a profile 
of the villages visited. 

Based on a compilation of data made 
available by various reports. Table 5 pro¬ 
vides an overview of the economic con¬ 
ditions of those persons who committed 
suicide. Even a cursory glance at the table 
on details of those who committed suicide 
will indicate that many were lavani holders 
with fairly substantial debts. Thedebts were 
primarily to private financial/lending 
agencies which implies not only higher 
interest rates but also more social and 
cultural pressure on the.se debtors. The 
weather fluctuations of the past two years 
(1996-98), and the resulting crop loss, 
have incrca.scd the indebtedness of culti- 
vatois. Many who borrowed did so not only 
for production purposes, but also to subsist. 
The non-availability of non-agricultural 
employment and institutional credit com¬ 
pounded the economic hardships of many. 

While there may be slight variations in 
the case histi'-y of each person who com¬ 
mitted suicide and hi.s/her hou.sehold and 
family situation, their situation is repre¬ 
sentative of the larger and more pervading 
despair and despondency that has .set in 
among the agriculturists in the district. A 
description of one of the villages. Sid- 
dheshwara. which we visited, will provide 
a scenario of the region and the life con¬ 
ditions of the people there. 

Siddheshwara - a temple-based village 
of about 600 households with a population 


Table 1' Eestimated Crop Loss in Some Imporiani Crops 


Crop 

Total 

Cropping 

(Ha) 

T otal 
Cropping 
Loss (Ha) 

Loss in 
Production 
(Ks Lakh) 

Loss In 

T onnage 

Percentage 
Crop Loss 

Tur 

49980 

39984 

1919 

I9I9I 

80 

Jow.ir 

.^58.S0 

24968 

747 

12472 

71 

Bengal gram 

48035 

27315 

817 

8193 

60 

.Sunflower 

9636 

6919 

155 

1946 

71 


Source Estiiiialcd from Joint Legislative Committee Enquiry Report, Government of Karnatak.a 
TarU: 4: Prohi.1. oi- .Stoov Villaoes, Bhalki Taluka 


CharaLlerislics 

Maurainbi 

Siddheshwara 

Niltur 

Population 

■ 900 

4.000 

3.599 

Households 

275 

600 

715 

Banks 

nil 

nil 

1 

Co-operalives 

nil 

2 

1 

Financial corporilions 

9 

nil 

3 

Schools 

pnmary. middle 
(government) 

na 

pnniory 3 

high 2 

pre-university 1 

Pesticide and manure outlets 

na 

na 

3 


Economic and Political Weekly August 7 1999 



of approximately 4,000 people - is per¬ 
haps quite typical of villages in the dis¬ 
trict. Its clutter of thatch, stone and mortar 
houses are linked by narrow by-lanes, 
which now with the onset of the monsoon 
run with water, sewage, excreta and cow- 
dung. The temple of Siddheshwara looms 
large over the village and (he new Basava 
statue, installed by the members of the 
local Rashtriya Basava Dal'^ marks the 
entry of the village and the temple. De¬ 
spondency seems to be the ruling tone; 
poor climate, failed crops, an inefficient 
local government, an indifferent state 
apparatus. The men list their problems - 
the rains are unpredictable, for the past 
two years the winter or rabi rains have 
arrived at the time of harvest. Unseasonal 
rains have destroyed crops and the out¬ 
break ot pc.st.s has increased. The pesti¬ 
cides are ineffective, though va.st quanti¬ 
ties of pesticides are bought and sprayed. 
The pests and crop diseases have claimed 
the fields. Government compensation for 
crop loss is both inadequate and ineffi¬ 
cient. How can a person who has lost 
several thousand rupees per hectare be 
compensated with a few hundred rupees? 
Worse still, the amount that is offered as 
compensation and the process to procure 
it is an in.sult. The government has dis¬ 
bursed cheques for sums so paltry that it 
docs not even cover the cost of the bus 
charge required to encash the cheques at 
the district or taluka headquarters. Credit 
is hard to obtain - most people take loans 
from local creditors. For close to two years 
now there is little or no income. With 
increased costs of cultivation, many culti¬ 
vators have incurred large debts and are 
unable to repay them. What are the alter¬ 
natives?” 

Under such conditions of changing 
agricultural practices, minimal state and 
administrative support, increasing subor¬ 
dination to market forces, high risks in 
agriculture and declining community 
support, it is not hard to imagine the 
personal distress that cultivators experi¬ 
ence. In an agrarian community, with a 
long history of drought-related crop loss 
and scarcity, it is not ju.st the loss of crops 
that has created teasions. Rather, it is the 
experience of crop loss in a context of 
significantly altered form of agriculture 
and community relations that accounts for 
disU'ess among people. As the new form 
of agnculture links cultivators to the larger 
economy and market, it compounds the 
schisms within the local community. 
Commercial agriculture with its emphasis 
on increased commercial inputs and capi¬ 
tal means the conduct of agriculture on 
individual and household ba.ses. Moving 
away from agricultural patterns that were 
more or less similar across hou-scholds fin 


terms of type of crops, patterns of culti¬ 
vation, knowledge base, etc), agriculture 
is now primarily an independent, house¬ 
hold or family enterprise with more links 
between each cultivator and the market 
than among cultivators themselves. Suc¬ 
cessful cultivators, primarily those with 
larger landholdings and with access to 
capital, are able to withdraw into theirown 
enclaves. As a result, such class variations 
in agricultural practices also mean varia¬ 
tions in the degree and type of crop pro¬ 
duction or crop loss, which itself is ex¬ 
perienced on a separate household/family 
basis. It is this, the loss of the collective' ^ 
and locally-bound characteristic of agri¬ 
culture with the increasing subordination 
of agriculture to market, capital, and 
external know how that lends to its prac¬ 
tice new forms ol distress. Crop loss now 
is not uniformly experienced by all culti¬ 
vators. and for (hose who arc subject to 
it. in addition to the attending effects of 
impoverishment, there is the stigma and 
loss of honour that result from being 
indebted and penurious. 

The case of Shivaraj Mainallc of Sid- 
dhe.shwara village illustrates this. He v/as 
a man of about 40 years with live chi Idrcn. 
the oldest of whom was in the sixth stan¬ 
dard. He owned about 2.32 acres and was 
a sharecropper or lavani holder for another 
six acres or so. Foi the past two years he 
had lost all crops, due to a combination 
of weather fluctuations and the outbreak 
of pests. His debts had mounted; by the 
end of 1997 he owed about Rs 24,000 to 
the local co-operative bank and some 
Rs 80,000 to private moneylenders. He is 
reported to have spent at least Rs 20,000 
on pesticides alone. In this period of 
distress, his creditor, reportedly, asked 
him to return his money. Shi vraj Mainallc 
committed suicide in December 1997. 

The most popular brand of pesticide 
.sold in the region is cndosulphan report¬ 


edly banned in most western countries 
[Raithu Sahaya Committee 1998], Its 
advertisement jingle, ‘friend of friends, 
enemy of enemies can provide the epi¬ 
gram with which one can contextuali.se the 
impact of agri-business and commercial 
agriculture in (he region. In the context 
of the devastation that has been wrought 
on (he people, it is pertinent to ask, who 
have been the friends and who the enemies 
of cultivators in this region? 


Concluding Remarks 

Distress in rural T ndia is often rccogni.scd 
only at the end ol periods of prolonged 
suffering, when hunger, loss of production 
and destitution become cither publicised 
or politicised events. Government machin¬ 
ery IS largely geared towards addressing 
•scarcity situations, linked primarily to 
providing relief based on indicators of 
di.stress. Food, fodder and water scarcity 
are considered 'o be reliable indicators of 
distress. Even conditions such as these 
require political will for the administra¬ 
tion to intervene. But conditions such as 
in Bidar do not fall into the bureaucratic 
categories for assi.stance. 

Similarly- the understanding of distress 
in the region has been limited. Newspaper 
reports have, largely, seen it as individual 
cases of suicide.'■* Some have questioned 
the claims of families to be compensated, 
others have assumed reports of such sui¬ 
cides to be opportunistic ca.ses in which 
families sought to rcpre.sent suicides from 
personal reasons as suicides from crop 
loss to receive government compensation. 
A few reports and analyses have actually 
linked agncultural conditions in (he region 
to the policies ol the state [Kamath 1998] 
and the subordination of cultivators to the 
market. The largely de-contextualiscd and 
piecemeal approach adopted in the cov- 


Table 5. Economic Profile of .Suiciur.'i 


Name 

Village 

Lavani 

Holder 

Debt (Rs) 

Co-op Bank Private 

Own Lands 
(Acres) 

Shivraj Mainallc 

Siddeshwara 

Yes 

24.0(K) 

75-80.000 

2.32 

Prabhu 

Kasarthugaon 

Yes 

15.000 

60.000 

6 

Lakshmibai 

Suldabka 

na 

fia 

10.000 

na 

Pandannath 

Hajnata 

Yes 

na 

na 

1 

Dhanruj 

Lada 

nu 

na 

na 

na 

Bhimrao 

Bcmalakeda 

Yes 

na 

na 

2.1.*i 

Vaman 

Ghatbarole 

Yes 

65,(MH) 

<0,(KK) 

3 

Bijabai 

Maurambi 

No 

60,000 

na 

14 

Bharat 

Alahalh 

na 

na 

na 

18 

Bosavaraj 

Chondi 

No 

na 

na 

14 

Bhojaraj Dholabba 

Bhatramba 

Yes 

na 

50.000 

4 

Basappa Balkcshwura@> 

Kelvadi 

na 

na 

na 

No 

Dili|W- 

Kunte Sirsi 

na 

lOO.CKH) 

na 

S 4 shop 


NnteK- Data compiled from interviews in village.s. joint legislative committee report and newspaper 
reports Newspapers sporadically repoitcd ihc suicides and there are discrepancies in the 
numbers reponed. 

Considered to have died of snakc-bitc 
4 Considered to have died of excessive alcohol consumption. 
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eragc of suicides in these regions is rep¬ 
resentative of the wide chasm between the 
lives of rural, agrarian residents and the 
urban orientation ot most reporters. 

The joint legislative enquiry committee, 
set up by the government of Karnataka, 
has submitted its report (GOK19981, which 
finds that most cases of suicides are linked 
to crop loss and indebtedness. In recog¬ 
nition ol such crop loss the report recom¬ 
mends monetary compensation to he paid 
to those families whose members have, as 
a re.sult of experiencing crop loss and 
faced with high indebtedness, committed 
suicide. The report docs not focus on the 
larger factors, especially those of wide¬ 
spread usury in the region, problems with 
the promotion of commercial agriculture, 
poor infrastructure development of the 
region, etc. which have combined to pro¬ 
duce such conditions and in which sui¬ 
cides have been the most glaring result. 

More recently, there have been calls 
from certain sectors of the government to 
send psychiatri.sts to the region. Resorting 
to psychological arguments is to deny the 
social and economic basis of such distress. 
More specifically, p.sychological argu¬ 
ments help deflect attention from the deep- 
rooted problems in the content, orienta¬ 
tion. implementation and impact of eco¬ 
nomic policies. By remaining oblivious to 
the conditions of pervasive poverty, dep¬ 
rivation and collective disablement of the 
people, the state is laying the ground for 
a repeat of such distress. Tlic state must 
recognise that it has been the key promoter 
of such an agricultural model in the region 
and thereby bears an onus in alleviating 
the risks as.sociated with such a type of 
agriculture. 

Distre.ss in Bidar, of which the recent 
spate of suicides are only symptomatic, 
has resulted from a combination of crises: 
ecological, economic and .social. Agricul¬ 
tural policies that overlook the ecological 
specificity of the regic.i and the retention 
of inequitous social structures form the 
bedrock in producing such distress. The 
subordination of cultivators to market and 
capital forces ' dthout any safety net to 
support them in times of crop loss ac¬ 
counts for the devastation of rural com¬ 
munities. Just as the suicides are .symp¬ 
toms of the pervasive distress in the re¬ 
gion, the loss of staple foodgrains in the 
region must also be considered to be a 
serious i.ssue. As Susan George (198.5) 
says, the lossof staple grains in any specific 
region without a substantial alternative 
economic base indicates a threat to the 
food security and hence the fragility of 
local communities. Any intervention must 
seek to address these factors and not attempt 
to provide temporary relief such as nomi¬ 
nal monetary compensation It would only 


be fair to recognise that the victims of 
agrarian di.stress in the district are not only 
those who have committed suicide and 
their family members but also those who 
continue to live there, believing, as do 
most cultivators, that they have an obli¬ 
gation to the land, to the community, to 
the state and to the nation to continue to 
cultivate the land. 

Notes 

1 Fieldwork lor this study was conducted 
between August 22-30. 1998 P K Shelly of 
NIAS wa.s a!.so a member of the team and has 
locuscd on the ecological dimensions of Ihc 
issue (sec his report, NIAS R6-99 lor details) 
Due lo Ihc soiisilivily of the issues we did 
not inler.'iess many of the families in which 
there had been suicides All these families had 
already b«^.-n suh)ecl lo scrutiny by the press, 
local and stale administrators and enquiry 
cuiiimitlee iiieinhers. Details ot Ihc villages 
visits J are available in Table 4. 

2 In writing this n-purt I have drawn on my field 
and research experiences in Bijapur disinct, 
which in many w.iys is similarto that of Bidar 
Details of my research on Bijapur ore available 
Vasavi (1999) 

3 All data compiled from District .Statistical 
Outline 1996-97. Karnataka Governinenl, 
Drstricl Gazcitcer, Karnataka Governinenl, 
and NABARD (1996) 

4 In our interviews with agriculturists in three 
villages we gathered that more than 30 types 
of sorghum had been grown in the district 
Some of the vancties that they listed were 
Kemp jola, .Sherkhandc. Dudiiiangare. 
.Sakrejola, Kanmuchike, Jingari, Haladi, 
Maldandi. Miissoli, Billi Jola, etc 

^ Sannhemp is called pundi and is a versatile 
green bush/shruh the leave.s of which make 
for a nutritious vegetable and the dried stems 
make good rope 

6 All data compiled from District Statistical 
Handbcxik (1995-96) and NABARD (1996) 

7 Economic anthropology has, typically, dis¬ 
puted neo-classK al economic arguincnls (hat 
consider sire to be a key factor in pniduc- 
tivity. In terms of assessing agricultural pre- 
ductivitv in relation to size they have argued 
and indicated tlic extent to which small parcels 
of landholding are utilised (o iiiaxiinuni 
capacity and arc thcieby considered to be 
economically viable units. 

8 The four types of lavani are: (I) a.sharecropper 
pays a certain amount to the landowner and 
retains all crops and produce from the fields, 
(2) a sharecropper incurs all production 
expenses and gives half the produce to the 
landowner: (3) the owner and sharecropper 
share all the production costs and then .share 
the produce harvest, and (4) the sharecropper 
incurs all the expenses and gives one-third 
of the total produce to the landowner 

9 (approached the district's office of the registrar 
of co-operalivcs and moneylenders for.data. 
However, they were reluctant and refused to 
share (he data immediately. My request to 
have the nece.ssary data (in terms of number 
of financial corporations, moneylenders, etc, 
for a period of ten years) mailed has been 
ignor^. 

10 Clive Bell (1993) documents the presence 
and impact of the new agricultural traders in 
the credit market of rural India. He however. 


contests government claimers that there has 
been a decline in the number of professional 
moneylenders. He links the integration of 
agncullural tradingactivitiesby moneylenders 
as camouflaging their presence 

11 Despite widespread opinions that many of the 
commercial seeds and pesticides are spurious, 
there has been no measure to either verify this 
or lo bring to the public's notice those 
companies or brands which ore unreliable for 
production. 

12 The Rashinya Basava Dal is an organisation 
of Imgayals that seeks to regain Ihc religious 
and social hentage of 'virashaivisin' In the 
region it is (he most visible and dominant 
caste-based organi.sation and is responsible 
tor the mobilisation of many youth into 
Its wings and has become Ihc model for 
other castes to organise them.sclves Other 
caste and religion based organisations in 
(he region are the Dalit Sangharsh Samiti, 
the Ciondeshwara .Sangha of the kurubas 
or the shepherds and the Tairik Muslim 
Subha. 

13 In characterising local, pre-commercial, ag¬ 
riculture as 'collective' Ido not connote equity 
in terms of resource and production of all 
cultivators. Rather, the collective dimension 
of pre-commercial agncullurc is to he noted 
in the siiiulanty of production type, pattern, 
onentatinn, risk, and productivity levels 
among all cultivating units 

14 For example, .somi' newspaper reports that 
seem to question the authenticity of these 
suicides as linked to crop loss are those in 
the Deccan Herald. June 6. 1998 and The 
Time.<! o! India. March 14, 1998. 
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Searching for Hindu Nanonalism in Modem 

Indian History 

Analysis of Some Early Ideological Developments 

John Zavos 

By tracing the ideological developments of the Hindu Sahha movement in the first decade of the 20ih century 
in north-west India, this paper argues that development of Hindu nationalism as an ideology needs to he identified 
autonomous of Hindu communalism which emerged in the 1920s as a historical cotulition channelling ideological 
forces of Hindu nationalism towards particular objectives. Moreover, the Morley-Minto reforms of 1909, which 
aimed to restore faith in the representativeness oj the colonial state and thus with over the moderates within 
the Congress, also instituted representative politics in terms of Hindu and Muslim identities. It H’aj this legitimacy 
given to religious identities which, the paper argues, .spawned Hindu nationalism as reflected in the Hindu Suhhas 
in Punjab, who, as against the Congress extremists' call for boycott of representative politics, argued for Hindu 
unitv .so as to enforce greater representation of Hindus in legislative bodies. 


1 

Introduction 

THH concept of Hindu nationalism has a 
significance and meaning which has been 
ferociously contested in modern Indian 
politics. Its exponents often present it as 
the ‘real’ or ’true’ form of Indian nation¬ 
alism, to be contrasted with western- 
inspired, uni vcrsalist concepts of ‘pseudo- 
secularist’ nationalists.' Opponents, on 
the other hand, pre.sent it as the very 
antithesis of ‘real’ or ‘true’ nationalism. 
That is. if it is acknowledged as meaning¬ 
ful at all. Some academics have denied its 
existence altogether, arguing that right- 
wing Hindu political organisations have 
successfully “appropriat(ed) the un- 
contested terrain of nationalism” in order 
to characterise a political ideology which 
is manitc.stly anti-national.~ This line of 
argument suites that only communalism 
-the mutual antagonism of different com¬ 
munities - can ailequatcly describe the 
projections of religious (or quasi-religious) 
identity which have come increasingly to 
dominate the political landscape in India. 
Hindu communalism, the argument goes, 
is the most institutionalised and the most 
powerful form of this identity; it is there¬ 
fore the greatest threat to ihc Indian state, 
and to the very idea of the Indian nation. 
To characterise such a concept as national¬ 
ism. then, does indeed appear paradoxical. 

So what, then, if anything, is signified 
by the concept of Hindu nationalism? 
Exponents appear to equate it with Indian 
nationalism, whilst rejecting the univer- 
salist nationalism of so-called pscudo- 
secularLsis; opponents equate it with com¬ 
munalism. the antithesis of (universalist) 
nationalism. The theoretical position of 
Hindu nationalism, then, appears to be 


persistently compromised by the opera¬ 
tion of two key concepts: Indian nation¬ 
alism and communalism. As Sumit Sarkar 
has recently pointed out, these two con¬ 
cepts have established a critical dialectic- 
in modem Indian politics. It is a dialectic 
which configures much of the debate over 
the nature of politics and the particular 
significance (or otherwise) of concepts 
such as Hindu nationalism.-' The dialectic 
has a history which is now fairly well- 
established in modem Indian historio¬ 
graphy, liKating the 1920s as the signi¬ 
ficant period of dcvelopmcm. During this 
decade, communalism, or more specifically 
the communal not, emerged as a system¬ 
atic feature ol political life in northern 
India.-* This emergence was mirrored by 
the self-conscious articulation by 
Jawaharlal Nehru and others in the Indian 
National Congressot what has been termed 
■pure’ nationalism, “unsullied, in theory, 
by the primordial' pullsoi caste, religious 
aimmunity. etc”.' A kind of framework ot 
polarisation, then, was established between 
Indian nationalism and communalism, in 
which the lattei is presented as speci¬ 
fically anti-national, a .set of ideologies 
ranged precisely against the emerging 
hegemony of the Indian nation.** 

In this paper, I will focus on the develop¬ 
ment of Hindu nationalist identity in a 
period prior lo the 1920s. That is to say. 
1 will focus on a peruul prior to the critical 
period in the development oi this dialectic 
between Indian nationalism and commu¬ 
nalism. My objective is to examine the 
way in which Hindu nationalism developed 
autonomously: without, as it were, the 
pressure of the dialectic to conilgurc its 
meaning. 1 will concentrate on the ideo¬ 
logical development of the I lindu .Sabha 
movement, which emerged in the tirst 


decade of the 2()th century in north-west 
India. This movement undoubtedly rep- 
rc.sent.s an attempt to propagate a nation¬ 
alism based on the idea of Hindu identity. 
What will be demonstrated is that this 
form of identity nevertheless developed 
very much within the conicxt of rapid 
change and intense scrutiny of another 
torm ol identity, that of clitc-lcd Indian 
nationalism. The paper argues that the 
development of thc.se competing nation¬ 
alisms w,"ii intimately related they oper¬ 
ated on the same di.scursive terrain of 
middle class con.sciousncs!.. and they 
addres.sed the same central question ot 
how ‘the people’ should be represented 
III relation to the state. 

Two poincs, then, must be established 
at this stage. Tirst. any analysis ot Hindu 
nationalism needs to take account of a 
specitic history of polarity between two 
key concepts: Indian nalionulisni and 
communalism. This study takes appropri¬ 
ate account ot this context, in the sense 
that the period covered self-consciously 
pre-dates the critical pha.se in the dev elop- 
ment ot this traniewoik ot polarisation 
Secondly, my analysis posits a close re¬ 
lationship between I iindu nationalism and 
Indian nationalism during tins period, 
.seemingly in direct contravention of this 
history of polarity. The locus, however, 
is on Hindu nationalism, not Hindu com 
munalism. This conceptual distinction is 
central to the argument here. It is also, I 
would say. ceiural to an understanding of 
how Hindu nationalism operates in Indian 
politics. Initially, then, I niu.st examine this 
distinction, and suggest a theoretical model 
lor the .separation of the two concepts. In 
our immediate context, this will also allow 
tor a clearer understanding of ideological 
dynamics in the pre-1920s period. 
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II 

Hindu Nationalism and 
Hindu Communalism 

In political analysis. Hindu nationalism 
is very often equated with Hindu commu¬ 
nalism. Hindu nationalism is perceived as 
a form of contemporary communalism - 
another way, as it were, of saying Hindu 
communalism.^ It may be a case of ter¬ 
minological slippage, but this implicit 
association with communalism underpins 
the polar opposition of Hindu nationalism 
to Indian nationalism, and reiterates the 
question of whether there is a conceptual 
distinction to be made between Hindu 
nationalism and Hindu communalism. 

A key position to clarify in relation to 
these issues is the comparative status of 
the conceptual teims being u.sed. Peter van 
der Veer has argued that communalism 
and nationalism arc radical and moderate 
tendencies within the same ideology of 
nationalism. ‘The moderates’ he says, 
“accept cultural pluralism and equality 
among different religious communities 
within the nation, while the radicals see 
the nation as the community of co-reli¬ 
gionists”. It is all part of the same con¬ 
ception of nationalism, which for van dcr 
Veer is based '>n pre-colonial notions of 
religious community.** Here, then, the idea 
of Hindu nationalism as communalism is 
accommodated as a feature of a linear 
scale of moderate to radical nationalism. 
The two come together in the idea that 
communalism is “only a form of nation¬ 
alism (in which) a common religion...is 
imagined as the basis of group identity”. 
This form of nationalism is then placed 
at the other (radical) end of the scale from 
pluralist (moderate) nationalism. For van 
dcr Veer. then, nationalism and commu¬ 
nalism can be .seen as comparable socio¬ 
logical concepts. They occupy different 
points, but they are on the same .scale. 
Despite Its intention to break free of the 
problem of polarity, this model continues 
to ailiculate what is implicit in forms of 
analy.sis which identify the oppositional 
character of nationalism and communal¬ 
ism: namely, that these are ‘twin’ con¬ 
cepts, which can be compared like to like. 

This comparability needs to be ques- 
tioned.Inhisexamination of communalism 
a-, a ‘lorm of colonialist knowledge’, 
Gyancndra Pandey has recogni.sed a .signi¬ 
ficant llcxibility in the term communal¬ 
ism It IS not, he says, a term specific to 
rcUpiously-configured communities. It has 
rather been applied to any form of com¬ 
munity that displays an antagonistic stance 
towards another community, within a 
colonialorptist-coloi ‘alconiext -religious, 
yes, but also linguistic and caste based 


communities. This antagonism, it must be 
noted, is always directed primarily to¬ 
wards communities based on the same 
kind of signifier as their own. The other 
of the communalist, then, is a kind of 
conceptual echo: a linguistic communalist 
will direct his hostility towards another 
linguistic group; a religious communalist 
towards another religion, and so on. Achin 
Vanaik has argued that this kind of flex¬ 
ibility leads to a loss of focus, not to say 
rigour, in the term - it becomes too broad 
to be useful."* Rather than making the 
term too broad, however, my argument is 
that this flex ibi I ity strips the concept down 
to the level of a framework, narrowing 
rather than broadening its possibilities. 
Communalism emerges as a fairly stark 
and simple structure. It is defined first and 
foremost by an antagonism towards what 
is other than iLself, and that other is prin¬ 
cipally some form of conceptual echo of 
itself. In this sense, the structure of the 
concept docs not replicate the complex, 
multi-layered form of nationalism, and so 
cannot he seen as comparable. It is little 
more than this antagonistic alignment 
against its conceptual echo. Because of 
this simplicity, communalism docs not 
necessarily generate its own ideology; it 
is more likely, in fact, to appropriate 
existing ideologies to extend its form, 
deepen its impact. 

This, I would say. is precisely the re¬ 
lationship between Hindu communalism 
and Hindu nationalism. The latter provides 
the ideological tools for the development 
and extension of the former. Let me make 
the distinction clear: (1) Hindu national¬ 
ism is defined as an ideology that seeks 
to imagine or construct a community (i e, 
a nation) on the basis of a common culture 
-a culture configured by a particular notion 
of Hinduism. This ideology, I would further 
suggest, was developed largely by middle 
class Indians, over a period coterminous 
with the development of elite-led Indian 
nationalist ideology; (2) Hindu commu¬ 
nalism is a kind of discursive framework 
that aligns ;hc interests - social, cultural, 
political, economic - of this imagined or 
constructed community precisely against 
tile interests of other religious communi¬ 
ties, particularly, of course, the Indian 
Muslims. 

The distinction, then, is between the 
kind of concepts we are dealing with. 
Communalism and nationalism are not 
immediately comparable as concepts, 
because communalism is more a historical 
condition than an ideology - it emerges 
as a method of channelling ideological 
forces towards particular objectives within 
the context of modem ‘disenchantment’.'' 
This di.stinction allows for the exploration 


of an icteological development in the 19th 
and early 20th century - that of Hindu 
naticHialism - which is less teleologically 
burdened. As we have already noted, the 
1920s constitute the point at which com¬ 
munalism is crystallised as a systematic 
feature of Imlian politics, and the critical 
dialectic between Indian nationalism and 
communalism begins to emerge. What I 
am saying is that this crystallisation does 
not constitute the culmination of a process 
of ideological development. It rather must 
be perceived as a process driven by the 
interplay of several historical factors, some 
of them ideological, but also others that 
were .structural, ‘event-led’, and even ex¬ 
ternal to indigenous politics. The ideology 
of Hindu nationalism was of course a major 
factor in the process of communalisation. 
but its development as an ideology needs 
to be divorced from the prtx^ess, as it had, 
and .still has, its own existence separate 
from the structure of communalism. 

m 

Hindu Nationalism and 
Indian Nationalism 

If, then, we can think of Hindu nation¬ 
alism as autonomous of communalism, 
we have to consider the issue of what kind 
of ideology it was Evidence from the late 
19th and early 20th century demonstrates 
that it was, as I have mentioned, a middle 
class ideology.'^ This raises questions 
about how it developed, what it repre¬ 
sented, and what distinguished it from the 
very middle cla.ss ideology of elite-led 
Indian nationalism? 

These questions have been addressed in 
recent studies by the political scientist 
Chri.stophc Jaffrclot.' ^ Jaffrelot recognises 
the emergence of Hindu nationalism as a 
distinct political ideology around the turn 
of the century in north and north-west 
India. The development of this ideology 
constituted the first stage of what he calls 
the ‘birthing process’ of Hindu nationalism. 
The second stage, located in the 1920s, 
saw the emergence of Hindu nationalism 
as a form of political mobilisation that 
drew on identity symbols provided by this 
ideology.This would appear to be a 
similar model to that suggested in the pre¬ 
vious section, in that Jaffrclot recognises 
the existence of an apparently autono¬ 
mous ideology that informs the mobili¬ 
sation of the 1920s. But Jaffrclot further 
theorises his model, by placing it within 
the framework of ethnic nationalism. It is 
this ethnicity, he says, that distinguishes 
Hindu nationalism from the universalism 
of Indian nationalist ideology, with its pro¬ 
jection of “all individuals, all communities 
living within British India” as the nation. 
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The framework of ethnicity obliges 
Jaffielot to situate Hindu nationalism in 
relation to its attendant tensions: most 
noubly, the tension between primordialist 
and instrumentalist approaches to the 
development of ethnic movements. As a 
form of identity, Jaffirelot states that Hindu 
nationalism was not primordialist, draw¬ 
ing on an established sense of ethnicity; 
yet at the same time, it was not instrumen¬ 
talist, a cynical construction of the elite, 
because it does re-interpret themes drawn 
from the established tradition of Hindu¬ 
ism. Jaffrelot rather suggests the ideologi¬ 
cal construction of Hindu nationalism as 
a cultural strategy to defend brahmanical 
hegemony. This strategy was pursued by 
certain socio-religious reform oreani- 
sations, particularly the Arya Samaj.As 
it moves into its second stage of political 
mobilisation, however, it is more straight¬ 
forwardly interpreted as an instrumental¬ 
ist movement driven by what he calls 
‘ideologically minded Hitulu elites’. 

To my mind, this projection of Hindu 
nationalist ideology as somehow structur¬ 
ally different because of its ethnic or 
cultural conception of the nation is prob¬ 
lematic. First, it leaves little room for the 
development of the culture of Indian 
nationalism - the latter is presented as a 
rather flat political nationalism that can 
have no influence over the development 
of an exclusivisU combative Hindu sen.se 
of ethnicity. This belies the increasing 
sophistication oflndiannationalism towards 
the end of the 19th century, and leads 
Jaffrelot to describe the extremist strategy 
of the Congress nationalists Tilak and 
Aurobindo as a product of their ‘Hindu 
leanings’.'^This kind of extfemi.sm,intere.st- 
ingly. is reminiscent of van dcr Veer's 
moderate-to-radical scale of nationalism. 
Secondly, Jaffrelot’s emphasis on Hindu 
nationalism as a strategy designed to 
defend brahmanic hegemony is parti¬ 
cularly problematic in the content of the 
Arya Samaj, as in its early years around 
the turn of the century this organisation 
faced fierce resistance from precisely tho.se 
groups - the established hierarchies of 
Hinduism - whose interests it is presented 
as protecting.*'' 

But ipost significantly, although Jaffrelot 
presents Hindu nationalism as a distinct 
ideology in the late 19th and early 20th 
century, he nevertheless states that it was 
not ‘codified’ until the early 1920s. By 
this he means that it was not until this 
period that the ideology was consciously 
articulated, laigely through the written 
work of V D Savarkar. * ** This codification 
constitutes the ‘second stage' of the birth 
of Hindu nationalism, and although it is 
perceived as different, in that it represents 


a straightforward instrumentalist project 
of the elite, it is not perceived as a con¬ 
ceptual difference. Communalism emerges 
again as a kind of‘extreme* formofHindu 
nationalism, manipulated by certain ‘ideo¬ 
logically minded Hindu elites’. It is the 
instrumentalism of these elites, further¬ 
more, which is key to the development of 
this construct of Hindu nationalism as 
communalism. In this context, the autono¬ 
mous significance of the earlier form of 
the ideology as acuitural strategy -neither 
primordialist nor instrumentalist - begins 
lo fade. It is teleologically bound to the 
elite-driven project of 1920s communal¬ 
ism. Here, the notion of ethnic nationalism 
locates its 'natural' situation, as an ide¬ 
ology which underpins a violent and 
reactionary political force. We are back, 
as it were, where we started: with the 
polarisation of (universalist) nationalism, 
and (ethnic) communalism, and the sub¬ 
sequent problem of how to conceptualise 
and distinguish Hindu nationalism as an 
ideology outside this dialectic. 

The distinction between ethnic and 
universalist nationalism in this context 
could refer us to Partha Chatteijee’s cri¬ 
tique of theories of nationalism, which 
demonstrates an orientalist imperative 
behind the idcnlification of two ‘types’ of 
nationalism in this way. '’Jaffrelot's notion 
of ethnic nationalism is also significant, 
however, because it draws on a particular 
conception of ideology, developed by the 
anthropologist Clifford Geertz. Geertz 
perceives ideology as what he calls 'sche¬ 
matic images of social order’ - symbols 
or metaphors - consciously constructed as 
a means of rationalising change in a 
modernising society.^® Ideology, then, 
fulfils a specific function in this context; 
a function a.ssociated with the defence and 
modulation of social and cultural norms.'' 
De.spite his assertion that “the function of 
ideology is to make an autonomous poli¬ 
tics possible’’, Geertz is curiously reticent 
in defining its relationship to class - a 
point acknowledged by Jaffrelot^^ - and 
also to colonialism, even though much of 
his work draws on the ethnology of post¬ 
colonial south-east Asia. What emerges 
from this approach is a restricted notion 
of ideology. It is perceived as a facet of 
culture, a re-interpretation appropriated as 
a means of e.stablishing and defending that 
culture in the face of rapid change. In 
addition, the significance of issues of class, 
colonialism and indeed caste in this context 
are ringfenced by the conscious instru¬ 
mentalism of particular social groups. 

An alternative approach would be to 
refer to the wider conception of ideology 
developed by Gramsci, and the extension 
of his work, particularly in relation to 


culture, by Stuart Hall. Here, ideology can 
be resituated in a far more strategic rela¬ 
tion to culture itself. Ideology, Hall states, 
constitutes the ‘mental frameworks' - 
the languages, the concepts, categories, 
imagery of thought, and the systems of 
representation - which different classes 
and social groups deploy in order to make 
sense of. define, figure out and render 
intelligible the way society works.^' 

The fundamental po.sition that ideology 
assumes here in relation to people’s per¬ 
ception of the world means that far from 
being an aspect of culture, ideology is a 
means through which culture is defined. 
What is perceived as culture is dependent 
upon the dominance of particular ideolo¬ 
gies. Using this model, in conjunction 
with the idea of communalism as a struc¬ 
ture, rather than an autonomous ideology 
in itself, the development of the ideologies 
of Hindu nationalism and Indian nation¬ 
alism as middle class ideologies in the pre- 
1920s perirxl is less problematic. TTiey 
remain distinct, but are not burdened by 
the historical necessity of implacable 
opposition. Indeed, the evidence of the 
19th and early 20th century suggests that 
the two ideologies developed in the same 
discursive, space, competing precisely on 
this level of ‘mental frameworks'. This is 
evident, for example, in the work of V D 
Savarkar, Swami Shraddhanand, L.ajpat 
Rai: all ;hrecof these ‘architects’ of Hindu 
nationalism had been in prison because of 
their activities as Indian nationalists, and 
all were perceived as - and perceived 
themselves as - genuine Indian national¬ 
ists during the 1920s. By employing 
Geertz’ perception of ideology as limited, 
it may be possible to pre.sent this apparent 
paradox as symptomatic of figures who 
were Hindu nationalists in cultural terms 
and Indian nationalists in political terms. 
My argument suggests that examples of 
almost simultaneous expression of the 
competing ideologies simply reflects the 
struggle for dominance of these mental 
frameworks’ on the oiscursive terrain of 
middle class Indian public life. The proxi¬ 
mity of these ideologies meant that they 
blended and clashed frequently in both 
cultural and political contexts. 

This close relationship is evident par¬ 
ticularly when shifts occurred in the com¬ 
mon discursive field. Middle class Indian 
nationalism, grounded even in the 1880s 
in a very rigorous economic critique of 
colonialism, was most instrumental in 
providing a coherent challenge to the 
colonial state on a hegemonic level.^ A 
significant consequence of - and vehicle 
for - this challenge was a progressive 
questioning of the boundaries of middle 
class political discourse, by which I mean 
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political discourse recognised as legiti¬ 
mate by the state. The first decade of the 
2()th century was a particularly dynamic 
period in this process During this decade, 
the established discourse of Indian nation¬ 
alism in the Congress organisation was 
challenged by what became known as 
'extremism'. In the following sections. I 
will argue that the emergence ol the Hindu 
.Sabha movement towards the end of this 
decade must be viewed in the context of 
this di.scursivc challenge. The representa¬ 
tion of the community of Hindus, an idea 
which underpinned the Sabha movement 
from the outset, was related directly to 
struggles within Congress over how pre¬ 
cisely the Indian nation was to he repre¬ 
sented It is this notion ol representation, 
indeed, which dominated the politics of 
this period, and. in a sense, provided the 
space for the articulation of the commu¬ 
nity of Hindus. 

IV 

The Battlefield of Representation: 

Extremists, Moderates and 

Strategies of Confrontation 

The I9()5-0X campaign against the 
partition ol Bengal is indicative of emerg¬ 
ing trends ol consideoihlc significance in 
thelndian national niovi.ment. First, it forced 
the diversity of views in the Congress into 
two oppositional 'pailies'; moderate and 
extremist. Secondly, it marked the develop¬ 
ment ot strategies of conlrontation which 
worked specilically to expose the per¬ 
ceived (economic) coiurailiction between 
the interests ot the .state and the putative 
Indian nation. 

The extremist strategy of boycott and 
swadeshi as employed during the anti- 
partition campaign was based primarily 
upon an economic le.sistancc to colonial¬ 
ism. The (.eniral locus ot the movement 
was llv' boycott of Lancashire cloth (and 
other British goods) and tK parallel cn- 
couragementol indigenous industries The 
boycott was extended lidin this ba.se into 
a more sopliisticaicd network of boycotts 
(a "doctrine ol passive re.sistanee" as it 
was called by the Bengali extremist 
Aurobindo Ghose), encompassing educa¬ 
tion, jusiice and admini.slration. The cen¬ 
tral economic locus was employed dc.spile 
the tact that partition was not primarily 
an econoinie issue. Boycott was rather a 
strategic lesponse. As the Maharashliian 
extremist B Ci filak commented m iyo.5. 
"people will not persevere in the swadeshi 
movemom, uid., ^s they burn with indigna¬ 
tion at Mane lit siei lobhmg the country of 
so much wealth' '' /\s this indicates, the 
emphasis ol ihe inosement w'as on ex¬ 
panding poliiital emiipreheiition of colo¬ 


nial economic relations. This theme of 
comprehension underpinned the whole 
strategy. Tilak again states, in relation to 
the administrative boycott, that “it may 
not be feasible to boycott government 
.service altogether, hut that is no reason 
why wc should not try to impre.ss upon 
the minds o( the people that government 
service excaises adchasing influence upon 
character" The literal success of the 
boycott was not the is.sue here. Its prin¬ 
cipal objective was rather to increase 
popular consciousness of - to "impress 
upon the minds of the people” - the dam¬ 
aging implications ot British rule. 

The objective ol ibis strategy, then, was 
ideological. It sought to transform the 
'mental frameworks’ which middle class 
nationalists like Tilak and Aurobindo saw 
as holding key social classes in thrall to 
the enduring image of the colonial impera¬ 
tive. In this: en.se. boycott and swadeshi 
may be detineci as a strategy of counter- 
hegemony. configured precisely to under¬ 
mine the idea that the state worked pri¬ 
marily in the interests of thelndian people. 
Consequently, the organisational struc¬ 
tures that they sought to employ were 
directed not tow ards government, seeking 
redress, but towards the people, seeking 
(he tangible ex p.insion of the con.siitucncy 
of Indian nationalists. 

This was undoubtedly a shift of di.scur¬ 
sivc focus, but in practice the only poten¬ 
tial organisation ihtough which to imple¬ 
ment such an exfian.sion was the Congress. 
This orgunisaiuiii was controlled by (he 
moderate ‘party’, which continued to 
uriieulatc politics through established 
discursive .structures. Here, the idea ol 
representation was legitimised through the 
invocation of p.ii hamentary or democratic 
idioms, whilst at the same time eschewing 
any mechanism to link representation to 
particular consii uencies. The representa¬ 
tional claims ol moderates, therefore, were 
symbolic. Their claim was that the (Xm- 
gress was a symbol of the nation, and their 
authority was based on the recognition of 
this symbol in colonial politics. The pres¬ 
sure which the divergent approach of 
extremism exerted on this dominant idea 
of symbolic representation led in 1907 to 
a split in the Congress. In effect this split 
expelled the cxtreiii ;t strategy from the 
organisation, and re-asserted the signi¬ 
ficance ot syniUihc representation in the 
national mov^'nie.'it. 

Nevertheless, the parameters of debate, 
the pos.sibiliiie.s ot elite nationalism, had 
developed sigiiilicanlly. The state had to 
confront thi growing countcr-hcgcmonic 
potential of the strategy of boycott and 
swadeshi. It did so by attempting to 
marginalise extremism and actively ac¬ 


commodate moderatism, through the stra¬ 
tegic offer of constitutional reform. Re¬ 
form was an indication of political progress, 
signalling a further affirmation of mod¬ 
erate methods. Why turn to new forms of 
articulating nationalism, the .state in effect 
declared to the middle classes, when the 
old forms have reaped reward. 

For the moderate Congress, this was a 
critical affirmation of it.s strategy. As 
G K Gokhale commented to the secretary 
of state, John Mnriey, in 1908, without 
reforms "the extremists will have their 
own way; contusion, danger, ruin will 
follow”.^’ Because of this pressure, the 
actual content of Ihe reforms was of less 
significance to the moderates than the 
concept, the image, of reiorm taking place. 
This IS reflected in the Act which even¬ 
tually emerged in 1909 (known as the 
Morley-Minto reforms) after lour years of 
deliberation.’’* Other than the formal rec¬ 
ognition of separate Muslim interests, it 
appears that the Act had no substantial 
transformational effects on the structure 
of Indian government.^*’ 

It wa.s, in this sense, a symbol of con¬ 
stitutional progress, which wa.^ appropri¬ 
ately linked to the moderate strategy ol 
symbolic rcpre.scntalion. An example of 
tins pervasive symbolic approach is pro¬ 
vided by the deliate over the retention of 
the Seditious Meetings Act in Ihe newly 
con.stituted Imperial Legislative Council 
in 1911. In planning to .sol ten this oppre.s- 
sivc act in deference to Gokhale and ether 
elected members ol the council, the Viceroy 
Lord Ilardingc commented that 

We must he earctiil not to reduce the Act 
to an iih.solutc nullity. Still, ume mpre.s- 
sioti w ould he made it the amendments to 
the Act were moved and accepted in open 
Council, so that the non-ollicials might 
gel the credit for having ellected some¬ 
thing, and the government might appear 
to have made xome concessum to opimons 
in the Council (emphasis added).’*' 

The image of the process, then, was cen 
Iral. In this .sense, (he reforms oi 1909 
represent an attempt to reiterate the prin¬ 
ciple of symbolic representation as a 
meaningful framework for the expression 
of political aspirations, in the context of 
the emergence of a counter-hcgemnnic 
discourse in middle class nationalism. 

As noted above, one significant feature 
of the reform package was (lie institution 
,of exclusive Muslim colleges in the elec¬ 
torate for provincial legislative councils. 
This explicitly affirmed the recognition of 
a Muslim community, and in doing so it 
also implicitly affirmed the recognition of 
a Hindu community. In what sense, though, 
were the.se communities recognised. The 
colonial state had, of course, long perceived 
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religion as the defining principle of Indian 
identity, Indian history and culture. Morley 
and Minto certainly invoked this percep¬ 
tion in their presentation of the reforms.'* 
In our context, however, the influence of 
symbolism is also evident here. The 
Muslim and Hindu communities that the 
Act called up were the symbolic constitu¬ 
encies of incipient political organisations, 
in the same way that the Indian nation had 
been the symbolic constituency of Con¬ 
gress nationalism in its moderate form. 
The government’s invocation of the.se 
constituencies gave powerful impetus to 
attempts to articulate the politics of iden¬ 
tity on this level. But it was the implicit 
debate over the nature of representation 
in Indian politics which underpinned these 
developments. 


The Hindu Sabha: Defining the 
Structure of Hindu Politics 

The Hindu Sabha movement developed 
in this context as an attempt to represent 
the interests of a putative Hindu con.stitu- 
cncy. The movement emerged in the 
volatile political atmosphere of Punjab 
during the first decade of the 20lh century. 
From 1906 a series nl Hindu vSahaik Sabhas 
were c.stablishcd which consisted of “the 
cream of the Arya, Brahmo, Thcosophist, 
Sikh, SanalaiiKst Societies...”.^- The prin¬ 
cipal aim ol these Sabhas was to “protect 
the intcre.sts ol the Hindus by stimulating 
111 them the feelings ol self-respect, self- 
help and mutual co-opcration so that by 
a combined effort there would be some 
chance of promoting the moral, intellec¬ 
tual, social and material welfare of the 
individuals of which the nation is com¬ 
posed." The common theme was collabo- 
lation- inaugural meetings were attended 
by the ‘heads of all sections' coming 
together to “work with co-operation on a 
single platlorm”.’^ The idea, then, was to 
create a conglomeration of organisations 
which together would form a spectrum of 
religious affiliation. As long as the spec¬ 
trum presented a coherent image, it could 
claim to “represent the interests of the 
Hindu community", fhe community of 
Hindus is created by binding together in 
one organisation a scries of existing 
organisations which purported to repre¬ 
sent the various components of this larger 
community. This image, then, replicates 
the idea of symbolic representation noted 
in the previous .section as underpinning 
moderate strategy, and as central to the 
established structure of political discourse. 
This point is supported by the fact that the 
kind of organisations involved were al¬ 
most exclusively middle class: the 


Tribune's list above confirms this doubly, 
by emphasising the elitism of those in¬ 
volved (“the cream of the Arya, Brahmo, 
Thcosophist...” etc). 

In the context of the Congres.s split in 
1907, and the constitutional reforms of 
1909, the movement gathered pace. Work 
was focused on the reform package, and 
on the Punjab Alienation of Land Act of 
1901, which was perceived as particularly 
discriminating against the urban-based 
Hindu middle class.-^^ As well as address¬ 
ing communications to both the provincial 
and central governments on these issues 
during 1909,^^ the .Sabha made its pre.scncc 
fell by voicing concern over the reform 
package to the viceroy in person, as part 
of a welcome address during a short visit 
to Lahore in April. The address was re¬ 
ported to have "touched the viceroy to the 
quick and led His Excellency to remark 
that the questions raised in it did not suit 
the occasion”. This incident was widely 
commented on in the press, and the Sabha 
consolidated the resulting heightened 
pnvfile by preparing for a Provincial Hindu 
Conference in Laliore in October 1909. as 
a demonstration of the unity ol Hindus in 
Punjab. 

A prime movci in these preparations for 
the conference w as Lala Lai Chand, the 
first prominent leader of the fully estab¬ 
lished .Sabha movement. Lai Chand was 
a well known Arya Samajist of the College 
branch. He was also a judge in Lahore and 
one of the founders of the Punjab National 
Bank.’’ Beginning in February 1909, be 
published a senes of articles in the 
Punjahee under the title ‘.Self-Abnegation 
in Politics’, which have since gained 
stature as a foundation text of the Sabha 
movement.”^ The somewhat ob.scurc 
title refers to the attitude of Hindus to¬ 
wards politics, which Chand peieeived 
as self-denying, always allowing the 
claims of other forces in society to take 
precedence. The concession of separate 
Muslim clecK'ratcs in the Morley-Minto 
reforms is pre.senlcd as the apotheosis of 
the tendency 

Blame for this loss of scll-as.scrtion is 
laid fairly and squarely at the door ol the 
Congress, an organisation that “makes 
the Hindu forget that he is a Hindu and 
tends to swamp hts communal individu¬ 
ality (.sic) into an Indian ideal, thus making 
him break with all his past traditions and 
past glory”.'** The Congress ideal of a 
composite nationhood, he continues, “was 
not only erroneous to start with. but.. .has 
become impossible under the declared 
hostile attitude of the other community”. 
The only way forward, then, was “to 
start anew on a fresh basis, abandoning, 
if not pulling down, the fabric which 


instead of giving poljlical shelter and 
refuge has ex.po.scd the (Hindu) commu¬ 
nity to winds and hailstorms from every 
quaner”.^*’ 

Lai Chand's agenda was explicitly 
political. His articles reiterate again and 
again the point that “the object is not to 
discuss the general amelioration of the 
Hindu community in its various aspects”, 
but rather “the political aspect of the Hindu 
community under its present environ¬ 
ments” (emphasis in original).'*' As such, 
he largely sidesteps the issue of identity, 
of what precisely constitutes the Hindu 
community which he is addressing. Be¬ 
yond the invocation of fairly widely 
understood notions of Hindu history, and 
an attempt at defining patriotism in terms 
ol community as opposed lo territorv,'*- 
Lal Chand docs not appear to be overly 
concerned with issues of culture, religion 
or ethnicity. He nevertheless asserts the 
need for eon.solidalion. but it is a political 
consolidation - one might even say a 
symbolic consolidation: 

Weak and disunited we are and divided 
into various sects. Bui the remedy lies in 
bringing Ihc sections on a common political 
platfoim where thc> would realise that 
they arc mes-My branches ol the same stock 
and community, and not lead them further 
astray and to teach them as il no such com¬ 
munity exists or has a political status.'** 

The structure ol the Hindu Sabha. then, 
with its spectrum of religious organisations, 
IS legitimised here. The exi.stcncc of the 
constituency - the Hindu community - is 
ensured by the pre.scntation ol a united 
Iront of these viirious sects’ in the Sabha 
organisation. The unified Sabha, then, 
becomes a powerful symbol ol the con¬ 
solidated community 
This inclination towards the value of 
symbolic representation is reiterated in 
Chand’s rcspon.se to the Morley-Minto 
relorms. This needs lo be seen not only 
in terms of the recognition of sepa'atc 
Muslim interests, but also in terms ol the 
increasing impotence of Congress 
niodcratism. and the related ideological 
struggle to assert counier-liegensoiiy as 
me strategic ftK'us of Indian nationalism. 
Lai Chand rejects the latter in no uncertain 
terms. His undci standing of politics is 
“in the .sense of relations between the 
governed and the governorshe does not 
therefore endorse politics based on the 
“uprooting of these relations”.'*'* “It is mere 
tall talk”, he continues, “to speak of self¬ 
growth and self-development" when the 
communits is .so \seak. Because of this it 
is of “paramount importance to reconcile, 
and not lo make needlessly antagonistic, 
the pi’wers that bc”.'*^ Later he refers to 
the split in Congress at Surat in 1907 as 
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a result of the clash of these opposing 
strategics towards the state: 

Self-help [i e. swadesht and the rejection 
of state-centred politics] ...threatened at 
one time to cause a split in the Congress 
camp and not improbably did cause the 
split. The advocates of the theory (i e, 
extremists] would discredit their oppo¬ 
nents {moderates] by calling them mendi¬ 
cants . Their scheme was to make no appeals 
to government nor send any memorials, 
but to achieve political ascendancy with¬ 
out government help. The theory is attrac¬ 
tive in form as it appeals to self-pride but 
I. at any rate, am at a loss to understand 
how resolutions passed at meetings will 
redress the grievances unless it is intended 
- whether so addressed in form or not - 
that these should reach government and 
induce it to take measures for redress.^ 

The politics of extremism, then, do not fall 
within the purview of this prominent judge 
of Lahore. 

The moderate Congress, however, had 
also patently failed to deliver any tangible 
political gain. “When the time came for 
rewarding the labours a little, the sub.stan- 
tial portion of the reward was assigned to 
the other community.The problem, 
however, lay not in tlie structure of Con¬ 
gress politics - i e, the “appeal to the 
authorities...to addrc.s.s the wrong” - but 
rather in the projection of the Congress 
constituency (through, of course, symbolic 
representation) as a united nation. When 
1^1 Chand talks of starting anew, of pulling 
down the fabric of contemporary politics, 
he is referring largely to the substitution 
of this constituency with a Hindu constitu¬ 
ency. In this context, the appropriation of 
the existing political discourse - with 
symbolic representation at its heart - and 
the existing structure of politics - ba.scd 
on the recognition of qua.si-representative 
bodies by the state - is the logical means 
of representing the putative constituency 
of Hin 'us. Thus Lai Chand. at the very 
end of his senes of letters, proposes: 

the substitution of Hindu Sabhas for 
Congress Committec.s, of a Hindu press 
for the Congress press, organisation of a 
Hindu Defence Fund with regular offices 
and machinery for collecting information 
and seeking redress by self-help, self- 
ameliorations and petitions and memori¬ 
als supplemented by agitation in the press 
and advocacy through trusted leaders in 
matters both special and common but 
dominated pnmarily by regard for Hindu 
interests.^* 

It i\ possible that Lai Chand’s approach 
in Self Ahne:>aiion was influenced by 
the government’s crack-down on Arya 
Samaj’s involvement in politics follow¬ 
ing the Punjab disturbances of 1907.^’ 


Certainly he places great emphasis on his 
objection to the Congress demand for self 
government within the Commonwealth as 
an “impracticable demand and a pure 
.source of irritation”, and is keen at other 
points to emphasi.se his loyalty.^ It is in 
any case perhaps not surprising that such 
a prominent subject of the British Indian 
state should be anything other than an 
advocate of strictly legitimate politics. 

What is interesting, however, is that this 
dry and somewhat unwieldy series of 
articles should emerge as what Jaffrelot 
calls the ’ideological charter of the Hindu 
Sabha’.-'^' As Hindu politics emerged, it 
became fused to the idea of symbolic 
representation, a method of stracturing 
politics which neatly avoided the thorny 
question of who precisely was being rep¬ 
resented. Conforming precisely to the 
state's own idea of how a political organi¬ 
sation should operate (not only in the 
sense of symbolic representation, indeed, 
but also of course in the sense that the 
projected constituency was - in some sense 
at least - religious), Lai Chand’s vision 
of the Hindu Sabha intended to call the 
constituency of Hindus into being simply 
through the power of political articulation 
in the context of discursive change. 

Self Abnegation set the pattern for the 
first Hindu Conference, which was held 
in October 1909 in Lahore. Prior to the 
conference, the Arya daily the Punjabee 
began collecting comments from the 
national press which indicated that the 
Sabha movement “has made its infant 
existence, albeit devoid of any achieve¬ 
ments, fclt”.''^ For example, it quoted 
admiringly from the Rets and Rayyatp 
which had suggested a (admittedly some¬ 
what vague) (iefinition of the parameters 
of Hindu unity in anticipation of the con¬ 
ference: “the Hindus scattered ail over the 
Indian peninsula arc divided into various 
forms. But there is the bedrock of unifor¬ 
mity in the belief in the Vedas and some 
other essential dogmas.”^ A few days 
later, an approving article in the Bengalee 
was extensively quoted. I'his article com ■ 
pares the unity of the Sabha movement to 
the fractious state of Congress nationalism: 
“Whi le the echoes of the Congress contro¬ 
versy continue to reach our ears, the great 
Hindu community of the Punjab are silently 
maturing their plans and are slowly but 
steadily moving forward towards the for¬ 
mation of a great Hindu federation.” The 
Bengalee also had a suggestion for the 
defining principle of unification in this 
federation: “Race, and not religion, ought 
to be the guiding principle of the organi¬ 
sation. For the Hindu is the most tolerant 
of human beings and the Hindu faith the 
most comprehensive that one can think 


of, embracing widiin its fold the believers 
in cults and creeds of the widest diver¬ 
gence.”** 

This idea of tolerant ‘unity in diversity’, 
based on a range of unifying principles, 
was the overriding theme of pre-confer¬ 
ence comment. A confirmation of this 
unity, it appeared, was the most signifi¬ 
cant, the most sought after objective that 
the conference could aspire to. As the 
Punjabee 's special conference issue com¬ 
mented, “This is the first tinre, we believe, 
in the history of modem Indite that the 
Hindus as a body have sought to give 
expression to their communal conscious¬ 
ness, as distinguished from the detached 
movement of sects and castes." *^ 

Lai Chand’s address to the conference 
as chair of the reception coimnittee re¬ 
flects this central concern. He began by 
commenting that “numbers carry great 
weight in this age and help materially in 
deciding the fate of any struggle. The 
progress of a community is now as much 
measured by its numerical strength as Iw 
its moral and economic achievements.”*' 
He then went on to urge the point made 
in Self Abnegation, that for Hindus defin¬ 
ing this community was simply a question 
of articulating it on the level of colonial 
politics. Although he did refer to the 
“needless corrosive differences” of sub¬ 
caste in his critique of contemporary Hindu 
society, as any good Arya of the time 
would, his solution was based firmly in 
the realm of symbolic representation. “Ail 
that is needed”, he says, “is to advocate 
the interests of the community at large and 
the moment we realise this germinal idea, 
this sacred obligation, ...all self-imposed 
differences and schisms will vanish away 
like chaff’. As soon as Hinduism is pre¬ 
sented as united politically, then, social 
divisiveness will disappear. The image of 
a politically-organised Hinduism a.ssumes 
the status of principal objecti ve in Chand’s 
vision of the Sabha movement. 

The importance of this objective is 
evident in the resolutions that emerged 
from the conference. Not surprisingly, 
consensual issues were promiirent: the 
promotion of Sanskrit and Hindi, support 
for cow protection and ayurvedic medi¬ 
cine, the promotion of 'brotherly feelings’ 
among Hindus and a commitment “to 
consolidate and strengthen the sense of 
common nationality”. These were accom¬ 
panied by more hard-nosed resolutions 
regarding the Punjab Alienation of Land 
Act and representation in legislative coun¬ 
cils, which reflected the new political 
presence indicated by Self Abnegation, 
Several resolutions, however, were not 
put before the Conference, ostensibly 
through lack of time. These inducted 
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refonnist issues such as support for wid¬ 
ows, low caste amelioration and the re¬ 
moval of sub-caste distinctions.^’’ The idea 
that these resolutions were dropped not 
due to lack of time but due to “strife 
apprehended over them between the or- 
th^ox and the unorthodox” was denied 
at length after the conference,^’ but un¬ 
doubtedly the need for consensus was a 
prominent factor, and the Punjabee 
rounded off its denial of the above with 
a reminder that the main objective was 
“union as opposed to division”. 

One of the resolutions which was ap¬ 
proved was diat calling for the establish¬ 
ment of Hindu Sabhas “all over the coun¬ 
try”, and to hold an annual all-India Hindu 
Conference. In 1911 the first Hindu Sabha 
was established in United Provinces, and 
by 1915 enough momentum had been 
generated to establish the All India Hindu 
Sabha as a representative body for local 
and provinciid Sabhas. It is this My which 
was to become fully active in the early 
1920s as the Hindu Mahasabha.^° 
Throughout this period the emphasis on 
the need for an image of “union as op¬ 
posed to division”, which had emerged in 
1909 as closely linked to the discursive 
implications of symbolic representation, 
remained central. By the 1920s, when the 
sangathan, or organisation, movement 
dominated the agenda of the Hindu 
Mahasabha this notion of consolidation 
had developed into a deOning principle of 
Hindu nationalism. 

VI 

Conclusion 

This historical review, then, places the 
development of the Hindu Sabha and its 
incipient Hindu nationalist ideology in 
context. It has been demonstrated that 
during the first decade of the 20th century, 
ceitain Indian nationalists became increas¬ 
ingly committed to ideological struggle as 
the central strategy of confrontation with 
the state. This strategy began to shift the 
parameters of political discourse which 
occupied both middle class nationalists 
and tlu: state at this time. One important 
feature of this shift was that representation 
now emerged as a site of political struggle. 
The state claimed always to act in the best 
interests of the people as a whole. Nation¬ 
alists sought to counter this claim by il¬ 
lustrating the inherent contradictoriness 
of British benevolence, claiming that 
nationalism, and not the state, represented 
the interests of the people. 

This battlefield of representation was 
made more complex by the intra-nation¬ 
alist struggle. Lxaders like Tilak hoped to 
extend the representative quality of na¬ 


tionalism by wresting its organisational 
machinery (principally the Congress) from 
the control of the moderates. Leaders like 
Gokhale remained convinced that the sute 
was ultimately benevolent, and so needed 
to be approached on its own terms, employ¬ 
ing the quasi-parliamentary idioms dic¬ 
tated by the established political discourse. 

The state undoubtedly capitalised on 
this struggle, attempting to marginalise 
extremism by confirming the success of 
moderatism, through the offer of consti¬ 
tutional reform. In a fascinating reflection 
of the established discursive framework 
of colonial politics, the reform package 
which emerged in 1909 was largely in¬ 
substantial, characterised by the overriding 
need to promote the image of reform. As 
the moderates projected themselves sym¬ 
bolically as the representatives of the 
people, then, so the reforms to which they 
were committed constituted a symbolic 
shift in the balance of administrative power. 

At the same time, the reforms provided 
a window of opportunity for the more 
forceful projection of a politically 
organised Hinduism. The incorporation of 
separate electorates implicitly invoked a 
constituency of Hindus witliin a discur¬ 
sive framework which confirmed sym¬ 
bolic representation as a legitimate form 
of political expression. The constituency 
of Hindus could be represented, simply by 
providing a united image within existing 
discursive parameters. It was precisely 
this image that the Sabha movement at¬ 
tempted to project. As Lai Chand asserted 
during the 1909 conference, to create a 
politically significant Hinduism “all that 
is needed is to advocate the intere.sts of 
the community at large”. 

This was not, however, simply a reac¬ 
tion to the Morley-Minto reforms. Clearly, 
it was an idea with a history intimately 
linked to the development of moderatism, 
and to the emerging power and sophisti¬ 
cation of counter-hcgemonic nationalism. 
What is demonstrated here, then, is the 
clo.se interrelation of Indian nationalism 
and Hindu nationalism on a discursive 
level, and the articulation of opposition 
(in our case Hindu nationalist opposition 
to the Indian nationalist Congress) pre¬ 
cisely on this level. The Hindu Sabha self¬ 
consciously echoed the structure of mod¬ 
erate Indian nationalism even as it rejected 
the Congress organisation as a toothless 
and unrepresentative force. This proxim¬ 
ity meant that there was always a tension 
in this opposition - it was not clear cut, and 
depended on the continuing struggle for 
dominance on the level of ‘mental frame¬ 
works’. For this reason, there was often 
a bhitied quality to the distinction between 
the two ideologies. But this was not. 1 


would contend, a quality derived from the 
laying over of political nationalism with 
cultural or ethnic nationalism. The pre¬ 
occupations of the Hindu Sabha demon¬ 
strate that even in its earliest forms Hindu 
nationalism operated as a political nation¬ 
alism, articulating its identity on the basis 
of, and in response to shifts in, the estab¬ 
lished discourse of colonial politics. In the 
arena of symbolic representation, the space 
between the Indian nation and the Hindu 
nation was not an implacable divide, nor 
did it signify completely different ways 
of thinking about nationalism. Rather, it 
signified different interpretations of what 
was largely the same pool of ideas about 
history and culture. The.sc interpretations 
were based on different concerns in rela¬ 
tion to colonialism, but they were articu¬ 
lated in the same public space, and the 
image of the nation - Indian or Hindu - 
was produced in much the same way. 

I have argued that this similarity is not 
problematic if an appropriate coiKeptual 
distinction is made between Hindu nation¬ 
alism and communalism. Communalism 
is a historical condition, rather than an 
ideology in itself. Ideologies such as Hindu 
nationalism informed this condition, but 
nevertheless niaintained an autonomous 
existence on the level of mental frame¬ 
works. The development of a structural 
dialectic in Indian politics between (rcli- 
gious)communalismand(secular)national- 
ism during and after the 1920s has, I would 
suggest, obscured this autonomous exist¬ 
ence. The discursive proximity demon¬ 
strated here between Hiiidu nationalism and 
the ideology of Indian nationalism must 
be acknowledged independent of this 
structure of polarisation. Only then can 
the role of Hindu nationalism be fully 
addressed as a developing ideology in the 
modem history of Indian politics, enabling 
a more flexible analysis of its movement 
and influences in 'main.stream' political 
settings. 
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Democracy and Cultural Particularisms 

That liberal democracy is deliberating on the need to find universalistic 
principles for resolving particularistic cultural disputes is a demonstration 
of how the quest for enlarging citizenship in an activist fashion is an 
ongoing enterprise. Liberal democracy needs to be more concerned with 
people than with things, with survivors and not with survivals. A 
l^^eI;al^istic liberal democratic society should devise policies that 
C^pJ^ople from disprivileged cultures to survive and surge ahead. 2313 

^jj^n^ging Economic Challenges 

jt-A rejapw of the strategic policy failures which landed the Indian 
ucQfi^y, till very recently, in a low-productivity, low-growth impasse 
> aad^ a discussion of the critical areas to focus on in the next phase 

economic reforms. 2326 

Two-Party Syndrome and India 

Is India heading towards a two-party system? One way to test the two- 
party hypothesis is to speculate on the results of the forthcoming 
elections, on presidential discretion and on the formation of coalitions - 
all of which arc notoriously unpredictable. Another way is laid on more 
solid ground; it poses the problem in a framework of comparative terms 
- actuality vis-a-vis thoughts, practice vis-a-vis theory, civil society 
vis-a-vis the state, and all those in turn across political parties. 2330 

Indian Economy: Empirical Patterns and Regularities 

Harmonisation of national accounts statistics, balance of payments 
accounts, monelaiy and banking data and data on the budgetary 
operations of the government of India makes it possible to identify many 
important empirical patterns and regularities, notably the existence of 
business cycles, the counter-cyclical nature of inflation, the twin deficits 
problem, the impact of absorption on reserves, the evolution of the 
debt-income ratio, the relationship between real interest rates and 
growth and the .sustainability of the fiscal stance. 2345 


‘Augmenting* the Ganges 

Contending that their lean season 
requirements are gicater than the 
Ganges flow, India and Bangladesh 
have seen the solution in 
'augmentation'. But in the case of a 
natural rc.source such as water, 
requirements arc to be brought down 
to the level of availability, not 
the other way round. 2296 


Common Threat 

The common threat facing India’s 
wildlife habitats and the livelihood 
interests of a majority of local 
communities comes from the rampant 
'developmental' process which is 
encouraging the commercialisation 
«f ecologically and culturally 
sensitive areas. 2305 


Bengal Politics 

The 1999 parliamentary clection.s 
may prove to be a turning point in 
West Bengal (lolitic.s. The Congress 
is in no way a threat to the ruling 
CPl(M) any longer. Mamata 
Banetjee’s Trinamul Congress is 
now the real opposition. However, 
Mamata Baneiiec's emergence 
as the principal opposition force 
is also an ominous sign. 2298 


Industrial Recovery 

GDP IS expected to grow by 6 per cent 
in 1999-2000. the same as last year, but 
a major qualitative change expected this 
year i.\ the recovery m 'he manutactunng 
sector. The impetus to the recovery 
.seems to have originated in increased 
availability of bank finance. 2286 


Electricity Reform 

The Karnataka Electricity Reform 
Ordinance docs not deal with the basic 
tasks of improving the etficiency and 
transparency of operations of the state 
eicctncity hoard. It tinkers with 
form, not .substance 2300 


Agriculture and Reforms 

It is time that elficiency considerations 
prevailed in public spending in agriculture 
and market signals were allowed to 
come into full play so that changes in 
agncultural investment and production 
are demand-driven in rcspon.se to 
domcstii and inicmational prices. 2293 


ASEAN after Crisis 

The question before ASEAN now is 
whether it .should continue on its old 
course of non-interference or rc-cncrgise 
ii.self through open political and economic 
debate among member states. 2304 









LETTERS TO EDITOR 


Good Neighbours 

AS a Ibriner I'reedom fighter of 1942 
vintage and septuagenarian pedant, who 
values academic and societal mores rather 
highly. I want to say that India may have 
won many a battle against Pakistan, but 
our country has lost a major war against 
extremes of national hatred, instant patrio¬ 
tism and derailment of amicable neigh¬ 
bourly relations. We. who participated 
really and effectively in the treedom 
movement had dreamt about free India 
fostering the cult and culture of good 
neighbourly relations between India and 
Pakistan. Our approach was cautious, since 
we believed that good fences make good 
neighbours and clear and well-defined 
borders could be demarcated bet ween India 
and Pakistan. 

But in India today, we search in vain for 
our cherished ideals of peaceful coexist¬ 
ence and beneficial mutual political and 
economic relations between India and 
Paki.stan. Amidst the debris of our dreams, 
wc find that the ruling cla.ss political par¬ 
ties and so-called Hindutva intoxicated 
knickcr brigades are spreading the virus 
of Jingoism and instant patriotism. In this 
political situation, wc arc ignoring the 
sane and sound voices of reason and a call 
lor ending the war hysteria and those who 
plead fur purposeful bilateral negotiations 
with Pakistan. Instead of brouhaha and 
hraggadacio, what we need today is a 
national and human approach to needs and 
aspirations of the people of Kashmir. Also 
India should demonstrate its core mana¬ 
gerial and diplomatic competence in tack¬ 
ling the Indo-Pak relations. Instead of 
focusing only on a show ol firmness and 
heartlessly hard approach to the border 
issues, the Indian political ruling class 


should adopt a more flexible policy of 
meaningful negotiations with Pakistan. 

We freedom fighters wanted to do to 
India and Pakistan what a spring does to 
cherry blossoms. (Pablo Neruda's meta¬ 
phor is a little changed here.) Wc then 
believed that there would emerge a viable 
framework for a co-operative confedera¬ 
tion between India and Pakistan. There is 
still some hope if the masses and people’s 
progressive movements in both the coun¬ 
tries compel the ruling classes in India and 
Pakistan to .seek people-friendly .solutions 
to Kashmir and Indo-Pak problems. But 
it is still possible to do enough, to quote 
Dag Hamniarkjold. On independence day, 
let the [leoplc of India and Pakistan cele¬ 
brate the glory and majesty of peace. 

JlTRNDRA DIIOI.AKIA 

Ahmedabad 

Adult Education 

WHATEVER the views of the researcher 
(April 10-16) in regard to adult education, 
I strongly di.sagrce with the author's 
assessment of total literacy campaign 
(TLC) in the light of my assessment of 
TLC in 11 di.stricts of Tamil Nadu at the 
instance of the National Literacy Mission 
and the Madras Institute of Development 
Studies (MIDS), Chennai. While doing so 
I had the privilege of watching at close 
quarters the functioning of the campaign 
which was in various stages of operation, 
some in campaign phase, others in the 
project preparation stage, but ail of them 
under the dynamic leadership of collec¬ 
tors who are now occupying very impor¬ 
tant and senior positions in the TN govern¬ 
ment and enthusiastic and committed 
volunteers (‘tannarva thondarkal’, ie, self- 
motivated young volunteers). The article 


has been uncharitable to the band of able 
district collectors like Sheila Sunkath and 
Busia Gandhi, at Pudukkottai and 
Muthuramaiinga Thevar. The collectors 
did not appear to have any difficulty in 
shaking off their bureaucratic mantle. 
In fact they appear to have carried their 
zeal for development work to the secre¬ 
tariat where they arc holding senior po¬ 
sitions. To my mind this was possible 
because the district collectors had a band 
of enthusiastic young men who did not 
hold an official position in the hierarchy. 
They readily rose to any occasion and 
ensured that there was a proper image of 
the campaign. Also all the directly re¬ 
cruited di.strict collectors had studied de¬ 
velopment economics and related areas in 
the course of their on-the-job training. 
Some wrote informative articles in learn¬ 
ed journals and published books which 
I had the privilege to review. I say this also 
on the basis of the numerous di.scus- 
sions that our team had with groups of 
persons from different walks of life; mu¬ 
nicipalities, panchayats, MLAs and ordi¬ 
nary citizens. Indeed the campaign pha.se 
of TLC continued right up to the end of 
teaching and learning. There are numer¬ 
ous instances of wholehearted participa¬ 
tion: In May when our team visited 
Tirunclvcli at about nixm a very large 
number of women under the shade of two 
or three trees were doing combined stu¬ 
dies. Wc had gone unannounced and each 
Ol ic of them showed us what they had learnt. 

But then in the end came the most 
disturbing question as to what use can this 
learning and literacy be put to unless there 
is some way of supplementing theirmeugre 
hou.schold income. Of course, the team 
was delighted to be told that the pawn¬ 
brokers can no longer dupe them. The 
question about earning income made us 
all uncomfortable hecau.se that was the 
real hitch, the failure to weave appropriate 
functionality adequately into the teach¬ 
ing-learning process in spite of the exist¬ 
ence of several programmes at the grass 
roots level for improving the lot of the 
poor and illiterate. This was due to the 
failure of the development activities and 
departments meant for the upliftment of 
the poor to come anywhere near the learn¬ 
ers. This was the most important failure 
of National Literacy Mission to which we 
drew attention resulting in a general cir¬ 
cular to all. Indeed a golden opportunity 
for effective implementation of all devel¬ 
opment programmes at the grass roots 
level was lost due to the absence of a well- 
thought-out .strategy to which the author 
has rightly referred. 

C B Padmanabhan 

Chennai 
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Nurturing the Money Market 


D evelopment of the money market in India has been 
one of the major goals of the Reserve Bank of India. 
For two reasons. One, because the shift from direct to 
indirect instruments of monetary policy, consequent on 
liberalisation and deregulation, has made a well-developed 
money market critical to the success of the central bank's 
open market operations. And two, because of the urgent 
need for a mechanism that provides reasonable access 
to suppliers and users of short-term funds to fulfil their 
borrowing and investment needs at an efficient market clear¬ 
ing price. 

Over a period of time, therefore, the bank has taken a 
number of steps to widen and deepen the money market. 
Indeed the last monetary policy announcement of the bank 
focused extensively on reforms in this area. Following the 
announcement, there have been a number of firsts. In May the 
bank conducted the first-ever price auction of government 
securities. In a price-auction, as distinct from the earlier 
auctions where bids were made based on expected yields, bids 
arc made in terms of the price which bidders are willing to pay 
for loans which have already been issued in the past. I'he 
biggest advantage of price auctions is that the re-issue of loans 
issued earlier results in the consolidation of outstanding loan 
balances. Consequently instead of having a large number of 
loans of different nomenclature, some with very little floating 
stock, it is possible to have a few loans with large floating 
stock needed for more efficient .secondary market trading and 
consequently better price discovery. Soon after, the bank 
came out with a calendtu- of Treasury bill auctions, thereby 
greatly improving on the present .system wherein sudden 
announcements of auctions take the markets by surprise and 
do not allow them to plan their strategy in advance. In early 
July, interest rate swaps and floating rate agreements (FRAs) 
were permitted, making it possible to shift from fixed to 
floating rates of interest and vice versa. 

And now, in what i.s perhaps a harbinger of the most 
important development in the money market during the year, 
the bank-appointed committee on repos has recommended 
a series of wide-ranging changes in the present regime. 
The report follows close on the heels of the lecent relax¬ 
ation allowing 35 non-bank entities to enter the repo market, 
albeit in a limited way. If and when the bank accepts the 
committee’s recommendations, it would be the first signifi¬ 
cant step towards dismantling the restrictions with which the 
bank had trussed up the repo market following the securities 
scam in 1992. 


Repos, or repurc.hase transactions, are money market trans¬ 
actions where funds are mobilised by selling securities and 
agreeing to repurchase them at a predetermined date and rate. 
The difference between the sale and repurchase price is the 
interest or earning for the period. Repos straddle both the 
securities and the pure money market as they combine ele¬ 
ments of both a .securities purchase/sale operation and also a 
money market borrowing/lending operation and are critical to 
facilitating smooth adjustment of short-term liquidity among 
participants in the money market. A reverse repo is the mirror 
image of a repo. Here securities are bought with a simulta¬ 
neous commitment to sell them back. Hence whether a trans¬ 
action is a repo or a reverse repo is determined only in terms 
of who initiates the first leg of tf^e transaction. As compared 
to pure call money and inter-corporate deposit markets where 
transactions are not backed by any security, the repo market 
is characterised by transactions which arc fully backed by 
securities. Con.sequently, counterparty risks are minimised. It 
is for this reason that repos are among the most popular money 
market instruments in the more developed markets. In India 
too, repos had become exceedingly popular in the late 80s/ 
early 90.s. 

However, in the panic that set in after the detection of 
widespread misuse of repos during the scam, the RBI had 
clamped down on the repo market. And though over the past 
few years there have been some relaxations from time to time, 
the plethora of restrictions had created a fragmented market 
with all its attendant inefficiencies. The prohibition on for¬ 
ward contracts under Section 16 of the Securities Contracts 
(Regulation) Act. 1956, also made matters difficult, bccau.se 
in terms of the government notification issued under this 
section of the act, read with the act’s Section 28, only certain 
permitted institutions were exempted from this ban and that 
too only in certain specified securities. In fact the special court 
looking into the scam-related developments held that all repo 
transactions undertaken by banks and institutions were illegal 
and void as they were prohibited under the SCRA and the 
government notification of June 1969. The result was that the 
RBI became completely paranoid about allowing repos on a 
large scale and even after it partially revoked its knee-jerk 
reaction of banning repos outright, it so knotted up the market 
with regulations that repos all but died. 

It is against this backdrop that the recommendations of the 
committee come as a breath of fresh air. The committee 
recognises that the first impediment to the development of a 
vibrant repo market is the GOI notification of June 1969 
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prohibiting forward transactions in securi¬ 
ties. Accordingly it calls for a repeal of the 
notification as also of the existing Public 
Debt Act 1 ‘>44, which does not recognise 
the existence of government securities in 
electronic form. With thc.se legal impedi¬ 
ments out 1)1 the way, the committee goes 
on to recommend a system of both ‘over- 
the-counter’ (OrC) and exchange traded 
repos. All entities who have both suKsid- 
iary general ledger (SGL) accounts and 
current accounts with the RBI will be 
allowed to undertake both repos as well as 
reverse repos in all government securities. 
For the moment, however, this will be 
permitted only in Mumbai. As far as other 
entities, including corporates, are con¬ 
cerned. they will be allowed to undertake 
repos and reverse repos in government 
securities, PSU bonds, private corporate 
debt securities and bonds issued by FIs 
provided these are held in demal form in a 
depository (.so that the problems associ¬ 
ated with physical transfer arc eliminated) 
and transactions are routed through an 
approved stock exchange with a well 
capitalised clearing corporation as 
the legal counterparty. Kssentially. there¬ 
fore, all debt pa|x.T will be eligible pro¬ 
vided it is in dematerialiscd form and 
certain other safeguards in tenns of uni¬ 
form accounting practices and daily mark¬ 
ing to market arc in place. The consequent 
spurt in the number of repos for varying 
maturities will effectively result in the 
emergence of a term structure of interest 
rates. This is critical to the growth not only 
of debt markets but also ot hedging instni- 
ments. 

While It is indisputable that the com¬ 
mittee's recommendations are a quantum 
jump from the position as it exists today, 
where the committee seems to have erred 
is in limiting ‘over the counter’ transac¬ 
tions to only those entities who have both 
SGL and current accounts with the RBI. It 
is an undisputed fact that .setting up an 
exchange, a clearing corporation, etc, will 
take a very long time and will cost a lot of 
money. In the meanwhile, the needs of the 
very large and significant non-bank finan¬ 
cial entities would not be met, defeating 
the very purpose of opening up the repo 
market. The RBI would, therefore, be well 
advised to consider allowing these entities 
to route their repo transactions through 
constituent SGL accounts with primary 
dealers. Even in the ca.se of OTC deals, 
there is no reason why such transactions 
should be limited only to what can be 
muted through RBI, Mumbai. It is time the 
bank took steps to expedite its long-pend¬ 
ing plans of computerising its functions 
and bringing ab<>ut connectivity between 
its various offices so that transactions are 
not restricted only to Mumbai. Only then 
will the repo markci come ol age. 


AFHRM A-nVE ACTION 

Changing Context 

THE Supreme Court pronouncement on 
reservation in super specialties, being 
hailed as a landmark judgment, is in fact 
nothing of that sort. It is a vivid indicator 
of both the limitations of institutions like 
the courts of law and the problems that 
affirmative action is likely to throw up in 
the course of the changes that its own 
impact on society brings about. A five- 
judge Constitution bench of the Supreme 
Court has ruled that the purpose of reser¬ 
vation was to ensure that reserved 
category candidates should not be denied 
the opportunity of benefiting from post¬ 
graduate medical courses and that they 
come up to .such standards as were ex¬ 
pected of medical graduates with such 
qualifications. While general category 
candidates did not suffer from any social 
disability, the special opportunity provided 
by reservations could not be made avail¬ 
able to those who were substantially be¬ 
low the levels prescribed for the general 
category. Such candidates would not, the 
court has decided, be able to fully benefit 
from specialised training designed to pro¬ 
duce “high calibre well-trained profes¬ 
sionals for the benefit of the public”. It 
struck down the UP and the Madhya 
Pradesh acts which had prescribed what 
the bench thought were unreasonably 
low qualifying grades for the reserved 
category. 

Certainly, on first reading it does seem 
like a pragmatic decision. But it raises far 
more questions than it resolves. First, it 
assumes that reserved category students, 
suffering from social disadvantages and 
therefore unable to compete in the general 
category, will not be able to emerge as 
high calibre well-trained professionals. 
After all, these same students will have 
completed the first level of the profes¬ 
sional medical course and will presum¬ 
ably be “rendering service to society’’ at 
that level. Is there an invi.sible barrier to 
their “fully benefiting” fmm the specialised 
training at the later stage'.' If poorer grades 
prc.sent a barrier to the pursuit of training, 
then it would be the .same whether in the 
lower or higher levels of professional train¬ 
ing. Surely, well-trained profes.sionals are 
needed at : 'l levels - as general practi¬ 
tioners, service engineers, accountants, 
nurses, etc. Are we to interpret the judg- 
menl to mean that unfit professionals may 
be tolerated at lower levels but not at 
higher ones? 

The bench could have instead elabo¬ 
rated on a more logical line of reasoning: 
that it would be reasonable to as.sumc that 
the .social disadvantages that the reserved 
candidates suffered from would have been 


somewhat mitigated by the time they 
arrived at the higher levels of professional 
training, hence making it unnecessary to 
artificially create a level playing field. 
That it has not sought to give an explana¬ 
tion along the.se lines partially indicates 
the court’s dilemma. Tbe purview of the 
court is after all to rule on the immediate 
matter of the validity of reservations. And 
while it can make predictions of outcomes, 
it dues not deliberate upon the impact of 
affirmative action .so far. It is in this sense 
caught in the same maze that the socio¬ 
political system is trapped in - while one 
way of mitigating social disability is by 
affirmative action, how is its impact to be 
monitored'.' When do wc declare that a 
level playing field has been achieved? Has 
affirmative action become an excuse for 
the absence of social and developmental 
programmes which would make such 
‘reservations’ unnecessary? Today with 
the socially deprived, the scheduled castes 
and tribes and the backward caste.s, 
accessing political power in an enduring 
way, partly because of the state’s affirma¬ 
tive provisions but essentially becau.se of 
transformations at the societal level, the 
issue of the legitimacy of reservations 
will come up more and more frequently. 
And as often as not, it will be the judicia' 
system which will have to be deliberat¬ 
ing on the matter. This is reason enough 
to seek some clarity on what kind of 
role the courts will play in the circum¬ 
stances. For this institution is in the pecu¬ 
liar position of being able to initiate, and 
has in the past prompted societal reform; 
but equally it can become moribund and 
choose to be dictated by a limited, even 
technical perspective. Is the recent judg¬ 
ment indicative of a trend in the laber 
direction? 

TRADE TALKS 

Time to Get Serious 

THE ministerial meeting of the G-1 5 coun¬ 
tries in Bangalore next week is being 
dressed up to look like a major milestone 
in the supposed efforts of the developing 
countries, whom the G-15 is supposed to 
repre.sent, to evolve a common approach 
to the industrial countries’ push for a new 
round of multilateral trade negotiations, 
the so-called Millennium Round, which 
will come up for discussion at the meeting 
of the 134-member countries of the World 
Trade Organisation (WTO) in Seattle in 
November. It can confidently be predicted, 
however, that it will be nothing of the sort. 
There are many reasons for this, including 
above all that the quest for the will-o’ -the- 
wisp of a common position of so large and 
diverse a group as the developing coun¬ 
tries on fresh trade negotiations as a whole 
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(as distinct from possible commonality of 
interests among specific sub-groups of 
countries on particular issues forming part 
of such negotiations) was a futile exercise 
to start with. That this doomed objective 
has nevertheless been so ardently clasped 
to its bosom by the government of India 
reflects the partiality of the prc.scnt leader¬ 
ship of the government’s ministry of com¬ 
merce for demagoguery, a typical example 
of which was the commerce secretary's 
claim last month, widely quoted in the 
press, that India had been, alas, misled into 
signing the WTO agreement. 

The commerce minister and his officials 
have over the past many months sought to 
give the impression, without however say¬ 
ing so categorically, that the government 
they speak for is opposed to a fresh round 
of trade negotiations. In support of their 
position they have advanced arguments 
such as that there is a heavy overhang of 
commitments yet to be fulfilled arising out 
of the WTO agreement and that the devel¬ 
oped countries have been dragging their 
feet on their existing trade liberalisation 
obligations. However, these arguments do 
not cut much ice The WTO agreement 
specifies timetables for the fulfilment of 
different obligations by different groups 
of countries as well as provides forforums 
and procedures for action in respect of 
recalcitrants. This is not to deny that there 
still remain very serious problems of mar¬ 
ket access all round, including for particu¬ 
lar goods and services of the poorer coun¬ 
tries including India. But to deal with them 
It IS imperative that the international ef¬ 
forts to progressively liberalise trade are 
continued. 

If by Its political posturing, the com¬ 
merce ministry was trying to test the waters 
of international support, among the 
developing countries in particular, it must 
have got all the answers it was seeking, 
riie response to the Bangalotc meeting of 
the G-1 .“i must itself be reckoned to be a 
reliable straw poll: only eight of the 17 
countries constituting the group have even 
bothered to send ministerial level delega¬ 
tions to the meeting. Clearly, unless the 
new government which lakes office after 
the coming parliamentary election changes 
lack on international trade issues, there is 
a real danger of our fulni’nations against 
the WTO and the richer countries being 
seen as ah attempt really to cover up the 
fact that India continues to be among the 
most protected markets among any group 
of countries, rich or poor. 

Shorn ol political hyperbole, there arc a 
number of issues which call for serious 
consideration in the context of the Seattle 
conference and on which India should, 
and could, niubili.se opinion among like- 
minded countries. Most important of these 
is the developed countries’ attempt to link 


trade liberalisation to international accep¬ 
tance and enforcement of universal norms 
in regard to such matters as employment 
of child labour or labour and environmen¬ 
tal standards. These demands, strenuously 
lobbied for by NGOs and labour unions in 
the rich countries as well as some of their 
older and less competitive industries, arc 
little short of a campaign to shut out ex¬ 
ports from the developing countries by 
negating significant cost advantages they 
enjoy. The issue is not the de.sirability by 
themselves of the norms sought to be 
prescribed, but that the attempt to enforce 
them through what amounts to imposing 
trade sanctions against the poorer coun¬ 
tries deserves to be resisted and rejected. It 
needs to be recognised instead that to be 
able to introduce these norms the poorer 
countries need to raise their incomes and 
productivity levels, lo which expansion of 
their trading opportunities should be ex¬ 
pected to make an important contribution. 
Clearly, any allcmpt to further restrict 
theii market access in the name of so- 
called .social clau.scs will be a retrograde 
step even from the standpoint of the social 
objectives .sought to be achieved. But to 
address the.se and other real i.ssues mean¬ 
ingfully and effectively, the new govern¬ 
ment due lo take office in Delhi in a few 
weeks will need to make a clean break 
with the empty i hcloric of the recent past 
and get serious about global trade negotia¬ 
tions which will go on, whether we like it 
or not. 

ANDHRA PRADKSH 

Bipolar Contest 

WITH the finali.saiion of the seat-sharing 
arrangement between the Tclugu Desam 
Party (TDP)and the Bharatiya Janata Party 
(BJP) for the Lok Sabha and state assem¬ 
bly polls, Andhra Pradesh is ail set to 
witness an essentially bipolar contest 
between the ruling 'roP and the Congress. 
A host of non-Congress. non-TDP-BJP 
parties in the state stand in danger of 
being squeezed (>ut of the political space 
even before the battle has begun. Some 
veterans like S Jaipal Reddy of the Janata 
Dai(S) and C Rajeswar Rao of the CPI, 
having read the writing on the wall, have 
either joined one or the other of the two 
formations or vacated their seats in their 
favour. 

Though the TDP and the BJP were both 
on the look-out for allies to fight the Con¬ 
gress in the state, the final scat-sharing 
agreement reached between the two shows 
that it is the BJi’ which has had to yield 
ground. Despite its steady growth in the 
slate, especially in the coastal Andhra and 
Telangana regions, the BJP is nowhere 
near being a force strong enough to fight 


elections on its own. Differing with the 
party ’ s state leadership, the central leader¬ 
ship of the BJP reckoned that having an 
ally in the TDP, even though the latter was 
not a part of the NDA, would not only 
enable the BJP to range one more party 
against the Congress in the post-poll 
scenario, it would also help to consolidate 
the anti-Congress vote in the .state where 
the Congress has remained strong. Only 
against such calculations dws the BJP 
settling for just eight Lok Sabha and 25 
assembly .seats (out of a total of294) make 
sense. On the other hand, it was equally 
essential for TDP leader Chandrahabu 
Naidu to project the impression that he had 
not given in to the BJP, especially in order 
not to lose support altogether among Mus¬ 
lim voters who can be decisive in quite a 
few parliamentary anti assembly constitu¬ 
encies. Naidu also put ol'f his decision to 
align with the BJP almost to the last 
moment so that even if there was dis.scn- 
sion within his party over the decision, it 
would not have time to crystallise into 
organised opposition and affect the TDP's 
electoral prospects significantly. 

Be.sidcs Muslims, women, especially 
rural poor women, arc another important 
constituency that has been known to tilt 
electoral outcomes in Andhra Pradesh. 
Aware that the ending of the rice subsidy 
scheme and the scrapping of prohibition 
have alienated large sections of women, 
Naidu had to come up with a populist 
.scheme such as ‘Deepam’ to supply 
subsidised gas connections to 10 lakh 
women below the poverty line. Though 
the scheme lan into rough weather with 
the Election Commission and has had to 
be put off, Naidu has given si/eablc repre¬ 
sentation lo women among his parly's 
candidates, since the Congress, with Sonia 
Gandhi as its leader, is I'xpeeicd to play the 
women card in the elections The TDP has 
put up new women candidates for the 
Jukkal, Paras athipurani.S Koia.indPaderu 
assembly seats and for the Khammam and 
Guntur parliamentary scats 
■(■he Congress, though better placed in 
Andhra Pradesh than in the other southern 
states. IS plagued by dissensions which 
took an acrimonious turn when the Con¬ 
gress legislature party leader, P Jaaardhan 
Reddy, chose lo defy the Prailesh Con¬ 
gress Committee piesideni Y S 
Rajashekhar Reddy and launch his own 
separate election campaign. The party has 
also witnessed bickering over the large 
reprc.scntation given to Rayalasccma in 
the parly's election and campaign eom- 
miliees. If Chandrahabu Naidu has to cope 
with the anti-incumbeney factor, the Con¬ 
gress leadership, with its infamous record 
of frc(|ucnt change of chief ministers when 
in pi'wer. has the problem of containing 
factionalism within the parly. 
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CURRENT STATISTICS _ EPW Research Fcwindation 

The rise in the WPI han been exceptionally low; even the increases in the three consumer price indices have come dowm sharply, the 12-month rise in 
them ranging from .“i.S to 6.7 per cent compared with 8.9 to 12.4 per cent in the previous l2-mtwth period. Apart from a very low rise in the WPI of 
‘food articles', there has been a significant fall in the index of manufactured food products. The WP food index thus shows a rise of only l.l per cent 
m the past 12 months tn contrast to a 12.3 per cent increase in the preceding 12 months. 

Macroeconomic Indicators 


Variation (Per Cent): Point-ti>-Point 


Index Numbers of Wholesale 

Prices (I9K1-K2 = lOU) 

Weights 

July .11. 
1999 

Over 

Month 

Over 12 Months Fiscal Year So Far 
Latest Previous 1999 2000 1998-99 

1998-99 

1997-98 

1996-97 

1995-96 

All Commodities 

100.00 

357.7 

0 2 

1.6 

8.1 

1.0 

4.4 

5.0 

5.3 

6.9 

5.0 

Primary Articles 

32..30 

3819 

0 6 

1.6 

12.7 

1.0 

8.6 

9.3 

5.5 

7.0 

5.4 

FiKid Articles 

I7..39 

452.2 

l.l 

3.1 

14.3 

30 

II 5 

11.7 

4.0 

9.6 

9.8 

Non-Food Articles 

10.08 

370.5 

-4).l 

-1.9 

12.3 

■3.3 

5.9 

75 

8.5 

3.5 

-1.9 

Fuel. Power, Light and l.ubncanis 

10.66 

397.2 

0.7 

4.6 

8.8 

4.7 

-l.l 

-1.2 

11.4 

16.9 

3.7 

Manufactured Products 

57.04 

335 5 

-0 1 

1.0 

5.2 

0.2 

3.1 

3.8 

4.0 

4.9 

5.0 

FikxI Products 

10.14 

339 2 

-1.5 

-3.3 

8.2 

-0.8 

7.6 

49 

5.5 

14.1 

-0.7 

Food Index (computed) 

All Commodities (weekly average basis) 

27 51 

4106 

0.3 

l.l 

12.3 

1 8 

10 2 

9.5 

4.5 

11.1 

6.3 

(April 3-July 31, 1999) 

100.00 

3.56.7 

0.2 

5.5 

5.4 

3 1 

7.1 

6.9 

4.8 

6.4 

7.8 


Cnst of Using IniUres 

i^atest 

Month 



Vanation (Per Cenl): Poinl-to-Point 




Over 

Month 

Over 12 Months 
Latest Previous 

_ BscaLYt 
1999-2000 

!ar So Far 1998-99 
1998-99 

1997-98 1996-97 1995-96 

1994-95 

Industrial Workers (1982=100) 



5 3 12.4 



8.9 

8.3 



9.7 

Urban Non-Man Emp (1984-85=100) 



61 10.5 



9.0 

72 



9.9 

Agn Lab (1986-87=100) (Link latior 5.89) 



6 7 8.9 



8.8 

38 



11.1 

Money and Banking (R.s crore) 




Vanation 







July 16, 



Fiscal Year So Far 







1999 

Over Month 

Over Year 

1999-2000 

1998-99 

1998-99 

1997-98 


1996-97 


Money Supply (Mr) 

I0I640I«« 

-283l(-0.3) 

1.58464(18.5) 

50252(5.2) 

37653(4 6) 

14.586.5(17.8) 

118436(16.9) 

97841(16.2) 

Currency with Public 

182878 

-2264(-l.2) 

27602(17.8) 

12759(7.5) 

9272(6.4) 

2411.5(16.5) 

13917(10 5) 

1.3829(11.7) 

Deposit with Banks 

828638 

-329(neg) 

130472(18.7) 

36419(4 6) 

27427(4.1) 

12i479(18 1) 

104173(18.4) 

84162(17.5) 

Net Bank Credit to Govt 

419192 

7088( 1 7) 

51412(14.0) 

32520(8 4) 

37189(11.2) 

56080(17.0) 

41972(14.5) 

30840(12.0) 

Bank Credit to Cmnnil Sector 

498379 

9103(1.9) 

642.59(14.8) 

11436(2.3) 

1381(0.3) 

54204(12.5) 

56432(15 0) 

31659(9.2) 

Net Foreign FJicliangc Assets 

153205 

-10n(-4).7) 

27387(21.8) 

4572(3.1) 

-7.52(-().6) 

22064(17.4) 

21073(20.0) 

23.356(28.4) 

Reserve Money ;July 30) 

255995 

-5329(-2 0) 

3121.3(13.9) 

-3225( 1.7) 

-l620(-4).7) 

32818(14.5) 

26417(13 1) 

5527(2 8) 

Net RBI Credit to Centre $ 

1.54329 

-2366(-l 5) 

4397(2.9) 

8913(6 1) 

16316(12 2) 

11799(8 8) 

12914(10.7) 

19.34(1.6) 

RBI Credit to Bks/Coinm Sector 

18077 

-3490(-16.2) 

4109(29.4) 

-74I0(-29.1) 

-L3l4(-8.6) 

10205(66.8) 

2029(15.3) 

-15557(-.54.0) 

Scheduled Commercial Banks (July .30) 









Depo.siLs 

740578(<e 

8806(0 6) 

113932(18.2) 

31485(4 4) 

28161(4 7) 

118837(19.9) 

92886(18.4) 

7I780(16..5) 

Advances 

372028 

2657(0 7) 

48978(15.2) 

6025(1 6) 

-I029(-0.3) 

41924(12 9) 

45677(16 4) 

24387(9 6) 

Non-Food Advances 

.349537 

21.57(06) 

43945(14.4) 

.349(0.1) 

-6001( -1 9) 

37593(12 1) 

40790(1.5.1) 

26580(10.9) 

Inve.slincnts (for SLR purposes) 

281298 

4235(1 5) 

43208(18.1) 

27179(10.7) 

19.385(8 91 

.3.5414(16 2) 

28192(14.8) 

25731(15 6) 

Commercial Inve.siiiK'nIs and 









bills rediscounted with FIs 

52659 

2086(4 1) 

15803(42.9) 

3915(8.0) 

4991(15.7) 

16879(53.0) 

12324(63 1) 

4168(27.1) 


@ Includes Rs 17,94.5 crore on acuiuiil of proceeds Irom RIBs since AugusI 28. 1998; excluding them the year-on-year and the 1998 -99 liscnl year growth of money supply 
would be 16.4 per cent ami 15 6 per cent, respecuvely. Likewise, bank dcpiMb willioul KIBs grew by IS 7 per cent and 15 5 per cent, respeclively 5 alter closure of govt accixinls. 


Index Numbers of IndiLstrial 

May Fiscal Year .So Far 


Full Fiscal Year Averages 


Production (1993-94=100) 

WcigiKs 

1999 r999-200( 

19^8 99 

1998-<)9 1997-98 

l9%-97 1995-96 

1994 95 

General Index 

Mimng and (Juanyiiig 
Manufa>.>unng 

Klectneity 

100 00 
1047 
79,36 
10 17 

147 9 146 7(6.3) 138 0(8.2) 

119.0 116 0(-()2) 116 2(2 6) 

1519 1.509(7 2) 1407'8 1) 

146 2 145 1(4,0) I.39.5(I4..5) 

142.8(3.8) 1.37.6(6 6) 

120.3(-L7) 122.4(5.9) 

146.3(4.1) 140.6(6 7) 

1.38.4(6.5) 1300(6 6) 

129.0(5.5) 122 3(12.8) 

ll5 6(-2.0) 117.9(9 6) 

131.8(6 7) 123.-5(1.3.8) 

121.9(3.9) 117.3(8.1) 

108.4(8,4) 
107 617.6) 
108.5(8.5) 
108.5(8.5) 



August 14. Month 

Year 1999-2000 So Far 1998-99 

End ol Fiscal Year 

Capital Market 


1999 Ago 

Ago Trough Peak Trough 

Peak 

1998-99 1997-98 

19%-97 

BSE Sensitive Index (1978-79=100) 
BSF.-lOO (1983-84=100) 

BSE-2(X) (1989-90=100) 

S and P CNX-.50 (Nov 3, 1995=1000) 
Skindia GDR 'ndcx(Jan2. 1995=I()(X)) 

4488(51.2) 4710 
1990(.50.1) 2031 
455(48 3) 465 

1292(49.5) 1335 

836(46.2) 980 

2969(-3L.3) 3245 4729 2783 

n26(-29 5) 1409 2047 1242 

307(-26 8) 322 468 289 

864(-29 6) 931 1349 812 

572 .581 980 515 

4281 

1890 

429 

1213 

1015 

3740(-3 9) .389.3(15.8) 

l651(-2.7) 1697(15.9) 

380(0.8) 377(14.9) 

l078(-.3.5) 1117(15.4) 

653(-30.5) 940(1.1) 

3361 (-0.2) 
1464(-5.5) 
328(-5.0) 

%8 

930(-4.4) 

Foreign Trade 

June 

Fiscal Year So Far 

Full Fiscal Year 



1999 

19“9-2000 

1998-99 

1998-99 

1997-98 1996-97 

1995 % 

F.xports' Rs emre 

US $ inn 

Imports Rs crore 

US 5 mn 

Non-KJL US 5 mn 
Balance ofTrade: Rs crore 
US $ mn 

11247 

2607 

15705 

3641 

2867 

-4458 

-1033 

34241(8 0) 
7983(3.0) 
44410(3 4) 
!03.54(-L3) 
8328(-9.0) 
-10169 
-2.371 

.31717(4.1) 
/747(-8 9) 
429.34(1 *1 5) 
10487(4.6) 
9174(22.7) 
-II2I8 
-2740 

141604(8 8) 
.33613(-3.9) 
176099(14.2) 
41802(0.9) 
35928(10.3) 
-34495 . 

-8188 

130101(9.5) 118817(117) 

34976(4 5) 33470(5.3) 

154176(11.0) 138920(13.2) 

41449(5.9) 39132(6.7) 

32526(11.9) 29096(-0.2) 

-24076 -20102 

-6472 -5663 

10635.3(28.6) 

31797(20.8) 

122678(36.-3) 

36678(28.0) 

29152(28.3) 

-16325 

-4881 


Augu.st 6, 

August 7, March 31, 


Vanaiiun Over 



Exchange 

ReNervwi (excluding gtilil) 

1999 

1998 1999 

Month Year 

Ago Ago 

Fiscal Year So Far 
1999-2000 1998-99 

1998-99 1997-98 l9%-97 1995-% 1994-95 

Rs crore 

US $ inn 

133635 

30756 

102367 125446 

24096 29530 

2604 31268 

558 6660 

8189 -144 

1226 -1880 

22935 22137 21649 -7302 18402 
3554 3607 5243 -.3690 5640 


Nous- (I) Su|)crscnpi numeral deiuitcs month In which figure relates e g, supersenpt .3 stands for March; (ii) Figures in brackels are percentage variations over the specified 
or over the i <imp.irahle pennd of ihc previous year neg. negligible • unchanged 
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COMPANIES 


EPW Research Foundation 


COLOllR-CHHM 

Mixed Performance 

SPECIALITY chemicals major, Colour- 
Chem. has five divisions - fine chemicals, 
pigments and additives, leathcrchemicals, 
textile chemicals, cellulo.se ethers and 
polymerisates. The company got out of 
the textile dyes business in 199.5 in line 
with the global strategy of its then parent 
company Hoechst AG, which held 50 per 
cent stake in the company. The .said 
business was transferred to DyStar India, 
which was a 100 per cent .subsidiary of 
DyStar GmbH, a 50:50 joint venture of 
Hoechst AG and Bayer AG. However, 
since it was not possible to transfer the 
assets, Colour-Chcm signed a toll 
manufacturing agreement with DyStar to 
manufacture dyes for a conversion fee 
that covers the fixed and variable costs 
and includes a margin. 

With Hoechst AG now spinning off its 
speciali ty chemicals di vision and merging 
It with Clariant AG, the shares held by 
the lonner in Colour-Chem too arc to be 
transferred to ( 'lariant. However, although 
the merger to Colour-Chcm and Clariant 
India (Clariant AG's branch in the country) 
could result in synergies, the conllict in 
intere.st due to the textiles dye business 
has indefinitely deferred this move. 

Meanwhile, Colour-Chcm witnessed a 
mixed perlormancc during the year, 
1998-99. While net sales declined by 
8.2 per cent over the previous year, 
operating profit was higher by 71.8 per 
cent during the same period. However, a 
huge non-operating expenditure on 
account of its voluntary retirement scheme 
almost wiped out its profits during the 
year with its bottom line declining by 
9.^.7 percent. Despite the gloomy picture 
put forward by these figures, a closer look 
at the company's profit and loss account 
suggests that l nings arc not as bad as they 
seem. If one were to exclude the previous 
year's non-operating income of Rs 29.5 
crore (compensation for assignment of 
textile dye business) and the Rs 27.1 crore 
payment/provision for voluntary retire¬ 
ment scheme during 1998-99, the 
company’s net profit .scenario would 
sharply change for the better, showing a 
sigiulicant improvement in its perform¬ 
ance during this period. Despite this, it 
IS a fact that the weak economies in Asia 
Pacific, Latin Ami'rica and Europe are 


resulting in a rough time for companies 
engaged in manufacturing speciality 
chemicals. However, the silver lining for 
the company is that it has already spent 
a large amount on its restructuring 
programme, which entails strategic cost 
reduction through closures and out- 
.sourcing. relocation ofitsmarketing office 
and closure of its hydrogen plant, not to 
mention the voluntary retirement scheme. 
This being a non-recunring expenditure, 
things could brighten up for the company 
in the coming years when its efforts bear 
fruil. 

TELCO 

Bumping Along 

Tata Engineering and Locomotive 
Company (Telco), the country’s largc.st 
truck maker, is on a bumpy ride following 
a slowdown in the economy. To make 
matters worse, the commercial vehicle 
segment, where the company is the market 
leader, was most affected by this slow¬ 
down and the market for these vehicles 
diminished by 9 percent over the previous 
year. (This fall was even steeper at 35 per 
cent a year earlier.) 

Following the alarming build-up of 
inventory, the company decided to curtail 
production significantly during the first 
half of 1998-99 to remedy the situation. 
However, this meant maintaining dealer 
inventories at lower levels, and a con¬ 
sequent decline in sale of medium and 
heavy commercial vehicles during this 
period (down 49 per cent). As a result, 
its market shaie in this segment fell by 
11 per cent during the first six months of 
the year. Although the company did 
manage to increase its market share in this 
section by 4 per cent in the second half 
of the year, taking its total market share 
to 66 per cent, the damage had already 
been done. Net sales for the year fell 
by 10.7 per cent over the previous year, 
1997-98, while operating profit declined 
by 24.3 per 'em during the same period. 
A sharp increase in interest cost (up 27.9 
percent) and an 8.5 percent higher depreci¬ 
ation took its toll on the company’s bot¬ 
tom line, which crashed by 66.8 per cent 
during the year under review. Earnings 
per share dived from Rs 11.5 during 
1997-98 to a incrc Rs 3.8 during 1998-99, 
and the company decided to trim the 
dividend rate to 30 per cent (1997-98: 50 


per cent) as a damage-control measure. 
In the light commercial vehicles segment, 
too, the company witnessed a 3 per cent 
fall in sales, while it underperformed the 
market in the multi-utility vehicle segment 
by posting a 5 per cent fall in market share 
to 28 per cent. 

Ironically, while Telco’s high degree of 
vertical integration is a boon for it in 
better times, this very factor is responsible 
for the company’s underperformance in 
trying times. While it reaps all the benefits 
of producing virtually all its components 
in-house, the advantage turns into its 
Achilles heel when the going gets tough 
with the adverse situation magnifying 
itself all along the value chain. In an 
attempt to shake off its unwanted tlab. the 
company is now planning to apply a 
strategy that is expected to transform it 
from a domestic truck maker to a world- 
class automotive company. The launch of 
the company’s .small car. the Tata Indica, 
in December 1998, was the first move in 
this direction. Realising its weakness. 
Telco has also decided to embrace 
outsourcing and shun high levels of 
vertical integration. Meanwhile, the 
outlook for the current year. 1999-2(M)(), 
too appears bleak. The company has 
reportedly been saddled with a spate of 
cancellations of its Indica bookings (down 
15 per cent) owing to delay in delivery. 
The company's sale of cars declined to 
1,737 in April this year from 2,342 during 
the previous month. The bulk of Telco's 
passenger car sales volumes come from 
Indica, wilt, the Sierra and Estate contri¬ 
buting minor volumes. In the medium and 
heavy commercial vehicle segment, tixi, 
sales declined from 9,745 units in March 
1999 to 3,064 units in April, while that 
of light commercial vehicles fell from 
4,374 units to 1,814 units during the same 
period. Though April is generally 
considered to be a lean period for the 
company, the near future appears gloomy 
for Telco, especially since the automotive 
sector has not shown any major signs of 
recovery. 

HERO HONDA 

On Full Speed 

Hero Honda, the largest manufacturer of 
motorcycles in the country, is a 50:50 
joint venture between the Munjals and 
Honda Motor Company of Japan. The 
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The Week's Companies 


(Rs takh) 


Financial Indicators 

Colour-Chem 

Telco 

Hero Honda 

March 

1999 

March 

1998 

March 

1999 

March 

1998 

March 

1999 

March 

1998 

Incomc/appropriations 

1 Net sales 

29490 

32138 

567582 

635725 

152915 

114267 

2 Value of production 

29563 

31384 

.562.593 

634847 

153818 

114624 

3 Other Income 

12.52 

1722 

13361 

8101 

1778 

1077 

4 Total income 

.30815 

33106 

.57.5954 

642948 

155.596 

11.5701 

S Raw materials/storcs and 
spares consumed 

12376 

13263 

362452 

411.581 

108725 

81646 

6 Other manufacturing expenses 

53.36 

9058 

55894 

58662 

5579 

4164 

7 Remuneration to employees 

3996 

3714 

69490 

60937 

6172 

4921 

8 Other expenses 

4406 

4335 

19438 

21024 

14460 

III7I 

•1 Operating profit 

4701 

2736 

68680 

90744 

20660 

1.3799 

to Interest 

834 

978 

40574 

31728 

762 

791 

11 Gross profit 

1411 

6276 

38887 

58(.90 

19515 

128.33 

12 Depreciation 

1131 

1007 

28132 

25924 

2242 

1879 

13 Profit before tax 

280 

5269 

10755 

32766 

17273 

109.54 

14 Tax provision 

30 

1325 

970 

3300 

5136 

3294 

I.S Profit after tax 

250 

3944 

9785 

29466 

12137 

7660 

16 Dividends 

840 

2050 

8520 

1.5484 

2778 

879 

17 Retained profit 

-590 

1894 

1265 

1.3982 

9359 

6781 

I.iabilities/asscts 

18 I’aid-up capital 

1165 

1165 

25.590 

25.588 

3994 

1997 

14 Reserves and surplus 

11424 

12014 

350505 

3499.30 

26064 

18702 

20 Long-temt loans 

5485 

5793 

259441 

231605 

7207 

9215 

21 Short-term loans 

1416 

2433 

85082 

99269 

2949 

960 

22 Of which bank borrowings 

1416 

2433 

72428 

98728 

948 

7 

23 Gross fixed assets 

I8I8K 

17.526 

569865 

48707.3 

41607 

.30991 

24 Accumulated depreciation 

8253 

7185 

165334 

141899 

10744 

9458 

25 Inventories 

4937 

4984 

85611 

965<;5 

13.599 

9018 

26 Total asscis/liahdilies 

24735 

26820 

1023580 

894032 

67720 

46477 

Miscellaneous items 

27 I:xcise duty 

3769 

3699 

91875 

96980 

288 

266 

28 Gross value added 

3607 

15.344 

147928 

144011 

25778 

18,57.3 

29 Total foreign exchange income 

7.592 

11400 

53202 

6,3388 

4647 

6132 

30 Total foreign exchange outgo 

2488 

.3665 

74764 

74279 

2.3558 

13179 

Key financial and performance ratios 

31 Turnover ratio 

Isales to total .issets) (%) 119.22 

119,83 

55 45 

71 1! 

225 80 

245.86 

32 Sales to total net assets (%) 

151.31 

150.14 

78 76 

90 00 

380.25 

370.11 

3 3 Gloss value added to 
gross fixed a.sscl.s (%) 

19.8.3 

87.55 

25 96 

29.57 

61.96 

59 93 

34 Return on investment 

(gros. profit to total assets) (%) 

5 70 

23 40 

3.80 

6 56 

28.82 

27 61 

3.5 Gross profit lo sales 
(gross niiu-gin) (%) 

4 78 

19.53 

6.85 

9 23 

12.76 

11.23 

36 Operating profit to sales (%) 

15.94 

8.51 

12 10 

14 27 

1351 

12.08 

37 I’lofit before tax io sales (%) 

0 95 

16..39 

1 89 

5.15 

11 30 

9 59 

38 Tax proviston to 

profit before tax (9t') 

i071 

25.15 

9 02 

10 07 

29.73 

30.07 

39 Profit after tax to net worth 
(return on equity) {%) 

1.99 

29.93 

2.60 

7.85 

40.38 

37.01 

40 Dividend Ca ) 

65.00 

160.00 

30 00 

'5 00 

75.00 

40 00 

41 naming per share (Rs) 

21 46 

338.54 

3.82 

11 52 

30..39 

38..36 

42 liook value per share (Rs) 

1080 60 

1131.24 

146.97 

i46 76 

75.26 

10 3 65 

43 P/E ratio 

130 76 

NA 

67.73 

NA 

45.64 

NA 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

43.57 

43 96 

68 98 

61 68 

23.98 

44.52 

45 Short-tenn bank borrowings 
to inventories (%) 

28.68 

48.82 

84.60 

102.21 

6.97 

0 08 

46 Sundry creditors to 
sundry debtors (%) 

71.44 

67.01 

74.48 

55.66 

519.77 

222 1.3 

47 Total remuneration to employees 
to value added (%) 

110.78 

24.20 

46.98 

42.31 

23 94 

26.50 

48 Total remuneration to employees 
to value of production t%) 

13.52 

11.83 

I2..35 

9 60 

4.01 

4 29 

49 Gross fixed assets formation (%) 

3.78 

12.66 

17 00 

16 47 

34 26 

1.3 83 

50 Growth in inventories (%) 

-0.94 

-14.93 

-11..37 

-15.50 

50.80 

32 27 


NA- means not availab'e. 


company has been going from strength 
to strength and had, only last year, declared 
a bonus issue to reward it shareholders 
and to affirm its good fortune. During the 
year, 1998-99, while net sales were higher 
by 33.8 per cent over the previous year, 
1997-98, the company’s operating profit 
jumped by 49.7 per cent, reflecting its 
improved operating efficiency, not to 
mention the considerable benefits derived 
out of its expanded capacity and its state- 
of-the-art plants in Gurgaon and Dharu- 
hera consistently raising output. Though 
intere.st charges were higher by 19.3 per 
cent and tax provision increased by 
55.9 per cent during this period, the 
company’s bottom line advanced by 58.5 
percent. Encouraged by its perlormancc. 
Hero Honda raised its dividend rate 
from 40 per cent last year to 75 per cent 
on the post-bonusequity, entailing a higher 
outgo. 

The company has become the first and 
only motorcycle manufacturer in the 
country to touch record sales of 5,30,545 
units during the year under review, which 
was a growth of 30 per cent over the 
previous year. To capitalise on the good 
demand for i,t.s vehicles. Hero Honda has 
now drawn up plans to invest around 
Rs 300 crore over the next three years in 
line with its strategy to roll out a new 
motorcycle mixlel every year, llie company 
seems to be determined to maintain its 
leadership position in the four-stroke 
motorcycles segment by offering choice 
and upgraded models to its customers. 
It had already launched a powerful 
156 CC sporty-look motorcycle ‘CBZ’ 
in 1998-99 mainly to attract the young. 
The new models which will be introduced 
are expected to be m the range of 100- 
156 CC and arc to he more technologically 
advanced than the existing 100 CC 
models. Howevei, they will be priced 
lower than the CBZ model. 

Mean while. Hero Honda’s joint venture 
partner. Honda Motor Company, is 
planning to go solo on its scooter pro¬ 
ject after burning its fingers in its earlier 
scootei joint venture with the Firodias 
of the Kinetic group. Reports suggest 
that these scooters will be produced by 
Its other local venture. Honda Siel Cars 
India. However, the Japanese company 
will have to obtain a no objection ccrti- 
ficat-' from the Munjals for the same as 
according to the shareholder agreement 
between the Munjals and Honda. Hero 
Honda has the right to manufacture all 
two-’vhcclers with the Honda brand 
name in India. 
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MONEY MARKET REVIEW 


EPVf Research Foundation 


Industrial Recovery on the Horizon 

GDP is expected to grow by 6 per cent in J999-2000, the same as 
last year, but a major qualitative change expected this year is the 
possible recovery in the manufacturing sector after three years of 
sluggish growth; the impetus to recovery seems to have originated in 
increased availability of bank finance. 


Economic and Financial Trends 

THERE are signs of recovery discemibie 
in the real economy, ted by some decent 
agricultural growth and renewal of 
consumer demand and infrastructure- 
related construction activity, as also 
looking up of investment demand in 
industry. Though in a cyclical recovery 
situation, pick-up in the output of 
investment goods is known to follow with 
a lag, it is interesting that an uptrend in 
it has already begun contemporaneously 
with the recovery in consumer and 
intermediate goods during the first quarter 
of this fiscal year. 

Expectations arc that GDP will grow by 
6 per cent in 1990-2000, the same as in 
the previous year, but a major qualitative 
change expected this year would be the 
possible recovery in the manufacturing 
sector after three years of sluggish growth, 
if the first quater indications are any guide. 
Real GDP originating in agriculture is 
expected to grow by about 2 per cent in 
the year on top of a rise of 7.6 per cent 
in 1998-99. Foodgrains production, which 
made a significant recovery by 5.2 per 
cent from 192.4 million tonnes in 1997- 
98 to 202.5 million tonnes in 1998-99, is 
expected to cross 205 million tonnes, a 
rise of 1.3 per cent, though the government 
has set an ambitious target of 210 million 
tonnes. Likewise, the index of non- 
foodgrains output i; expected to rise by 
about 2 per cent after recording a smart 
spurt of 11 per cent in 1998-99. 

In industry, the CSO’s general index has 


registered a rise of 6.3 per cent during 
April-May 1999 against 4.2 per cent last 
year. The highest recovery has taken place 
in consumer durable goods (a rise of 18.9 
per cent against 4.7 per cent^ followed by 
capital goods (15.4 per cent against 8.8 
per cent) and intermediate goods (8.7 per 
cent against 5 percent). Basic goods have 
continued to show a meagre growth of 2.2 
per cent (3.2 per cent in April-May last 
year) due to persistent decline in output 
of coal and low growth of petroleum and 
petroleum products and hydel power. 
Among the major industries to contribute 
to the growth are white goods, automobiles 
(both commercial vehicles and others), 
cement, steel and non-ferrous metals, and 
significantly wide sections of electrical as 
well non-electrical machinery though 
growth in .some of the industries has been 
over an unduly low base. On the other 
hand, while some agriculture-based indus¬ 
tries like tea and Jute have suffered a .setback, 
some others like sugar, edible oils and 
coffee have experienced noticeable growth. 

Indications of a possible indu.strial 
recovery are also seen in corporate sector 
data and data on banking and financial 
sector trends. Sales of manufacturing com¬ 
panies have registered a growth of 10 per 
cent in the first quarter of thecurrent finan¬ 
cial year, though pressure on their selling 
prices and bottom line has continued 
following recessionary conditions in indus¬ 
try. Excise duty collections have risen by 
about 29.5 per cent in the first quarter. In 
money and banking, bank credit to the 
commercial sector has shown a turnaround; 
there has been an expansion in non-food 


credit by Rs 831 crore until July 16 this 
financial year, against a fall of Rs 5,899 
crore in the comparable period last year. 
Including banks’ investment in corporate 
bonds, etc, the accommodation provided 
by scheduled commercial banks has 
worked out to Rs 4,745 crore in the current 
year so far against a fall of Rs 908 crore 
last year. Better still, bank credit to the 
commercial sector (including from co¬ 
operatives and banks’ investments in 
public trustee securities) is estimated to 
have risen by Rs 11,436 crore in the fiscal 
yearsofaragainstRs 1,381 crore in the com¬ 
parable period last year. Thus it could be 
said that the impetus for recovery has 
originated in higher disbursement of bank 
finance through a variety of instruments: 
conventional bank credit, investment in 
corporate bonds and, above all, in infra¬ 
structure bonds of state government PSUs. 

As for invc.stiblc funds from the capital 
market and FIs, the situation continues to 
be sluggish despite a buoyancy in the se¬ 
condary market. Capital issues (other than 
through debt instruments included above) 
have remained meagre. So have been the 
operations of the all-India term-financing 
institutions - a fall of 19.4 per cent in 
sanctions and a rise of only a 3.8 per cent 
in disbursements in April-May 1999. In 
fact, the topmost institutions, IDBI and 
ICICI, have shown drastic reductions in 
their disbursements during the period. 

A more negative influence on the 
investment impulse is, however, expected 
from the trends in budgetaiy disburse¬ 
ments. Available data suggest that the 
total expenditure of the central government 
at Rs 58,655 crore during April-June 1999 
was lower by I per cent as compared with 
the previous year and the fail was the .sharpest 
at 38 per cent in capital expenditure. 

II 

Call and Forex Markets 

The continued abundance of liquidity, 
combined with the market expectations of 
a cut in the Bank rate and the cash reserve 


Table I • Estimated Flow of Liouidity into the Financial System during July 1999 


(Ruprr.’s crore) 


Week Ended 


30 



23 



16 



9 



2 


inflow 

Outflow 

Net 

Inflow Outflow 

Net 

Inflow Outflow 

Net Inflow Outflow 

Net 

Inflow Outflow 

Net 

Auctums and Redemptions 

14-day T bills 

700 

300 

400 

300 

.’CO- 

0 

300 

700 

-400 

800 

300 

500 

400 

300 

100 

91-day T bills 

100 

92 

8 

100 

62 

38 

130 

98 

32 

120 

98 

22 

94 

94 

0 

tg2-day T bills 

- 

- 

- 

- 

100 

-100 

- 

- 

- 

- 

100 

-100 

- 

- 

- 

364-day T bills 

200 

,500 

-300 

- 



175 

218 

•43 

- 


- 

0 

1C 

-10 

Cioverninenl securilies 

_ 

2000 

-2000 

- 

- 

_ 

- 

2500 

-2500 

- 

2130 

-2130 

_ 

2500 

-2500 

Ct)upon Paynicnis 

722 

- 

722 

566 

- 

566 

11 

- 

11 

70 

- 

70 

387 

- 

387 

CRR Interest 


_ 

_ 

_ 

- 

- 

- 

- 

- 

2000 

- 

2000 


- 


Nel Foreign AsseLs (Variation) 

822 

- 

822 

1.563 

- 

1563 


219 

-219 

- 

424 

-424 


89 

-89 

Total 

2.544 

2892 

-348 

2529 

462 

2067 

616 

3735 

-3119 

2990 

3052 


881 

2993 

-2112 

Memo Items ^ 

Open Market Opei.Tliims (RBI) - 

— 


50 

.50 

0 

- 

6 

-6 


2 




- 

Repos by KHI 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 


- 

- 

- 


Note: A negative sign implies net outHow - means nit. 
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GRAm A: Daily Top-End QuoTATitwis of Call 



ratio (CRR) following persistent decline 
in inflation rate and signs of industrial 
recovery, helped maintain the overnight 
call market steady and stable within a 
narrow range of 8.00 to 8.50 per cent 
except for a couple of days prior to the 
reporting Friday on July 16, when the rates 
touched 9.25/30 per cent due to the rush 
of banks to cover reserve needs ahead of 
the .security auction on July 15 (Graph A); 
there were substantial outflows of funds 
4 from the banking system during the week 
ended July 16 (Table 1). The second half 
of the month saw the call rates ruling 
within a narrow range of 8.00 to 8.10 per 
cent; this was the period when there were 
return flows of funds (Tables 2 and 3). 

An intcre.sting feature of the call rate 
behaviour in the recent period has been 
Its dissociation from its earlier anchor, the 
RBI’s repo rate, after the latter was sla.shcd 
from 8 per cent to 6 per cent on March I. 
Since then the RBI’s rcflnancc rate and 
the Bank rate have been fixed at 8 per cent 
and the call money rate has remained range- 
bound at around that rate. In the current 
situation of abundant liquidity, what seems 
to be deiiTmining the call rate generally 
is the average cost of funds (deposits) for 


Graph B: Spot Quotations for the US Dollar 
IN THE Domestic Inter-Bank Market - July 1999 



Working Days 


the banking industry, and for the first time 
in the recent monetary history, the Bank 
rate and the refinance rate have generally 
coincided and also aiincided with the banks’ 
cost of funds. It is for the latter reason that 
the call rate is not generally falling below 8 
percent. The scheduled commercial banks 
have used ihc RBI’s refinance window to 
the extent of about Rs 4,300 crore to 
Rs 7,100 crore during June-July, which 
has been, it appears, more to supplement 
banks’ resources than to indulge in any 
significant arbitraging activities; in reality 
there has been less scope for such 
arbitraging between the refinance window 
and the call money market, or even between 
the money market and the forex market. 

On the other hand, after the initial 
downward correction of the rupee value 
following the Kargil conflict though 
warranted by the inflation and intere.st rate 
differentials, the forex market remained 
stable throughout July; in fact, over the 
month, the rupee gained some ground; the 
exchange rate had touched Rs 43.38 to a 
US dollar in early July but thereafter it 
remained firmer with the rate touching a 
low of Rs 43.20 on July 20 and receding 
somewhat to Rs 43.29 by the end of the 


month (Graph B). The easing of the rupee 
had to do with the continuous inflow of 
dollars from FIIs and expectations of 
further reductions in domestic interest rates. 
The last two weeks of the month, in fact, 
saw acemtions of $ 515 million to the 
country’s foreign currency re.scrves. 

The market rumours of a cut in CRR 
resulted in a further receding of the dollar 
forward premium, which was already 
falling and ruling at low levels. The 
annualised six-monthly forward premium, 
which was ruling at about 5.70 per cent 
towards the end of June, steadily fell to 
a little over 4.50 per cent by the end of 
July (Graph C). As forward premia have 
not been presaging any significant 
depreciation of the rupee in the near future 
compared with funds costs, importers are 
said to be keeping their positions open; 
at best the hedging takes place for the spot 
period, which is reflected in a firming up 
of theca.sh/spot premium (Graph D). Kargil 
type situations always created serious 
volatility in the rupee rate in the past as 
speculators took the slightest opportunity 
to strike speculative deals - a tendency 
which has now been severely curbed by 
the RBI by its policy and moral suasion 
actions. In fact, in Ihc post-Kargil situation, 
the torex operators, itching for speculation, 
have been orchestrating pressure on the 
RBI to revoke the ban imposed in August 
1998 on rebooking of forward contracts 
by corporates after their cancellation: this 
was done after it was found that the source 
of severe volatility in the forex market 
then was the buying and selling of spot 
dollars by corporates without booking the 
forward leg of the transaction; they were 
found to be mi.susing the freedom given 
to them in December 1993 to book spot 
and forward deals on two separate days. 
Instead, the importers would hook only at 
spot latcs and then cancel and rcbook 
repetitively, thus significantly adding to 
the rupee’s intra-day movements and 
boosting volumes. The RBI then ruled that 
the spot and forward legs had to be booked 
simultaneously and that the cancelled 
forward purchase contracts should not be 
rebooked. The fact ol the matter is that 
it IS not as though genuine hedging is not 
nermitted for importers; it is just that 
repetitive cancellations and rebooking, 
which had a destabilising influence on the 
market, arc not alloweil. 

f/’i-r 1 rni per annum) 


Table 2: Daily QuoTAnoNS of Highs and Lows of Cai.i Rates in Pi-.b Ceot Per Annum; 
S1MPI.E Statistical Characteristics 


All Five 
Weeks 


July 1999 
Week Ended 



All Four 
Weeks 


June 1999 
Week Ended 


of the 
Month 

30» 

23 

16* 

9 

2* 

of the ■ 
Month 

25 

18» 

II 

4* 

Simple Mean 8 2 

8.0 

8.2 

8.6 

8.3 

8.0 

8.2 

”8~ 

8.2 

8.1 

7.9 

.Standard Deviation 0.4 

0.1 

0.3 

0.4 

0.2 

0 1 

0.4 

03 

0 3 

02 

0.2 

Co-efficient of 4.4 

Vanation (percentages) 

l.l 

3.8 

4 5 

2.1 

1.8 

49 

34 

3.7 

2.5 

2.5 


Data fur reporting Fndays (KF) are omitled. 

Table 3; Call Money Rates 


"ems _ July 1999 _ 

30<RF) 23 16(RF) 9 2(RF) 


Weekly range na 7.90-9.50 8.00-9.25 8 00-8.90 7.35-8 40 

(1.00-7.50) (5.00-7.50) (0..50-6.7) t5.50-9.00) (5.00-9.00) 

Weekend (Friday) 7.75-8.10 8.00-8.25 7..50-9.25 8.20-8.40 7 60-8.20 

(1.00-4.50) (5.75-6.50) (0..50-5.0) (6.25-6.90) (5.00-7.00) 

DFHl lending rates(range) na 8.00-9.50 8.20-9.70 8.25-9.20 7 90-8 40 

(2.10-7.50) na (6.90-2.7) (5.75-9.00) (9.00-1 (X)) 

Figures in parentheses repicsent weekly range during similar period lost year. 


_ June 1999 _ 

25 18(’rF) II 4(RF) 


8(X)-9tKi 7lX)-9 00 7 8.5-8 75 6 75-9 15 

(7 00-9.(XI) (3!X)-6(K)) (5 7.5-9.00) (2.50-6.20) 
8.20-8 60 7 40-8 (K) 8 (X)-8.30 7.40-8.10 

(7 00 7 75) (5 (X)-5.75) (6 10-6.40) (4.75-6.00) 
8 10-9.25 8(Xj-10.25 8.00-9.00 8.10-8 15 

(7 00-9 00) (4(X)-6W)) (6.05-9 00) (5 00-6 25) 
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Grm'H (’ Anni alisli) Daii H I-Montm. 
<-M(inim and 6 MiiNtii Forward PKrviiA in 

Pi Kl'l M M,l MIR Nil US Doi I AR BY Till’ 
noMisiD Indr-Hanr Marktt I or Jdi y I‘W9 


^ I iiiiinlh 



Working Days 


Rupee Derivatives 

On July K, ihc Reserve Bank announced 
the final guidelines on interest rate swaps 
and forward raic agreements. The guide¬ 
lines follow the credit policy announce¬ 
ment ol April 1999 and allow participants 
- both, banks and corporates - to hedge 
theii interest rate risks. Players have been 
allowed to u.sc any rate prevailing in the 
domestic market as the benchmark rate lor 
the purpose of interest rate swaps. Most 
of the deals used either Reuters’ MIBOR 
t)r NSn MIBOR as the benchmark rate on 
day one There is, however, no significant 
rate that has evolved to earn the status of 
a benchmark rate in the Indian scenario, 
indeed, the Reserve Bank did di.saliow on 
the very first day a deal between two banks 
that had used forwartl rate as the benchmark 
rate. While the decision may have been 
based on abundant caution, the rejection 
of the deal highlighted the absence of a 
benchmark rate. Nevertheless, the market 
was anxiously awaiting the guidelines. 
The enthusiasm was reflected in deals 
worth over Rs bOO crore being recorded 
on the very lirsi day. Ot the.se deals worth 
Rs 500 crore were done on corporate 
account. The enthusiasm, however, faded 
with little interest in the products on 
subsequent days. I;> other words, absence 
ot an effective benchmark rate may affect 
development of these products in the near 
future unless sincere cflorts at market¬ 
making arc made. 

Ill 

Primary Market 

Dated Securities 

The government has completed over 
two-thirds of its gross borrowing pro¬ 
gramme or 80 per cent of its net borrowing 
programme by the middle ol August. 
Inuivstingly, of the total borrow ings, over 
(>2 per cent have been through securities 
beyond 10 years. This was a much-needed 
strategy .rs ihe lepayments peak in the 
coming lw(' iliree years. 


Graph D- Annualised Dad y Casii/Spot, 
t-M onth and 6-MoNrii Forward Premia in 

PbRCT NTAOr PUR OIT US DoU.AR BY THE 

Ddmisik Inter bank Makkl< eor July 1999 



There were four is.sucs in July. First, 
there was the reissue of 11.90 per cent 
2007 on July 1. As reported in the last 
month’s review, the issue was closed with 
public subscription of Rs 1,305 crore and 
devoivcment on RBI of Rs 1,195 crore; 
the cut-off price was Rs 100.30 implying 
a yield of ! 1.74 per cent. Second, the 
government re-issued 12.32 percent 2011 
paper for the third time through a price- 
based auction cm July 15. For a notified 
amount of Rs 2,500 crore, the RBI received 
119 bids for an amount of Rs 4,656.60 
crore. The RBI accepted only 36 bids for 
an amount of Rs 1,173 crore at a cut-olf 
price of Rs 102.14 with an implied yield 
of 11.97 per cent. The balance of Rs 1,327 
crore devolved on primary dealers who 
attributed the devoivcment to the timing 


of the auction. The auction came at a tim? 
when the overnight call market was 
witnessing tightness, though temporarily, 
and the rate was around 9.2S per cent. 
Banks also were reported to have quoted 
high yields hoping to buy the paper at a 
discount from the primary cfcalers subse¬ 
quently. With the RBI fixing an underwri¬ 
ting commissimof 35 percent, primary dcaleis 
were expected to pa.ss on a part of it to buyers. 

Thirdly, the government privately placed 
the 2.30 per cent 2016 stock worth Rs 2,500 
crore with the RBI on the next day, that is, 
July 16. The placement was done at par. 

Finally, the improved liquidity situation 
towards the end of the month again 
revived the interest in long-dated paper. 
The government re-issued 17-year 12.30 
per cent 2016 by auction on July 29. The 
cut-off price of this paper was fixed at 
Rs l{X).43 producing a yield of 12.24 per 
cent. The cut-off price matched the market 
expectations. For a notified amount of 
Rs 2,000crorc, the RBI received 181 bids 
for an amount of Rs 6834.50 ciore. It 
accepted 28 bids for the notified amount.' 

Treasury hills 

The short-term interest rates were ruling 
high and as such the Reserve Bank 
attempted at realigning the rales on shor',- 
term papers. While the central bank met 
with some succe.s.s in culling the rates for 
14-day bills, which could be reduced by 
a significant 52 basis points, it was hard 
put to do so with the rates on bills of longer 


Tabll4 Adctkins Ol I4 -I)ay Treasury Bii i s 

(Amouiil in ru/tres crore) 

Date of Notified Bids Tendered Bids Aecepted SuhsenplionCut-ntf Cul-off Amniinl 

Auction Amount__Devolved Hriee Yield Outstanding 

No Face Viduc No Face Value on KBI (Rupees) Kate on the I'l.ile 
(Amount) (Amount) (AmounO (Per Cent) of Issue 

(1) (21 (3) (4) (.S) (6) (7)* (8) (9) (10) 


July 3 

100.00 

3 

1 lO.(H) 

3 

100(H) 

0.00 

99 77 

5 99 

600 


(-) 

( ) 

(-) 

(-) 

(0 00) 

[99 78] 

15 73] 


July to 

300 00 

3 

125.00 

2 

l()0.(H) 

50 OO 

99 75 

6 52 

.550 


(I) 

(1.50(H)) 

(D 

(1.50.00) 

(150 (H)) 

[99 75] 

16.52] 


July 17 

300 00 

8 

875 

3 

300 00 

0(H) 

99 76 

6.26 

750 



(-) 

( ) 

(-) 

(-) 

(0 00) 

(99.761 

(6.26] 


July 24 

500 00 

9 

485 00 

9 

4H5 00 

15 00 

99 74 

6 78 

800 


(-) 

(• ) 

(-) 

(-) 

(0 00) 

|99 75] 

I6..521 


July 31 

5(K) (K) 

16 

1.5.50 

5 

500.00 

0(H) 

99 76 

6.26 

1000 



(-) 

(-) 

(-) 

(-) 

(0.00) 

(99 77) 

15 99] 


1999 










July 2 

100(H) 

17 

329 50 

14 

100.00 

0.00 

99.67 

8 61 

600.(K) 


(1) 

(200.(X)) 

(1) 

(200.00) 


[99 68] 

18.3.5] 


July 9 

100 00 

19 

686.00 

1 

100 00 

0.00 

99 69 

8,09 

lOOO.IH) 



(2) 

(600.00) 

(2) 

(600.00) 


(99 69] 

[8.09] 


July 16 

100.00 

15 

179 00 

to 

100.00 

0(H) 

99.67 

8.61 

I0(H).00 



(1) 

(200.00) 

(1) 

(2(X).00) 


(99 67] 

[8.61] 


July 23 

100 00 

20 

460.50 

8 

lOO.(K) 

0 (H) 

99.69 

8,09 

600 00 



(1) 

(200.00) • 

(1) 

(200 (X)) 


[99.69] 

(8 09) 


July 30 

100 00 

15 

233.00 

9 

1()()(K) 

0 00 

99.69 

8.09 

600.(H) 


(1) 

(2!K).(K)) 

(1) 

(201) (H)i 


[99 70] 

[7.82] 



Figures in parentheses in cols 3 to 6 represent numbers and amounts of non-eompetitive bids whicii 
are not included in the total. 

Figures in tbe square brackets under cols 8 and 9 represent weighted average pnee and respective 
yield. * Bracketed figures in col 7, if any, relate to devoivcment on primary dealers, exclusive of 
RBI - No bid 
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Graph E: Yield Curves for Dated Securities: 
Day OF Maximum Transactions FOR July 1999 



Penod to Maturity in Ascending Order 

maiurities in which there were considerable 
devolvemenis on primary dealers and on 
the RBI itself. The yield on 91 -day bills 
was reduced by 29 basis points, that tm 
182-day bills by 4 points and on 364-day 
bills by 5 points. The relative yield on the 
14-day paper at 8.60 per cent or so has 
been certainly much more attractive than 
the yield of 9.25 - 10.33 per cent for the 
90-day, 180-day and 364-day papers, 
niereforc. the former has been attracting 
a good response. In the .second auction of 
the month in this paper, the RBI received 
bids worth Rs 686 crorc against the notified 
amount of Rs UK) crore; it accepted only 
one bid for the entire Rs UK) crorc at a 
yield of 8.09 per cent thus slashing the 
yield from 8.61 per cent. Although the 
next auction saw the cut-off yield again 
rise to 8.66 per cent due to temporary 
stringency, the reduction was restored in 
the last auetion as the market response 
improved (Table 4). The 91 -day bills al.so 
seem to attract a steady flow of funds, 
though the RBI attempt to maintain a 
stable yield rate for it to serve as a bench- 


Graph F: Yif,ld Curve for Dated .Skciiritie.s - 
13 
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mark rate has meant some devolvcmcnt 
(Table 5). While the devolvcmcnt has been 
very si/.cablc in the case of 364-day TBs 
(Table 7). there has been none in the new 
182-day bills (Table 6). 

Bonds Market 

Activity in the primary bonds market 
remained buoyant, dictated by the needs 
of stale-level public .sector undertakings 


Weighted Average for July 1999 


(La.;l malunty in 2018) 



.. Ftr&t Hall 
—Scciind Hall 


L muimiiimmitiiniiiiiiiiuiifrnTnilfniHH'* 
Period to Maturity in Ascending Order 


and the (Inancial institutions. In the first 
quarterof the current fiscal, over Rs 10.000 
crore had been proposed to be mobilised 
through the primary issues of debt 
instruments, out ot which the reported 
collection was Rs 6,135 crore. 

In July, there have been tresh issues 
worth over Rs 4,5(K) crore, out of which 
about Rs 2,100 has reportedly been 
collected. The proposed amount including 
the carry-over ol issues tloatcd in the 
previous month, the total issues foi 
collection amounted to over Rs 6.(X)0 crorc. 
against which more than 50 per cent or 
Rs 3,5(K) crorc col lection has been reported. 

With the sole exception of Hindustan 
Organic Chemicals (HOC), all the issues 
in the PSU category were from state-level 
bodies. The government of Maharashtra 
came out with three issues (in addition to 
the one Irom MKVDC the closing dale ol 
which had been extended to August 10 
due to poor response): first, Maharashtra 
State Road Development Corporation 
(MSRDC) proposed to raise mitiall) 
Rs 4(K) crorc. and later on, the issue si/e 


Table 6 AuenoNS ni 182 -Day Treasury Biles 

tAmount in rupees i loie) 


Dole of 

Notified 

Rid 

s Tendered 

Bills Accepted 

Subscnption 

Cul-otT 

Cul-olt 

Aniouni 

Auction 

Amount 

— 


— 


I>:volved 

Pnte 

Yield 

OuLstand- 



No 

Face Value 

No 

Face Value 

onKBI 

(Rupees) 

Rate 

ing on 




(Amount) 


(Amount) 

(AiiKHinO 


(Fer Cent) 

Ihe Dale 










of Issue 

(1) 

(2) 


(4) 

(.S) 

(6) 

(7) 

18) 

(9) 

(10) 

1999 










July 7 

100 00 

17 

368 00 

4 

UK) 0(1 

0 00 

9.S 27 

9 93 

400 00 




(-) 

( ) 

(-) 


19S 27] 

|9 93| 


July 21 

100 00 

24 

262 IK) 

1 1 

100 00 

0 00 

9.S 29 

9 89 

.5(M) 00 



( ) 

(-1 

(-) 

(-) 


(95 )l] 

(9 841 



Figures in parentheses in cols 3 to 6 represent numbers and amounts ol non coiiipelitive bids which 
arc not included in the total Figures m the square hiackets under cols H and 9 represent weighted 
average pnee and respective yield 


Tables Aiktions or 91 -Day Treasur. Bill' 


lAnioiinl in rupees mne) 


Date ol 
Auction 

(1) 

Nolilicd 

Amouni 

(2) 

Bids Tendered 

No I'ace Value 

(Amount) 
(3) (4) 

Bids Accepted 

No Face Value 

(Amouiil) 
(5) (6) 

.Subscription 
Devolved 
on RBI 
(Amouni) 
|7)’ 

Cut-of 1 

Pi ice 
(Rupee.sl 

(8) 

Cul oft 
Yield 
Kale 

(Per ('em) 
(9) 

Amount Oiiistuiiding 
oi\ the l>atc ot Issue 

Total 

(10) 

With RBI 
(ID 

<JU(side RBI 
(12) 

1998 












July 3 

100 00 

4 

70 00 

2 

20 00 

30 00 

98 20 

7 33 

3460 35 

2 35 70 

3224 65 



(1) 

(50 00) 

(1) 

(50.00) 

(.50 (X)) 

(98 20) 

|7 3.3] 




July 10 

150 00 

K 

185 00 

6 

100 (K) 

- 

98 10 

7 7.5 

3791 3.5 

200 70 

3590 6.5 



(-3) 

(281 CX)) 

(3) 

(281 (Kl) 

(50 (K)) 

(98 I3| 

(7 621 




July 17 

200 00 

10 

279 00 

4 

103 00 

- 

98.10 

7 7.5 

3646 35 

190 70 

.3455 65 



(2) 

(280 (H)) 

(2) 

(280 00) 

(97 00) 

[98 10) 

(7 75) 




July 24 

200 00 

6 

265 00 

6 

200 00 

— 

98 10 

7 7.5 

3422 00 

190 70 

3231 3(1 



(2) 

(250 65) 

(2) 

(250 65) 

- 

(98 11) 

1771) 




July 31 

200.00 

12 

643 00 

6 

200 00 

- 

98 II 

7 71 

3547 00 

190 70 

3356 30 



(2) 

(275.00) 

(2) 

(275.(M)) 

- 

(98 11) 

1771) 




1999 












July 2 ■ 

100 00 

13 

118.50 

6 

73 00 

27.00 

97 73 

9.29 

3505 35 

308 20 

.3197 IS 



(1) 

(25 00) 

(1) 

(25 (X)) 







July 9 

100.00 

14 

139.50 

10 

98.(M) 

2(M) 

97 73 

9.29 

.3475 35 

310 20 

3165 15 



(*) 

(-) 

(-) 

(-) 







July 16 

100 00 

13 

118 50 

5 

62,00 

38.(X) 

97 73 

9 29 

3475 35 

348 20 

3127 15 



(■■) 

I-) 

(-) 

i •) 







July 23 

100 (K) 

16 

166 (H) 

9 

92 00 

8.00 

97 74 

9 25 

.3475 35 

356 20 

3119 !5 



(-) 

(“) 

(-) 

(-) 







July 30 

100 00 

23 

427.50 

6 

100 00 

0 00 

97 81 

8.96 

.3 375 .35 

356 20 

3019 15 



(-) 

(-) 

(-) 

(-1 








Figures in oarentheses in cols .) to 6 renresenl numbers .md nmoiinls ol non-coinnetitive bids which are iiol iiK'liided in Ihe total 
Figures in the square brackets under cols 8 and 9 represent weighted average price and respcclive yield 
• Bracketed ngtires m col 7, if any. relate to devolvcmcnt on pnmary dealers, exclusive of RBI - nil 
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was raised to Rs 950 crore in view of a 
wholesome reception. With a novelty of 
benchmark linked rates, it offered four 
options to investors: (a) 5-year I-month 
bond with annual oupon of 13.65 per 
cent:(b) 10-yearboml with I4.15percent; 
(c) 10-year bond with a coupon of 14 15 
per cent for first year, and subsequently, 
the rate would be a spread of 2 per cent 
over the benchmark rate which is the 
weighted average secondary market yield 
on 10-year government of India securities; 
and (d) 12-year bond the coupon of which 
is 2.15 per cent over the PF rate which 
is currently at 12 per cent. The is.sue has 
been so successful that it has collected so 
far a reported amount of Rs 818 crore 
against the initial target of Rs 400 crore 
which was to be later revised upward to 
Rs 950 crore; the issue carries an option 
to retain an unspecified oversubscription. 

The other two issuc.s from the GoM arc 
the Vidharbha Irrigation Development 
Corporation (VIDC) and Maharashtra 
Jeevan Pradhikaran (MJP). Both the issues 
are guaranteed by the .state government, 
have a size of Rs 250 crore each, and arc 
of 7-ycar tenure carrying 13.5 per cent 
coupon with YTM at 13.96 percent. While 
the former has col lected a mere Rs 95 crore, 
the response to MJP has been very encour¬ 
aging as it has garnered over Rs 200 crore. 

There were also new issues from the 
states of UP, Gujarat, Tamil Nadu, Sikkim, 
Punjab, Kerala, Karnataka and Himachal 
Pradesh All the issues were of 7-year 
tenure and offered coupons rates between 
12 per cent and 14 per cent. The 200-crorc 
7-year tripartite guaranteed bond from the 
Gujarat Electricity Board offered a coupon 
of 13.5 per cent for half yearly payment 
(YTM: 13.95 per cent) or 14 per cent for 
annual payment. In the form of security, 
the issue carried a tripartite agreement 
between the government of Gujarat, the 
trustees of the issue and the Electricity 
Board with regard to the payment of interest 
and re-payment of the principal amount. 
The is.sue has been fully subscribed. Tamil 
Nadu Industrial Development Corporation 
(TIDCO), which successfully met with 
the targeted amount or Rs 170 crore, hit 
the market with 7-year guaranteed bond 
to mobilise funds for the railway project 
in the state. Other issues, too, were getting 
good response from the investors. 

ICICI was back in the market with Safety 
Bonds with a proposal to raise Rs 600 
crore (which includes Rs 300 crore as 
greenshoe option). There have been .some 
reductions in the interest rate offered from 
what it had offered in the previous issue 
in May. So is reduction in upper limit in 
the. tenure which has been reduced from 
23-ycar 10-month to 18-year 11-month on 
the Money Multiplier Bond. The interest 
rate, for instance, on the Encash Bonds 


which earlier had 11 per cent for the first 
year is now been offered at 10.5 per cent. 
The Tax Saving option provides the 
benefits under sections 88 and 54EA. The 
issue which closed on Augu.st 5 has 
reportedly collected over Rs 300 crore. 
With this issue the ICICI al.so brought .sub¬ 
brokers under the memorandum of under¬ 
standing regarding incentives offered. 
Earlier. ICICI had already signed an MoU 
with brokers and lead managers to adhere 
to standardised incentive structures to 
control the unhealthy price-based com¬ 
petition among brokers. ICICI was also 
creating history of sorts by co-branding its 
bonds with con.sumer goods. ICICI-Bajaj 
Sccxrtcr Bond, ICICI-Maruti Relationship 
Bond. ICICl-Only Vimal Vaatsalya Bond, 
etc, were some examples of such co-brand¬ 
ing. The bonds are deep discount bonds. 

Close on the heels of the ICICI issue 
has been the issue from IDBI which is 
making its first foray in the current finan¬ 
cial year. This public issue from the premier 
FI has proposed to rai.se Rs l.SCW crore 
which is inclusive of a greenshoe option 
of Rs 750 crore. When compared closely, 
one finds little similarity between the two 
issues. While ICICI is offering basically 
3-year instruments, the IDBI has remained 
glued to a rather conventional tenure of 
5 years. Even for the 5-year papers of both 
the FIs. IDBI is offering a better yield than 
the one offered by the ICICI. HUDCO also 
entered the market with two variants of 
its priority sector bonds with tenures of 
7-year and 10-ycar to collect Rs 200 crore 
through book-building proce.ss. It has an 
option to retain an oversub.scription up to 
Rs 200 crore. The indicative range of 
coupon rate for 7-year bond is 12-12.25 
percent and that of 10-ycar bond is 12.25- 
12.50 per cent. IL&FS launched a bond 


fund and mobilised Rs 47.4 crore initially. 
The fund is open-ended. Earlier in June, 
UTI had also floated a bond fund and had 
received a good response. GE Capital also 
approached the market with the shortest 
30-day debenture to raise Rs 50 crore. The 
fixed coupon rate is set at 9.6 per cent; 
but the floating rate is 100 basis points 
over MIBOR rate. 

As for the closures, in view of abundant 
liquidity situation, invariably all the issues 
successfully met with the targeted amount. 

There is a lot of activity in store in the 
bonds market in near future. The forth¬ 
coming issues include Tamil Nadu 
Electricity Board (Rs 5{X) crore), HP State 
Electricity Board (Rs 275 crore), Konkan 
Railway Corporation (Rs 250 crore), 
Rajasthan State Mines and Minerals (Rs 50 
crore), Rajasthan State Road Transport 
Corporation (Rs 100 crore), Gujarat State 


Tablb 8: Repo Transactions in Government 
Paper (Other than with the RBI), Jui v 1999 
(Rupees crore) 


Repo Penod 
in Number 
ol Days 

Amount 

(Rupees 

Crore) 

Range of Interest 
(Per Cent 

Per Annum) 

A Dated .Securities 


1 

300 

8.35 (8 .3.5) 

2 

20.5 

8 00-9.40 (8.83) 

3 

50 

8.10 (8 10) 

5 

75 

8 15-8.85 (8 41) 

6 

25 

8.35 (8 .1.5) 

9 

50 

8.40 (8 40) 

12 

105 

9 00 (9.00) 

14 

462 

8 .50-9 32 (8.99) 

■l.s 

50 

9..50 (9 50) 

62 

50 

10.20 (10.20) 

Ad Issues 



1-62 

1372 

8 00-10.20 (8 79) 

B 364-Day TBs (All Issues) 

1 

14 

8 .55 (8.5.5) 


Figures in brackets an: weiglitcd average uiteresl rale. 


Table 7: Aut-noNS or .164 -Day Treasorv Bills 

(Amount in rupees crore) 


Dale of Notified 

Auction Aiiwunt 

(1) (2) 

Bids Tendered 

No Face Value 
(Amount) 

(.1) (4) 

Bids Accepted 

No Face Value 
(Aimiunt) 

(5) (6) 

.Subscription 
. Devolved 
on RBI 
(Amount) 

(7) 

Cut-off 

Price 

(Rupees) 

(8) 

Cut-off 

Yield 

Rate 

(Per Cent) 

(9) 

Amount 
Outstand¬ 
ing on 
the Date 
of Issue 
HO) 

1998 

July 1 100 00 

, 

5.00 

0 

0.00 

100 00 

92.61 

7.98 

10152.81 

July 15 2(M)<K) 

1.1 

320.00 

8 

75.00 

25.00 

(92.6 IJ 
91 72 

(7.98) 

9.03 

9174.25 

July 29 200.00 

15 

739.25 

6 

2(K).00 

(100.00) 

0.00 

[91.79) 

91.7? 

(8.94) 

9.02 

8350.84 

1999 

July .10 500 00 

28 

587..50 

1 

10 00 

490.00 

191 75] 

90 64 

(8 99) 

I0..13 

13000 

July 14 500.00 

31 

610.59 

12 

'•.18.09 

281.91 

(90.64) 

90.64 

(10.33) 

10.33 

13.100 

July 28 500.(K) 

42 

1110.00 

It; 

500.00 

0.00 

(90.64) 

90.68 

[10.33] 

10.28 

1.1618 






[90.70] 

(10.2.5) 



Figures in the square brackets under cols 8 and 9 represent weighted average price and respective 
yield. Figures in brackets represent devolvemeni on pnmary dealers (PDs) 


2290 


Economic and Political Weekly August 14, 1999 



Aivendix Tabu: SECxwDAitv Makket OPEHAnoNS inGovbikmentPaphi: RBI’s SGI. Data 


(Amiium m rupees Lniret 


Descriplions Week cndinK July 1999- Yield to Malunty on Actual Tradini; Total foi the Month 

_ 30 Z3 16 9 2 of July 1999 



ATM 

YTM 

CY 

AMT 

YTM 

CY 

AMT 

YTM 

CY 

AMT 

YTM 

CY 

AMT 

YTM 

CY 

AMT 

YTM CY 

1 Treasury Bills 


















A 14-Day Bills 

156 80 

8 62 


72.17 

8.19 


101 72 

8 27 


14800 

8 11 


81 29 

8.39 


.5.59.97 

8 33 

B 91-Day Bills 

91.27 

9,13 


147 35 

8.95 


10.3 16 

8 89 


180.85 

8.74 


1.30 75 

8.70 


65.3,38 

8 86 

C364-Day Bills 

81.00 

9.97 


187.75 

1006 


104 50 

949 


15(10 

8 77 



. 


388 25 

984 

2 GOI Dated Secunties 


















A Convened (Per Ceni Year) 

















13 25 . 2000 

- 

• 

- 

- 

. 

- 

- 

. 

- 

006 

10 33 

12.88 

25 00 

10.48 

1295 

25 06 

1048 12.95 

11 75 , 2001 

215.00 

10.75 

II 54 

46705 

1078 

II..55 

192 25 

10.85 

II 56 

21010 

1087 

II .56 

111.00 

1093 

II .58 

1195 40 

1081 11.55 

12 50 , 2004 

469 00 

11.25 

11 97 

902,50 

II 25 

II 97 

.30007 

II 28 

11.98 

.388 65 

II 32 

12.00 

324.23 

11 36 

12 01 : 

2384 45 

11 28 11 98 

Siib'tnial 

684.00 

1109 

II 84 

1.369.55 

1109 

11.8.3 

492 32 

II II 

II 82 

598.81 

tri6 

II 85 

460.23 

11.20 

II 96 

1604 91 

II 12 II 85 

B Regular (Per Cent 

' Year) 

















5 50. 1999 

- 

• 

- 

• 

• 

. 

- 

. 


- 

- 

- 

840 

3 38 

5 51 

8 4(1 

.3.38 5 51 

niX). 1999 

20.00 

10.07 

1294 

155 00 

1003 

1294 

40(81 

1005 

1293 

5000 

1007 

1292 

.50.00 

9 95 

1291 

315(10 

100.3 129.3 

13 40. 1999 

26.50 

10.01 

1.3 2’ 

1700 

1001 

13 22 

93 51 

1010 

1.3.22 

2000 

1021 

13 22 

25 50 

10 33 

1.3 21 

182 53 

1012 13 22 

11 40. 2000 

2.30 00 

1046 

11.29 

80100 

10 52 

11..30 

460.00 

10 59 

11..30 

4.30.00 

1066 

II 31 

228 75 

1074 

11.32 

2149 75 

10 58 II..30 

11 64. 2(X)0 

145.00 

10 31 

11 50 


- 

- 

7500 

10.52 

II..52 

116.00 

10 55 

M 52 

70.00 

1066 

11.5.3 

406 00 

1047 II 51 

12 14 , 2000 

- 

• 

- 

.5000 

10 36 

1197 

1000 

1044 

1198 

25 00 

1042 

1197 

17 00 

10 59 

1199 

10200 

1042 11 98 

12 60. 2(XX) 

- 

. 

- 

4500 

10,23 

12 45 

. 

. 

- 

- 

. 

- 

015 

9.59 

12 39 

45 15 

1023 1245 

1085 2001 

2000 

10.68 

10 82 

- 


- 

5 00 

1085 

1085 

35(8) 

1084 

1085 

15.00 

1093 

1087 

7500 

in 82 10.84 

II 47 . 2001 

. 

- 

- 

1000 

10 86 

II 3.3 

1800 

10.94 

11 35 

1.500 

1097 

11.35 

. 

- 


43 00 

1093 11 .35 

II 55 . 2001 

11500 

1067 

11.36 

424.50 

1075 

II 39 

.399 78 

1082 

1140 

520 00 

1084 

11.41 

45.00 

1089 

1142 

1504 28 

1079 1140 

1208. 2(X)I 


- 

- 

15 00 

1073 

II 81 


. 

. 

10.00 

1087 

118.3 



. 

2500 

10 79 11 82 

13 55 . 2001 

40.00 

1084 

12 85 

42.19 

1091 

12 87 

10(10 

1097 

12.88 

5000 

1099 

12 88 

40(8) 

1106 

12 89 

18219 

1095 12 87 

13 75 . 2001 

45,00 

1070 

13 II 

500 

1075 

1.3 II 



- 

2000 

10.91 

13 l .l 

1000 

1091 

1.3 1.3 

8000 

1078 13 12 

H85. 2(»1 

5 00 

1069 

13 24 

200 

1067 

1.3 2.3 


. 

- 

- 

- 

. 

- 

- 

- 

700 

1068 13 2.3 

11 U). 2002 

4000 

1091 

10 98 

40(8) 

1095 

1099 

28(81 

1097 

II 00 

75.00 

1098 

1100 

050 

1097 

1099 

183 50 

10% 1099 

11 15 . 2002 

1.35 00 

1093 

11.09 

335 00 

1098 

11 10 

16600 

11.00 

II II 

2600 

110.3 

II 12 

8000 

1107 

II 13 

74200 

1099 II II 

11 55 . 2002 I 

75 00 

1096 

11.37 

105 00 

II 01 

II .39 

2000 

11.03 

11..39 

.50 44 

1107 

1140 

4502 

II 0.3 

II .19 

29546 

11.01 II .39 

II 68 . 2002 

188 00 

1094 

11 47 

268 00 

1097 

11 47 

19800 

1102 

II 49 

95 00 

1104 

11 49 

25 00 

11.07 

II..50 

774 00 

1099 11 48 

12 69 . 2002 

- 

. 

. 

45 00 

1099 

1221 


. 

- 

500 

II 10 

12 23 



. 

5000 

1100 1221 

12 75, 2(X)2 

- 

. 

- 

1000 

1098 

1221 

1 74 

1103 

1222 

- 

- 


- 


. 

II 74 

1099 12 21 

12 75, 2(8)2 

1000 

11(8) 

1221 

. 

. 

- 





- 


. 


. 

1000 

1100 12 21 

1110. 20(n 

.35 00 

11 04 

II 08 

.1000 

II 05 

II 09 


. 

. 

. 

- 

. 

6 40 

II 09 

II 10 

7140 

11 05 11 09 

11 75 , 2003 

5()0 

II 04 

II 50 

1000 

11.09 

II .52 


. 

. 

. 

- 

. 

- 



15 00 

1108 II 51 

11 78, 2003 

2000 

1107 

11.52 

15 00 

II 12 

II.54 

25 00 

II 14 

11.54 

79 45 

II 16 

11.55 

.500 

11 18 

II 56 

144 45 

II 14 11.54 

II 81. 2(8)3 

.30 00 

II 07 

11.55 


. 

. 


. 

. 

15.00 

II 17 

II .59 


. 

- 

4500 

11.10 1157 

11 50. 2004 

uwoo 

II 23 

II 39 

26500 

II 25 

II 40 

249 00 

11.27 

II 41 

2.30 00 

II .30 

II 42 

11020 

II 34 

II 44 

%2.20 

1127 1141 

11 75 . 2004 

10(8) 

11.24 

II .54 

- 

. 


- 

- 

. 

5 00 

II 28 

11 55 

- 

- 

- 

1500 

11 25 11 .54 

11 95. 2004 

105 00 

11.25 

II 65 

- 

. 

. 

65(81 

II 29 

11.66 

70.00 

II .32 

1168 

2000 

11 36 

1169 

260(8) 

11 29 11 66 

11 98 . 2004 

628 00 

II 25 

II 66 

.397 00 

II 27 

II 67 

8004 

11.27 

11.67 

.31000 

II .31 

II 68 

1.55 00 

11 .36 

11 71 

1.57004 

11 28 11 67 

12.59. 2(8)4 

28.50 

II 24 

1200 

175 00 

11.26 

1200 

15.(9 

1128 

12.0! 

53 70 

II 29 

1201 

- 

- 

- 

272 59 

II 26 12 00 

11 19. 2005 

19.3.00 

11 (2 

11 26 

255 47 

II 33 

II 26 

30 (X) 

11 35 

11 27 

1000 

11.35 

II 27 

6() 45 

11 .37 

II 28 

S4H 92 

11 .13 11 26 

11 25. 2(8)5 

.37 7.3 

II .32 

II 29 

.1000 

II .34 

II 29 

7 00 

1140 

II .32 

15 00 

II 37 

II 31 

10.00 

1141 

II 33 

9973 

11 .35 11.30 

11 68. 2(8)6 

12000 

II 42 

11..55 

16000 

11.46 

1157 

115(8) 

1151 

1159 

2(8)00 

II .52 

1160 

145 00 

II 56 

11 62 

74000 

11 50 11 59 

11 75 2(88) 

105 (8) 

1142 

II 58 

9000 

11 47 

11 61 

l('5 00 

II SI 

116.3 

75 00 

II 54 

1164 

8 29 

11.54 

II 64 

383 29 

11 48 11 61 

11,50 . 2007 


- 

. 

5 00 

II .57 

11.55 


- 

. 

- 



1000 

II 6 .3 

11 .59 

15 00 

1161 11 .57 

11 90, 2007 

7.34 50 

II .55 

II 70 

985 78 

11.59 

11 72 

K08 0() 

11.65 

11 762446 6.3 

11.71 

11 79 

6000 

II 71 

II 79 

92 

11 66 11 76 

12 50 . 2007 

1500 

II..54 

11 93 

25 00 

11.61 

11 97 

10(8) 

1167 

1201 

35 00 

1169 

1202 


. 

- 

85 00 

II 64 II 99 

13.05. 2007 

113,25 

II 57 

12 15 

18000 

11 61 

1217 

42 00 

1167 

1221 

9000 

II 72 

12 24 

75 08 

1174 

12.25 

.500 3.1 

II 64 12 19 

11.50. 2008 

- 


. 

- 

- 



- 


- 

. 

- 

5 25 

1170 

II 63 

5 25 

11 70 11 63 

1200. 2(8)8 

45 02 

1165 

II 78 

- 

. 

- 

- 

- 

- 

5 16 

M 80 

1188 

0 10 

II 6 .3 

n 7h 

50 27 

n ^7 ! 1 79 

12 2.5 2008 

81 10 

II 67 

II 88 

115 10 

1168 

1188 


- 



- 


- 


. 

196 20 

11 68 11 88 

11.50. 2009 

8 20 

11.65 

11.60 

32.30 

1169 

1163 

45 00 

II 69 

11.63 

- 


. 




85 50 

11 68 11 63 

11 99, 2009 

311 09 

II 71 

11.81 

483 68 

11.7.3 

II 82 

200 00 

1174 

1185 

85.50 

II 82 

II 88 

95 8.1 

II 82 

II 88 

1176 10 

11 74 11 8,1 

11 50, 2010 

. 

- 


30(8) 

1178 

II 70 


. 


. 

. 

- 

0.35 

1209 

11 93 

10 IS 

11 78 11 70 

12 29. 2010 

IIOOO 

II 82 

II % 

111(10 

1185 

II 98 

228 35 

1188 

1200 

4500 

II 90 

1201 

I4<)(X) 

II 92 

1203 

614 35 

II 88 1700 

1200. 2011 

3 65 

1190 

11.93 

. 

. 

. 

5 25 

1199 

1200 

1000 

12.03 

12 0.3 

20.25 

1205 

1204 

39 15 

1207 1202 

12.32, 2011 

41000 

11.9.3 

1203 

1274 25 

11.97 

12 06 

478 20 

1196 

12.06 

84.85 

1209 

12 15 

124 71 

1202 

12 10 

2.372 01 

1197-1206 

1240, 201.3 

29940 

12.10 

12 |6 

879.14 

1211 

12 17 

355 07 

12.13 

1219 

.57 62 

12 16 

1221 

177 91 

1217 

12 22 

1769 |4 

1212 1218 

12.(0. 2016 


. 

- 

. 

. 

. 

500 

12.26 

12.26 

16 50 

12.29 

12.29 

- 

- 

- 

21.50 

12 28 12 29 

12.60, 2018 

8240 

12.33 

12.36 

10641 

12.37 

1240 

1.(7 45 

12.39 

17.41 

151 70 

1240 

124.3 

84 31 

1241 

1244 

.562 27 

12.38 12 41 

Sub-total 

473495 

11..37 

11.72 

8027 48 

11.41 

11.764.53281 

11.40 

11.75 563.3 96 

11.42 

11 721977 82 

1140 

II 79 24907 01 

11 40 11 74 

C Zero Coupon Bonds 

















2000 

. 

. 

- 

47.20 

10.27 

7.26 

10.00 

10.28 

7.24 

57 20 

10 32 

7 25 

500 

1041 

7 27 

119 40 

10 30 7 25 

2000(11) 

11.00 

10.17 

7 75 

10.00 

10.21 

7.77 

6000 

10.24 

7.79 

45 00 

l0..3.-> 

7 81 


- 

- 

126 00 

10 26 7 79 

2000(111) 

120.00 

10.19 

7 7.3 

.317.42 

10.22 

7.75 

308 47 

10.24 

7.76 

397.00 

10 33 

7 78 

143.00 

1044 

781 

1285 89 

10 28 7 77 

Sub>to(al 

131.00 

1019 

7.7.3 

.37462 

10.23 

7.68 

.378 47 

10.24 

7.75 

49920 

10.33 

7 72 

148 00 

1044 

7 79 

1.5.31 29 

1028 7.73 

D RBI's Open Market Operation 





• 

• 

- 


- 

- 

- 

> 



• 

(A+B+C+D)* 5.549.95 

11..30 

II 64 

9771.65 

II..32 

11.62540.3.59 

11.29 

11.4767.31.97 

11.32 

II 44 2.58604 

II 31 

II 59 .3001.3 21 

1131 11.55 

3 REPO 


















364-Day Bills 


.30.00 



. 



- 



25 00 






.55 00 

Govt Securitii^ 

20500 



46400 



3.(000 



37.3 00 






137200 


Sub-total 


2.35.00 



464.00 



.3.30 00 



398 00 



0 00 


1427 00 

4 State Govt Secunlies 

18.12 

11.88 

12.18 

74 77 

1202 

1209 

8.36 

11.90 

11.96 

ISIS 

1207 

1213 

59 02 

1205 

1212 

175 4; 

1201 1211 

Grandlotald to4) 

6132.14 


10717.67 


6051 .34 


7488.97 


2857 10 


.33247.23 



(-) means no trading YTM = Yield to tnatmily in percentage per annum CY = Cuiient yield in per cent per annum • Y'eld rates of these sub-groups of t-bills and dated securities 
have been used for the graphs 

Securities with small-size transactions and inflation linked bonds have been dropped from the above list but included in the respective totals 
Notes: I) Yields are weighted yields, weighted by the amounts of each transaction. 

2) Current yield Iw not been worked out Ibr treasury hills 
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Road Transport Corporation (Rs 150 
crore). MTNI. (Rs 978 crorc). Bank of 
Maharashtra (Rs 170 crorc). and Reliance 
Industries. In all about Rs 2.500 crorc are 
sought to be raised through 6-month to 7- 
yeartenure Intnds with coupon rates ranging 
irom 10.5 per cent to 13.15 per cent. 

There was meanwhile a good demand 
for Indian debt by overseas investors. This 
was evident in the rcspon.se to the $ 100 
million 7-year Boating rate notes issued 
by Power Finance Corporation at end- 
June. The paper offered 145 basis points 
over LIBOR or 150 basis points spread at 
which the previous debt was issued. 

Securitisation 

Taking note of the growing market for 
sccuntisation. the Rc.servc Hank has set 
up an internal group to look at this pro¬ 
duct. The group is to prepare a status paper 
on securitisation and suggest further course 
of action to the Rc.servc Bank. The main 
issues involved in the development of 
securitisation relate to legal changes. 
Despite the legal hurdles there ts a growing 
market of roughly Rs 10.000 crorc of 
securitised credit as on date. 

IV 

Secondary Market 

There has been a quantum jump in the 
secondary market transactions in both 
government and commercial papers. As 
per NSE data, the dai ly turnover in govern¬ 
ment securities shot up from Rs 648 crore 


in June to Rs 1,076 crorc in July and that 
in all non-government .securities from 
Rs 28 crore to Rs 55 crorc (Table 9). 

Gilt-edged Paper 

The government securities market 
witnessed renewed buoyancy, with three 
phases seen in July; an early buoyant pha.se 
on reports of Pakistani withdrawal from 
Kargil followed by stable but firm prices 
ruling for about a fortnight; again a spurt 
during the week .starting July 19 on rumours 
of a Bank rate cut along with a cut in CRR, 
but soon followed by selling pressure on 
July 24 when expectations were belied. 
Overall, four weeks ending July 30 saw 
a dated securities turnover of Rs 58,944 
crorc compared with Rs 50,230 crorc 
during the four weeks ended June 25. 
Prices of long-dated securities firmed up 
considerably. In fact, the prices in the 
secondary market were capped only by the 
securities auction results. On rumours of 
an interest rate cut, the market built up huge 
positions in the government .securities. 
Interest was predominant in long-dated 
securities, particularly in securities matur¬ 
ing between 2005 and 2008 and those 
maturing beyond 2009. Securities maturing 
between 2005 and 2008 traded to the extent 
of Rs 2,872 crorc in the week ending 
July 9. After this week, however, the 
market interest shifted to securities 
maturing beyond 2(K)9. The weekly trading 
volume in these securities was Rs 1,454 
crorc. Rs 2,917 crore and Rs 2,325 croic 


in the week ended July 16, 23 and 30, 
respectively (Appendix Table). As a re.sult 
of such buoyancy, the prices of securities 
sharply firmed up and yields witnessed a 
sharp fall over the month. Interestingly, 
the fall in the yield rate has been observed 
in papers of all maturities. For instance, 
for securities maturing during 2000-01 the 
minimumof YTM fell from 10.33 percent 
to 9.25 percent, for those maturing during 
2004-05 from 11.18 per cent to 11.16 per 
cent and for those maturing after 2009 
from 11.76 per cent to 11.63 per cent. As 
a result, the yield curve has appeared to 
be a steeply upward slopping one during 
the first and second halves of the month 
(Graphs E and F). 

Repos and OMOs 

Given abundant liquidity that buoyed 
the government securities market yielding 
higher returns, no applications were re¬ 
ceived since June 7 in the daily repos 
conducted by the RBI at a fixed 6 per cent. 
On the last day of the month, that is. July 
31, however, there was a sole application 
of Rs 12 crore and the next working day. 
that is. on August 2. Rs 33 crore. The repos 
once again became dormant after this. 

The RBI's OMOs too were considerably 
less aggressive during July. In four wcck.s, 
the RBI conducted OMOs only wortn 
Rs 223 crorc, biinging the total OMOs of 
1999-2(XX) so far to Rs 18,620 crorc as on 
July 23; there were OMOs dunng the week 
ended July 31. Even the repo transactions 
outside the RBI were very low in July - 
only Rs 1.372 crore as against Rs 3,432 
crore in June (Table 8). 

Non-hank F.ntitics and Repos 

The RBI allowed 35 non-bank entities 
in the repo market on July 19. Non¬ 
banking entities, such as, primary dealers, 
linancial institutions, mutual funds, gilt 
funds and insurance companies will now 
be able to borrow from the call money 
market through repos with other 
institutions notified by the government. 
While deepening the repo market, this is 
also the first step towards moving the 
non-bank entities out of the overnight call 
market. 

Bonds 

The .secondary market showed a renewed 
interest in PSiJ bonds. Boating rale bonds 
and CPs (Table 9). Total transactions in 
taxable bonds shot up from Rs 81 crorc 
(or a weekly average of Rs 20 crorc) to 
Rs 197 crore (a weekly average of Rs 33 
crore). Likewise, dealings in Boating rate 
bonds (fnim Rs 90 crore to Rs 190 crore) 
and CPs (Rs 308 croie to Rs 616 crore). 

(V P Prasanlh. Rafiq L Ansan and Dipti Parikh 
were actively involved in the preparation of this 
note) 
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2^ 

16 

9 

2 
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JUIH- 
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1 TrCrksiiry BilK 

1% 40 

1.15 16 

101 89 

87 05 

76 07 

S96.57 

991 51 

524 50 

■ I I4'(ii)y Rills 

- 

8 60 

- 

II 65 

2 25 

22 50 

40 41 

100 

ii) 91-day Bills 

20 :s 

25 16 

15 86 

6 40 

10 05 

97 95 

108 81 

146 50 

111 ) IS2'day RitB 

- 

20 20 

11 01 

20 00 

28 77 

82 01 

18 77 


IV) ^f)4 (lay BiIK 

176 12 

81 00 

71 00 

49 00 

15 00 

194 12 

825 50 

175 00 

V) Repfi 


- 

- 

- 


- 

- 

- 

Z Paled Sc^unlies 

7105 07 

7081 69 

4515 12 

4121 82 

2181 07 

25228.9T 

14551 12 

192.18 25 
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COMMENTARY 


Agriculture and Economic Reforms 

R Thamanyakshi 


It is time that efficiency considerations prevail in public spending in 
agriculture and market signals are allowed to come into full play so 
that changes in agricultural investment and production are demand- 
driven in response to domestic and international prices. Government 
should focus on productive investment, technology and research, 
marketing and storage and agro-processing facilities and provision of 
food safety-nets for the vulnerable poor and development of a 
diversified agriculture in line with emerging demand patterns. 


rr is generally recognised that the ongoing 
economic reforms have not directly 
involved tlie agricultural sector. There has, 
however, been emphasised on increasing 
exports of agriculture-ba.scd products, on 
futures trading for certain agricultural 
commodities and on development of agro- 
processing and cold storage facilities. There 
arc also indications of corporate interest 
in some subsectors of agriculture. But a 
comprehensive agenda for reforms in 
agricultua* has yet to emerge. Obviously, 
the content of such an agenda would be 
one ot making fanning and allied activities 
competitive, guided by market forces. 
Clearly this cannot be on par with industrial 
icforms, as questions of management of 
i(KKi policy and fwid security, constraints 
and inllcxibililics in regard to changes in 
cropping paiiem and input subsidies, e 
g. on feniliser, power and trrigation, are 
involved. Perhaps that is why reform policy 
has. fo> the present, not been able to go 
beyond agncultural export promotion. In 
the meanwhile, given the linkages of 
agriculture with the rest of the economy 
and continued dependence of two-thirds 
of the labour force on agriculture, economic 
re forms i n the organised sector account! ng 
for only about 10 per cent of the workforce 
and 40 per cent of domestic product have 
implications for relative investment, 
productivity andirKomesintheagricultural 
sector as also in the non-agricultural, 
informaf sector. In what follows, it is 
proposed to outline these developments in 
agriculture during the reform period. 

Investments in agriculture: With the 
emergence of emphasis on amarfcet-based 
system, the share of overall public 
investment in total investment in the 
economy has been declining even ft om the 
early eighties (a period which was a curtain- 
raiser for industrial reforms partly by choice 


and partly on advice from international 
lending institutions) when industrial 
reforms were launched in the first instance; 
the share of public investment in all sectors 
taken together declined from 47.8 percent 
during I980-8S (Sixth Plan) to 34.3 per 
cent during 1992-97 (Eighth Plan). Further 
the share of public investment has also 
fallen short of planned investment. Apart 
from the fact only 8 per cent of total public 
investment had gone to agriculture during 
1992-97, the .shottfall in actual invetitment 
in this sector compared to planned level 
was around 40 per cent. Significantly, in 
this period, actual public investment in the 
tertiary sector exceeded the planned level 
(Table 1). 

A comparison of sectoral growth of 
gross capital formation (GCF) at constant 
(1980-81) prices in the pre-reform period 
(1985-91) and reform period (1991-97) 
throws up important aspects with reference 
to agriculture. Real GCF in agriculture has 
been around 10 per cent only with 90 per 
cent going to the non-agricultural sectors. 
As against an increase of 46 per cent in 
overall GCF in the reform period over the 
pre-reform period, that in agriculture was 
less at 36 per cent (Table 2). 

Since agriculture is basically a private 
activity, public investment has a critical 
role to play in cieating the infrastructure 
in terms of irrigation, roads, markets, stor¬ 
age facilities, electrification and techno¬ 
logy development, besides education and 
health. Not only is there a need for sizeable 
public investment, but also it should have 
a definite content and focus as above. In 
this context, GCF in the public sector in 
agriculture both in absolute and relative 
terms has been ndher low whether in 
the pre-reform or reform period, besides 
recording a decline in the latter period; 
real (XIF in agriculture ip the public aecior 


declined by 14.3 per cent compared to m 
increase of 13.3 per cent in total public 
sector GCF. White GCF in private sector 
rose in agriculture, the rise was lower (S8 
per cent) than that in non-agriculture (74 
per cent)apait from thefact that the absohue 
size of private sector GCF in agriculture, 
although much higher than public sector 
GCF in agriculture, was comparably quite 
low in relation to the size of private sector 
GCF in non-agriculture (Table 3). 

During 1993-98, white around 6 per 
cent of public sector GCF was in 
agriculture, the corresponding figure for 
the private sector was about 9 per cent, 
the decline in the case of private sector 


Txiu I : Planned and AcniAL Sectokal 
PUBUC INVESIMEW 1992-97 

(Rr 'OOOirore at 1996-97prices) 


Sector 

Planned 

Actual 

Per Cent of 
Planned 

Agriculture 

64.9 

38 3 

59 

Secondary, 

244.9 

219.0 

89 

Tertiary 

190 2 

203.0 

107 

Total 

5000 

4603 

92 


. -I.....I I .. 

Source: GOf, PlanningCommUtion, Niiuh Five- 


Year Plan. 


Taplc 2. Gross Capital Formation 

(Average for each period at 
constant (I9B0-8I) prices, Rs crore) 

Agncultuie Secondary Tertiary Total 


198S-91 4342 

( 102 ) 
1991-97 .4891 
(9..4) 


20970 17IS0 42462 

(49.4) (40.4) (100.0) 

31384 24831 62106 

(50.5) (40.0) (100.0) 


Note RgiuesiiitiiackeaaiepenenligeikilDliL 
Sou rt e ■ Central Slatisbcal Organisalioii (CSO). 


Tasis 3: Gross Capttal Formation w 
PuRuc AND Private Sacraas 

(Average for each peNod at 

constant (19SO. 81 )pnces.Rset»re) 

‘ - - . . -. 

Agricttliiuc Non- Total 
Agricttitm 


Public Sector 
1985 91 

1 1347 

18229 

19576 


(6.9) 

(93.1) 

(100.0) 

1991-97 

1155 

21020 

22175 


(5.2) 

(941) 

(100.0) 

Private Sector 
1985-91 

2995 

19891 

228M 


(13 0 

(86.9) 

(100.0) 

1991-97 

4736 

35195 

39931 


(11.9) 

(88.1) 

(100.0) 


Note Figures in brackuo are pcrceiita|Ba to 
total. 


Siiurce.'CSO. The neviaod aeries of OCF at 95-94 
priow recemly reteaaed by the CSO 
atoo camfirai the aforeaaid uends 
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GCF through the period of reform being 
more conspicuous (Table 4). 

Irngatwn: Among the determinants of 
growth in agriculture, investment in 


Tarle4 Gross Capitai 
Formation in Agricultxire 
iPeriemaitr lu lolal (ICF. ul 1993-94 pru ts) 


Year 

Public 

Sector 

Private 

Sector 

Total 

1993-94 

6.3 

10.7 

89 

1994-95 

6 1 

10.1 

89 

1995-96 

64 

89 

86 

1996-97 

6 0 

94 

8 1 

1997-98 

5 6 

89 

8 3 


Note. Percentage in eact) column is that to 
total GCF in the respective sectors. 
Sourcf CSO 


Tabu 5 lNvtj>™rNT in Irrioation 
{At ctmsitmt 1996-97 pru ts. R.s i riire) 

Period Major and Minor CAD Total 
Medium 

I98.S-92 2W2 8 16108 2 .1684 9 49,12S 9 
1992-97 11057 6 17.102 5 1162 9 5152.10 


Sourse Planning Commission, Ninth Ftvt Ytar 
Plan 

Tabu 6 Progmas nr Irrigation 

{Milium heitares) 

1985-86 1990-91 1991-92 1996-97 


Imgdied 


area* 

62 4 

70 8 

72 8 

80.7 

Major and 
Medium 

25 8 

26 0 

26.3 

28.4 

Minor •• 

.36 5 

448 

46 5 

52 3 


Notes Cumulative level at the end of the year. 
** Figures indicate the net beneFil after 
allowing for seepage. 

Source. Economic Survey, various issues 


Tabu 7, Per Worker Vau'k Addi o 



(Rs at i 

onsianl 1993-94 priies) 


1987-88 

; 1993-94 

1998-99 

Agricultuie 

8404 

!0435 

12179 



(4.0) 

(3.3) 

Secondary 

29519 

38684 

53276 



(5 2) 

<7 5) 

Tertiary 

34719 

46724 

66074 



(5 8) 

(8.3) 

All 

17022 

22160 

29353 



(5 0) 

(6 5) 


N.ots- (i) Gross value added at 1993-94 


pnees derived for 1987-88 on 
comparable basis 

(ii) Workforce pertains to 15+age 
groups 

(ill) Figures in brackets refer to average 
annual growth rates over the 
preceding penod. 

Sources: (i) CSO.Revu^esbmalesofNational 
Accounts at 1993-94 prices and 
carlierissues of National Accuunu. 

(>i) NSSO' Eniployment-Uneinploy- 
nient Survey: SOth round 
(1991 94) and 53rd round (1997) 
Assumed 1997 WFPRs obtain for 
1998-99 


irrigation is crucial. Investment in major, 
medium and minor irrigation and CAD in 
the reform period stood at Rs S1.5 thousand 
cmre which was slightly (4 percent) higher 
than (hat in the pre-reform period, with 
more than two-thirds of total investment 
in irrigation going to major and medium 
irrigation and CAD in both periods. Plan 
spending on irrigation has declined from 
10 per cent in the Sixth Plan to 7.6 per 
cent in Ihe Seventh Plan and to 6.4 per 
cent in the Gighih Plan (Table S). 

During the reform period, area under 
major and medium irrigation increased by 
2.1 million hectares compared to near 
constancy in the pre-reform period. 
However, area under minor irrigation in 
the former period rose by 5.8 million 
hectares compared to 8.3 million hectares 
in the latter period (Table 6). 

Production and value added: There was 
no acceleration in Ihegrowthof agriculture 
despite the fact that the per cent of value 
of modem inputs (fertilisers, pe.sticidcs, 
electricity and diesel oil) at constant 80- 
81 prices to the value of gross agricultural 
output marginally increased from an 
average 11 per cent during 1985-91 to 13 
per cent during 1991-96 and. more 
particulaily, the per hectare consumption 
of fertilisers ro.se perceptibly from 56.7 
kgs to 70.6 kgs in the periods under 
comparison. In fact. the compound gmwth 
rate of foexigrains production dropped to 
1.66 per cent per annum during 1990-98 
from the peak level of 3,54 per cent per 
annum during 1980-90 and the average 
growth rate of gross value of output of 
agriculture at 1980-81 prices in the reform 
period was lower at 3.1 per cent per annum 
than that during the earlier period at 4.3 
per cent. A SI mi lar pattern as in the growth 
of gross value of agricultural output has 
occurred in gross value added. ITie average 
growth rate of GDP from agriculture duri ng 
1993-99 was less than that during 1987-94. 
Besides, the average growth rate of GDP 
from agriculture during 1987-99 as well 
as 1993-99 was lower than that of GDP 
from the non-agricultural sectors. Since 
the sectoral distribution of workforce has 
remained almost constant in these periods, 
the differcn...ais in inter-sectoral growth 
have led to coitsiderably lower levels of 
per worker value added in agriculture vis- 
a-vis the non-agricultural sectors. The 
average annual growth rate of per worker 
value added in agriculture during 1993-99 
was less than that during 1987-94, whereas 
the corresponding growth rates in 
secondary and tertiary sectors in the recent 
period were higher than the respective 


rates in the earlier period. In both periods, 
the growth rateinthecaseofthe agricultural 
worker was less than that of his counterparts 
in non-agriculture (Table 7). 

During 1987-99, the share of agriculture 
in real GDP declined from 31.6 per cent 
to 26.8 per cent while that in workforce 
remained at 64 to 65 percent. Consequently 
per worker value added in agriculture 
which was 28 and 24 per cent of that in 
the secondary and tertiary sectors in 
1987-88 declined to 27 and 22 per cent 
respectively in 1993-94. The relative per 
worker value added in agriculture vis-a- 
vis the non-agricultural sectors became 
more adverse in 1998-99 with the former 
coming down to 23 and 18 per cent 
respectively of the respective per worker 
value added in the secondary and tertiary 
sectors. This is notwithstanding the im¬ 
provement in agriculture’s barter terms of 
trade during the nineties; also in foodgrains 
terms of trade particularly after 1993-94. 
The improvement in foodgrains terms of 
trade along with the observed deterioration 
in relative per worker value added in 
agriculture would impact on the poorer 
sections of the agricultural population who 
arc net purchasers of foodgrains (Table 8). 

Real Wages of Agricultural Labourers 
and Poverty: There has also been an 
increase in the proportion of casual labour 
mainly at the cost of the self-employed; 
of the workforce, about 34 per cent of rural 
males and 46 per cent of rural females are 
casual workers. While this has been 
accompanied by a ri.se in real wage earn¬ 
ings, this is a continuation of the uptrend 
'hat started in the eighties, and the rise m 
the six-year period of 1987-94 was only 


Table 8- Sectoral Share of GDP 
AND Workforce and Index of Vaiue 
Addfj) Pfr Worker 



1987-88 

1993-94 

1998-99 

Primary sector 

GDP 

31.6 

30.3 

26.8 

Workforce 

64.1 

64.4 

64.7 

Value added 

100.0 

100.0 

100.0 

Secondaiy sector 

GDP 

28.2 

25.8 

26.5 

Workforce 

16.2 

14 8 

14.6 

Value added 

.351.2 

370,7 

437.4 

Tertiary sector 

GDP 

40.2 

43.9 

46.7 

Workforce 

19.7 

20.8 

20.7 

Value added 

413.1 

447.8 

542.5 


Notes: (i) GDP and workforce in different 
sectors are percentages respectively 
of total GDP at 1993-94 prices and 
total workforce. 

(ii) WorkfoiccpeiiainstolS+agegroups. 

(iii) Value adiM is index of per worker 
value added at 1993-94 prices. 
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5.9 per cent. Besides, the absolute levels 
of rural wages in 1993-94 were lower than 
the minimum levels to assure a reasonable 
level of living, let alone a reasonable level 
of social security for the agricultural 
labourers. ‘ Further it may be that but for 
the improvement of foodgrains terms of 
trade in the nineties, real wage increases 
would have been higher. A slackening in 
the rate of annual growth of real wages 
from 4.8 per cent in the eighties to 2.4 per 
cent in the nineties so far has also been 
noticed.^ Although there is an estimated 
decline in poverty ratios, the percentage 
decline in rural sector has been less at 
4.6 percent, compared to IS. 2 per cent for 
urban sector in the recent period, 1987-94. 
This is despite the disbursements in this 
period of a total sum of Rs I4,00() crore 
(at 1981-82 prices) for niral poverty 
alleviation programmes. There is also a 
view’ that there is no strong evidence of 
a decline in the incidence of rural poverty 
since 1993-94. 

Suggestions: The above discussion 
points to the urgent need for implementing 
a reform agenda for agriculture comprising 
enlarged productive invc.stmcnt by public 
sector in infrastructure for agriculture and 
a market-based pricing system for 
agricultural products and inputs. It is true 
that the declining trend in public investment 
in agriculture and the relatively small .share 
of agriculture in public as well as private 
investment were observed even in the 
eighties and these continued in the nineties 
also. Similarly, the increase in private sector 
inve.stmcnt in agriculture is notice even 
during 1985-90. prior to reform period 
and this trend continued into the nineties. 

In regard to exports, according to a 
reptrrtcd CII study, there has been no 
structural shift m India's export basket in 
the post-liberalisation period. The late.st 
Economic Survey has ob.servcd that the 
share of agriculture hasbeen more variable 
than that of manufactured exports, 
declining during 1991/92-1994/95, rising 
in the subsequent two years and dropping 
again since 1997-98. Given the signific¬ 
ance of agnculture for the provision of 
productive employment and stKial safety 
nets in the context of industrial re.structur- 
ing, and also for growth of agto-based 
exports, steps should have been taken 
alongside industrial reforms to reverse the 
declining trend in public investment and 
to raise the levels of productive investment 
in agriculture. This has obviously not 
happened. 

As of now, enormous sums of irrigation, 
power, fertiliser and food subsidies 


dominate public spending on agriculture. 
Food and fertiliser subsidies alone account 
for Rs 20,000, crore, leaving little scope 
for essential productive investment by the 
public sector in physical and social infra¬ 
structure. Immediate steps to downsize 
these subsidies and rationalise the pricing 
of inputs arc required. At present, there 
are inflexibilities in the pricing of both 
agricultural outputs and inputs. With the 
obliteration of the distinction between 
procurement and support prices for quite 
some years now. support operations for 
cereals arc undertaken at the higher levels 
of procurement prices which are also 
annually increased. But whereas the 
eighties saw the revision of central issue 
prices almost annually, this has not been 
the case in the nineties. Partly due to this 
and partly due to the restraint on prices 
of manufactured goods following 
liberalisation policies, the domestic barter 
terms of trade and specially foodgrains 
terms of trade have moved in favour of 
agriculture during the reform period. 
Clearly, such improvements benefit those 
who have marketable surplu.ses to olfer, 
and cause hardship to the rural poor 
who purchase their foodgrains from the 
market. As a mattcrof tact, notwithstanding 
this improvement in relative prices, there 
has been a deceleration in the growth of 
agricultural production and foodgrain 
production in particular. Also, relative 


value added from agriculture on a per 
worker basis vis-a-vis non-agriculture has 
worsened in the reform period. Despite 
large food subsidy and massive ex¬ 
penditures on anti-poverty programmes, 
rural poverty has not significantly declined. 
It is time that efficiency considerations 
prevail in public spending in agriculture 
and market signals are allowed to come 
into full play so that changes in agricultural 
investment and production are demand- 
driven in response to domestic and 
international prices. The role of 
government is to focus on productive 
investments, technology and research, 
marketing and storage and agro-processing 
facilities and provision of food safety nets 
for the vulnerable poor, and development 
of a diversified agriculture in line with 
emerging demand patterns. 

Notes 

1 Planning Comnussidn.A/i/ilAPtun and Ruddar 
Dun. ‘Labour and Employment m the Ninth 
Plan', paper presented at the National .Seminar 
on Ninth-Five Year Plan, ‘Challenges and 
.Strategies'. Indian Economic Association Trust 
for Research and Development, New Delhi. 
April 1999. 

2 ‘Towards Rural Development and Poverty 
Reduction', paper picsented at the NCAER- 
lEC-World Bank Conference on Reforms in 
the Agriculiural Sector for Growth Emciciicy. 
Equity and .Suslainahilily, New Delhi. April 
15-16,1999 

^ Ibid. 
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The Fallacy of ^Augmentation’ 

Demands on Ganga Waters 

Ramaswamy R Iyer 


India and Bangladesh argue that their lean season requirements are 
greater than the Ganges flow. Both agree that ‘augmentation ’ is the 
solution. But true augmentation can only come from efficient use of 
water and tapping other sources of water. In the case of a natural 
resource such as water, requirements are to be brought down to the 
level of availability of river flows, not the other way around. 


IN the Indo-Bangladesh talks over the last 
two decades and more regarding the shar¬ 
ing of the waters of the Ganga at Farakka, 
a pereistent theme has been ‘augmenta¬ 
tion’. As early as 1974, it was agreed in 
the ‘joint declaration of the prime minis¬ 
ters of India and Bangladesh’ that there 
was not enough water in the Ganga in the 
lean season to meet the combined needs 
of the two countries and that those flows 
would need to be augmented. The 1977 
agreement between the two countries was 
both a five-year water-sharing agreement 
and an agreement to work out an accept¬ 
able proposal for augmenting the lean 
season flows. ‘Sharing' and ‘augmenta¬ 
tion’ were two equally important and linked 
components of that agreement, as also of 
the 1982 and 1985 memoranda of under¬ 
standing. It was only the 1996 treaty that 
for the first time refrained from linking the 
two ideas; it was essentially a water-shar¬ 
ing treaty. Nevertheless, that treaty tiX) 
contained a reference to augmentation in 
the Preamble as well as in Article VIII, 
which stated that “the two governments 
recognise the need to co -operate with each 
other in finding a solution to the long-term 
problem of augmeniing the flows of the 
Ganga/Ganges during the dry season”. 

Thus ‘augmentation’ is an old and 
accepted idea. There was a divergence 
between India and Bangladesh on how the 
augmentation was to be achieved. The 
Indian view was that Ganga was watei- 
short and needed to be augmented by a 
diversion of waters from the Brahmaputra 
which had a large surplus. Bangladesh 
argued for an augmentation within the 
Ganga system by storing a part of the 
seasonal high flows behind seven large 
dams in Nepal. Each side had serious 
reservations on the other’s proposal. This 
divergence was one of the reasons for the 
prolonged impasse between the two coun¬ 
tries over the Ganga waters issue; even¬ 


tually, it was only by putting the augmen¬ 
tation quc.stion aside that a sharing treaty 
could be concluded. It is not necessary to 
go into that old controversy here. What 
needs to be noted is that both sides arc 
in complete agreement on the need for an 
augmentation of the lean season flows ot 
the Ganga. Now that ‘sharing' has been 
settled, talk.s over ‘augmentation’ arc likely 
to be resumed. 

The case for augmentation can bro 
ken down into two propositions; (i) that 
there is a shortage of water in the Ganga; 
and (ii) that this should be made good by 
an addition of water to the Ganga from 
somewhere. Both those propositions need 
to be looked at closely, but first the very 
notion of ‘augmentation’ (which has 
become so familiar that we tend to take 
It for granted) has to be examined. 

‘Augmentation’ implies an addition to 
the available water. But can we really add 
to the quantum of water in the Ganga by 
building storages upstream'.' The answer 
is clearly ‘no’. We cannot increase what 
is available in nature. What we can do is 
to hold back a part of the high flows behind 
a dam ano release it during the lean season. 
In other words,'‘augmentation’ means no 
more than a modification of the season¬ 
ality of the flows. This can be thought of 
not only in the case of the Ganga but in 
the case of other .seasonal rivers as well. 
Should we then undertake the modifica- 
tionofthc seasonality of all seasonal rivers? 
Such a proposition is not likely to be 
seriously argued. There is no such thing 
as an augmentation project; no project is 
ever proposed merely for that purpose If 
dams are to be built at all, they will have 
to be built lor other purposes, suc'h as 
irrigation, powei generation, flood mod¬ 
eration, and soon. The ‘augmentation’, if 
any, of lean season downstream flows can 
only bean incidental and secondary conse¬ 
quence of a project built for other purposes. 


Further, while ‘augmentation’ (ofdown¬ 
stream lean season flows) is problematic 
because it is bound to be subordinated to 
the primary objectives of the project in 
question, a reduction of downstream flows 
in the major part of the year is a certainty. 
All dams stop flowing waters for the 
purpose of storing, diverting and using 
them, and must therefore necessarily re¬ 
duce downstream flows. This usually 
figures as a prominent element in the 
enumeration of the adverse impacts of 
damming a river. A reduction of down¬ 
stream flows could have several conse¬ 
quences; It could affect the over regime, 
cause serious problems to aquatic life and 
riverside communities, hamper economic 
activities such as fishing, the plying of 
boats, agriculture, etc, impair the self- 
regcncratingcapacity of the river and affect 
water quality, diminish groundwater re¬ 
charge, adversely affect estuarine condi¬ 
tions, lead to the increased incursion of 
salinity from the sea, and so on. One of 
the issues in the Narmada controversy is 
the impact of the dam on downstream 
areas. In the Cauveiy dispute, the com¬ 
plaint of Tamil Nadu is that the flows into 
(hat state have been reduced by the build¬ 
ing of storages by Karnataka. Lower 
riparians can be normally expected to 
object to the buildmg of dams upstream. 
It is therefore rathersuange that Bangladesh 
is actually asking for dams to be built in 
Nepal! If Farakka had not come into 
cxiMunce and the question of ‘sharing’ 
and ‘augmentation’ had not ari.sen. 
Bangladesh would probably have strenu¬ 
ously objected to any dam-building pro¬ 
posals in India or in Nepal on the ground 
of adverse impacts. The short point is that 
‘augmentation* and ‘reduction of flows’ 
are the obverse and reverse of the s.ime 
coin, and that we cannot have the one 
without the other. 

A diversion of waters from the 
Brahmaputra could of course mean .in 
addition to the flows of the Ganga. 
Bangladesh is not convinced that there is 
in fact a surplus in the Brahmaputra for 
diversion; leaving that aside, we must note 
that such a diversion project would have 
its own environmental, social and human 
consequences. The Indian proposal (of the 
1970s) of a Brahmaputra-Ganga link canal 
running through Bangladesh was objected 
to by Bangladesh on many grounds, at 
least some of which were valid. That 
proposal is not being seriously pursued 
now, and in any case, it is very unlikely 
that Bangladesh will ever accept it. The 
alternative of a link canal running entirely 
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through Indian territory seems unlikely to 
be a viable proposition. Such long-dis¬ 
tance water-transfers are highly problem¬ 
atic and extremely difficult to justify. 
Insofar as India wishes to utilise the waters 
of the Brahmaputra, it will have to explore 
more modest possibilities within the north¬ 
east and the immediate neighbourhood 
(perhaps including limited transfers be¬ 
tween adjoining rivers within the 
Brahmaputra system) rather than think in 
terms of a large transfer westwards. 

‘Augmentation’, then, is a very dubious 
proposition. Let us now return to the 
question of the need for it, as perceived 
by the two governments from the 197()s 
onwards. Taking the 'shortage' argument 
first, the perceived inadequacy of Ganga 
waters is ba.sed on the fact that while the 
lowest '75 per cent dependable' IT'w in 
the river in the leane.st part of the lean 
season was determined as 55,()00 cusecs. 
each of the two countries projected its own 
need for Ganga waters as equal to or 
exceeding that quantum. However, how 
reliable are those estimates of demand'.’ 
Apart from the fact that each country tended 
to overstate its claim because of the ex¬ 
istence of a dispute, it must also he noted 
that the projections were based on the 
prevailing patterns of water use. If a careful 
c.stimatc were made in either country with 
due regard to economy and clficiency in 
the use of this precious natural resource, 
wc may well find that the two countries 
can manage with much less water than 
they think they need. The ‘shortage’ in the 
Ganga may turn out to be a myth based 
on the present wasteful and profligate use 
of water. In terms of water endowment, 
the areas that wc arc concerned with here 
are not among the most water-stressed in 
the world; there arc countries (in west 
Asia, for instance) which have much less 
waici and have Icamt to use that water 
very carefully. From their point of view, 
our complaints about a shortage of water 
in the Ganga may sound strange and 
incomprehensible. 

As for the second part of the proposi¬ 
tion, assuming that after a careful exami¬ 
nation the combined needs .if the two ccun- 
trics are in fact found to exceed the lean 
season flows in the Ganga, discs it follow 
that those flows should be 'augmented', 
i c. that more water should be added to 
t he Ganga from .somewhere, whether from 
within the Ganga sy.stem or from another 
river, for being taken out and shared? That 
IS a very ixid idea, the strangeness of 
which has been blunted by repeated itera¬ 
tion, It is necessary to get away from 


familiar and accustomed grooves of think¬ 
ing and take a fresh look at this matter. 

Where a river runs through more than 
one country, the countries concerned must 
reach an agreement on the sharing of the 
waters of that river. Such an understand¬ 
ing has in fact been reached in relation to 
the Ganga, and embodied in the 1996 
treaty. There is nothing more to be done 
insofar as the Ganga is concerned, except 
to resolve such practical difficulties as 
arise in the actual operation of the treaty, 
ff indeed there is not enough water in the 
Ganga, then the two countries should look 
to other sources. There is no reason why 
they should think in terms of putting more 
water into the Ganga (‘augmenting’ its 
flows) for the puqiose of being taken out 
and shared, as if all water must necessarily 
come only from the Ganga. 

What the two countries must do is to 
take a kx)k at the totality of their water 
needs and the totality of water availability 
in all forms (other rivers, surface water 
bodies, groundwater, deep aquifers, soil 
moisture, wetlands, and of course rain¬ 
fall), and make careful plans for proper 
resource management on a holistic and 
integrated basis. (Incidentally, local water 
conservation through water harvesting and 


watershed development would in fact 
constitute true ‘augmentation'.) 

The recommendation that emerges from 
the foregoing analysis is that the two 
countries should slop talking about the 
'augmentation' of the lean season flows 
of the Ganga, and instead, think in terms 
of good water-resource management. Such 
efforts will he es.sentially internal to each 
country, but there can be a sharing of 
experience between countries, and co¬ 
operation in areas close to one another. 

It is conceivable that one or more of the 
projects in Nepal (Kamali, Pancheswar, 
Sapta Ko.si) that have been talked about 
may survive the most stringent scrutiny 
from all angles (including that of down¬ 
stream impacts), prevail over all opposi¬ 
tion, obtain the necessary finances, and 
actually get constructed; and that it (or 
they) may in fact result in increased lean 
.season flows at Farakka as a secondary 
consequence. One is profoundly sceptical 
regarding this possibility, but if it hap¬ 
pens, the incrca.scd flows will of course be 
available for being shared by the two coun¬ 
tries under the Ganga treaty. This article is 
questioning not such a contingent (hut 
remote) po.ssibility but the soundness of 
'augmentation' as an idea and an objective. 
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End of the Congress: New TUm 
in Bengal Politics 

Poromesh Atharj'a 

T/if yyyy parliamentary election may well prove to he a turning point 
in West Bengal politics. The Congre.ss and the CPI(M), it has been 
alleged, have come to a tacit understanding. True or not, it is a fact 
that the Congress is in no way a threat to the CPI(M). Mamata 
Banerjee is now the real enemy. At the .same time, Mamata 
Banerjee 's emergence as the principal opposition force is also an 
ominous sign. 


BENGAL politics is likely to take a new 
turn after the 1999 parliamentary election. 
A long innings of Bengal Congress is 
going to be over. New teams are awaiting 
for their turn. Never hclore was Bengal 
Congre.ss in such a pitiable condition as 
is now. There are no doubt many reasons 
for this decline ot Bengal Congress. But 
the process had set in long before The 
most important reason, liowcvcr, may be 
the absence of any political ideology 
required for maintaining the real unity of 
a political paity. In the absence of any 
ideological position, power may act as 
.some kind of -Hlhcsivc. But erosion sets 
m when not in power lor long. And that 
has happened to Bengal Congress. Bengal 
Congre.ss had no ideological position in 
near past but the hangover of being in 
power lor nearly 30 years alter indepen¬ 
dence allowed the party to nurse the illusion 
of regaining it. Twenty-three years of Left 
Front rule shattered the illusionof regaining 
the power. And that was loo much for an 
outfit of assorted political manoeuvrers. 

The party struggled for survival with 
only the negative.sloganofCPI(M) misrule 
and eorniption. Howevc'^ true the charge, 
it did not carry much weight as the 
credibility of the people who had pul it 
lorw.ird was much in ooubt. It was widely 
believed that many ('ongress leaders had 
acquired considerable property by dubious 
iii'-ans and ollen with the connivance of 
or pationage from CPl(M) lunctionarics. 
(Jbviously, the issue rai.sed by IheCongress 
lost mut h ol its edge. In fact, the C’PI(M )- 
led Lett Front could survive in power so 
long because the people of Bengal did not 
like to accept the Congress as the 
alternative. The carrot and stick policy ot 
ihe 1 elt From yielded results. The negative 
slogan of Congre.ss did not click, but 
Cl’lt M) sut V 1 ved in power on the .drenglh 
of negative votes. 

The real devime ol Bengal Congress 
started during ihi- or misrule of 


Siddhartha Sankar Ray. The general belief 
is that the massive rigging through which 
he came to power was an insult to 
Bengal's pride. The notorious regime was 
marked by police killings of about a 
thousand naxal youths and more than a 
hundred CP!(M) cadres. The heinous 
crimes committed by Ray’s police during 
1970-71 wcrcablotonthcpoliticalhisloiy 
of Bengal. Bengalis never could forget 
that . Besides, the new gcneralionof leaders 
who came up during this period ultimately 
proved to be a burden for the party. These 
.self-seeking band of leaders without any 
exposure to Ihe traditional Congress 
movement in no lime pulled apart (he party 
into centres of personal fiefdom with 
notoriousclcmenis loyal only to individual 
leaders. The process of disintegration that 
commenced under Ray’s leadership is now 
nearing completion. The firebrand Mamata 
Banerjee played a major role in accelerating 
the process. 

It may be true that there is a long tradition 
of inner-party feud and personal bickering 
among leaders of Bengal Congress. It is 
also true that inner-party feudsun occasions 
led to the formation of separate provincial 
committees. Instances are there also ol 
launching of .separate political outfits. The 
leadership struggle among Subhas Chandra 
Bose, Jatindianath Sengupta and 
Birendranath Sasinal alter the demise of 
Chittaranjan Das may be mcntionexl as an 
example. It was not just fair competition 
tor leadership among rivals. It went far 
beyond that. The leadership struggle 
between Saratchandra Bose and others of 
Bengal Congress in the forties was not 
clean. Ncithei can the ouster of Ihe 
Gandhian leader Prafulla Ghosh from the 
premiership of Bengal after independence 
by the Bidhan Chandra Roy and 
Kiransankai Roy group with the help of 
ariothcrGandhian leader, Prafulla Chandra 
Sen, and Atulya Ghosh be said to have 
been fair. But all these did not pose any 


threat to the existence of the Congress in 
Bengal. The most severe Wow before 
Mamata’s punch had come perhaps from 
Ajoy Kumar Mukhcijee in the late sixties, 
when after quitting the Congress he formed 
the Bangla Congress and paved the way 
for the United Front with the CPI(M) to 
come to power after defeating the Bengal 
Congress for the first time after 
independence. Even (his could not finish 
the Congress. It survived, though with 
depleted strength. The Congress vote bank 
ab.sorbed the shock and remained more or 
less constant till 1996. 

It may be noted that though the Congre.ss 
could not come back to power, the 
percentage of non-Left votes did not 
decline over the years in any significant 
way. In the 1984 parliamentary election, 
the Congress and its allies and the Left 
Front received almost equal votes. The 
Congress and its allies got 48.2 per cent 
of the total valid votes ca.ste and the Left- 
Front 48.4 per cent, though the Congress 
won only 16 parliamentar\' .seats. After the 
1977 election this was the peak reached 
by ihe ('ongress. However, it continued 
to get around 40 per cent of the valid votes 
in subsequent elections us well, except in 
1991 when it got 36.92 per cent. The total 
non-Ijrlt votes did not decline in any 
appreciable way after 1984. In the 1991 
election tiie BJP took away 11 .b,*! per cent 
of the non-Left vote. In the 1996 
parliamentary election the Left Front got 
49.08 percent of the valid votes while the 
Congress got 40.09 per cent and the BJP 
6.88 percent. Tlic voting disparity between 
(he I eft Front and the Congress may not 
have been very significant in terms of their 
respective popularity. The difference may 
have been due to the better organisational 
ability of Cl-l(M) and also the advantage 
•I had ol being in power. It is evident that 
till 1996 the Congress was a force to 
reckon with. 

A perceptible change in the pattern of 
voting was noticed in the 1998 
parliamentary election, after the birth of 
the Trinamul Congress (TMC) ol Mamata 
Banerjee and the emergence of a new 
alliance between the TMC and BJP in 
West Bengal. There was a sharp decline 
in the Congress vote. However, the Left 
Front did not benefit Ifom this decline of 
theCongrc.ss vote. Out of 42 parliamentary 
.scats, the Congre.s.s could manage to win 
only one seat in Maldah. More .significant 
is the fact that the BJP opened its account 
winning a seat for the first time, that too 
defeating a sitting CPI(M) member of 
parliament from the red bastion of Dum 
Dum. In terms of votes as well there was 
a significant change. The Congress vote 
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was reduced to a low 16.45 per cent while 
the TMC-BJP alliance got 34.62 per cent. 
Together they got 51.07 per cent, which 
.shows a slim but sure non-Left majority. 
The I J 5 ft Front received 46.83 per cent and 
theCPI(M) alone 35.41 percent. The Left 
Front, however, was able to retain the 
same number of seats as in the previous 
election with a marginally reduced vote 
The percentage of votes for BJP went up 
to 10.19percent. while thcTMC got 24.43 
per cent of the valid vote. It is unlikely 
that the Congress will ever be able to 
reverse the erosion in its vote bank. Not 
being in power for so many years and 
without any hope for regaining it. the 
Congress is destined to be in the doldrums. 

The fall of Bengal Congress cannot be 
explained properly without an under¬ 
standing of the ri.se of the TMC in the 
existing scenario of Bengal politics. If 
corruption, nepotism, maladministration 
and deterioration ol the service sector were 
(actors intlucncing the voters, ncithei the 
Congress nor the Lett Front should have 
won any election. But the voters had no 
choice. Bengal Congress, a Icadcrless ami 
rudderless parly with a condemned past, 
cannot be an alternative to the Left Front 
which is organisationally far superior and 
IS led by a power-loving but seasoned 
leadership capable of maintaining a 
bhadralok’ appearance. The Congress 
took nearly 30 years to be deprived of all 
Its ideological triiiimings and be 
condemned as a party of power-mongers. 
But power has gone to the head of the 
leaders of the I-cft Front in 23 years. Now 
they have also becnchargcd with suffering 
Ironi the same power-related diseases and 
lo have lo.st ail their ideological moorings. 
In the process people al.so lost almost all 
inspiration forpoliiical and .social initiative 

It is in this gloomy scenario ol Bengal 
politics, when the people were looking for 
a third alternative with all of their 
scepticism, that MamataBanetjee emc.ged 
IS the principal opposition leader, touching 
the right political note and at the right 
lime. Both the Bengal Congress and the 
Bengal Left are responsible for her 
emergence in Bengal politics as a major 
player. Notwithstanding the infantile 
disorders she suffers from, people by and 
large believed her to be honest and a leader 
capable of Fighting the corruption and 
high-handedness of Left leaders and 
cadres. She has been able to build up the 
image of an uncempromising anti- 
establishment leader and a friend of the 
poor. In the context of the frequent violent 
intcr-party clashes that arc taking place, 
particularly in rural Bengal, leading to 
many deaths and considerable destruction 


of property, and the general perception of 
the partisan role of police. Mamata 
Banerjee has emerged in the public eye 
as a champion of the suffering people. It 
is interesting that even among the followers 
of other Left parties, particularly among 
those who have Miflercd at the hands of 
the ovei-/.calous (’Pl(M) cadres, there arc 
quite a few who have a soft comer for her. 
There is no doubt that she is the only anti- 
Left leader in Bengal who has a growing 
mass base. It was she who charged the 
Congicss with being the ‘B-tcam’ of the 
CPK M) and could make the charge credible 
to the people. In the process she sounded 
the death-knell of the Bengal Congress. 

In the ensuing parliamentary election, 
the Bengal (’ongiess is not likely to get 
a single scat without the tacit support of 
the CPKM) at the local level. Except the 
lone seat they had won from Maldah in 
the last election, there may be one or two 
other constituencies, like Raigungc in West 
Dinajpur and Berhampur in Murshidahad 
district, where the Congress candidates 
arc likely to oMor any challenge. The late 
ot the new alliance ol TMC and BJP will 
largely depend on how far it can win over 
the Congress voicis in this election. The 
alliance can ensuie the victory of its 
candidates only ihiough the forfeiture of 
the secuiiiy deposits of Congress 
candidates. Otheiwisc the Left Front will 
sweep the polls, g.iiiiing f rom the division 
ol non-Left votes (here may he const 
dcrable erosion m the original Lett vote, 
but the CPI(M) will make an all-out effort 
to make up lor this erosion with its 
organisational siiongih and wcH-oiled so 
called technical machinery. All political 
parties tiy to take tcci lursc of this mclht'd. 
hut the most oigamscdone naturally denves 
the most benelit In a cIo.se contest this 
ultimately determines the result and the 
ruling paily is likely to be gainer m this 
game. 

ITie parliamentary election may 
well prove to he a iiirmng point in Bengal 
politics. Allegaiions arc there already that 
the Congress and the CTl(M) have come 
lo a tacit undcrstaiuh ng to fight the common 
enemy. Howevci. il theCongre.ss docs not 
suffer heavily at the hustings, the survival 
of the TMC as the leader of the third 
alternative will bo at a stake. If Mamata 
Banerjee can increase the votes of her 
party, diminishing thcCongiess vote-bank 
and winning a substantial number of 
floating votes, her political future will be 
assured. On the other hand, a decrease in 
the number of votes compared to what her 
party had got in the 1998 election will 
surely spell trouble for her political 
existence. The Left Front, particularly the 


CPl(M). will make an all-out effort to cut 
her down to size, whether by hook or by 
crook. The Congress is in no way a threat 
to the CPl(M). Mamata Banerjee is now 
tlie real challenge. 

Mamata Banerjcc’s emergence as the 
principal opposition leader is al.so an 
ominous signal lor Bengal politics. This 
is not because ol her gimmick-proncness 
nor lor hei lack ol aptitude for the so- 
callcd dignified political tradition of the 
Bengali bhadralok - which is what she is 
as often accused ol by Lcll politicians - 
but because of her ciratie temperament 
and lack of political farsightedness. 
However, she has proved to be very 
consistent in pursuing horone-point agenda 
of teaching the Ixift Front, more preci.scly 
the CPI(M), a lesson for its arrogance In 
pursuing this agenda, she not only sounded 
the dcath-knell ol Bengal Congress but 
also facilitated the entry of BJP into 
mainstream politics in Bengal. The trend 
that has been set in Bengal politics by both 
the rilling and opposiiion parties can be 
said to be one of crude pragmatism, devoid 
ol any sense ol propriety. If achieving 
powei becomes the aim-m-it.self, allowing 
any means for achieving it. politics 
degenerates u. puwer-iTioiigermg. And that 
has happc'ned in Bengal politics Mamata 
Banerjee may be the crudest example, but 
the Left leaders do not lag far behind. The 
Bengal communisis came lo power 
accusing the Congress of ideological 
degeneration and pow er-mongering. Now 
they arc m the same trap. Twenty-three 
years of power has robbeil the communists 
ol all of their ideological mooiings. The 
I ongtess went through the same process 
and alter ^0 years they are now almost 
pushcdiHitoftlie politic ,il .iicnaol Bengal. 
Will commum.sts follow them' Perhaps 
not bet Ol 0 I yo| i Basu. t no master pragma!i.st 
and the bhadralok icon, departs from the 
political arena. 
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Karnataka Electricity Reform Ordinance 
Much Ado about Nothing 

D K Subramanian 
Vinod Vyasulu 

Power generation and distribution has long been a state monopoly in 
India. State electricity boards have suffered from excessive and 
arbitrary government interference. They have run at a loss and have 
failed to meet the power needs of their consumers. Unbundling and 
privati.mtion have recently been discussed. The Karnataka Electricity 
Reform Ordinance is meant as a step in the direction of improving 
efficiency and trunsperancy of operations. But it is not likely to .solve 
the basic problems. It tinkers with form not substance. 


THli govcmur of Karnataka has promul¬ 
gated the Karnataka Electricity Rclbmi 
Ordinance |y‘)9 to bring about major 
changes in the way the power sector is 
organiseil in Karnataka. Tliere has been 
a great deal ol debate in recent years on 
Ihechronically crisis-riddcncleetrie power 
situation in this state.' Why the loute of 
an ordinance was chosen is not clear: what 
is the urgency? When a debate has been 
going on, it could as well have taken place 
in the assembly, and a law passed at the 
end ol the der ate This would have cn- 
.ibled all stakeholders to put forward their 
concerns, and areeptable compromises 
could have been arrived at. This process 
would have, avoided the impression that 
the government is trying to do something 
surreptitiously, and that would have helped 
in getting the eo-opcration of all con¬ 
cerned in accepting the major (and per¬ 
haps for many, painful) changes that arc 
undoubtedly required. But the decision 
has been taken, and we have to move on 

This paper is oigani.sed as follows. The 
background to the current .situation is 
provided in Section I as this is essential 
to understand the nature of the reform that 
is needed. Some e'',i>'nients arc made on 
the ordinance recently promulgated in 
Karnataka in Section II. No effort is made 
to provide a summary of the ordinance - 
It is assumed the reader is familiar with it. 
The lcs.sons to be learned from this epi¬ 
sode are bnelly di.scu.ssed in Section III. 

1 

Background 

It is necessary ro begin by remembering 
that the state electrieity boards were set 
up several years ago with high hopes, and 
alter careful study.’ It was then felt that 
electric power is a crucial sector that must 
remain in die government domain for 
several le.isons For one. the electricity 
industry, it was I'cheved, is a ‘natural 
monopoly’, whe'e* only the state can 
(unction etleclively. .\noiher rea.son was 


the prevailing ideology of the time - the 
government must control the commanding 
heights of the economy. Electricity was 
undoubtedly part of the commanding 
heights. The third was the need to reap 
the economies of scale from a vertically 
integrated electricity industry, .so that so¬ 
cially underprivileged sectors could be 
cross-subsidised. There could have been 
other rcd.sons too. Thus generation of 
electric power (from non-atomie .sources) 
and its distribution were kept in the same 
organisation at the slate level. In thi.i sense, 
the electricity boards were a vertically 
integrated unit in the same sense, fur 
example, as Telco was. This was seen as 
a strength ol the organisation to meet its 
social obligations. 

The hoards were to function free of day- 
to-day government control. That is why 
they were not .set up as government de¬ 
partments, but given autonomy in many 
matters. They were to take commercial 
and business factors into account, and 
tunction accordingly. They were to give 
a modest return of 3 per cent to the go veni- 
menl. If for any reason the government 
decided on subsidies, it was to reimburse 
the board in full. The board structure was 
considered flexible enough to ensure this. 
It was a well considered and well planned 
strategy. 

Over time, in the mid-1970s, the union 
of India felt the need for expanding its role 
in this scctoi ' This is not .surpri.sing, as 
the generation, transmission and distribu¬ 
tion of eIccMicity was .seen as a function 
that the government had to discharge - 
there was no question of pnvate sector 
participation.** As a result, changes were 
made in the existing arrangements, anti 
generation activity was also undertaken 
by central agencies - the National Tliemial 
Power Corporation (NTPC) and the 
National llydel Power Corporation 
(NHPC) being the two majororganisations 
in this area. This led to a number of com¬ 
plexities in the working of the electricity 


system. What if the bills of the central 
agencies were not paid by state boards?-' 
Experience has taught us that the boards 
have not done well. Before restructuring 
the boards, we must understand whether 
failure is attributable to the boards or to 
the government. Only if the reasons for 
failure were internal to the boards will a 
new organisational design help. When 
drawing up the new design, we must decide 
if the new system is to be an enabling one 
in which the new structure is free to evolve 
within a defined framework, or if it is to 
function within strict guidelines specified 
in the act. Our tendency in India is the 
latter - many things are spelled out in the 
law as passed. But this is not the best way 
to build institutions. 

There arc many rca.son$ for the poor 
performance of the boards - and these 
could vary across the states. We focus 
here on Karnataka. This state had, effec¬ 
tively, separated generation and distribu¬ 
tion of power. The KEB has been respon¬ 
sible for distribution, and the Karnataka 
Power Corporation (KPC) for generation. 
By and large, the KPC has been showing 
profits. The problem has been with the 
KEB, that is, with transmission and distri¬ 
bution.*’ It is this that this ordinance is 
meant to .solve. Except perhaps fo'' 
disinvestment and consequent privatisation 
at a later date, the KI’C is not the subject 
of ihisdi.scus.sion. Thcregulatory body seems 
to be an add-on. fhe government of India 
has set up a Central Electricity Regulatory 
Authority (CERA), and it has advised the 
states to .set up such a body. The govem- 
mern seems to have taken advantage of 
the ordinance to do this as well The merits 
of setting up a regulator on its own. rather 
than as part of a KEB restructuring cxci- 
ci.se, have not been discussed. If they had 
been, turf wars could have been avoided. 

There has been opaqueness in function¬ 
ing - inloimation is not shared with the 
public and others interested. The organi¬ 
sation has become another government 
department,^ remote from consumers, 
dependent on decisions and funds from the 
slate government, and yet supposedly rcs- 
pon.siblc for results. That result has been 
.serious disruption of the power sector- with 
consequent impacts on the state economy. 
It may be worthwhile to recall the expe¬ 
rience of Bangalore industry with the 
Bidadi multi-fuel project in thiseonnection 
Government was not only completely 
non-cooperative, it did not honour agree- 
mentsentered into in good faith. This is noi 
a promising ba.se for future eo-opcration. 
Users of electricity too arc so unhappy 
with the way they arc treated by the KEB 
that they will support any move that is 
seen as cutting the board down to size 
There have been problems with staff - 
overstaffing, poor motivation, indiscipline, 
etc. The KEB has a large number of meter 
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readers, linemen, etc - far more than 
necessary. This is a problem of long stand¬ 
ing. There have been problems of lead¬ 
ership, with generalist administrators rather 
than technical people heading the boards 
most of the time. There have been prob¬ 
lems of altitude - the KEB has worked 
like any other government department: 
blind and unthinking adherence to out¬ 
dated and irrelevant rules is the norm. It 
has become remote from the ordinary 
people, and has placed itself above them. 
There has been politicisation of the 
wrong sort. Decisions have been made 
outside the board and then rubber-stamped 
routinely. 

A new design must. then, learn from all 
this experience. It must address the key 
problems and make a new start. We have 
to .see if the mixicl in the ordinance does 
so. There has been a change in technology 
during the past 30 years, we can now use 
sophisticated electronics and computer 
devices to monitor a system, connect a 
small generator to the system (this was not 
possible till a few years ago), meter the 
consumption of cu.stomers from a central 
place, control substations and generating 
stations, and regulate the system online 
for greater reliability and availability. 

A community or organisation can have 
Its own power plant at a lower cost of 
operation. 'Ihc old theory ol economies tif 
scale is no longer valid. Also, due to heavy 
cross subsidies the cost ot grid energy is 
moie than that of self-generation lor many 
oigani.sations. This has led to large-scale 
localised decentralised power generation 
coming up in large numbers .Still there 
is a need for a centralised exchange to 
share the surplus energy of a given person 
at a given time to a needy person at that 
instance. A deregulated market is sup¬ 
posed to do this moving away from large 
power (ilanis to a large number of small 
ones sharing their energy with others. The 
technology for small-scale power plants 
h.i.s also improved considerably and this 
has rc.sulted in a large number of small 
plants coming up cither for own u.si. or for 
sales. Any new organisational set up should 
consider this aspect seriously. 

When wc have power supplied by 
various agencies like KEB. NTPC, Atomic 
Power Authority. Neyvcii Lignit Corpo¬ 
ration and many individual IPPs, it is 
necessary to evolve a common control 
strategy for load despatching so that we 
can meet the user's requirements without 
degradations. Load despatch with a com¬ 
mon control strategy is the backbone of 
today’s high quality power. This will 
dynamically state what should be the power 
generation at a given instant of time based 
on the load at that instant and will decide 
the power sharing amongst the many 
genet ating .stations. This policy should be 
implemented by directly adjusting the 


generation of each plant in the system. 
Any change in policy should take into 
account the role of load despatching also. 
We have the southern regional electricity 
board doing this Job in conjunction with 
the state electricity board’s load despatch 
centres. A provision for this is necessary. 

II 

Ordinance 1999 

On a first reading, the design created in 
the ordinance is impressive. It conforms 
to the insights of economists from indus¬ 
trial organisation theory. It .seeks to create 
a distance between the business of running 
the power sector and i ssues of governance. 
It recognises the needs of consumers, and 
pntvides for them. It stresses the impor¬ 
tance of competition. All this is most 
positive. 

The ordinance goes into a lot of detail 
- it is 63 pages long. Thus, the idea is to 
foresee as many situations that arc likely 
to arise as possible and provide for them 
in the law itself. This is not enabling 
legislation that permits evolution to take 
place within a detlned and acceptable 
framework. It is a law that ex|>ccls work 
to be done within a clearly defined frame¬ 
work. This is a negative feature. 

Wc ha VC to ask, though, whether a ‘good’ 
design is enough to make an organisation 
perform. If so, why did the electricity 
boards fad? I'hcir design was undoubt¬ 
edly good. One reason foi this lies in the 
clause that permits the state government 
to ‘issue directives’ to the board. These 
directives cannot be rejected by the boards. 
Given that the boards were often headed 
by civil servants whose career path had 
no link with the perlormancc of the board, 
there was little resi.stancc in the past to 
accepting such directives. Oltcn, a formal 
directive was not even necessary, a phone 
call would di'.** And these diiectives arc 
outside the scrutiny of any agency - the 
government, it is assumed, is always right. 
The exercise of this near ‘divine’ right has 
led in large measure to the present crisis 
in the hoards. 

'I’he ordinance contains this clau.se. We 
quote from Part-lV on the ‘Powers of the 
State Goveniment’, Section 12: "(DThc 
stale government shall have the power to 
issue policy directives on matters con¬ 
cerning electricity in the state including 
the overall planning and co-ordination." 
The use of (he word ‘shall’ is emphatic. 
The act does not define terms such as 
‘policy’, ’overall planning’ and co-ordi¬ 
nation’ . Are the tariffs charged to different 
clas.scs of consumers matters of policy? 
In the disputes that followed the recom¬ 
mendations of tne Telephone Authority of 
India in April 1999, this was indeed the 
case.^ The government of India issued 
directives to the TRAl that many felt were 
uncalled for. Phis is more than likely to 


happen when power is worded in such a 
vague way. 

If the exercise of arbitrary power in the 
past via directives is the cause of financial 
and other crises, how can wc expect things 
to be different because we now have a 
commission instead of a board? This is a 
question that the ordinance fails to answer. 

A regulator is a creature of the legisla¬ 
tive branch of government, and not of the 
executive. The government of Karnataka, 
headed by the chief minister, is the execu¬ 
tive branch of the state. The regulator, as 
a creature of the legislature, has to serve 
as a watchdog, not only on the vanous 
players in the ptiwer sector, but also on 
the government which is a major player 
in this .sector. The regulaioi must directly 
submit Its requirements ot lunds to the 
assembly, which should approve them, 
with necessary modifications after debate 
on the work to be done by the regulator. 
The regulator must submit an annual report 
directly to the speaker of the hou.se. The 
ministry should not be the channel through 
which the regulatoi approaches the house 
And the funds of the regulator must not 
be treated as a ‘charged’ item (clause K(4)] 
on which there is no debate. The chief 
minister should not be the boss’ of the 
regulator, it the regulator is to perform. 
This IS essential. 

If directives become necessary - and 
that IS a miH)i point - they must he given 
by ihc legislature that creates the watch¬ 
dog, not the agency being watched. This 
clause is a way by which a creature of the 
legislative branch is subordinated to the 
executive - ironically, with the sanction 
ot the legislature, lor it passes the law. But 
the anomaly remains This clause enables 
the executive to bypass the legislature. 
The fact that funds also come through the 
government makes the commission more 
vuln.'iabic. 

This clause gives one player power Ihc 
others lack- it creates a conllici of inlcre.st 
that mu.st be avoided, if we wish to learn 
trom the past The point is not that the 
govemment ot Karnataka has no role in 
making policies in the nower sector. Tlie 
point is that the policy role iiius' be distinct 
from the opeiational role. II the same 
agency ticcidcs both, wc have confusion 
as experience in this and other sectors tells 
us. Tlie policy context mu.st be clearly 
definetl and laid out The limits of policy 
must be made clear 

It is therefore necessary to define policy 
clearly, and vest this policy-making power 
with the cxeeulive branch of the stale 
government. 1 he regulator must be given 
total I ree Jom (within the framework of the 
law) in Its domain. Its budget must be 
approved directly by the state assembly, 
and not routed via the ministry of energy. 
A system tor this has to be set up. hut this 
issue has not been addressed at all This 
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can be dune by defining its duties clearly, 
and by ensuring that an appeal to the 
courts is open to those aggrieved. The 
GoK must be kept at u distance. This 
clause must be droppetl when the assem¬ 
bly considers this ordinance. 

Why should the coitimission be limited 
to three ineinhers? C’an all the 
•speciahsatioiis required for it to funetioii 
be found in three people? Is it not better 
to piescribe a range, say. between .seven 
atid eleven members? Why should the act 
worry about then inter.\c seniority' If the 
commission cannot deal with these mat¬ 
ters. we are starting on the wrong fool. 
This only shows the bureaucratic mind¬ 
set of tho.se who have dralted this ordi¬ 
nance. It will pervade the agency from the 
members downward. Is that what we need? 
How are consumer.i to be represented? 
Should not one member represent their 
interests directly'.’ There should be a more 
diverse commission. This matter should 
be reviewed on the basis ol larger debate. 

The pro|K)sed ailvi.sory council cannot 
take the place of skills being available 
within the regulatory commissK'n. It is at 
best a torum where the commission can 
elicit views and opinions. The experience 
of such advi.sisry committees m other 
agencies should be looked at betore re¬ 
posing much faith in their eiricucy. 

Who appoints the membeis of the com¬ 
mission? It scei IS to be the government. 
Is this an unlettered power? Should not 
the government’s nominations be ratified 
by the assembly? Should not the speaker 
is.sue the appointment letters ’ After all, 
the rcgul.itor is a creature of the as.scmbly, 
not of the executive. Is the method ol 
.selection open? Should not the process be 
subject to a sunshine’ law? Should it not 
be incumbent on the candidates to meet 
with the diltercnl constituencies their 
decisions will atlect, and answer their 
que.stions? In the US. any candidate for 
president '<1 a university m l lorida must 
meet such gn.ups and answer their ques- 
"ons. These groups then give their inputs 
to the search comin'itx’. This is not an 
afiront on anyone's dignity. It is a trans¬ 
parent process, and it will make it easier 
for different groups to accept unpleasant 
decisions that such a reguialor will have 
to lake. 

Should not the selection eominillce be 
appointed for a 11 xed term? The ordinance 
simply says it shall constitute a .selection 
comniiilce. It the chairman is a retired 
judge of the Supreme Court surely hc/she 
can handle this responsibility. Clause 57 
lepcjis the power of government in this 
rcgaid. ( lause 57(2»a says that ’’the pro¬ 
cedure i.) iH- adopted by the .selection 
committee tur the discharge of the func¬ 
tions under I'ne i.rdinancc" may be given 
by the govetmneni I his is a case ol 
overkill. It is as il a i v-inmiiice headed by 


a retired judge cannot be trusted. This is 
a good indicator of the mind-set of the 
government of Karnataka. 

W'hy should the government decide the 
rcmuricrdtion ol the members? Why should 
conditions of service be “as may be pre¬ 
scribed” (clause 6.2)7 Pre.scribed by 
whom? The bureaucracy? Why? Is it to 
ensure that persons with high qualifica¬ 
tions and experience outside government 
find this position unattractive? Should this 
not be left to the selection comniiltec to 
settle? Docs the government have .so little 
confidence in this committee? 

Why should the members take an oath 
ol office and secrecy (clause (6.3))? Whal 
IS the secrecy involved? Is it not the idea 
that the commission introduce transpar¬ 
ency'*’ into the operations of this sector? 
Should the members be fettered Irom 
sharing mfoimatiun by such an oath? Who 
decides what is 'secret'? People holding 
such high office must be trusted, and if 
at faul*. they must he prosecuted under 
proper laws. Such arbitrary mu//.ling must 
be opposed. This clause must be removed. 

Part HI, on the proceedings and func¬ 
tions of the commission, docs not mention 
any rc.scarch - perhaps because our gov¬ 
ernment does not believe in it. For such 
a commis.sion to do its work, it is cs.setitial 
that it liaise closely with rc.scarch insti¬ 
tutions in and outside the stale. It must 
have access to recent advances in Know¬ 
ledge. not depend on the bureaucracy for 
such mformulioii. It must have some re¬ 
search competence within itself. It is 
essential to add explicitly that the com¬ 
mission, as part of its proceedings, will 
interact with rc.scarch agcncie.sof all kinds. 
It must have, the power, and funds, to 
sponsor rcsc.irch in areas it considers 
important. This is an important lacuna m 
the ordinance. 

I'hc functions <>1 the commission must 
include a clau.se that empowers it to 
encourage conservation of energy. It must 
support measures that lead to greater 
efficiency in the use of devices that use 
energy. Demand side management is 
important. This can be done by focusing 
on the services that consume energy, and 
by supptirtingcflicicncy improvements in 
such services in all ways. For example, 
the use of CFL lamps in place of the 
common light bulb must be encouraged, 
riic ordinance is silent on this important 
matter (Sccli' n II). That may mean this 
issue gels no attention at all, or worse, is 
treated as outside 'the terms of reference’. 

There is one more area where confusion 
may prevail, fhe commission has' the 
power to issue licences (clause 11c). 
Clause 19discus.sc.s licences in detail. First, 
licences arc only in transmission and supply 
or distribution (19.1). Clause 18(1) also 
refers to ‘transmilling electricity’ or to 
‘supplying electricity, including its bulk 


supply'. What about retail supply and 
distribution? Things are not clear in this 
wordy document. 

What are these licences for? Will the 
commission in its support of competition, 
limit licences as in the past regime of 
licence raj? Will the commission insist 
that a tran.smitting company transmit power 
from any generator who wishes it’’ Will 
It limit licences to one per area so that there 
IS a local monopoly? There is no indica¬ 
tion of whether this power will limit Irce- 
dom of entry into these activities. There 
is no indication of the basts on which this 
power will be used. Given past experience 
of licence raj in India do we need licensing 
at all? Will not this power choke compe¬ 
tition rather than encourage it? This is a 
major i.ssue that merits debate. 

Il IS, in our view, not desirable to mention 
amounts that the commission can impn.se 
as fines in the law itself - clause 42, for 
example, mentions amounts of money - 
a lakh for this, 2(),(X)0 for that. We know 
from experience that inflation makes 
nonscn.se such numbers. Why not leave 
it to the commission to decide in its wisdom 
- saying, perhaps, that at the ti me of pa.s.sing 
the act. these amounts .seem reasonable for 
such offences? If not, it will not be un¬ 
common for an offender to pay the fine 
and continue to offend, because it is so 
much cheaper to do so. L,ook at the fines 
lor contravening the provident fund pro¬ 
visions -today the line amounts arc trivial. 
Unscrupulous employers will find it legal 
to cheat employees, and pay a fine and 
dir the same again. .Such situations can and 
mu*' be avoided. Perhaps an enabling 
provision for exemplary and strong pun¬ 
ishment ot wilful offenders would be a 
good idea. 

Whal about the technical aspects? An 
important concern is the issue of toad 
balancing, in peak hours, there may hi', no 
problem. Hut in olf-pcak hours, it may be 
ncce.ssury to back down .some plants. 
Logically, these should be the high cost 
plants. But the powcrpurcha.se agreements 
tlial are being signed with some private 
generating plants guarantee off-take at high 
levels of generation. In Maharashtra, the 
agreement with Enron implies that lower 
cost plants which belong to the MSEB will 
have to be hacked down. This means lower 
elfieiency, and higher costs for consum¬ 
ers. Two points need attention here.. One, 
is there any rca.snn to believe this will not 
happen in Karnataka? Two, does the 
regulator have access to all the informa¬ 
tion needed for such decisions? Will it be 
in a position to know what central plants 
arc doing? If it has the information, can 
it impose its will? We have our dounts. 

The ordinance is silent about load des¬ 
patching. Who will do this job? Who will 
co-ordinate the instantaneous generations 
of several plants such that they meet the 


2302 


Economic and Political Weekly August 14, 1999 



load requirements and both frequenc) and 
voltages are maintained and the partici¬ 
pating generating plants agree on the 
desired generation values? Load despatch¬ 
ing is an importuiit function in an elec¬ 
tricity board and it encompasses genera¬ 
tion and transmission. It should not lead 
to load shedding frequently due to lack 
of co-ordination. In what ways will the 
proposed Karnataka Power Transmission 
Corporation (KPTC) be different from the 
KEB? Clauses 14 and 1.5 deal with the 
reorganisation of the KEB. Assets and 
liabi lilies are to be transferred to the KPTC 
from the KEB. Apart from the legal re¬ 
quirements, Clause 15 transfers all em¬ 
ployees to the KJ’TC. What will the KPTC 
do with so many meter readers and the 
like? Transmission is a capital intensive 
activity and without money it wil! pose 
problems. Disiribulion can change radi¬ 
cally with the u.se of modern technology. 
It is, lor example, not necessary to have 
meters (whether tamper proof or not) and 
meter readers any more, because the 
consumer’s use of power can be ‘read’ 
Irom the .sub-slalion. This is ju.st the way 
lelephone use is monitored for billing 
purposes. li the regulator wants toencour- 
age the use of such equipment, can Ihc 
W’TC, with Its large stall, do .so'' Can the 
legulator reduce corruption in this way? 
Where will all oi the meter readers go? 
Is the problem one of a ‘boaid’ design 
versus a ‘corporation’ design or is it more 
basic'' Is it not the question of corruption 
and ovcrstal fing that is the problem'' How 
(toes the ordinance tackle this? All that is 
being done is change the name of the 
oiganisation leaving intact its problems. 

Things could be worse. The new licens¬ 
ees are unlikely to employ all the KEB 
people. They will set up .shop in adiflerent 
way. Just .IS the new private banks operate 
with fewer people and high technology so 
will the new private power transmitters 
•ind di.stributors. In what way does this 
ordinance solve the ba.sic problems of the 
ai I ing power sector? Is it not making th i ngs 
worse? 

We have said enough to make our basic 
points. This law. in our view, should be 
briefer: it should enable the commission 
to function. It .should have a larger number 
of members, and it should trust them to 
d greater extent. It should have indepen¬ 
dent funding from the assembly, and it 
should give a report directly to the a.ssem- 
i'ly each year. It must support rc.search. 
And the GoK should be kept away without 
a remote control in the form of directives 
" can issue. The stmctural problems con- 
lionting the KEB should be tackled hon¬ 
estly, not shifted in complex organisational 
:e-crealions. These, we would argue are 
neccssai 7 preconditions for the success of 
a regulator. We do not yet know if they 
I're sufficient. 


in 

Conclusion 

Although the reasons for the plight of 
the KEB and the electricity sector have 
not been analysed in this papci, it is clear 
that the board has been suffering because 
of what the economists call the principal- 
agent problem. The board has been an 
agent of customers in its stmeture. Yet, 
customers, as principal, had little control 
on its decisions and actions and therefore 
hoard officials, as agents, have been tak¬ 
ing decisions in their own interest. The 
whole picture is much more complicated 
because there have been a range of 
subagents as well (lovcmmentas ‘owner' 
has been another principal. The .system of 
‘diicctivcs’ has tacilitated their working 
at cross purpo.scs with remote principals. 
In its working, not design, the system has 
been deficient. 

The fact that the state had relatively 
healthy flnance^ at the time, and that it was 
in a sense an agent I'l the civil service, also 
complicated the matter. The board was a 
nexus of .several principals and multiple 
agents. Sub.sldle^ could be used to cover 
the consequences of various decisions that 
these agents tixik. I'he result was the mess 
the KEB found itself in over the years. 

The new model in the ordinance does 
not tackle this problem. It linkers w'ith 
form, not subsianec immediately connected 
with electricity The slate is in the middle 
ol a fiscal crisis, and any source of lunds 
is welcome. There are possibilities of large 
loans for power Irom the World Bank. The 
state government would like to tap these 
funds. By iiieans ol this ordinance, it is 
gelling into the queue. 

The World Bank has dear views on the 
reforms it .supports But this may not be 
ha.scd on an undei standing of the gr mnd 
reality in Karnataka But it insists on an 
‘unbundling’ exercise and eventual 
privatisation of the sector. This has hap¬ 
pened in Orissa.' ‘ Whatever the nature of 
the problem and the debate, the state 
government would like to make the 
changes that it thinks will improve its 
chances of getting a World Bank loan. 

Electricity .supply is a field in crisis lor 
a number of reu.sons. It is difficult to make 
the changes that the structure demands. It 
is also possible to please the indu.stry lobby 
by these kinds of changes because it would 
appear that rates lor indastry may come 
downorthe.supply position improve With 
elections approaching, it is prudent to 
appear to be industry-friendly. 

"The reforms also enable the stale gov¬ 
ernment to abdicate its responsibilities 
without in any way .surrendering power. 
If there are problems it can blame the 
regulator or the new corporations. But 
ihmugh the power to give directives, it can 
pander to its lobbies and feather its ow n 


nest via ‘jobs for the boys’ policies and 
the like. 

The approval of the ordinance in the 
house will solve none of the basic prob¬ 
lems ol the power sector. It will be passed 
because the government thinks that it will 
lead to loans. The crisis reinains. It can 
only intensify further. 

It is the underlying core of problems that 
need to be looked at and solved. The best 
thing that can happen to this ordinance is 
to let it lapse. The ordinance then would 
have served the laudable function of fo¬ 
cusing attention on this important subject. 
Given the political situation that may well 
happen. 

Notes 

(An earlier ilrafi was presented at a ineelinj! of 
the energy ecniinillee ol the fireater Mysore 
Chaiiiher of Industry and revised in llie light of 
the discussions there S Kri.shiia Kumar and 
R .Sudurshaii eniiiincnted on on curlier dral'l. and 
we arc grateful to them Responsibility for errors 
and opinions is ours alone | 

1 Very iletailed suggestions for refonn have 
been made .See llie tJnFENl )lJ.S Approach, 
Etonomic and Polilual Weekly 

2 UnderlheKleeInrily(.Supply ) Act.firstpus.sed 
III I V4h, and amended many limes since Also 
relevant is ihe l.iw passed in lilt) 

) Hleclricily is in Ihe eoiiiuirent list in Ihe 
f'onstiluli'in. iutd both the union ,uid slates 
can pass laws in the ease of conflict, the 
iinioii laws prevail. 

4 Thoie weic a few pnviile si'ctor purlieipunts. 
.as a result ol historical ace idcnl in Ahineda- 
hud. Cal utia and llomh.i) But lliey had liltic 
role lo plav in Ihe growlti of Ihe sector 

5 fhere have been instam es of such dues being 
deducicd fioin Ihe plan assistance a slate was 
enlitled lo This ni.iLcs the mailer immensely 
coinplic.iicd f’learly. sohiiions weie long 
overdue 

6 In s[)eciru leriiis, the pr'iblciii ol iiaiisimssion 
losses which aic b.isually lliose ol power 
IhclI. .incl ol bee --upi'lv lo -.oioe sectors like 
agriciillure We inav note that the agncullua* 
sect.ii .IS arcsull gets vc.j poor quality power, 
and 'his le.ids It'a c iciouscjcle of inctriciencj 

7 this suggests lhal the problem is a deep 
loo.ed one not unique to |'ower If this is true 
basic icforms in goveinineiil structure will 
neeil lo precede clecliicily sedor rcforiivs 
1h.ll I.' a separate quc-siioii .iliogelhcr 

8 This IS ol course not true ''I eseiyone There 
have been many who iiied to keep an 
independent p'lsition But i( they were in a 
ma)only. esc 'aould noi he in this plight today. 

9 Discussed in D K ,Subrai!iaiii.ui and Vincid 
Vyasulu. ‘The TK.a; hiihioglio'. May 1999. 

unpublished 

10 ()ne of the reasons loi ''inhundhng'acomplex 
o'g.uiis.ilion IS to improce li.ui.sparency But 
tthilc ihc lefonn elloits may start with such 
laud.ihle mouses, when il conies to drafting 
laws ind legiilalions this kind of opaqueness 
IS ol'ieii buill 111 7'his is not Ihe first time this 
IS happ<-mng 

11 I here .u-e 'iiaiiv diflerenees between Onssa 
and Kuriiaiaka In (tnssa. farmers have alway.s 
paid a nnnmnim of .SO paise per unit for power 

It \v.is never tree Further, power use tn the 
agncullurc .-.cctor was around K per cent ol 
the lolal powei produced ’The situation in 
Kaiiialaka is dilferent. We have to ask if these 
l.-icls are relevant in Ihc context ot the 
resliucturing debate. 


Economic and Political Weekly August 14, 1999 


2303 



ASEAN and Regional Security 

S P Seth 

The question before ASEAN now is whether it should continue on its 
old course of mutual non-interference or re-energise itself through 
open political and economic debate among its member states even if 
it means scrutinising their internal affairs. 


THE lO-mcmber Association of South 
East Asian Nations (ASEAN) was under 
the microscope in Singapore at a recent 
annual meeting oi' its foreign ministers. 
The ASEAN, once held as a model for 
regional co-opcratiori, has become 
increasingly irrelevant following the 1997 
Asian economic crisis. All through this 
difficult period which is still not over, 
ASEAN was in hibernation. No one in 
the organisation could envisage a role for 
it of any kind. This is sad commentary 
because, not long ago, all big and small 
powers paid homage to its vitality and 
effectiveness. Many wanted to be as.so- 
ciated with it through membership ol its 
sister regional fora like the ASEAN 
Regional Forum (ARE), Asia Pacific Eco¬ 
nomic Co-opcration (APEC) organisation 
and so on. 

At its Singapore meeting, the question 
ot how best to re-invent ASEAN was 
debated by some of its members. During 
its heyday, the organisation projected an 
image of regional solidarity based on the 
principle of mutual non-interference. The 
question now is whether ASEAN should 
continue on its old course or ic-energise 
Itself through open pohliculand economic 
debate among its member stales, even if 
it meant questioning and criticising their 
internal affaiis. 

Thailand, backed by the Philippines, 
IS a proponent of the reformist line. 
AccordingtoSurinPit.su wan, Thailand’s 
foreign minister, there is an imperative 
need to re-invent ASEAN in a mote 
relevant role As he told the Singapore 
meeting, “Concerns and doubts have 
been raised about the standing of 
ASEAN as a regional organisation and 
its ability to play a leading role in the 
international arena”. Which led him to 
pose the question: “Are we tigers 
ascendant, an integral part of a new 
Pas die century, or arc wc last year's 
wounded cubs, transposed and 
forgiittcn ?’■ And he had no doubt that 
ASEAN would need to reinvent itself 
on a plailorni ot openness, greater 
regional ccononne 'iitegration and trade 
liberalisation. 


Malaysia, though, still upholds the old 
view of maintaining regional solidarity 
and unity based on mutual non¬ 
interference. According to its foreign 
mini.stcr. this has stood the organisation 
in good stead in terms of ensuring regional 
peace, stability, and nation-building. lie 
believed that ASEAN was being 
undermined by ‘.selective cnticism and 
vilification’ by foreigners in the wake of 
Asian economic crisis. They wanted it “lo 
discard its rntnius operandi” based on 
"the principles of non-interference in the 
internal affairs of one another...” He. 
therefore, urged his colleagues to “pause 
and carefully think through the options 
available to us. We should not accept 
those which are alien to our national 
psyche and hurtful to our national 
objectives.” 

Nothing was. of course, resolved at 
Singapore. The ASEAN, therefore, is now 
at a standstill and hence irrelevant, 
which is a pity because the organi.sation 
has an even more important role to play 
at a time when Asia-Pacific region is 
showing considerable volatility. For 
instance, it could play a useful role in 
moderating/defusing growing tensions 
from competing sovereignty claims 
over the Spratly chain of islands in ihc 
South China Sea. China and the Philip¬ 
pines are already feuding over some 
permanent structures built by the 
former over a reef they both claim. Now 
Malaysia has joined the fray with the 
Philippines, having erected a.stiucture on 
a reef claimed by Manila. China, in any 
case, claims sovereignty over all of South 
China Sea, with all its islandsand territorial 
waters. 

One way if dealing with this situation 
is an agreed code of conduct to manage 
the intractable question of sovereignty 
over the Spratly islands. The ABF, an 
expanded forum for discussing regional 
security issues, however, failed to adopt 
such a code at its Singapore meeting. The 
question has been rcterred to a special 
working group. Australia fears that a 
weak code, even if adopted subse¬ 
quently, will not be adequate to deal with 


recurring tensions in South China 
Sea. Canberra reportedly favours a code 
with a moratorium on the current race to 
occupy disputed reefs and/or build 
structures on them. But, with ASEAN 
hardly pulling any regional weight now. 
South China Sea tensions are unlikely to 
simmer down. 

Similarly, ASEAN and ARE are 
unable to play any role in other regional 
crises. ASEAN was once considered a 
potential regional counterweight to 
China. But, at present time, when China 
IS threatening Taiwan, ASEAN and ARF 
are mute spectators. When China’s 
foreign minister recently said in 
Singapore that there should be mutual 
respect in the region, instead of the 
‘strong bullying the weak' (alluding to 
US support of Taiwan’s defence), the 
irony of it was lost on everyone in the 
face of China bullying Taiwan. In the 
same way. ARF has virtually no rule to 
play on the Korean question. Recently,' 
there were two naval incidents involving 
North Korean ships, chased and sunk by 
the Japanese and South Korean navies 
respectively. Both had the potential of 
getting out of control to create a regional 
security crisis. There is no regional 
conllict resolution mechanism in place 
(apart from ARF which, in any case, is 
ineffective) to defuse such dangerous 
situations. 

A tense situation is al.so developing 
from North Korea’s likely test launch 
of a long-range missile, believed lo have 
a range of .3,.500 km or more. Japan, 
South Korea and the US arc pretty 
uncomfortable about it. Their diplomacy 
and threats do not seem to be working 
with Pyongyang. Japan’s white paper 
on defence pretty much captures the 
mood when it says, “North Korea’s 
missile development, coupled with sus¬ 
picion over its nuclear weapons 
development, is a serious concern which 
is becoming a destabilising factor not 
only for the Asia-Pacific region, but for 
the entire world”. 

It is not that a stronger ASEAN and 
ARF would have resolved regional 
problems. But there was hope that 
ARF might over time develop into a 
regional structure for conflict manage- 
menl/rcsolution. But with ASEAN now 
weak, divided and irrelevant, that 
protni.se doesn’t look like materialis¬ 
ing. And the Asia-Pacific region is 
developing into a region of multiple 
flashpoints, any one of which might 
blow up with dire consequences 
regionally and globally. 
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PERSPECTIVES 


WOdlife Protection and People’s 
Livelihood 

Building Bridges 

The 'Third National Consultation on Wildlife Conservation and 
People’s Livelihood Rights’ was a dialogue between those advocating 
the cause of wildlife and those struggling to uphold the human rights 
of communities living in and around wildlife. A report. 


OVEiR the last few years, conflicts have 
erupted in many of India’s national parks 
and sanctuaries and other wildlife areas, 
between officials and NGOs involved with 
wildlife conservation on the one hand and 
local communities and social activi.sts on 
the other. A lop down model of conser¬ 
vation, which has ignored the dependence 
and rights of local communities on the 
resources of natural habitats as also their 
traditions of conservation, is one of the 
main causes of this conflict. Other factors 
include the increasing politicisation and 
commercialisation of rural areas, break¬ 
down of tradition;;, and demands made by 
the growing human and livestock popu¬ 
lations. Simultaneously, wildlife and 
wildlife habitats, and the resource base of 
countless rural and tribal communities, 
continue to l>e desiniyed by the dominant 
industrial/commercial economy and the 
rampant consumerism of a rich minority. 
Ehe same governments that declared pro¬ 
tected areas (PAs) (national parks and 
sanctuaries), have today neither the will 
nor the loeans to protect these areas. On 
the contrary these very areas are being 
thrown open for activities like mining, 
dams, industries, tourism, roads and other 
so-called ‘developmental' projects. 

A senes of consultations, local to na¬ 
tional in .scope, has been attempting to 
reduce the differences between positions 
taken by the conservationists and social 
activists; in essence, to build bridges. In 
particular, the common iiitercst of these 
groups to counteract the powerful indus¬ 
trial and commercial pressures mentioned 
above, has drawn them together. An at¬ 
tempt has been made to build on this 
common ground for greater undenstand- 
mg and joint action. 

The basic understanding with which 
these dialogues are being held is that, for 
all participants, the aims of wildlife con¬ 
servation and that of ensuring the liveli¬ 
hood security of people living in and 


around wildlife habitats, are funda¬ 
mentally critical. 

Participants at the third consultation 
reiterated the principles that were laid out 
in the first and second consultations. In 
particular, the following were reinforced: 

(1) The fundamental right to existence of 
all wild animals and plants, and the need 
for protected areas and legal measures to 
ensure this right. 

(2) The fundamental right of local com¬ 
munities to the survival and livelihood 
resources which they have traditionally 
enjoyed, and to participate equitably in 
conservation programmes. 

O) The need for the full protection of 
threatened wildlife species across the 
country, for which certain inviolate zones 
(demarcated in a participatory manner) 
may be ncces.sary. 

(4) The unacccpiability of forced displace¬ 
ment of traditional communities from 
protected areas or other habitats. 

Commercial and Development Threats 

It was recognised that the major threat 
facing India's wildlife habitats and the 
livelihood interests of a majority of local 
communities, came from a rampant ‘de¬ 
velopmental’ process which was encour¬ 
aging the industrialisation and com¬ 
mercialisation of even ecologically and 
culturally sensitive areas. 

Mining: Concern was expressed at the 
rapidly expanding scale and magnitude of 
the mining indu.stry, especially in the new 
economic climate where mining is being 
made casiei and more lucrative. At least 
40 protected areas, and innumerable areas 
outside of these, were under threat. In 
addition, it was repotted that the ministry 
of mines and .steel was attempting to di lute 
even the existing environmental regula¬ 
tions governing mining, and to change the 
Mines Act to make mining permissions 
much easier. Participants expressed a need 
to study the specific impacts of mining in 


PAs and other wildlife habitats, and obtain 
a nationwide picture of this. A format for 
information gathering was circulated by 
Kalpavriksh. A joint statement was issued 
by the participants, protesting the spread 
of mining in ecologically and culturally 
sensitive areas, objecting to the ministry 
of mines move to dilute environmental 
regulations, and strongly recommending 
that mining policy and Mining and Min¬ 
erals Act should be amended to keep 
ecologically and culturally sensitive zones 
like protected areas and scheduled areas 
completely inviolate. 

Recommendations; 

(1) Investigations into the impacts of 
mining should be carried out in specific 
PAs and other wildlife habitats. 

(2) A national level study should be 
undertaken to get a comprehensive picture 
of mining in PAs and other wildlife habi¬ 
tats, and to build a database of people 
working on this issue. 

(3) Moves to dilute the current environ¬ 
mental regulations on mining, including 
those of public hearing and restrictions in 
and around i-cologically sensitive areas, 
should be opposed. 

(4) Mining policy and legislation should 
be amended to make ecologically and cul¬ 
turally sensitive areas off-limits to mining. 
(.S) The committee set up by the ministry 
of mines should be asked to provide a hear¬ 
ing to the panicipants of the consultation. 

Tourism: The meeting stressed that 
conservation and not tourism promotion 
or revenue generation is the main aim of 
PAs and other wildlife habitats. Partici¬ 
pants recounted many instances of tour¬ 
ism induced violation of local community 
nghts (including alienation of tribal lands) 
and wildlife conservation principles. 
Whereas some of the participants were in 
principle t ompletcly opposed to tourism in 
ecologically and culturally sensitive ar¬ 
eas, others were of the opinion that it can 
be beneficial intermsolsinsitisingpeople. 

Recommendations; 

(1) Tourism should be planned with the 
full involvement and consent of the local 
communities. 

(2) A substantial portion of the revenue 
earned from wildlife tourism should go to 
local communities and to the management 
of the park. 

(3) A strict environmental and social code 
of conduct should be formulated and 
enforced. 

(4) Tourist resorts around protected areas, 
and tour operators, should be charged a 
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conservation tax that should be put back 
into conservation and the management of 
the PA. 

(5) Comprehensive studies are needed to 
assess the ecological and social impacts 
of tourism in PAs across the country; 
where already available, these studies need 
to be collated and analysed. 

(6) Wildlife tourism should be diversified, 
to areas where there is currently no focus, 
and to subject matters other than large 
mammals like the tiger, to enable a reduc¬ 
tion in pressure on a few PAs. 

(7) The ‘tiger .show’ in places like Kanha 
Tiger Reserve and Bandhavagarh National 
Park (Madhya Pradesh) should be imme¬ 
diately stopped, as it is disruptive to 
wildlite. 

Railways anti highways: There have been 
many ca.scs of wild animals being killed 
by speeding trains in places where railway 
lines pass through protected areas and 
other important wildlife habitats. Examples 
cited were Rajaji and Dudhwa National 
Parks in Uttar Pradesh (railways) and 
Sariska Tiger Re.servc in Rajasthan (high¬ 
ways). Participants expressed serious 
concern about this, and about proposed 
highways in other areas (e g, Namdapha 
Tiger Reserve, West Bengal, and 
Bhimashankat Sanctuary, Mahara.shtra). 
Simultaneously the expansion of the rail 
and road network across the country has 
increased access to resource rich areas, 
facilitating wider exploitation of the re¬ 
sources and also providing channels for 
illegal trade in timber and wild animals. 
Nor in many ca.scs do they directly benefit 
the local communities in such areas. 
Examples such as Sariska Tiger Reserve, 
where a decision has been taken to divert 
a stretch of the highway that was to have 
gone th'^ough the re.servc, ate worth 
emulating. A joint .statement was i.ssucd 
by the participants, to the union minister 
of railways, expres.; ig concern about the 
death of wild elephants by speeding trains 
in Rajaji National Park in Uttar Pradesh, 
and urging appropriate action to eliminate 
future such i.icidcnts. 

Recommendations; 

(1) Systematic site-specific documentation 
should be carried out, of damage to wild¬ 
life caused by roads and railways. 

(2) A national picture needs to be built up 
based on such documentation, to gauge 
the overall extent of the problem 

(.1) A scries of measures should be tried 
out to eliminate or mininiise the conflicts, 
.such as di vet sir m of tracks/roads wherever 
feasible, avoiding night trains and night 
traffic on highways within PAs and other 


wildlife habitats, and reduction of speed 
in sensitive areas, and so on. 

Poaching: Poaching continues to be a 
serious problem, to some extent within 
PAs, and especially so in wildlife habitats 
outside PAs. There is a need to clearly 
distinguish large-scale and organi.scd 
poaching involved with wildlife trade 
(emanating largely outside local commu¬ 
nities though often involving individual 
members of these communities), from cases 
where local people may kill wild animals 
to protect their lives, crops, livestock or 
property, or for food. Both kinds of hunt¬ 
ing need to be tackled, but with different 
kinds of mea.surcs. Participants expressed 
the inability of both villagers and forest 
officials to tackle organised poaching, 
especially due to its connections with 
powerful people in and outside govern¬ 
ment. There was also concern about fal.se 
cases of poaching which are often filed 
against villagers and activists, while the 
real poachers go scot-free in many in¬ 
stances. On the other hand, examples were 
mentioned of successful collaboration 
between forest officials and villagers, to 
curb poaching (c g, at Tadoba National 
Park, Maharashtra). 

Recommendations: 

(1) Joint anti-poaching measures should 
be initiated at the level of each PA, in¬ 
volving local people, forest officials and 
NGO representatives to tackle this prob¬ 
lem. This will not only help in the detec¬ 
tion of poaching cases, but also help to 
minimise false ca.scs. 

(2) At the state level also, anti-poaching 
units (or, as in Madhya Pradesh, special 
protection cells for tiger and other endan¬ 
gered species), should involve concerned 
NGOs and community representatives. 

(3) Vacant posts within the forest depart¬ 
ment should be filled up on a priority 
basis, and additional humanpower be 
generated through the involvement of local 
people and NGOs. 

Setllemert of Rights 

Several million people are living inside 
India’s PAs, or directly dependent on their 
resources in some way. The rights of these 
people have not been adequately recorded 
and settled, though the Wild Life (Protec¬ 
tion) Act specifics that this is to be done. 
The settlement process is now on'in full 
swing, following a niling by the Supreme 
Court (SC) in 1997, on a case filed by 
WWF-India. The SC ordered all state 
governments to complete the proce.ss in 
one year. 


The fallout of this order was a major 
topic of discussion at the consultation. 
There has been widespread misunderstand¬ 
ing, especially amongst local communi¬ 
ties, that the proclamations issued by the 
district collectors in this process are evic¬ 
tion orders. There arc also widespread 
reports that emstomary rights are not being 
properly recorded, and that lakhs of people 
may lose their access to natural resources 
if the relevant clauses of the Wild Life Act 
are narrowly interpreted. On the other 
hand, difficulties in settling rights have 
also led several collectors to recommend 
the denotification (or deletion) of substan¬ 
tial portions of PAs. The process has also 
become a front for the entry of various 
vested interests, such as mining and hydro 
electric power projects, e g, in Great 
Himalayan National Park, Himachal 
Pradesh, an area is sought to be taken out 
from the park ostensibly to avoid having 
to displace two villages, but actually to 
make way for a proposed hydroclcctricity. 
project. 

P K Mishra, CWLW of MP, clarified 
that the settlement of rights process is not 
a process of eviction. He reported that 
Rs 1,500 crorc would be required by 
Madhya Pradesh alone if everyone was to 
be resettled, and this kind of money was 
not available with the department. He re¬ 
iterated that the settlement would be done 
in the interests of local communities. 
Kalpavriksh circulated a format to enable 
gi oup.s/individuals to systematically docu¬ 
ment the process of settlement as it is 
taking place in .specific PAs. 

Recommendations: 

(1) A national level documentation of the 
process of settlements of rights and its 
impacts on wildlife habitats and on loeal 
people, should be carriei* out. 

(2) Detailed guidelines should be drawn 
up for the conduct of the process of settle¬ 
ment of rights, so that denotifications/ 
deletions can be minimised, and the cus¬ 
tomary rights of people can be properly 
recorded and established. 

(3) There should be acknowledgement of 
both recorded as well as unrecorded cus¬ 
tomary rights in this process. 

(4) The forest department and district 
administration should be asked to issue a 
clarification in each PA, in the local lan¬ 
guage, stating that the settlement process 
is not a process of displacement. 

Displacement 

Though it is con.sidcrably reduced now. 
participants expressed concern that di.s- 
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placement of people from PAs is continu¬ 
ing in some areas. Though various agen¬ 
cies like the central government, the state 
governments and Project Tiger authorities 
have categorically stated that there will be 
no forced displacement of people from 
PAs, there is often induced displacement 
because of the denial of access to basic 
livelihood resources in the.se areas. Par¬ 
ticipants felt that this was not Justifled. 
Several participants asked whether any 
displacement was necessary at all, if a 
model of conservation that integrates 
human needs can be worked out. Other 
participants felt that in .some cases, where 
there was an inevitable clash between the 
.survival of a species or unique habitat and 
the continued existence of human settle¬ 
ments, re.settlement may be neccs.sary. In 
addition, what would happen once the 
population of the villages in.side PAs grows 
beyond the carrying capacity of the PA? 
In this connection many participants 
pointed to the lack of a national policy on 
resettlement and rehabilitation (R and D), 
with regard to PAs. They also slre.s.sed that 
the recent scheme initiated by tbe ministry 
of social justice and empowerment, on this 
subject, was thoroughly inadequate. 

Recommendations; 

(1) It was felt that displacement must be 
minimised, completely avoiding it as far 
as possible. Where considered necessary 
(the process for consideration of what is 
‘necessary’ itself being participatory), it 
must be done with a comprchensi ve R and 
R package which is designed with the 
affected populations and involves NGOs 
and independent experts. 

(2) There was also a need to urgently 
clarify the difference between forced, 
induced, and voluntary displacement, and 
to lobby the government to accept these 
distinctions. A true test ol whether R and 
R is voluntary needs to be worked out. 
NGOs and .social activists should pie.scnt 
a detailed definition of what ‘voluntary 
resettlement' would mean. 

State Forestry Projects 

Many participants expressed concern 
that the World Bank aided state forestry 
projects, arc leading to commercialisation 
and privatisation of fore.sts, resulting in 
loss to local livelihood security and to 
biodiversity. The example focused upon 
was the Madhya Pradesh Forestry Project, 
studied in-depth by Ekta Parishad and the 
Kisan Adivasi Sanghatana. Concern was 
also expressed that forest departments are 
not capable of handling the large sums of 


money that are made available in such 
projects. The projects have also resulted 
in an increa.se of social tensions., 

Alternative processes for conserving 
forests which involve people and avoid 
the need for large-scale external funding, 
need to be explored. This includes a co¬ 
ordination of various government depart¬ 
ments working in any given area, so that 
their resources could be pooled together 
to achieve conservation and livelihoods 
security. This has been done occasionally, 
for instance in the case of the Melghat 
Tiger Reserve in the early 1990s. 

Recommendations; 

(1) Forestry projects such as the Madhya 
Pradesh Forestry Pioject should be op¬ 
posed in their current form; future plan¬ 
ning for forest conservation and use 
projects should centrally involve local 
communities and concerned NGOs. 

(2) State governments must ensure better 
co-ordination amongst various .sectors of 
the government, so that available resources 
can be pooled together to ensure con.scr- 
vation and livelihotxl security. 

Laws and Policies 

Existing laws and policies relating to 
wildlife and forests have helped in the 
conservation ol habitats and wild animals, 
and have to a certain extent kept out 
destructive forces which would have threat¬ 
ened wildlife as well as traditional com¬ 
munities. However, participants felt that 
these laws and policies have not been 
conducive to ihc involvement of local 
people and the continuation of traditional 
rights, and have in many cases further 
alienated local communities from conser¬ 
vation. They have also often been misused 
to authorise serious repression of local 
people. Finally, various laws and policies 
relating to natural resources have been 
conflicting with each other; in particular, 
those relating to the industrial/commer¬ 
cial use of resources have undermined 
those relating to conservation and sustain¬ 
able use. 

There have been a series of interesting 
initiatives in the last couple of years, some 
of them attempting to resolve conflicts 
between wildlife con.servation and local 
community rights. These include; 

(1) A draft new Wild Life (Protection) 
Act, recommended by a central govern¬ 
ment committee, which strengthens wild¬ 
life habitat protection agaiast commer- 
cial/industri^ forces, but only makes some 
token changes in the current act's inabi lity 
to involve local communities and provide 


for livelihood rights; it provides for two 
new categories of PAs, including commu¬ 
nity reserves, but these will not be applied 
to existing PAs. 

(2) A central committee to rationalise the 
boundaries of protected areas, to minimise 
their arbitrariness and make them ecologi¬ 
cally more logical. 

(3) A draft law on biological diversity, 
which pnividcs for substantial involve¬ 
ment of l(Kal communities in conserv¬ 
ation, su.stainablc use, and equitable bene- 
rit-.sharing. 

(4) The panchayat legislation, in particu¬ 
lar the Panchayat (Extension to Scheduled 
Areas) Act 1996, which potentially pro¬ 
vides for substantial powers of decision¬ 
making to local communities. 

(5) A central committee to redraf* the 
National Wildlife Action Plan (1983), for 
the next 25 years; the draft under formu¬ 
lation contains a new chapter on people’s 
participation in conservation. 

Recommendations; 

(1) Appropriate changes in law and policy 
need to be made, which will prohibit 
commercial/industrial de.struction of wild¬ 
life habitats, and facilitate the joint man¬ 
agement of these habitats by local com¬ 
munities and government agencies. The 
draft new Wild Life Act needs substantial 
additional provisions for this, including 
the recognition of customary rights and 
the creation of joint planning boards for 
each PA. 

(2) The committee that has been set up 
to look into the rationalisation of PA 
boundaries needs to be more participa¬ 
tory. involving various sectors in its de¬ 
liberations; in addition, it should not hurry 
through its work, as rhe task is complex 
and vast. 

(3) Various laws and policies, dealing 
with natural resources, need to be 
harmonised to strengthen conservation and 
livelihood security. 

(4) There should be state-level policies 
and action plans on achieving conserva¬ 
tion and livelihood security, which can 
focus more on the peculiarities of each 
stale, and can involve a wide range of 
sectors. 

(5) Much more clarity is needed in the 
relationship between the panchayat leg¬ 
islation and the laws relating to wildlife 
and forests; in particular, the move by 
some states (Maharashtra, Madhya 
Pradesh) to excludcJPAs from the purview 
oi panchayat legislation should be re¬ 
viewed. 

(6) Each .state should set up forums for 
regular (at least once or twice a year) 
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discussion of various issues related to 
wildlife conservation and people’s live- 
lihix^d rights, wlicre local communities. 
NGOs, wildlife specialists, and govern¬ 
ment officials can interact in an atmo¬ 
sphere ol openness and equality. 

(7) New categories of PAs, as proposed 
in the draft new Wild Life Act. should be 
applied to existing PAs also, wherever 
appropriate, 

Dantai'f hv Wild Animals 

Several participants, in particular tho.se 
from local communities, expressed con¬ 
cern about the increasing incidents of 
livestock lifting and crop damage by wild 
animals This is true for both I’As and 
areas outside. In particular, wild boar 
related damage was repeatedly mentioned. 
Measures to reduce such damage were 
discussed, including tho.se being tried out 
by communities and those studied by the 
Wildlile Institute ol India. 

('oricern was also expressed at the thor¬ 
oughly madequale rates for compensation 
for such damage, and the burdensome 
process ol obiaining such compensation. 


Participants felt that if these issues were 
not tackled seriously, public support for 
wildlife conservation would decline even 
more. NGO efforts such as the WWF 
Tiger Conservation Project’s immediate 
compensation scheme were put forward 
as possible models. 

Recommendations: 

(1) There should be a nationwide survey 
of animal-related damage, in particular 
due to wild boar, and of mea.sures that arc 
being attempted against this. 

(2) Rates of compensation must be imme¬ 
diately increased, to make them equiva¬ 
lent to the market rate of livestock/crop 
damaged; and the process of compensa¬ 
tion must be speeded up and simplified. 

Conclusion 

I'hcre IS an urgent need tor a new model 
ol con.icrvation that involves local people 
in the planning, management, and moni¬ 
toring of wildlife habitats, including pro¬ 
tected areas. .Such a model would have to 
cn.sure the livelihood .security of local 
communitie.s and the conservation of 
natural resources and wildlife, by integrat¬ 


ing traditional and modem ecological 
know ledge, ensuring customary rights and 
responsibilities over natural resources, 
strengthening village-level institutions and 
capacities, co-ordinating various govern¬ 
ment-level departments, and formulating 
enabling laws and policies. Regular fo- 
mms of dialogue, from each site up to state 
and national levels, are urgently required 
to enable resolution of conflicts and fram¬ 
ing of joint projects and proces.ses. 

In conclusion, participants reiterated the 
need for an active network of individuals 
and groups to push the above objectives. 
This was tentatively titled the Conserva¬ 
tion and Livelihoods Network, and it was 
decided that Kalpavriksh would serve as 
the hub to start with. 

(This IS an edited veision of the joint statement 
and recommendations issued by the ‘Third 
National Consultation on Wildlite Conservation 
and People’s Livelihood Rights', Bhopal, May 
l-.t, 1999 A gioup of about 50 wildlife conser¬ 
vationists. social activists, government officials, 
villagers, lawyers, researchers, and media-per¬ 
sons attended. The consultation was called by 
Kalpavnksh, Ekla Panshad, and Tarun Bharat 
.Sangh and was hosted by the Ekta Panshad.] 
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Building International Institutions 
to Avert Crises 

Ashima Goyal 

International Finance and Developing Countries in a Year of Crisis: 1997 
Discussions at the United Nations edited by Barry Herman and Krishnan Sharma; 
Vistaar Publications, New Delhi and United Nations University Press, New York; 
pp 143 + X. 


THIS book gives interesting insights into 
both the problems and potential of 
international dialogue. The nineties have 
been the era of globalisation; adopting 
acceptable international norms has 
therefore acquired a new urgency in a 
number of areas, including environment 
and trade. But most of all, with respect 
to mobile international capital. For such 
a dialogue to be successful, participants 
must of course reflect the interests of their 
constituencies, but they must also be ready 
to aid in the di.scovcry of the small subset 
of rules that are acceptable to all, and that 
suit new circumstances. 

The book is based on the pre.senlations 
made by invited experts to a committee 
appointed to report to the United Nations 
general assembly on 'financing for 
development'. Since the meeting took 
place at the end of 1997, the south-east 
Asian crisis dominated the discussions. 
The book begins with an overview and a 
contribution by the editors who belong to 
the UN. Other chapters are by Oscar dc 
Rojas, Venezuelan ambassador to the 
UN and chairman of the committee; Michel 
Camdessus, the managing director of the 
IMF; Ariel Buira, member of the board of 
governors of the Banco dc Mexico; Linda 
I.imof the University ofMichigan Business 
School; Aijun Sengupta, member of the 
Indian Planning Commission; and Gerald 
Ilellciner of the University of Toronto. 

The deliberations had an ideal mix: 
academics, representatives of developing 
countries and international ..gcncies. Were 
they able to present and successfully sift 
their differing perspectives, in the context 
of the worsening situation in south-east 
Asia? There are two problems that can 
arise in such distilling of dialogue. The 
first is that the view of the more powerful 
may prevail and the second that only 
innocuous generalities may survive the 
process of consensus building. 

All parties reiterate the potential benefits 
of foreign inflows as a source of finance 


for development, but agree that both 
better domestic policies and new inter¬ 
national norms arc required to make such 
inflows safer and to raise their produc¬ 
tivity. Sengupta notes that now it is pos¬ 
sible for private finance to supplement 
official, even in areas such as inBastruc- 
ture, and leveraging ODA with private 
external finance may help bring addi¬ 
tional resources to low income countries 
in Africa that private capital normally 
ignores. 

But what are the differences inpositions ? 
The IMF would like ‘sound’ macro¬ 
economic policies that will ensure the 
safety of international capital and minimi.se 
the contagion risk for neighbours. 
According toCamdessus, countries should 
not aim to pursue ‘unsustainable high 
growth’. Developing country repre¬ 
sentatives, on the other hand, point to the 
danger from the demonstrated herd 
mentality and volatility of short-term global 
capital, and would like special borrowing 
facilities to he made available in times of 
crisis. The first view is that of the stem 
patriarch - help yourself first if you want 
us to help you. Punishment, it is believed, 
isessential to force the restructuring which 
is the only way out of a crisis. The second 
view points out that support and en¬ 
couragement are required to brave the 
turbulence of international financial 
waters. Foreign capital must also share in 
any punishment, and tax and other 
measures that would dccrea.se its volatility 
must be allowed. Debt-equity swaps or 
write-offs should be facilitated where 
necessary. 

The dialogue in the book occurred at a 
very early stage in the crisis. How have 
events validated the positions taken? 

It is now widely agreed that the traditional 
fiscal and monetary tightening imposed 
by the IMF in the initial stages of the 
south-east Asian crisis lead to an aggra¬ 
vation. The punishment was excessive 
and debilitating. It weeded out the weak. 


but'also made the healthy sick as con¬ 
tractionary policies turned illiquidity 
into insolvency. What are the correct 
policies, what are the constituents of 
good fundamentals, and when does high 
growth become unsustainable is not so 
obvious. 

These countries had followed very 
con.scrvative macro-economic policies, and 
could not be blamed on that account. But 
a modified form of the patriarchal view 
has still dominated since the general 
consensus seems to be that :hc countries 
themselves were to blame. Their banks 
and financial institutions did not follow 
modern practices, with regard to the 
regulation, supervision and disclosure of 
information. I.inda Lim underlines this 
aspect. 

But the more .serious issue is that while 
conservative macro policies diil worsen 
the crisis, they may have contributed to 
its inception. It is not sutficiently 
recogni.scdthat the conservative monetary 
policies followed by these countries may 
have partly caused the cnsis. .Since nominal 
exchange rates were largely fixed and 
monetary' policies tight, domestic interest 
rates exceeded international so that 
domestic financial institutions had an 
incentive to overborrow abroad. The high 
ratios of short-term toreign debt played a 
major role inthe cumulative collapse. Since 
the large gap bet ween domestic and foreign 
interest rates arose in a regime of large 
capital inflows, a depreci.ition ot ext hange 
rales was considered to be unlikely This 
created the incentive lor large borrowing 
and resulted in high gearing These 
counineshavebcen blamed fornoi creating 
all the institutions required for markets to 
thrive, but the market-supporting macro 
policies they were lollow inc fundamentally 
distorted incentives to noiiow. Allowing 
markets to determine the exch.'uige rate 
would not have helped, betau.se. in the 
context ol laige capital willows it would 
,tnly have appreciated, and lead to an even 
higher expected luture depreciation to 
equate short-lei m domestic to foreign 
interest lates, underatight monetary policy. 
Sound macro-economic policies are 
required, but .sound policy has to be more 
context sensitise. 

Although the patriarchal view has 
dominated in analysis of causality, the 
rapid recurrence and severity of financial 
( rises, have the potential to hurt the patri¬ 
arch also. Therefore international orga¬ 
nisations have also become more open to 
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the ‘soft’ view in considering future reform. 
Ideas of lowering the mobility of short¬ 
term international financial capital; forcing 
it to share in the costs of adjustment; 
creating special financing facilities; greater 
transparency and accountability for 
international institutions; lower domestic 
interest rates and managed exchange rates 
are gaining acceptance. But there is a 
worry that resorting to a special facility 
will signal weak fundamentals, and 
precipitate a cumulative crisis, much as 
the large devaluations undertaken in south¬ 
east Asia actually provoked a greater 
outflow by signalling problems. ITiere- 
forc, as Buira argues, special financing 
facilities are required before and not alter 
a crisis. 

In 1999 soulh-ca.sl Asian countries arc 
beginning to recover. South Korea is 
expected to grow at 2 percent and Thailand 
at 1 per cent. They are following the V- 
shape observed after the Mexican crisis 
of 1994, although the recovery is less rapid 
because of the initial aggravation and 
widespread contagion. The V-shape was 
not observed in the Latin American crisis 
of the eighties, partly because it took much 
longer to negotiate rescue packages The 
international community has learnt from 
the crises since recovery has been faster 
in the nineties compared to the eighties. 
But it can be argued that there is a moral 
hazard in rescue packages. I'he signal of 
Mexico to the investing community was 
that they would be bailed out by the IMF, 
and this may have made them careless in 
lending and been part cause of the south¬ 
east Asian crisis. Therefore attention has 
to turn to measures of prevention in the 
light of experience. While recovery is fastei 
the frequency of crises has also become 
greater - this is the circumstance that may 
force the powerful to share in penalties, 
so that the developing country view may 
be translated into policy. 

The resolutions auopted by the 52nd 
.session of the general assembly, based on 
the recommendations of the committee, 
and reported in an appendix, arc an 
indication of this. They reflect Hellciner’s 
position that increa.sing integration of 
developing countries raises risks to them 
but also to the world economic system. 
TTiereforc if is nctcssaiy to give them a 
larger voice in international institutions. 
Dcvelopi ng countries do have to restructure 
and adopt elTicient financial practices, but 
international norms that make capital 
inflows safer are also nece.ssary. And then 
perhaps the new mobility of global capital 
can help provide more funds for 
development and usher in a prosperous 
new century. 


More detailed recommendations for 
in.stitution building are required than 
are available in the book, but if past 
events lead to a softening of the patriarch 


FOR most non-experts writing on defence 
related matters, it is frustrating to first try 
to locate sources and then make sense out 
of inadequate information. Those who have 
access to official sources are hamstrung 
by their dependence on their sources to 
provide any critical or independent 
thinking. Very often it is crisis or scam 
that helps reveal the decision-making 
processes. This obliges one to tread 
carefully lest partial explanation results in 
biased understanding. The book under 
review has to be appreciated against this 
background. 

There are six case studies organised 
around four major themes; military and 
politico-security issues; budget, financial 
planning, and audit issues; techno- 
industrial issues; and organisation 
behaviour and public interest issues. This 
is followed by comparative analysis. The 
underlying assumption in trying to 
understand “the barriers to the promotion 
of accountability” is to contribute to “arms 
procurement restraint” and eventually 
promote a "stable and durable peace”. The 
book addresses the problem between the 
public’s ‘righttoknow’ versus the govern¬ 
ment’s ‘need to know’. For us in India this 
debate has acquired a life and death 
meaning since the nuclear weapons test 
in May 1998. Not only was this decision 
taken by a coterie without strategic defence 
review before or after the explosion, but 
neither the cabinet nor the parliament was 
taken into confidence. And all this again.si 
the background that the mini.stiy of defence 
turned dowr the request of the standing 
committee on defence fora written defence 
policy document. And yet since 1980-81 
India's defence spending has been rising 
at a funous speed, and parliamentary 
control of the defence allocation has 
virtually non-existent. This underscores 
the importance of this study because it 
shows what the process is in each country, 
where they differ from each other, and the 


a win-win outcome is feasible. The 1997 
discussions at the UN indicate a direc¬ 
tion that continues to gather strength 
today. 


inadquacies of the institutions in the six 
countries when it comes to exercising 
legislative control. 

The six case studies arc uneven, and not 
all provide answers to the questions po.scd 
by the study. For instance there is little 
information available on the very first 
issue which encompasses threat assessment 
and long-term planning. While China has 
prepared and published a white paper on 
defence in 199.5 this excludes security 
concerns but provides manpower reduc¬ 
tions, defence spending, military-indu.strial 
conversion, technology controls and arms 
control obligations. In contrast there is no 
written de fence policy document available 
ill India. Japan’s threat assessments are 
influenced by the US through the new 
guidelines for US-Japan defence co¬ 
operation, signed in September 1977. 
While the US plays an equally important 
role vis-a-vis South Korea the recent 
decision of the South Korean government 
to reject theiare missile defence offered 
by the US in contra.st to its acceptance by 
Japan and Taiwan .shows the different 
trajectories relations have taken. Signi¬ 
ficantly, the stance of South Korea on the 
US offer of TMS shows that there is an 
effort to restore ci vilian/legislativc control 
over the military which has ruled South 
Korea for almo.st four out of five decades 
as well as that the government iscommittul 
to improving ties with North Korea much 
against the received wisdom of admini 
strations in the US, Japan, and other 
busyhodies. The study also shows that all 
the six countries provide an unitemised 
budget, that formulation of policy is the 
prerogative of the military and civilian 
bureaucracy, with varying equations 
between them but tilting in favour of the 
security establishment and the regime of 
secrecy (called euphemistically ‘con¬ 
fidentiality’). 

Be it threat assessment, budget making 
or audit of expenditure, the problem is 
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rightly understood as a need for public 
accountability. But what institutional 
arrangement is required to reach this goal? 
How is this to be brought about when 
threat assessments ate rarely, if at all, 
discussed, information asked for can be 
refused,datacan be embellished, members 
of legislatures have no independent 
monitoring or access available to enable 
them to exercise control over government? 
Legal and constitutional provisions too do 
not help matters. For instance Article 9 of 
the Japanese constitution notwithstanding 
the budgetary allocations for ‘self-defence 
forces’ are stupendous at 1 per cent of 
GNP. The study li.sts various barriers to 
‘developing public accountability norms’ 
but docs not venture into delineating the 
requisite institutional set-up to reform this. 
For instance the .study cautions again.st 
“excessive military autonomy in .security 
policy-making and arms procurement 
decision-making’’. But this, it .says, can be 
removed through better co-ordination 
between foreign and defence policies. This 
obviously implies that bureaucracies 
between themselves can .sort out the 
differences and that improvement in the 
intestines of the .security set-up would 
result in accountability. To reduce 
‘accountability’ to mere ‘co-ordin.ntion' 
between one branch and another is to rob 
the keyword of its meaning. In each ca.se 
it is the security apparatus, i e, military- 
civilian bureaucracy and intelligence that 
prepares the as.scssmcnt. Once a draft is 
pre.scnted, the study reveals, there is little 
questioning of threat assessment or other 
assumptions to an extent where legislative 
oversight often becomes a mere formality 
io be gone through. As a suggestion, 
therefore, it is a non-starter because public 
accountability means legislatures can 
question, probe, scrutinise, modify, 
change, etc, the assessment, policy, and 
.\ction-plan. In any case compared to the 
current paucity of information, any 
.accretion in our understanding would go 
a long way to enhance public awareness 
and participation. 

The book is dismissive of the role of the 
NPC in the case of China being able to 
influence defence decision-making. 
However, in none of the other five countries 
IS the institutional mechanism suffi¬ 
cient to allow for transparency and 
accountability. The six reports high¬ 
light the absence of any input or feed- 
nack that people’s representatives can 
make to security analysis, formulation of 
policy, allocation of budgetary resources, 
etc. The role of the security apparatus, 
in preparing threat assessment, etc, with 


the control of inflow and outflow of 
information to the public denies the 
representatives a chance to pose questions 
or demand explanations over matters 
related to ‘national .security’. Nor do the 
legislatures have their own body of experts 
to check and cross-check or .scrutinise and 
verify information. Indeed if we exclude 
China and India, then the rest of the four 
countries with their strategic relations with 
the US and dependence on the US for 
arms, to large degree suffer influences 
which fall outside legislative control. Not 
only do the threat assessments get coloured 
but even procurement policies get 
determined. Admittedly there are various 
degree of closeness between the US and 
each of the four countries. But crucial 
decisions about indigenous development 
of weapon systems or perception of threat 
are influenced. Thus Japan is willing to 
accept TMS offered by the US o.stensibly 
against North Korea and obliquely against 
China. But South Korea has chosen to 
reject this offer. In the case of Israel the 
decision to give up indigincous 
development of weapons was determined 
by the US offer of military grant to it. As 
a result more information about these four 
countries is available in the US than in the 
countries themselves. 

Again much i.<- made in the study of the 
poor levels of knowledge of security 
matters, prevalence of traditional or non- 
institutional mcansof influence, etc. While 
all this could be ti iie, they are not the cause 
but a result of the regime of ‘confiden¬ 
tiality’. What IS also forgotten is that for 
public accountability to be the guiding 
principle, power of the parliament to 
demand information, monitor budget and 
expenditure has to be established under 
law. The exact balance between right to 
know and need to know has to be defined 
and demarcated in a way that supremacy 
of the parliament is not compromised. 
This would mean that there can be no bar 
to parliament receiving or demanding 
information from the government. Whether 
or not this information should be publi¬ 
cised. or what can be and what ought 
not to be publicised should be strictly 
governed, without disallowing parlia¬ 
ment or its committees from exercising 
control. 

Finally, one immense sense of 
satisfaction in reading the book are the 
footnotes which identify where to look 
for information and also are in them¬ 
selves rich sources of information. This 
icing together with the focus on ‘ac¬ 
countability’ makes this auseful and timely 
book. 
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not liable to such mercurial lluctuations. 
This is why it is important to establish 
uiiivcrsahstic norms to which there must 
be an overall collective allegiance. Citi/,cn- 
ship becomes relevant in this context as 
It IS a universal .siatu.s that is equally be.sl- 
owedonevery individual withinthenalion- 
stale This is what prompted T H Marshall 
to comment that citizenship has a ‘ten¬ 
dency towards equality’ [Marshall 1977], 
This IS also why citizenship is a modem 
concept as rights of citizens equalise 
people who may otherwise be very dif- 
leient in terms of wealth, power, status, 
or achievement. 

The phrase ‘tendency towards equality' 
has seveial implications. First it signifies 
lhal citizenship does not make people 
suKsiantively equal at one stroke, but 
provides the basic conditions lor attaining 
this objective. .Secondly, citi/enship is, 
Iherelore. not a passive concept but is one 
lhal niiisi be realised actively in practice 
[sec also Wal/er 1987‘ 216; Turner 
1990:2071. Finally, citi/enship is a status 
with a role attached lhal favours a certain 
direction, or tendency’ in the lullllment 
ol social goals or projects. Citi/enship is 
then a dynamic concept in the sense that 
It cieates liesh tasks lor itsell in the quest 
loi greater civic Irecdoms. The manner in 
which univers,:| lianchise was achieved, 
and ihc way m which rights expanded 
lioiii the civil to the political to the social, 
are examples of this foiward drive 
[Marshall 196.1: 76,Kli. 

It is because ot this perpetual quest to 
realise greater freedoms lhal liberal 
democracy is Knlay conceiiied with the 
question of proleciing cultures and in 
ligunng out the most acceptable modalities 
lor doing so As Will Kynilicka coiTeclIy 
slate s. “Fi ndi ng a way to liberal ISC a cultural 
community without destroying it is the 
task that liberals lace in each country” 
[Kymlicka 1989; 170|. The problem then 
IS to be able to address particularistic 
demands within the u ainework of uni versa! 
nonn.s, in this ca.se, tho.se enjoined by 
eili/'.:n.ship. The advantage ol tactonng in 
ei'i/.cnship in advance lies in enabling us 
to consciously siccr clear of getting 
nostalgic about tradition, and al.so in 
rea'.i^inc that any reconciliation of 
pariiciilarisin with universalistic norms 
nui.sl be lound in the modern context of 
a liberal democratic nation .state. Citizen¬ 
ship. as we know loo well, is impossible 
It' imagine in ancient and medieval 
sociciKs whtre monarchies, empires, 
chivldwnu. hill not nation slates, exi.sted. 

It is, iheteliMo, only at Ihc level of the 
nation state lUai .iti/enship can have any 
■substantive niLa.iiuu and value. This 


emphasis on the nation state is quite in 
keeping with our project of liberalising 
paiticularistic demandson the ground rules 
set by modernity, as the nation state loo 
is a typically modem phenomenon. 

Minority Demands and Liberai. 

Democracy; On Riohts and Duties 

There have been a variety of parti¬ 
cularistic demands ever since democracy 
made all communities and individuals 
theoretically equal. Disputes that u.sed to 
be .settled by war and bloodshed in the 
past, are tixlay carried to courts, tribunals, 
and. as is most frequently the ca.se, to the 
hustings. Cultural differences and con¬ 
frontations are no longer episodic in 
character, but a daily, routine grind. It is 
therefore imperative to be able to establish 
ground rules and foundational principles 
for resolving such disputes without 
endangering the foundations of liberal 
democracy. 

It need not be dilated at length that 
democracy is not just about majmity rule, 
but also about protecting minorities, both 
political and cultural. It is not so much 
magnaniinily that compels liberalism to be 
favourably disposed towards particularistic 
demands, even when they are voiced by 
minonlies. In prc-democralic, absolutist 
regimes minorities could only depend on 
bcncvoicnee and magnanimity to survive. 
In a liberal democratic .society, however, 
minorities are protected for very sellish 
reasons. The most significant being lhal 
minorities keep alive options that the 
majority might one day want to switch 
over to. They provide alternatives in what 
would otherwise be a closed set up that 
allows little possibility for further 
development and refinement of the 
majority community, no matter how it is 
defined or how it comes into being. This 
is why it is important to be vigilant, and 
not allow dcmoc racy to slide into becoming 
a species ol majoritarian rule. 

The fact that particularistic demands are 
an issue in dcmoci alic societies is because 
of liberalism’s sensitivity to minority 
claims. Nomially minorities are seen in 
terms of language and religion alone. This 
is entirely an outcome of convention and 
tiiere is no analytical reason behind it. 
Consequentiv, such a restriction is really 
quite arbitrary. But if the resolution of 
demands that stem from particularistic 
cultures were made the dominant concern, 
then It is ea>y lo enlarge the scope of 
niinoritic.s to include all those whose 
particularistic demands go against what is 
attributed as the majonty position. 

The claims of particularism arc always 
made in the language of rights. It is thus 


rights to nature, rights to culture, rights 
to religion, right to a certain form of 
livelihood, and so forth. Itmustbeclarified 
immediately, that it is not as if such 
demands arc accepted 'rights’ in eveiy 
case, but that they are always made in the 
language of rights. Sometimes the voca¬ 
bulary of rights is used illegitimately. This 
is because, as wc shall soon see, not all 
these demands can he accepted by a liberal 
democracy without endangering its basic 
rationale. And when such illegitimate 
demands arc accepted they inevitably leave 
a telling and debilitating mark on the body 
of a democratic society. Ultimately, once 
again it is really a question of the principles 
on the basis of which particularisms can 
be given room within the overall frame¬ 
work of the universalistic norms of 
citizenship. 

In order to tlc.sh out citizenship in a 
substantive fashion and not let it languish 
simply as a legal title, the duties of Ihc 
nation state must also be clearly postulated. 
It is said that there are no rights without 
duties. But rights are what wc demand 
from Ihc state, and duties arc what wc 
fullil by virtue of being members of the 
slate. In doing our duties wc arc not 
realising ourselves directly as much as we 
arc making the conditions in which such 
realisations possible, in a general sense. 
I'he duties of the slate are thus fashioned 
keeping in mind the dignity of the 
individual and individual rights. This is 
yet another departure Irom tradition. 

In tradition, rights never occupied centre 
.stage, it was always duties: duties lo king 
and emperor, duties to the community, 
duties to parents, and so on. An individual 
had no locus of his or her own in society, 
it was only through membership in a 
community that a person received an 
identity. U is then rather anachronistic that 
Article 29.1. of the United Nation’s Uni¬ 
versal Declaration of Human Rights [ 1948] 
should insist that ‘‘[clvery one has duties 
to the community in which alone the free 
and full development of his personality is 
possible.” To lay down such duties i.) the 
community is a backward looking 
resolution. Modem liberal democracy 
makes it quite clear that only citizenship 
can enlarge one’s potentialities for 
development. A community can be very 
uncaring about individual freedoms or 
about the rights of citizenship.' For this 
reason Albert Hirschman said that acitizen 
should be able to choo.se the right to ‘exit’ 
from the community. Hirschman goes 
further to give the right to exit from the 
community greater weight than the right 
to voice within the community [see Walzer 
198.1:218]. 
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In modem times citizenship gives rights 
first, on the basis of which duties are spelt 
out. But these duties are not at the level 
of the individual but at the level of the 
state. In meeting these duties a citizen 
must respect other citizens as individuals 
before any thing else. "Hence citizenship”, 
according to Walzcr, “has a certain 
practical pre-eminence among all our 
actual and possible memberships” [Walzer 
1992:105]. 

So even when some of the exponents 
of particularistic demands are nostalgic 
about ‘tradition’, they continue to frame 
their claims in the language of rights. This 
it.self reveals a very modem perspective 
and a vciy modem attitude. When demands 
arc cast in terms of rights the direct 
implication is that as citizens every 
individual has a right towards .sell-reali¬ 
sation . Liberal democracy must therefore 
make sure that the conditions for such 
realisations arc protected. Even when 
demands arc made that traditional methods' 
of livelihood be protected it is bccau.se 
certain indi viduals I i nd those to be the best 
vehicles for their sell realisation. It is not 
as ii tradition is to be retained as a good 
in itself. In most cases, however, it is 
misplaced romanticism that furthers the 
belief that people want to stand by tradi¬ 
tional forms ol livelihood even when 
modem alternatives arc available. 

For example, Gandhians in the Vcdchi 
programme in Valod 'district in Gujarat, 

Tndia. discovered to their dismay that tribal 
students did not want to Icain about 
agricultural techniques, or about spinning 
cotton, or about handicrafts. Instead they 
w anted to learn English, science and mathe¬ 
matics which would help them towards, 
what thev considered, was a better future 
I.Shah lv<t6: 212-,11. In tribal movement 
lorlandright.s too, urban activists arc more 
keen than the tribals ihcm.selves to remain 
'■clo.se to nature” inaviskar 1997; 215]. 

In the traditional regime of duties the 
state and community were superior to the 
individual. In the modern regime of rights 
the individual comes before membership 
to any other organsiation. In modem 
democracies the shoe is really on the other 
loot. It is now up to the s,ate to perform 
certain duties .so that individuals can 
exerci.se their rights, without the strong 
and the privileged always prevailing over 
the weak. The tension between parti¬ 
cularism and universalism can then be re¬ 
stated. The accommodation of parti- 
culari.stic demands in a univcrsalistic 
Iramework should be further understood 
m terms of how particularistic demands, 
expressed as minority rights, can be 
reconciled with the legitimate duties of a 


liberal nation state. As Rawls argues, it 
is not a question of balancing altruism 
with selfishness at all. This is because 
“persons need one another since it is only 
in active co-operation with others that 
one’s powers reach fruition. Only in a 
social union is the individual complete” 
[Rawls 1971:525; see also Rousseau 1913, 
especially Book I, Chapter VI; see also 
Rawls 1974]. 

For a Minimum Skt of Resemblances 

It is at this point that Durkheim should 
be read into liberal theories, particularly 
into the contributions of John Rawls. Like 
Rawls, Durkheim also believed thatindivi- 
dualism comes into its own only at a 
particular stage in history. Individualism 
too is not equated simplistically with 
contracts, fur in a situation of inequality 
contracts often allow the strong to exploit 
the weak. It is for this reason that though 
formal indi vidual liberty and contract were 
necessary, Durkheim felt there was still 
.so much left to be done to regulate the 
activities of the modem state [Durkheim 
1957; 31; sec also Durkheim 19611. 

To understand the duties of the state it 
is better to recall Durkheim's Division of 
Labour in SorU-n (19 33). As i s well known 
Durkheim contrasted societies with 
mechanical solidarity tigainst those with 
organic solidarity. In mechanical strlidarity. 
people cohere on account of theirsameness, 
but in organic solidarity, cohesion is 
brought about by a division of labour. 
While all this is familiar terrain what needs 
to be attended to IS that the contrast between 
mechanical and organic solidarity should 
not be .seen as a dichotomy. In other words, 
for Durkheim, while there can be societies 
based soh'ly on mechanical solidarity, it 
is impossible lot a .society to exist on the 
strength of organic solidarity alone (ibid: 
398, 41)5; sec also ibid: 290, 361)]. For 
organic division of labour to e.stablish 
it.self it needs the substrate of mechanical 
solidarity. Mechanical .solidarity provides 
the basis on which organic .solidarity can 
grow. 

The fundamental principle of mechanical 
solidarity is resemblance. If organic 
differentiation were not established on 
mechanical solidarity then .society would 
cease to be a collective enterprise. This 
basic sameness not only brings about 
mechanical .solidarity but al.so provides 
societies with ihcirmoral core [ibid: 298]. 
This is why Durkheim pointedly asserted 
that “one’s first duly is to resemble every- 
brxly else" [ibid; emphasis mine]. 

It is still not clear though how this 'first 
duty’ (mark the word ’duty’) to re.semble 
everybody else can be worked out. But thi s 


much is certain that such a duty cannot 
exist in hierarchical caste structures or in 
feudal societies. It is only in democratic 
societies through the medium of citizenship 
that the first duty to resemble everybody 
else can be approximated. 

Resemblances in this case, i e, in the 
sense of ‘first duty’, should not be under¬ 
stood in terms of similarities of actual 
goods that people possess or in terms of 
isomorphic aesthetic preferences and life¬ 
styles. If to resemble should be our first 
and not last duty, then it is only to ensure 
that the tenet of equality of opportunity 
is effectively realised by equalising the 
basic conditions for competition. Rawls 
principle of justice as fairness only says 
that offices should be open to all [Rawls 
1971: 124]. But what if people never get 
the chance to earn those qualificadons 
necessary to fill that office? 

A minimum set of resemblances, as 
articulated by Durkheim. can then be 
understood as a set of practices that are 
open to all individuals so that they can 
acquire socially useful assets in terms of 
skills and talents. This would minimally 
mean access to education, knowledge, and 
health. This should minimise the 
differences Jhat come with family back¬ 
grounds and with the accidents of birth. 

It the core of citizenship is consolidated 
by a minimum set of resemblances made 
up of practices that allow people to acquire 
socially valued skills and talents, then 
individual differences will be a matter ul 
choice, and not birth [sec also Rawls 1971; 
102. 218; and Dworkin 1977; 141-L50|. 
Lord Marshall very perceptively noted that 
the "uniform status of citizenship 
...provided the foundation of equality on 
winch :hc structure of inequality could be 
built” [quoted in Marshall 1963; 91). 

This is an important clarification that 
needs attending to. The unifonii status of 
citizen.ship .should not be confu.scd with 
perfectionist utopias that visuali.se equality 
in all respects. This is why the provisions 
for attaining this basic set of resemblances 
cannot be equated with ultimate goods. 
What the basic set of resemblances entails 
IS that the conditions for acquiring .siKially 
valuable .skills be reali.sably open to all. 
Without this the most systematic and 
generalised possibilities of inter¬ 
subjectivity, on which liberal democracy 
IS based, would be perjured. 

This also means that if sectional 
privileges nin counter to the building of 
this minimum set of resemblances then 
there is little reason to .support their 
continuation Minority rights then become 
legitimate only when they do not prevent 
members of that community, or of any 
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other community, in gaining access to 
skills that are prized in the society as a 
whole. Therefore, il certain sections of the 
population insist that women from their 
community .should not be allowed access 
to secular educational facilities, orto work 
outside the home, or that polygamy should 
be legah.scd, a liberal democratic state has 
no alternative but to oppose them. Any 
concession on these matters would imme¬ 
diately consign women to a second rate 
status and thus thwart the attainment of 
a minimum set of resemblances. 

Likcwi.se. those observancesofminonty 
communities that do not come in the way 
of con.sohdating such resemblances can 
be allowed to exist. The conllicl over 
headdress worn by Islamic women in 
France was a neetl less debate (see I lervieu- 
Legci DVKI. The headdress did not 
interfere with the acqui.sition of either 
education, or other skills required to 
maintain and develop the minimum .set of 
resemblances. The right to worship, or the 
right to learn heritage languages, are other 
such issues, which do not ordinarily come 
in the way of promoting a minimum set 
of resemblances. Therefore, when parti¬ 
cularistic demands do not contradict the 
making of a minimum .set of re.semblances 
they can. and should be, accommodated 
within the niiiver.salislic framework of 
citizenship. Tins would enjoin the stale to 
be active in maintaining its obligations to 
perform duties and not adopt a cultural 
laisse/ faire aiiilude (Parekh 

With this perspcciive in mind let us now 
examine the Indian examples of parti¬ 
cularisms As wc proceed with this paper 
there will be many occasions to return to 
the themes o( citizenship, particularly of 
the notion ot mi ni mum set of resemblances 
as has just been enunciated. India, on the 
face of It, IS a very inhospitable locale for 
cultivating this miniinum set of 
resemblances A closer examination will 
however yield a more sympathetic reading 
Tliough India is a vasi storehouse of cultural 
diflercnces, this has not meant a collapse 
of universahsm. albeit univorsahsm has 
been under considerable stress in this 
country. In some ca.ses, at lc.ist, univcr- 
salism has suffered because there is a lack 
ot clarity regarding citizenship and what 
arc legitimate minority demands. Otten 
enough, minority .spoke.speoplc have been 
given greater legitimacy than they should 
have been given as they were not made 
to pass the acid test of whether or nos they 
uphold ihe development ol a “minimum 
.setol ic scmWances”. Any attempt toblock 
opportunities lo attain this minimum set 
of resenihlanccs cannot be encouraged 
within the conspectus ot citizenship and 


liberal democracy. If individuals should 
choose of their own accord not to exercise 
the ri ghl to access those areas of opportunity 
that provide for the development of a 
minimum set of resemblances, then it is 
an option they are free to adopt. But this 
choice should affect only them and nobody 
else - not their families, not their children. 

In India there are two majorissuesaround 
which particularistic demands have been 
put forward. The first concerns the right 
to nature and to products of nature, and 
the .second has to do with religious and 
community rights. Let us see to what 
extent such demands cany legitimacy and 
Ihe extent lo which they can be met by 
a state that adheres to liberal democratic 
principles. 

Rioirr TO Nature 

This demand is usually made by those 
who.se means of livelihood arc under threat 
on account of incursions of the techno¬ 
logically superior market economy. 
Typically people like the fisherfolk or 
tribals play a primary role in agitation.s that 
revolve around the issue of right to nature. 
This is quite understandable for fi.shcrfolk 
and tribals are threatened most directly by 
agencies of contemporary market forces, 
such as large-scale trawlers and timber 
contractors, respectively. 

At this stage it is important to analyse 
what exactly do fisherfolk or tribals hope 
to protect when they demand their right 
to nature, as it were. Do they want to 
continue fishing and foresting the way 
they used to without any hindrance'.' Do 
they want superior access lo the market¬ 
ability of marine and nature products? Do 
they also want to protect their cultural 
artefacts, cui.sinc. and aesthetic pro¬ 
ductions? In my view the answer lo the 
third question is dependent on the first 
two. If fisherfolk or tribals want to change 
their way of life they would not really be 
interested in holding on to their ancient 
crafts in the same fashion as they u.scd to 
earlier. Artcfact.s would get genuine 
patronage if the producers of such good.s 
arc interested in continuing with such 
productions and find them socially viable. 

Fisherfolk do not just fish: they fish 
using tradiiionul methods and are 
threatened bv technologically superior 
trawlers. Fi.shing will continue even if 
small-scale fisherfolk die out. The case of 
forest dwelling ‘tribals’ is somewhat 
similar. Outsiders too threaten them. 
Though there arc obvious differences 
between fisherfolk and fore-.st dwellers, 
they do not immediately concern us here. 

When fishcrtolk protest against large- 
scale trawlers and claim a prior right to 


the produce of the seas then on what basis 
should their demand be entertained? In 
this connection the following questions 
become relevant: (i) Is it that small-scale 
fishing is intrinsically valuable and worth 
protecting no matter what its social costs 
arc, or what damage it causes to those who 
want to bring in trawlers? (ii) What kind 
of fishing would the fisherfolk like to 
practise if realisable alternatives were 
provided to them? Fishing their way? Or 
with trawlers? (iii) Finally, what alter¬ 
natives exist for fi.shcrfolk other than to 
fish'in one form or another? 

If the answer to the first question is ‘yes’ 
then it must justify why the damage done 
to trawler operators isof little consequence 
to the society. An unqualified ‘yes’ in this 
case can only exist if the society decides 
to be autarkic. In which case there is no 
.scope for further development of social 
skills. Though this satisfies the argument 
for sameness it is only at a gross level, the 
sameness is not of the kind that can be 
a springboard forhigher levels of differen¬ 
tiation and specialisation. For this rea.son 
such an option is not an attractive one for 
liberal democracy to adopt. 

The second question throws up more 
interesting possibilitie.s. If, for instance, 
fisherfolk are given the opportunity to 
operate with trawlers and yet refu.se to do 
so, then the market situation should prevail. 
The fisherfolk arc fully aware of the limi¬ 
tations of the old form of fi.shing, but if 
they choo.se to continue with it, the state 
car do little to intervene. It cannot protect 
llshertolk without harming the interests oT 
the trawler-based operators. 

Should fisherfolk choose trawler-base-I 
fishing but if they do not have the 
wherewithal lo pursue this option, how 
then can their demand be met within the 
optic of universalism? This indeed is the 
option, and it de.scrve.s to be consideicd 
in greater depth. Most fisherfolk would 
like to use trawlers, but oppose their 
introduction because they lack access to 
this higher form of technology. The issue 
then is how to formulate state interventions 
that uphold the univcrsalistic spirit of 
liberal democracy, and yet give fisherfolk 
realistic access to trawlers. In this case, 
as well as in many others in which state 
intervention is called for, the results arc 
not immediate. 

It all begins with .setting in motion a 
process that would first break through the 
carapace hardened by the inactivity and 
unconcern of earlier regimes. Given the 
fact that the generation of minimum set 
of resemblances is a project that cannot 
be realised in one swift motion, it is 
necessary to build conditions that over 
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time will help in its actualisation. Time 
features yet again, as the minimum set of 
resemblances is also a moving and dynamic 
quotient that needs to be constantly scaled 
upwards.Given this implication of time, 
all projects towards attaining the minimum 
set of resemblances have to be future- 
oriented in which the initial small steps 
can later lead to marching with larger 
strides. 

Against this background, if fisherfolk 
prefer trawler-based fishingbutare unable 
to put this preference into practice, then 
the state can come in by giving the fisher- 
folk the first claim to the use of this 
advanced fishing technology. But on what 
grounds can the first claim to trawlers be 
reserved for fisherfolk? Why should the 
more aftluent trawler operators not object 
that such a policy is causing unjust harm 
to them? 

We can begin by rejecting this objection 
with the help of Rawls. Rawls' difference 
principle whereby the more privileged 
classes should not be allowed to prosper 
at the expense of the ‘worst off [Rawls 
1971:60,124,132,199) can be pnilitably 
invoked at this juncture. But the difference 
principle holds only if fisherfolk would 
like to be trawler operators thcm.sclves but 
are held back for want of funds and 
rc.sources. In case the fishertbik refuse the 
option altogether, then it is the market 
principle that will become effective. In 
which case it will not be John Rawls but 
Ronald Coasc who will become relevant 
[Coase I960: 16-191. 

By giving the fisherfolk the first claim 
to the u.se of trawlers both autarky and 
atavism are put to rest. Neither is the first 
claim being given to fisherfolk because 
they need to be compensated. The fisher- 
folk have prior claim for two reasons. If 
they arc not protected then the better off 
can call on pure market forces and their 
callous determination, to decimate the 
worst off. This denouement is far from 
what Rawls would consider as being ‘ fair'. 
But to be fair is not the .same as being 
impartial. A liberal democratic state must 
be fair and not impartial and it therefore 
should not act simply as a night watchman. 

The second reason to gi\ c the fisherfolk 
first claimlo trawlers isbecause that would 
be the quickest way of making the worse 
off better than what they have been thus 
far. The fisherfolk could profitably use the 
knowledge base the community has gath¬ 
ered over years and generations to launch 
into trawler fishing and do so successfully. 
As the democratic state is committed to 
making higher levels of technology, and 
indeed all forms of knowledge, acce.ssible 
to all, it would be unfair not to give the 


fisherfolk an opportunity in this matter. 
Thisis paiticularlyso because thcfisherfolk 
have a foundational knowledge in this 
field that is held back from forging ahead 
simply on account of insufficient economic 
resources. The prior privileges of birth and 
wealth should not by themselves allow a 
class such as that of international trawler 
operators to dominate over others. 

Once the community of fisherfolk 
stabilises it.scif at a higher level there Is 
no need for protecting and privileging 
them any longer. The level playing field 
should then come into operation. In the 
meantime the policy of favouring the 
fisherfolk is in keeping with the fact that 
though the attainment of minimum set of 
resemblances is fuiure oriented and spread 
out over time, efforts must neverthlcss he 
made to reduce the time clement as much 
as possible. Democracy, in any case, encou¬ 
rages a definite sense of impatience. It is 
for this reason that policies initiated by 
liberal dcm(K:racicv are also judged in terms 
of how quickly they come into effect. 
Things arc supposed to happen in one's 
lifetime and in the not too long run. 

The policy ol giving the under privileged 
fisherfolk the first right to higher forms 
of technology easily accommodates the 
particular interests of the community with 
universali.stic imperatives of citizenship. 
This model can be used in the ca.se of other 
under-privileged communities as well with 
appropriate modifications. That such a 
scenario can be envisaged at all is because 
we are no longer wedded to the ideal that 
traditional communities should preserve 
their traditional methods. It is more 
important to begin by first assessing the 
felt needs of these people, and then to 
make sure that the attainment (>f the 
minimum set of resemblances takes place 
in the shortest time possible. If such a 
community refuses to gamer socially 
valuable skills alter the avenues to do so 
have been made available to it, then its 
economic misciy cannot be alleviated by 
any liberal democratic universalistic 
fonnat. Protection ol a mode of livelihood 
for its own idiosyncratic sake can hardly 
be on any liberal democratic agenda. To 
hold back knowledge in perpetuity is 
against humanity and causes unjustifiable 
damage to those who want to exploit it 
to their advantage [sec also United Nations’ 
International Covenant on Economic. 
Social and Cultural Rights, 1966. Article 
IS.l.bJ. 

The rationale for giving fisherfolk the 
first claim to technology is analogous to 
the manner in which liberal democracies 
.set up minority educational institutions. 
State funded minority institutions are not 


for furthering sectarian knowledge. 
Elements and emblems of minority culture 
arc protected in these institutions not for 
their own sake but for creating a larger 
pool of people with a minimum set of 
re.scmblanccs. Fami liarsctti ngs allow the.se 
newer skills to be absorbed much more 
efficiently than would have been possible 
otherwise. In this process the society as 
a whole would benefit and prosper. If the 
democratic duty of the state is to enlarge 
the socially u.scful knowledge base and 
enhance skills it is more efficient to purvey 
these in an atmo.sphere ol t amilianty rather 
than in one of alienation Likewi.se, for the 
fisherfolk too it is much more efficient to 
start them on the road to attaining the 
minimum set of re.semblances on the basis 
of a knowledge ba.se over which members 
ol this community have some control. 
This would help fisherfolk to attain the 
minimum set of re.scmblance.s on a much 
surer footing, and. what is equally impor¬ 
tant, in a shorter period of time. 

B uilding on the knowledge base of under 
privileged communities is clearly not the 
same as protecting this' knowledge so that 
an alternative lifestyle does not become 
extinct. This is what Will Kymlicka 
advocates in a number of ways [Kymlicka 
1989: 165-7; Kymlicka 1995: 108-1151 
Kymlicka would like such communities to 
be preserved intact bocau.se perhaps some 
day their Iite.style will give others an active 
option. The question really is: how are 
such ways of life to be maintained? If the 
people themselves want to move out of 
their earlier modes of livelihood when 
they arc given the option to do so then it 
would be a waste of precious state resources 
to arti llcially prop these antiquated systems 
in a theme park fashi in - and this time 
on scarce public resources. State support 
of moribund v,^ays of life is really the work 
of a willul culture commis.sariat, and docs 
not really behove of a democratic nation 
state. 

Ml.SnRIlY Rk.his 

In order to address the issue of minority 
rights it needs once .again to be mentioned 
that elements ol culture that do not discri¬ 
minate between individualson account of 
birth, nor come in the way ol creating a 
minimum set ol re.semblances should on 
no account be. pro.scri'oed. Nor is it that 
the minorily always makes things so testy 
for democracy. Both minority and majority 
comruinities could be equally guilty of 
occluding the free development of a 
minimum .set of resemblances. The pro¬ 
blem however is that when the majority 
community blocks the attainment of a 
minimum set of resemblances, very little 
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attention is paid to it. Majoritarianism 
calmly stands in for democracy and most 
people do not see the contradiction. It is 
only when minontics become culpable on 
such issues that a great degree of public 
controversy is generated. For example, 
while there arc many provisions in 
traditional Hindu laws of succession that 
discriminate against women, it is the Isla¬ 
mic cvKle bill, particularly the provisions 
relating to marriage and inheritance, that 
are routinely subjected to political 
criticism. 

Predictably, issues of this sort tend to 
get a religious and sectarian orientation. 
If left unresolved over longish periods of 
time, the chances of inter-faith mi.strust 
and even violence become imminent In 
contemporary India secularism often 
appears as an embattled ideology, no longer 
sanguine about its future. To a large extent 
it is becau.se the Indian state has neither 
been quick or adroit enough to di sarticulate 
sectarian prejudices by demanding that wc 
all, majority and minority alike, inwardly 
introspect and weed out antiquated 
customs. But sectanans, both of majority 
and minority communities, have held up 
this process largely on account of our 
misreading of secularism and minority 
protection. Most public defenders of 
secularism view minorities as static entities 
that should be protected without putting 
them under any liberal pressure. Hindu 
.sectarians, on the other hand, would like 
minorities to dissolve their specific 
diacritics completely and submerge them¬ 
selves into what they consider to be the 
‘Hindu way of life'. 

Against this background it mu.st also be 
said that it is not as if Hindu sectarian 
politics have been consistently triumphant. 
In fact, India's career as an Independent 
nation state has largely been one that has 
spumed Hindu .sectarianism, llial the 
Bharatiya Janata Party fBJPl leads the 
ruling coalition in India should not obscure 
the fact that it is constantly forced to 
officially hold hack, il not publicly distance 
it.sclt from, any expression of hostility 
towards religious minorities. This is 
because there are other members ol the 
coalition who do not endorse Hindu 
sectarianism the way the BJP docs. In 
other words, both the so-called ‘.secular’ 
and ‘communal' political alternatives co¬ 
exist in contemporary India. 

If wc shift our attent ion from secularism, 
which is an ideology, to secularisation 
which IS a process, we realise that both 
the existence of multiple political options, 
and the lluctuations in their political 
fortunes, aie veiy much par for the course. 
It is this that heightens fears among 


religious minorities, particularly during 
those phases when majoritarianist 
sectarians gain a political edge. 

In seeking to protect religious minorities 
various policies have been contemplated, 
and even put into practice. These range 
from devising special code bills for 
religious minorities to setting up of 
minority educational institutions. These 
provisions are put in place in the hope that 
they would enable minority cultures and 
practices to survive and make the atmos¬ 
phere against them less hostile. To a large 
extent this takes care of Kymlicka’s fear 
that without specific legislation minority 
cultures might die out [Kymiickn 
1995: 111). But this does not mean that 
those aspects of minority cultures that go 
against the basic freedoms and inhibit the 
attainment of a minimum set of resem¬ 
blances among its members should rccci vc 
support. On this issue, Kymlicka is far 
from being unequivocal. Therefore, it 
should still be up to the state to decide 
which aspects in the culture of a minority 
community [and majority too] can be 
protected, and which other aspects of 
culture have to be jettisoned. 

If the te.st is the extent to which cultures 
respect basic freedoms, which includes 
the freedom to acquire the minimum set 
of re.scmblanccs. then there is little need 
to legislate in terms of blanket cultural 
protection. As wearing a turban, ora head¬ 
dress, or learning a language, does not in 
any way restrict basic freedoms (as long 
as they arc not forced upon members of 
the communny), nor come in the way ol 
sub.^iantively rcali.sing a minimum set of 
resemblances among members ol the 
community, any objection to them is clearly 
an example of majority prejudice. 

The minimum set of resemblances in no 
way enjoins cultural homogeneity As a 
matter of fact the emphasis on these 
minimum resemblances undercuts the 
cultural homogenisers programme 
altogether. Thus the existence of different 
ac.sthetic styles, languages and rituals in 
no way impedes the development and 
consolidation of cilizen,ship as long as the 
free access to acquire the minimum set ol 
re.scmblanccs is open to all. 

This should also temper to a certain 
extent Rober Bellah's argument on civil 
religions [Bellah 1967J. For Bellah civil 
religion in America has brought about a 
rather general agrcecment on the ppblic 
symbols of the state and on how public 
rituals should be performed. Tliough much 
of America's civil religion originate in 
Protestantism, public emblems and rituals 
have been suificicntly de-theologiscd. 
They no longer possess any religious 


significance and have gained an inde¬ 
pendent status of their own. If there is a 
general consensus such as this, and the 
religious provenance of certain public 
observances, including weekly holidays, 
have been sublated, then it is all for ^e 
better. Yet. at one level this is all very 
fortuitous. What if such an agreement has 
to be negotiated? What if charges and 
counter charges are being traded between 
members of different linguistic and 
religious communities? It is here that the 
notion of a ‘minimum set of resemblances' 
again becomes relevant. 

Matters like weekly holidays and official 
language can he a .source of great irritation. 
Hindus might demand Tuesdays and 
Muslims Fndays as the weekly day off. 
In addition, different lingui.stic groups may 
clamour that their language be the official 
one. Obviously, a universalislic policy is 
required to son out these panicularistic 
demands. Tlic most obvious solution would 
be to yield to majoritarian inclinations in 
all such in.stanccs. Though this may win 
a temporary reprieve, the chances are that 
it may ai.so alienate minorities within the 
nation state. Even when the end result of 
any deliberation on public policy coincides 
with majority preferences, the rationale 
should always be one that is informed by 
liberal democratic considerations, and not 
majoritarianism. This is becau.se majority 
opinion when given Irec rein can he stilling 
and intolerant in its hubris. 

While democracy should not be equated 
witn majoritarianism. neither should it be 
the case that legislation should create more 
problems than it resolves. A weekly 
holiday, which is Friday, would spell havtK 
n a non-I.slamic country. If the official 
language ot a country were that of a 
minority community that too would be 
inviting chaos on a very I '.igc .scale. As 
citizenship is not a solipsistic venture, the 
prclerenccs of the majority community 
make it convenient for citizens to work 
together. This should not prevent the state 
subsidising the teaching of minority 
languages if the membershipof a particular 
community is above a critical minimum. 
Even ifthe state cannot .satisfy all minority 
languages, the fact that a significant number 
of minority languages are imparted through 
state support reveals that there is no bias 
against minority languages as such. At 
least, if this much comes through trans¬ 
parently it will go a long way in assuaging 
minority grievances on the language issue. 

Likewise with religious holidays too. 
India grants religious holidays to all major 
religions on certain significant occasions, 
though Sunday remains the weekly day 
off for everybody Should the majority 
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community of Hindus demand Tuesday 
as the weekly holiday at this stage it might 
arouse anxieties within other religious 
denominations in the country. As such a 
move would smack of religious partisan¬ 
ship it needs to be resisted. Let us still 
consider the worst ca.se scenario. 

If the demand that Tuesdays be declared 
as the weekly day off were very strong, 
then holding it back would lead to. other 
very deleterious consequences. It would 
not bring any advantage to minorities, but 
would on the other hand give a lot of scope 
for majoritarian sectarianism to grow. 
Further, it is not in the interest of minorities 
either that they be given some other day 
off instead, llic counter argument that 
minorities should get their own weekly 
holiday is not a credible alternative. It will 
make it that much more difficult for 
minorities to attain and maintain the 
minimum .set of resemblances. Minorities 
would now be at a definite disadvantage 
as an extra day’s work, earnings and 
instruction will be denied to them. In such 
matters a delicate balancing oLsen.sibilitics 
is called for. Even here, as we have just 
seen, the criterion of satisfying the 
acqui.sition of a minimum set ol resem¬ 
blances can be very useful. Even if the end 
result coincides with majority inclination, 
the rationale tor a uniform holiday is not 
prejudiced agaiast minorities. As it is 
oriented towards helping minorities attain 
the minimum set of resemblances and 
progress further, liberal policy is not hurt 
unduly if it accepts such a majority demand. 

Therefore, while weekly holidays must 
be uniform, even it in the worst case 
scenario the will of the majority prevails, 
minorities should get their share of public 
holidays on import ant religious and social 
occasions. Just as in the case of language 
instructions, this too might allay the fear 
of minority persecution. To opt in favour 
of a majority inclination is not always the 
same as minority persecution. When 
majority demands attempt to keep mino¬ 
rities from attaining the minimum set of 
re.scmblances. or when majority will is 
intolerant of minority practices that do not 
hinder the attainment of the minimum set 
of resemblances by the minority com¬ 
munity, then, as we mentioned earlier in 
this paper, there is no rea.son at all why 
liberal democracy should make any 
concession to majority caprice. 

All isnotquiteoveryet. The inauguration 
of liberal democracy also means that a 
public sphere has been set up de facto. TTie 
public sphere is not one that is always 
marked by discu.ssion on rational issues. 
When cultural matters come up emotion 
often tends to lake precedence over reason. 


Even so, while the public sphere can debate 
cultural questions, the rules of the game 
are set in advance with the concurrence 
of all its participants. In making this point 
I am slightly amending Jurgen Habermas’ s 
famous contribution to the conception df 
the public sphere [Habermas 1989]. As 
there now exists a public sphere made up 
of political parties, pressure groups, 
enterprise associations, voluntary organi¬ 
sations, and so on, the minority community 
can continuously represent its case even 
onissucs like public holidays and language 
to a larger audience. Even if their point 
of view is not upheld in toto, their inputs 
will be an important factor in the formu¬ 
lation of future legislations. What cannot 
be entertained in the public sphere are 
those representations that deny basic 
freedoms, including the freedom to acquire 
the minimum set of rc.semblances. The 
only condition of the public sphere is that 
decisions taken a) this level must be abided 
by even if they go against the stated position 
of the contending minority group or 
community. The minority is however free 
to bring the issue back as often as it may 
wish to. Seen in this light minority co¬ 
mmunities would function rather like enter¬ 
prise a.ssociation.s as they would willingly 
abide by the norms of the public sphere. 

Minoriiy Poi-nics 

While discussing the subject of 
minorities it is worthwhile to spend some 
time on how the minority issue is often 
framed in India. As is to be expected in 
India minorities arc officially visualised 
as fixed and pcimanent entities. Once this 
is done then a .scries of specitic policies 
are devised such that these communities 
then become bcncficiariesof special privi • 
leges. Such special privileges include in 
some cases a separate code bill, as with 
the Muslims, special minority institutions, 
and also special provisions in terms of 
housing, loans, and educational facilities, 
as formulated in Indira Gandhi's IS Point 
Programme. Why minorities should not be 
able to pursue education simply by virtue 
of their rights as citizens is not made clear. 
The 15-Point Programme makes it appear 
that if the minorities get educated or find 
jobs it is because of the large.ssc of the 
Congress Party and Indira Gandhi in 
particular, and not because they are C'tizens. 
1 his is how the minority card gets to be 
played in contemporary politics. 

In dispensations of this sort minorities 
are first given a li^ed and inllexible nature 
which enables them to then become 
instrumentsof political machinations. This 
naturally gives community virtuosos a 
special position as individuals within the 


community arc deemed as unquestioning 
bearers of tradition. Nowhere has the 
government unambiguously specified that 
the desired goal with respect to minority 
policies is to prioritise the attainment of 
minimum set of resemblances over meeting 
purely cultural demands, or rather the 
demands ol the cultural virtuo.sos. Alter 
the 1984 riots against Sikhs, this 
community has now been added to the list 
of minorities. It is not clear in what way 
the Sikhs would benefit from this 
categorisation. The Sikhs are both econo¬ 
mically and politically powcrlul. and suHer 
from no social handicaps. By declaring 
them as official minorities. Sikh cultural 
virtuosos will now have an added edge to 
their presence. They will become more 
dominant and exercise a stronger inllucnce 
in political decision-making, in addition 
to cornering a good deal ol political 
patronage. The recent tercentenary cele¬ 
bration of the founding of the Sikh faith 
was an example of this. The government 
granted Rs 1(K) crorc for this occasion. 
This huge sum of money soon became a 
source of hitter rivalry among different 
sections ol the Sikh community. 

The 1993 official notification of the 
government of India lists Muslims, 
Christians, Parsecs, Buddhists and Sikhs 
as minonty communities. Given the animo¬ 
sities against Christians, Sikhs and 
Muslims .such a listing of minorities may 
seem justifiable, even ‘naiural’. But really 
the basis for such notifications deserves 
further scrutiny. 

What makes a community a minonty 
community is often a history ol persecution 
again.st its members, but very olten it is 
ju.st a question of numbers, as with the 
Buddhi.'.ts and Parsces. Therctore, com¬ 
munities cun be deemed as minontics quite 
idiosyncratically. .Sample the following 
variations; In the Report on Advisory 
Committee on Minorities (May 11, 1949). 
Muslims, scheduled castes (the .so- called 
untouchables), and IndianChri.stians were 
considered minoniies (.Shiva Rao 1968a. 
vol 4: 604]. But some years earlier in the 
Constituent Assembly no icss a person 
than K M Panikkar wanted the nambudiris 
to be listed as minorities (ibid; vol 2:259]. 
The nambudiris incidentally are a very 
prosperous and influential caste of 
brahmans in the southern Indian province 
of Kercia. In the 19.32 Ram.say MacDonald 
Communal Award even the powerful 
marathas were brietly considered for pro¬ 
tection as a minority [Shiva Rao 
1968b: 742]. When over 50 years ago 
Sardar Hukam Singh suggested in the 
Constituent As.sembly that Parsecs and 
Sikhs be given minority status it was turned 
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down [ibid" 772-73) with no significant 
complaints coming from either of these 
two communities. If the criteria lor minority 
classification can be .so arbitrary, and once 
classified, if the rewards to community 
virtuosos can be so tempting, then it should 
come as no surprise that even an organi¬ 
sation like the Ramakrishna Mission has 
staked its claim for minority status. 

Does the answer then lie in just increas¬ 
ing the list of minontics as and when such 
demands come up'.’ What good do such 
li.sts really do to minorities in teims of 
enhancing their participation as cilir.cns'.’ 
In this context it is worth recalling 
B R Ambedkar's warning against creating 
permanent minorities. According to 
Ambedkar a policy of this sort would 
create .sectional interests from which only 
minority spokcspeoplc and virtuosos 
would bcnclil [.Shiva Rao 1968b: 766|. 
Instead of meeting demands of citizens, 
the aspirations of those belonging to 
minority comniunilics will begtn to be 
tashioned and sifted by the exigencies and 
compulsions of minority politics. Demo¬ 
cracy would then degenerate to a game of 
numbers, vote banks and patrons. The net 
elfcet is that members of minority com¬ 
munities end up being much worse off 
than before. Only their virtuosos and 
spokespeople thiivc. and along with them 
the minority baiters ol the majority 
community 

Minoru ISA MON 

Further, the designation of minontics m 
this fashion has a rather dangerous 
consequence. It is blind to the process and 
possibility of minontisation. Minoriti- 
sation breaks protocol and targets those 
whoare not yet official minonics. Minoriti- 
salion can make almost anybody into a 
minority as it does not play favourites. 
Minontisation occurs because social 
dynamics does not allow for any stable 
lelationships between i immunities to la.st 
overtime. 3'his c. something that the mind 
set behind minority listing never quite 
comprehends. Stable relationshijis between 
communities, wbcthercharacteri.scd by co¬ 
existence or otherwise, characteri.sed pre 
modern settings, with their slow paced 
natural economics and .settled hierarchies. 
Modernity, and the unleashing of the 
process of secularisation, have brought 
unpredictability in their wake. It is no 
longercasy to forcea.st friends and enemies 
in advance. Sectarians can now come in 
many loims. Driven by the victs.sitiidesof 
conlen'.poi .iry existence, bigotry can create 
new minoiities \suhout the imprimatur of 
history. The oliicial policy of secularism 
with Its tcndeni.v to create permanent 


minorities is quite incapable of rising to 
the occasion and meeting the challenge of 
minoritisation. In fact the manner in which 
minority policy is laid out and practi.scd 
ideologically sanctions street politics to 
function along community lines. 

Minoritisation iKCurs from the outside. 
It is not built up by cultural virtuosos 
within, but by sectarians without. 
Minoritisation happens without warning 
and swiftly persecutes a community that 
had no premonition that it would be 
targeted in this fashion. This is what 
happened to .Sikhs in 1984 [yes, it can be 
limed that precisely). Prior to the killings 
of Sikhs in Delhi and elsewhere in 1984 
they had no clue that they would be hunted 
and quartered the way they were after 
Indira Gandhi’s as.sas.sination. For decades 
Sikhs were popularly cast as the sword 
arm of Hinduism, and now suddenly they 
became Hindu’s hated ‘other’. During 
those tumultuous months of 1984 Hindus 
turned against Sikhs with such bloody 
vengeance that their much recorded and 
histoncally belter known hatred towards 
Muslims was put in the shade. 

l.ikewisc, when Shiv Sena came into 
existence in 1966, .south Indians in Mumbai 
suddenly found that they had become a 
persecuted minority in the city. South 
Indians, like the Sikhs, had no premonition 
of this turn of events prior to 1965 [see 
Gupta 1982: 71-5). The Shiv Sena led 
‘sons of the soil’ movement turned all 
tno.se who were not of Maharashtrian 
parentage into outsiders, especially the 
immigrants from .south India. An identical 
‘son.s of the soil’ movement in Assam 
converted Bengalis in that province into 
minorities too, leading tocountless deaths, 
social dislocation, and lootingof properly. 

Minoritisation lakes place from the 
outside by others. Nobody would like to 
be minontised, though the same cannot be 
said for the desire to be placed in the 
official list of minorities. Minoritisation 
pays no heed to stated ‘minority policies’ 
and can fell with one stroke the most 
elaborate taxonomy of minorites. 

Minority categonsations which form the 
bases of stale policies in several countries, 
and not Just I ndia, are hardly a satisfactory 
way of dealing with the minority question. 
As wc have ju..t argued, besides fostering 
divisions on ascripiive bases, such a policy 
leaves ;he dt'or wide open for minoriti¬ 
sation t.) wicak havtK. As minoriti.sation 
is disrespectful ol previous consensus, or 
even of standard history, it does not matter 
howextensively minorities are li.sted.,Such 
a task will always be incomplete. Anyone 
could be the next vicim, it could even be 
you. It is for this reason that it is imporant 


to step out of such a framework and 
consider the question of minorities afresh, 
without being pressured by minority 
virtuosos, or by minority baiters. It must 
be realised that even after juggling with 
the many criteria for minority status is 
over, the threat of minoritisation is never 
really reduced. However, the one factor 
that remains resolute and indissoluble 
through all this is that of ‘citizeaship’. 

As minoritisation is unpredictable in 
character, the next minority could be 
anyone, even you. it is best to proceed 
along the Rawlsian ‘principle of difference’ 
IRawls 1971: 76-77). According to this 
principle even the legislators are hypo¬ 
thetically behind the 'veil of ignorance' 
which prevents them from identi lying their 
intere.sts in advance. The veil of ignorance, 
which was only hypothetical in Rawls, 
lakes on a more .sub.stantivc and empirical 
bearing in the context of minority policy¬ 
making. As minoritisation is such an 
unpredictable process with such un¬ 
predictable outcomes, a .safely en.sconced 
majority community can suddenly be 
.seve’red from the ‘mainstream’ and become 
a minority. This is what happened, at 
different points of time, to Sikhs all over 
north India, to south Indians in Mumbai, 
and to Bengalis in Assam. 

With the pnnciplc of difference as a 
guiding thread citizenship is strengthened, 
for whether one belongs to a minority or 
majonty community the basic rights as 
citizens can neither be taken away or 
I hrcatened. One has the right to education, 
housing, etc, by virtue of being a citizen 
and not because the community has a 
benevolent patron. By focu.sing or 
ciiizen.ship, one can see the deficiencies 
of tho.se poli.:ies that create permanent 
minorities, and thereby create ri Its bet ween 
citizens.'I'he emphasis on citizenship i l.so 
dmiinishcs complacency among those who 
today think that they cannot be hurt by 
sectarian passions ever. This con.solidates 
fraternity on a more enduring basis as 
citizenship emphasises the attainment of 
resemblances, while minority politics 
thrives on creating, establishing and heigh¬ 
tening diffcrencesin the nameof promoting 
diversities. But in most such cases the 
understanding of diversities is limited for 
It is not really about creating alternatives 
for citizens as much as boxing people into 
siraitjacketed community grids. 

DlVt-RSITIRS, Al.TbRNATIVKS AND 

Integration 

Traditional .societies had no conception 
of diversity for one could not rise above 
one’s location in cultural space to view 
the entirety. In place of diversity, traditional 
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scKietiestalkedof strangeness,of wildness, 
of the lack of godliness [see Kluckhohn 
1962:69J. Distances in cultural space were 
ontologically marked. This gave ‘other¬ 
ness* inhuman, immoral and, on the whole, 
unworthy, qualities. It is only in modem 
times that differences between cultures 
started being semaphored in cpi.stcmo- 
logical terms. 

Diversity is a positive value today 
because the nation state has brought about 
through citizenship a higher level of inte¬ 
gration in which differences can be entert¬ 
ained in terms of multiple options. Such 
an appreciation of diversity never existed 
in the past though, very often, con¬ 
temporary exhortations to respect diversity 
ate often couched i n traditionali.stic terms. 

The moral judgment to respect diversity 
notwithstanding, it is also a fact that the 
more defined the boundaries between 
cultural spaces, the lower the insertion of 
citizenship ethos, and consequently the 
more backward and traditional oriented a 
.society tends to be. Diversities are not 
good in themselves. They are good only 
insofar as they do not conflict with citizen¬ 
ship and with the liberal democratic 
principle of realistically incrca.sing one's 
range of options. To protect a Native 
American lifestyle, or those of the tribal 
community in India, in the name of diversity 
IS thoroughly misplaced. This not only 
prevents members of such communities 
from attaining the minimum set ol resem¬ 
blances, but it also takes the pressure off 
the state from having to deliver to the 
under-privileged. The ruling elite can 
explain away its inaction in alleviating 
poverty among historically disprivileged 
peoples by claiming to be community 
sensitive. 

Further, the argument that the cultures 
of tribals be pre.scrved because it inceascs 
the range of options, is really quite absurd. 
There is no rea.son why the belter off 
should want to chwise to be the worst off. 
L iberal philosophy isilicquippedtohandle 
collective masochism. Moreover, it is not 
as if any one can decide to be a Native 
Indian or even an Irish Catholic just like 
that. There arc strong membership rules 
that these communities have which would 
preclude a free exercise of options of this 
kind. 

Diversities are compatible with citizen- 
•'hip when membership to diverse 
communities becomes a purely voluntary 
affair. But when diversities block such 
movements, as they constantly did in 
tradition, there is little that is worth 
recommending in them. That diversity even 
in recent times does not always mean 
alternative lifestyles but only distinctive 


differences can be gauged in the manner 
in which there are constant problems 
between different categories of Native 
Indians in Canada [see Dyck 1992: 827]. 
Another variation on the same theme can 
be found in France between 1940 and 
1944. After the German invasion of France, 
the Vichy regime under Marshall Petain, 
set about to emphasise French cultural 
purity where “there would be no mixing 
of modem with antique; authenticity ruled. 
Groups in one region were discouraged 
from singing songs or performing dances 
that originated elsewhere. The performer 
had to be from the region they represented 
and costumed in what was deemed to be 
traditional fashion” | Lcbovics 1992; 172). 

In a modern democratic state diversities 
are acceptable only when they can actually 
promote alternative lifestyles and increase 
the range of choices. Kymiicka seems to 
accept this position but does not quite 
emphasise the dillcrence between clo.scd 
cultural practices and an open door policy 
towards alternative lifestyles. Generally, 
communities are not open toothers, unlike 
communists and vegetarians [Tamir 
1993: 1491 for which rca.son they fail to 
pass the modem diversity test. 

This .should act as a corrective to ail 
those who propagate respect for diversity 
as an unquahlTod end in itself. To value 
the existence of diverse, clearly segregated 
and distinct practices, is to collap.se time 
scales in favourof returning to the rigidities 
of the past [see Bhabha 1990:208]. With 
the establishment of the liberal democratic 
nation slate diversities as re.:orded by 
history are replaced by existence of 
allcrnali ves tnadc up of artefacts, cuisi nes. 
and literatureof diverse provenances This 
allows people a wide range of choices 
without having to subscribe to, or being 
locked in, any one community all the way. 

Such a pmcess is quite clearly evident 
in America today. Even the spatial confines 
of different communities, which till quite 
recently .scpaialed the Irish ghettoes, Irom 
Poli.sh ghettoes, or I rom Jewish neighbour¬ 
hoods, no longer exist in quite the same 
way. The division between these com¬ 
munities was deep enough in the past so 
that as late as the 1930s the socialist move¬ 
ment was divided int.'i the Jerusalem 
Sociali.st Party, the Italian Socialist Party, 
and soon. Today, alittle more than 50 years 
later, but .st iM within a lifetime, things have 
changed so much that even Jews have now 
become ‘white folks’ [Sacks 1994:83 4|. 

It needs to be icmembencd then that 
diversity is now a cherished value in 
America, but this is after traditional 
boundaries have more or less liecomc 
extinct in that country. Suivcys in America 


show that Blacks too are entering White 
spaces in greater numbers over the last 
30 years - 40 per cent of Blacks now hold 
middle class jobs compared to just 20 per 
cent in 1960. Today one out of every 10 
college .students is Black - almost double 
of what it u.scd to be in the 1960s. Given 
the fact that Blacks comprise roughly 11 
percent of America's population, the figure 
of college-going Blacks is certainly very 
impressive [see Kilson 1983: 85-6]. 
Additionally, identifying oneself to census 
enumerators as Irish-American or German- 
Amcrican is a matter of ego-centred pre¬ 
ference. Self-identification of this sort is 
the only way one can relate to cultural 
heritage as the increasing rate of cross- 
cultural marriages in America have taken 
the bottom out of any purist notion oi 
ascription [Sanjek 1994]. Tradition, or 
some version of it, survives because ot the 
commitment to a self-chosen past by ego- 
focused culture bearers. It is not a detci- 
mined community with its strict rules ol 
membership and allegiance that matter at 
all. This form of diversity is peiicctly 
compatible with democracy, choice anti 
citizen.sliip. It meets the needs of cultural 
fulfilment without demanding traditional 
obeisance." 

Diversity is compatible with citizenship 
only if it does not come in the way ol 
acquiring the minimum set of resem¬ 
blances. P.hctoric a.side, this is apparently 
how It functions in fact in a country like 
America, so why should it be any differen' 
in India? Or anywhere else? Americar 
diversity resists the melting pot theory bu 
in a limited way. It the melting pot mctaphoi 
IS supposed to signify homogeneity ol 
tastes, aesthetics, religious persuasions 
and arieracts, then diversity certainly has 
a diifeicnt manitesto. But diversity 
American style, is certainly not intent or 
creating autonomous cultural enclaves. The 
credo of diversity gets activated only ir 
aieas where culture doe*^ not come in .he 
V ay of prosperity and material advance¬ 
ment. It now remains for America to self¬ 
consciously accept this reality and 
accordingly shape policies that privilege 
the attainment of the minimum set ol 
rc.semblanccs above all else. 

In this connection it is also interesting 
to track down the circumstances that gave 
‘diversity’. and with it 'inulticulturali.sm' 
such an ideological fillip in modem time: 
in the U.S. This will give a perspective oi 
divers'ty and keep us in India from accep 
ting extrcmi.st and purist versions of it 

'I'he emphasis on diversity in India grev 
out of the compulsions of the nationali.<- 
movement as the entire subcontinent hai 
to he united against British machination 
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to separate the colonised on the basis of 
language, religion, etc. This is what prom¬ 
pted the phra.se ‘unity in diversity’ which 
Jawaharlal Nehru made particularly 
eloquent. This diversity still did not mean 
the enlarging of options but rather the co¬ 
existence ol differences. It certainly played 
a role as an ideological mobiliser to neu¬ 
tralise British colonial policy hut it is still 
some ways from being a truly modern 
credo. Unity in diversity is, in principle, 
akin to the hated American segregationist 
policy of ‘separate but equal’ which was 
finally taken off the .statutes only as late 
as 1954. Such an equation would be 
horrifying to many in India pnmarily 
because they had never really interrogated 
the notion of diversity with any degree of 
thoroughness. 

In north America diversity and the 
politics of multiculturalism came to the 
tore when first the Jewish community and 
then the diasporics began to raise their 
voices against cultural disertmination. 
Ironically, it is when ethnic divisions were 
getting blurred and the worst days of 
cultural di.scrimination were over that 
diversity, and along with it multi¬ 
culturalism, began to be demanded by 
cultural minorities (see Steinberg 1989: 
48-49). In the days when immigrants from 
China. India. Africa and south-ea.st Asia 
had fewer avenues forrealismg substantive 
citi/.enship there was hardly any clamour 
from among them for the appreciation of 
cultural diversity or forcquality of cultural 
status. In Canada, for decades, those of 
south Asian origin did not have the right 
to vole. In America. Chinese immigrants 
were locked in filthy rcKims without any 
basic rights. Yet they did not complain. 
If anything the light on their behalf was 
carried out by benevolent Americans and 
Canadians, who in any ca.se wcie too few 
in number io be a decisive voice. 

It was the Jewish community that first 
raised the issue of cultural dignity in north 
America. The liming of their demand 
coincided almost perfectly with the 
growing demand for, and ilie eventual 
realisation of -i Jewish homeland in Israel. 
The old, gentle, .scholarly, rabbinical model 
of Jewish masculinity wai replaced by a 
more militant one. As the colonised 
countries gradually gained independence 
and attained nation state status the 
diasporics from these regions began to be 
more vociferous about theircultural rights, 
.iiidab(mtniulticulturali.sm. The realisation 
that back home’ their compatriots had 
moved Imm indignity to freedoin and 
citi/xnship gave them the pride they 
hitherto lacked in demanding greater 
cultural recognition in the land ol their 


adoption. True, this sentiment could have 
been expressed much earlier when times 
were much worse, but at that point they 
felt inadequate as in the land of their origin 
they were still subject people. If other 
Blacks in America consider the Haitians 
among them as being haughty and .superior 
in their disposition, it is probably because 
Haiti was the first Caribbean nation to 
become independent of colonial rule. 

As diversity and multiculturalism have 
become regnant motifs at a time when 
cultural isolationism and discrimination 
arc much lower than what they used to be, 
they signal the opening up of individual 
choices and alternatives rather than the 
closing down of cultural shutters. Old 
fashioned diversity closed off the possi¬ 
bilities of people realising their basic 
freedoms which should also include, as 
we have argued, the attainment of a 
minimum set of resemblances. II diversity 
is to be accepted today it should be only 
along those self-con.scious protocols 
established by mcKlem liberal democracy 
which ceaselessly expands the conception 
of citizenship. 

The tenor of our argument throughout 
this paper is that liberal democracy should 
be more concerned with people rather than 
with thing.s, with survivors and not with 
survivals. When we share our humanity 
with others it becomes apparent that tho.se 
from other cultures are not that different 
and exotic after all. A universalistic liberal 
democratic society should devise policies 
that help people from di.sprivilcged cultures 
to survive and surge ahead instead of 
treating them like precious historic 
survivals. When the latter mode manifests 
ilsell in whichever context then it is 
obviously an outcome of unexamined 
prejudice. 

Fortunately, anthropology today is 
working hard to rid itself of such hubris, 
and this is a Ics.son that other disciplines 
could well learn from. Liberal democracy 
owes allegiance to human beings as fully 
fleshed subjects tif humanity and not as 
exotic species to be uplifted by bene¬ 
volence. In the ultimate analysis then, it 
is empathy, and not sympathy, that can 
guide the rc.solution of particularistic 
demands within a universalistic frame¬ 
work. empathy calls out to citizenship, 
whi le sympathy makes people dependents. 
As dependency thrives in a regime of 
palionage, liberal democracy and univer- 
salism are of little relevance to it. 

That liberal democracy is deliberating 
over the need to find uni vcrsalitic principles 
loi resolving particularistic cultural 
disputes IS a further demonstration of how 
the quc.st for enlarging citizenship in an 


activist fashion is an ongoing enterprise. 
Such a task requires the concerted efforts 
of social scientists, humanitarians, lawyers 
and specialists. But more than anything 
else it requires that we look into ourselves 
and pledge to share our humanity with 
others. 

Notes 

[Thi.s is a revised version of a paper that was first 
presented in a workshop on ‘Changing Legal 
Cultures' organised by the International Institute 
for the Sociology of Law in Onati, Spain, on 
June 26.1999.1 am grateful to all the participants 
to this workshop for their detailed comments, m 
particular to Martin Krygier j 

1 In I99.t the Jats of West Uttar Prade.sh and 
Haryana came together in what was called a 
‘Sarvakhap Panchayat’ and unanimously 
pa.ssed resolutions regarding marriage, edu¬ 
cation, liquor consumption, and inheritance 
Some of these resolutions weic benevolent, 
especially those related to dowry and cons¬ 
picuous consumption Rut there were other 
resolulion.s that stridently forbade divorce, 
female inheritance, and co-educational' 
insiiiutions. Any violation of these mies w.as 
to he punished by ostracism, and, in some 
cases, by fines. It should also be recalled that 
in many instances couples have been killed 
by the community, with the full complicity 
of their respective parents, for going against 
traditional opinion [Gupta 1997 21X1-.^) 

2 Blacks in Amenca still cannot move in and 
oul of cultural spaces like the others can A 
Black IS .always a Black no mailer what the 
particular blood-line may be There arc some 
altempts to officially recognise this as an 
anomaly, but in popular opinion. Blacks are 
still unable to .self-idcntify like the White 
population in Amenca can 1'his is why Black 
culture has a greater sense of distinctiveness 
than the other 'ethnic' cultures in Amenca 
Yet given the rate of Black mobility il is quite 
likely that this loo may become a thing of the 
past over the next millennium 
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DCM SHRIRAM CONSOLIDATED LTD. 


SpMch by Shrl Mantosh Sondhi, Chairman at fha Annual Ganarai Maotlng 
of tho Company hold on August 3,1999 at Now Dolhl 



Shri Mantosh Sondhi 


Ladies and Gentlemen, 

On behalf of the Board of Directors 
and on my own behalf. I extend to you all a very 
warm and cordial welcome to the 10th Annual 
General Meeting of your Company The Notice 
convening the meeting, the Directors' Report and 
the Audited Accounts for the year ended March 
31.1999 have been with you for some time now 
and with your permission, I shall take them as 
read 

At the very outset, I will like to salute 
our Armed Forces, particularly the valiant young 
Olfice'''-' and Jawans laying their lives on the 
line tor us. who with their acts of bravery, 
patriotism, sense of commitment and unflinching 
loyalty to the nation, re-captured the areas in 
Kargil Sector in J & K. which were illegally 
occupied As a token of our gratitude to our 
Armed Forces, your Company made a humble 
contribution of Rs 27 26 lacs, out of which 
Rs 7 26 lacs was contributed by the employees 
of the Company in the form of 1 to 5 days wages, 
and Rs 20 lacs by the Company to the Army 
Central Welfare Fund 

The Economy 

May I now say a few words about the 
economy In 1998. the economic growth was 
affected adversely by turbulent conditions in 
South East Asv."' economies and slo-w down of 
world GDP growlh to less than 2 percent As a 
result of international economic environment, our 
exports declined by 1 2% to US Dollar 33 6 billion 
from US Dollar 34 Mlion in the year 1997-98 
This ad.ersely affected industrial growth, which 
rose by only 5.2%, as rxjmpared to growth of 

6 6% in 1997-98 However, rich farm growth of 

7 6 percent came to the rescue of the economy 
and we could achieve overall GD” growth of 6 
percent, as against 5% in the preceding year 
The current scene looks promising with good 
rams so far in 31 out of 35 meteorological 
subdivisions and with ^e reversal of the declining 
trend in industrial production, particularly in the 
core sectors such as steel and cement General 
indication of consumer confluence is also 


encouraging as indicated by increase in sales of 
both consumer durables and fast moving 
consumer goods The inflation rate was also 20 
years low at 1 83% on 3f<i July this year During 
the penod under review, the Government has 
taken a number of measures to give a further 
impetus to the reforms process for which they 
deserve to be complimented Some of these 
measures are - abolition of Urban Land Ceiling 
Act, delicensing of sugar, allowing buy back of 
shares upto 25% and further liberalisation of 
direct foreign investment Reforms in the 
finanoal sector and taxation are some of the 
other measures, which would help the economy 
Some other measures like the Bill on opening up 
of insurance have been a casualty of dissolution 
of the last Lok Sabha One hopes that all those 
steps, which will ensure faster growth of the 
economy, will be taken up by the new 
Government in right earnest, soon after its 
installation in October/November this year As I 
have said earlier, one good trend which has 
gradually been emerging is that politics and 
economics are getting disassoaated from each 
other The behaviour of sensex in the recent 
weeks IS also an indicator of this Apan from the 
resounding success of our Armed Forces at 
Kargil, two other basic reasons for the sensex to 
attain new heights were the soundness of our 
economic fundamentals and the fact that the 
Election Commission was able to announce 
definite time frame for the conduct of elections, 
including in Kashmir, which was a clear 
demonstration that India is a well established jnd 
flourishing democracy 

Reforms in the agricultural and 
infrastructural sectors have to go a long way to 
make the economy vibrant The steps taken so 
far. though on the right lines, are not adequate 
and their implementation is slow It is necessary 
that in electnaty roads development, rail and road 
transport, communication and finanaal sectors, 
we should be more efficient Wastage and 
pilferages should be checked and their woddng 
made more economical and consumer friendly 
This will be possible when pnvate sector is given 
a bigger role and road blocks in the working of 
public sector undertakings, about which we have 
been t-'lking for decades now but with no tangible 
results, are removed. 

Reorganisation of the Businesses 

In the changing business scenario, 
marked by increasing international competition 
and rising stakeholder expectations, it has 
become imperative to build a focussed and pro¬ 
active organisation 


With this in view, company operations 
were re-organised in October, 1998 into Strategic 
Business Units (SBUs). The organisation has 
thus moved from a functional structure to a 
business focussed sinicture in order to build a 
culture of excellence in financial performance and 
entrepreneurship. 

The reorganisation has been 
implemented smoothly and the results are very 
encouraging There is better understanding of 
business issues/opportunities along with a 
systematic effort to reduce cost including fixed 
costs and overhead expenses This is reflected 
in a higher gross profit inspite of a marginal 
decrease in the turnover due to no treding in DAP 
Review of Operations 

During the year ended March 31, 
1999, due to overall depression in industry and 
no trading in DAP throughout the year, sales of 
your Company at Rs 632 47 crores were 
marginally lower compared to sales of Rs 697 63 
crores last year Similarly, the net profit was lower 
at Rs 21 62 crores as compared to Rs 23 97 
crores in 1997-98. All the units performed 
satisfactorily and contributed towards this 
performance Inspite of deaease in net profit 
your Board of Directors have maintained and 
recommended a dividend of 40% on the equity 
capital 

A. Fertiliser & Power Business 

During the year, the performance of 
this SBU in terms of production, operating 
efficiency and profits was satisfactory inspite of 
scheduled stoppage for 27 days of Urea Plan! 
for overhauling and maintenance Dunng the 
year, this SBU received National Productivity 
Award for second best pioductivity performance 
in the country for the year 1996-97 

Our Coal based captive power plants 
at Kota have continued to work at a plant load 
factor of over 90% on the average, wh'ch is well 
above the national average Similarly, the 
performance of our DG Sets at Bhanich has been 
comparatively very economical The Company 
IS planning to commission an additional 10 MW 
power plant at Kota Complex by March, 2000 
which again should prove an excellent deasion 
The salient features of this decision are that hy 
using re-furbished existing baler, the project cost 
and the time frame for its implementation have 
been significantly reduced 

B. Agrt Business 

Dunng the year under review, as a 
result of improved availability of Urea in the 
country, there was pressure on sales The 
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depressed market conditions are iikety to 
continue this year as well due to higher tiufler 
stocks and expected production. During the yev, 
there was practicaliy no trading in DAP due to 
uncertain Govt, poiides on subsidy However, 
the Company has pians to import DAP and 
market it through its net working in the current 
year The Company has made a beginning in 
fiiading of NPK fertiliser manufactured by 
indigenous manufacturers Efforts are being 
made to increase volumes and explore 
possibilities of marketing more such items in the 
current year The trading in hybrid seeds and 
pesticides continued satisfactorily dunng the year. 

C. Plastics Business 

During the year under review, due to 
oversupply and lower demand, PVC market 
remained depressed To improve the margins, 
vour Company also produced marketable 
Calcium Carbide which has been well accepted 
by the market and Company now plans to 
ncrease its production in the current year As 
the PVC prices have now started looking up, it is 
expected that the profitability of this SBU will 
.rtiprove in the current year 
D Cement Business 

During the year, the Company has 
P'jpgraded its total production from 43 grade to 
13 grade as a part of further improvement This 
new grade has also become popular and is 
'ftrhing premium in Northern markets The 
P'otitability was adversely affected due to 
-^'^pressed market conditions dunng the year 
>i 'der review Fortunately, cement prices have 
ow gradually stated looking up 
E Chemical Business 

Chlor alkali operations at Kota and 
n’laruch were affected due to prevailing 
o^ersupply situation and depressed prices In 
•r: 3 context, efforts made to reduce costs yielded 
'j'-tori results The Kota plant achieved 98% and 
B i,iruch plant 88% capacity utilisation, which is 
, .v' li above the industry average 
• The .‘■.nriram Alkali 8 Chemicals unit 

1 3t tiharuch improved exports of caustc soda 
^'akes to reach a record level of 3444 MT dunng 
IB" year under review In order to increase 
;.ioMability of this business, i: is proposed to take 
jp some value added businesses related to 
Cbloi-alkali The Company has commenced work 
on putting up production facilities for stable 
bic.iching powder and poly aluminium chloride 
o', Kota 

F Textiles 

The textile mills of the Company, 
Swatantra Bharat Mills and DCM Silk Mills were 
dosed down in Delhi in November, 1996 pursuant 
I'P 'tie Supreme Court directive for relocation of 
indiistnes from Delhi Both the units were re¬ 
established in Rajasthan shortly thereafter 
However, the workmen did not report for duty at 
IBe new sites 

i Later, towards the end of April, 1998, 

1*93 workmen of SBM opted to report for duty at 


Took However, a large number of theseworkmen 
were reluctant to work and were interested in a 
voluntary retirement package In October, 1998, 
on the initiative of the workmen, a voluntary 
retirement settlement was arrived at consequent 
to which, only 370 workmen have stayed on in 
Tonk. Since then by reenjiting fresh workers, 
production is being stabilized As regards DSM 
workmen, there is no change in the status as no 
worker has reported for duty so far at Alwar 

The preparatory work for re¬ 
development of the sites vacated by SBM/DCM 
Silk Mills, Delhi has progressed satisfactorily 
along with the Joint Venture partner. However, 
several common issues relating to all such 
industries remain pending for clarification before 
the Supreme Court. 

Environment 

Shriram Environment & Allied 
Senrices at Kota, recognised by the Department 
of Science 8 Technology, set up to carry out 
research and development work in the field of 
environment continues to do well 
Subsidiary Companies 

Dunng the year. 40 75 lac quintals 
Cane was cnished m the sugar plant at Ghaghara 
Sugar Limited. Lakh.mpur Kheri in U.P. Cane 
survey report for the season 1999-2000 indicates 
an increase in cane sowing by approx. 25% in 
our command ai ea which will result in a significant 
increase m cane availability dunng the current 
crushing season The Company is also planning 
to enhance crushing capacity of the plant dunng 
the current year 

The working of DCM Shriram Credit 
8 Investments Ltd. a wholly owned subsidiary of 
your Company, has been satisfactory In the case 
of another subsidiary, DCM Shnram Acqua Foods 
Ltd . the acquacuUure project at Karaikal, 
Pondicherry continues lo be on hold on account 
of Interim Order of the Supreme Court against a 
Public Interest Litigation filed with them 
IT Initiative/Quality Management ft Education 
Processes 

During the year under review, the 
Comjjany progressed on implementation of SAP 
R/3 - a world renowned ERP package While 
the first phase went live from 1st Apnl, 1998, the 
second and final phase has beeri implemented 
and gone live since January, 1999 The Company 
received SAP Star Customer Award -1998' for 
its successful and speedy implementation of the 
package Significant benefits by way of 
improvements in business processes are already 
visible through implementation of this ERP 
package The endeavo'jr now, is to tap and 
leverage the enormous potential of this system 
to further transform the way we work 

tn order to create an organisation 
culture with a more focussed customer orientation 
and to retain competitive and winning edge'in 
each of our businesses. Quality managoment arxl 
education processes were institutionalised last 
year with the assistance of IQL, a subsidiary of 
NUT This year, it has proceeded well in the 


organisation and its coverage has now been 
extended to ail parts of the Company, including 
workers This Quality Movement has helped to 
bnng about a significant altitudinal change and 
substantial cost saving arxoss the Company 
Year 2000 Compliance (Y2K) 

The Compliance work began in end 
1997 The Company does not foresee any 
problems in the operation due to Y2K related 
issues The Company expects to achieve clean 
Y2K status' by end August. 1999 
Industrial Relations 

The Comj>any continued to maintain 
harmonious and cardial relations with its workers 
in all its divisions, which enabled it to actiieve 
higher performance levels on all fronts 

Human Resource Development 

The progress of the Company during 
the last 9 years, is in a large measure due to the 
quality of our human resource Human Resource 
Development in your Company continues to 
receive high prionty We are working to create 
an organisation that is highly motivated, dynamic 
and adaptable to the changing business 
environment 

Prospects for the Current Year 

In the first three months of the current 
finanaal year i e April to June 1999. sales of 
your Company at Rs 178 94 crores are 
substantially higher a^ compared to sales of 
Rs 134 17 crores in the previous year During 'his 
period, the Company has earned a net profit of 
Rs 7 tS crores. as against a loss of Rs 4 65 
crores in the corresponding period last year The 
Company is quite hopeful that overall, the current 
yeai should end on a satisfactory note It's a 
matter of great satisfaction that comparatively 
small investments made in the last few years on 
the balancing as well as on modernisation and 
up-gradation of plant and equipment have now 
started paying handsome dividends 

Acknowledgments 

Ladies and Gentlemen, in conclusion. 
I would like to c»mpiimenl the Management Team 
of your Company led by Shn Ajay S Shriram and 
Shri V’Kram S Shriram fer their excellent 
performance Your Company has an outstanding 
management team at all levels with exceptionally 
good learn work The Oirectois also wish to thank 
the Government authorities, financial institutions, 
bankers, business assoaates and shareholders 
for their co-operation and support extended to 
the Company The Directors also place on lecord 
their deep appreciation for the conlnbulons made 
by employees at ell levels to improve the working 
of the Company 
Thank you 

Note: Tnis does not purport to be a record of 
the proceedings of the Annual 
General Meeting 
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India’s Emei^ng Economic Challenges 

Vijay Keikar 

A review of the strategic policy failures which landed the Indian economy, till very recently, in a low- 
productivity, low-growth impasse and a discussion of the critical areas to focus on in the next phase of 
economic reforms. 


IN the Iasi few years, the Indian ecunomy 
ha.s been a sea of tranquillity in the tur¬ 
bulent world economy, especially in the 
Asian region. In fact, in the year 1998 
India achieved one of the highest growth 
rates in the world and this year (he growth 
rate is expected to be higher than last year. 
Equally, in terms of other inacro-cconomie 
indicators, such as the rate of inflation or 
exchange rate stability, once again the 
pert'ormance of the Indian economy in 
recent years has been quite outstanding. 
The rate of inllation is less than 4 per cent 
and exchange rates have been relatively 
stable. There is, in fact, some evidence 
that during the nineties the growth rate in 
India has shown some acceleration. 
However, there are a number of weak¬ 
nesses w Inch we need to overcome to meet 
the objective of rapidly removing poverty. 
It is necessary to Uxik at the Indian economy 
in a .somewha' longer perspective and 
identify the necessary policy rclorms and 
initiatives. 

In India’s economic history, there is 
little doubt that our independence will be 
marked as a maj()r discontinuity. Since 
independence, India has achieved remark¬ 
able progress in overcoming the long-term 
colonial stagnation and economic back¬ 
wardness. We were indeed fortunate that 
our destiny was guided by a group of 
remarkably lalcnted leaders led by India’s 
first prime minister, Jawahar Lai Nehru. 
They had a well-defined worldview and 
equally well articulated .strategy. The 
strategic objective was to create a .self- 
reliant economy independent of the inter¬ 
national capitalist bloc. The aspiration of 
the national leadership was clear; they 
wanted to create a vibrant national 
economy and eradicate poverty as rapidly 
as possible. Given the weakness of the 
entrepreneurial class and the absence of 
well-functioning capital markets, thi' state 
was assigned the role of accelerating capital 
accumulation and was aLso required to 
become an entrepreneur, particularly for 
creating heavy and basic indu.strie.s. Con¬ 
sequently, the public sector became the 
leadmg agent for indu.striali,saiion 

This strategy did pay off. It substantially 
accelerated the growth rate, it created the 
social and industrial infrastructure and the 
technological ba.se loi defence production 


as well as in the sophisticated and .strategic 
nuclear and space fields. 

In implementing the strategy one of the 
major problems soon faced was the failure 
on the agricultural front, which led to our 
dependence on PL-480 food imports. This 
strategic shortcoming was quickly over¬ 
come by the launching of the green revo¬ 
lution to achieve the objective of self- 
reliance for food .security. 

These achievements are indeed hi.storic 
when we recognise that all this was 
achieved es.sentially under a democratic 
lorm of governance, without colonial 
exploitation and while facing the chal¬ 
lenges of a demographic explosion 

These achievements arc out.standing 
when compared to our own historical 
standards, but seen in the context ol the 
contemporary experience of other econo¬ 
mics of Asia, such as China, Japan or 
South Korea, our performance is far short. 
India, at the time of independence, had 
almost similar levels of per capita income 
as China or Korea but since then both 
the.se economics have surpa.sscd India in 
terms of per capita incomes or share in the 
global economy whether in manufactur¬ 
ing output or in global trade. Per capita 
income in Korea is US $ 10,550 while ours 
is still $ 390. The gross domestic product 
of China was $ 825 billion in 1997 which 
IS more than two times ours and has been 
achieved through a sustained growth ot 
more than 7 per cent per annum over the 
last two decades. The per capita income 
growth of the other miracle economies of 
south-east Asia has been two to three 
times ours for the last few decades. Com- 
pari.son with these economics is alsti not 
very flattering for us in the area of human 
development. Although we have made 
gains in life expectancy and in other 
indicators, once again we arc behind 
compared ti' these dynamic economics of 
Asia in terms of the Human Development 
Index. .Similarly, while we .see the out¬ 
standing performance of thc.se economies 
in overcoming poverty, we haVc the 
dubious distinction of housing the world’s 
largest number of the pooi. 

While talking about such international 
comparisons there is one intcrc.sting and 
important point, namely, although in lev¬ 
els ol living as measured in per capita 


income terms or in human development 
index terms, India lags behind, in terms 
of indicators of equity such as the ‘Gini 
Index’ which summari.ses the distribution 
of income or consumption in an economy. 
India is among the top 10 developing 
countries. The World Development Re¬ 
port 1998 of the World Bank shows that 
our consumption di.stribution is perhaps 
less inequitable compared to that in the US 
and in some other developed economics. 
In a recently published paper. S R Ilashim 
shows that in India the 'Gini Index’ may 
have been improving over the Plan peri¬ 
ods. albeit marginally. Given the quality 
of data on consumption distribution, we 
can at least maintain a weaker version ol 
this finding, i c, there is no evidence that 
the disiribution has deteriorated. This is 
an important point because in the opinion 
of many of our Left analysts, India is 
considered to be one of the worst sufferers 
from income inequality and it is said to 
be getting worse. Obviously, the data do 
not .support this. This brings us to the heart 
of our economic problem, namely, for the 
curse of our poverty the villain is low per 
capita income due to relatively low growth 
rates. In other words, what India faces is 
the problem of low productivity across 
sectors as well as of low growth in this 
productivity. This is the crtix of India’s 
persistent, cruel poverty. 

Um pRODticTiviTY, Low Growth Impasse 

How did we get into this situation if, 
otherwise, the development process seems 
to have done the trick, namely, that of 
tran.sforming a low .savings economy into 
a high saving.s/high investment economy. 
During the 50 years of our planning, the 
rates of savings and investment which 
were only 10.4 per cent and 10.2 per cent 
respectively in 1951-52 have been more 
than doubled to 23.1 per cent and 24.8 per 
cent respectively by the end of Eighth 
Plan. In other words, the Indian people 
have made great sacrifices for making 
large investments, but the rate of return 
on these resources has not been increa.sing 
either to catch up with the dynamic de¬ 
veloping economics or making available 
resources to eradicate poverty. 

I think many factors have contributed 
to this low pr^uctivity and low growth 
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impasse. The first strategic error was the 
relative neglect of international trade. By 
neglecting international trade we forwent 
the possibilities of exploiting productivity 
enhancing exchanges. In the manufactur¬ 
ing sector we opted for an across-the- 
board import substitution strategy where 
we sought to produce everything in a 
production chain whether the product was 
a commercial vehicle or a .steel mill. And 
by this the weakest link decided the strength 
of the whole production chain. We entered 
into a number of activities in which we 
just did not posseses the competitive edge. 
It resulted in a loss of efficiency for the 
entire industry. For iastance, by forcing 
the Indian fertiliser industry to use only 
Indian designed catalysts, the entire 
fertiliser industry's productivity suffered. 
The same was the case of the electronics 
sector where our software industry took 
time to take off because of the insistence 
on the use of domestic computer hard¬ 
ware. What all these examples show is that 
we ju.st did not allow international trade 
to enlarge the possibilities of using our 
own resources more efficiently and we 
ended up taxing our own productive sec¬ 
tors. Even in loreign trade wc concen¬ 
trated on the socialist economics and 
neglected the trade linkages with the 
emerging dynamic areas, particularly that 
of cast Asia including Japan. Had our 
external trade been linked to rapidly grow¬ 
ing Japan, the whole economic growth 
trajectory could have been so different. 

Yet another strategic limitation was the 
relative neglect of agriculture. Arthcr Lewis 
has so clearly shown that it is the produc¬ 
tivity of agriculture which decides the 
gains from economic development. Not 
only did we neglect investments in agri¬ 
culture and in related activities such as 
migation, but we al.so manipulated the 
terms of trade against agriculture. This 
was a copy biwk hark ing back to the debate 
between Stalin and Bukharin. Sharad Joshi 
has considerable power when he argues 
for liberating India’s agricultural sector 
from the present regime of controls. We 
missed the exciting possibilities of em¬ 
ployment expansion from value-added 
agriculture. This neglect had a profound 
impact on the growth process itself. 
.Sukhamoy Chakravarty showed that the 
failure on the food economy front led to 
Slop/go policies regarding public invest¬ 
ment and this induced sharper business 
cycles, thereby reducing the underlying 
growth rate. 

Fxjually, one of the major sources of 
weakness has been the working of our 
public sector. In designing the public sector 
wc did not adequately think of the role 


of incentives, particularly incentivespro- 
vided for management or the bureaucracy 
to ensure that shareholder value or national 
wealth was maximised. Even our legal 
sy.stem may have further aggravated the 
problem by treating the public sector as 
an extension of the state, which only meant 
that wc finally robbed the public sector 
of any risk-taking ability, the hallmark of 
an entrepreneur. Consequently, the 
public sector which was supposed to be 
the primary motive force of capital 
accumulation became a drain on n.scal 
resources. 

Dvsi uNrrioNAL SimsiDiiis 

Another major factor adversely affect¬ 
ing the long-term growth rate is the curse 
of growing subsidisation and cro.ss- 
subsidisation. The growth in subsidies have 
been very high. In 1971 the total explicit 
subsidy provided in the budget amounted 
to .1 per cent of gross domestic product 
and within two decades or .so this share 
has increased almost four times to 12 per 
cent of GDP. According to recent re.scarch, 
subsidies now perhaps account for as much 
as 16 per cent of GDP. Of course, not all 
subsidies are bad. There are merit subsi¬ 
dies. There are subsidies where the social 
benefits arc larger than the .scKial costs. 
But these arc less than even one-third of 
total subsidies. Subsidies e.s.scntially im¬ 
ply under-recovery of costs. These are 
being showeied by both the centre and 
states, through direct budgetary outgoes 
or through forgone revenues. Similarly, 
there arc implied subsidies through the 
undcr-pei forming of the public .sector as 
well as other fonns of indirect subsidies 
through cross-subsidisation. Let us take 
the example of non-performing public 
sector enterprises. Between 1950 and 1997 
the stock ot public sector investments has 
increased to almo.st Rs two lakh crorc. 
This is when valued at book vlaue. In 
terms of replacement value, which is 
analytically a more correct definition, these 
slocks arc even higher. What is the rale 
of return? It is less than 3 per cent or so. 
If these investments had been achieving 
returns comparable to those of efficient 
enicrpnses, then the rates of return would 
have been two to three times higher. The 
difference between these is also an im¬ 
plicit subsidy paid for by the taxpayers. 

Had the subsidies been going to the poor 
they could have been more defensible, but 
that is nut the ca.se. The bulk ol the sub¬ 
sidies go to people who arc not so poor. 
This is true even in the ca.se of the food 
and fertiliser subsidie.s. The.se do not go 
to the rural ptior. This ubiquitous and 
growing subsidy culture reflects a distor¬ 


tion of the vision of our founding fathers 
who aimed at accelerated development 
and increasing living standards of all our 
people through higher incomes. What wc 
are getting instead is a new grammar of 
Indian politics where subsidies have be¬ 
come a full stop for growth acceleration. 

If these direct subsidies are bad enough, 
the impact of the curse of indirect 
subsidisation is worse. Not only arc these 
subsidies non-transparent, as these arc not 
dispensed from the Budget, but arc ef¬ 
fected through differential pricing of public 
sector produced goods and services. Fur¬ 
ther, they al.su lead to loss of international 
competitiveness of many of our major 
indu.stries. The working of the cur.se of 
cross-subsidisation can be seen in all major 
sectors, such as electricity, railway trans¬ 
port, petroleum, telecommunications and 
so on. It is felt that charging different 
prices to different classes of consumers 
promotes the goal of social justice. What 
happens is exactly the opposite. Giving 
power free to the agricultural .sector not 
only knocks out any incentive fnrcfilcicnt 
u.se of electricity on the demand side, but 
on supply side it leads to a deterioration 
in the quality of electricity supplies. In a 
market ecoriopiy, you can either tlx the 
price or fix the quantity hut cannot do both 
over a long period of time. Con.scqucntly, 
farmers get intermittent power supply 
which advc.'.scly affects their economics 
while simultaneously affecting the SEBs’ 
financial health. ’I'his has further adverse 
implications for the industrial sector. 
Electricity charges forihe indu.strial sector 
arc many times higher than those paid by 
the agricultural and hou.sehold sectors. 
This adversely affects the competitive 
strength .ot our industry and once again 
weakens the growth of exports and em¬ 
ployment. .Similar pnenomcna exist in 
railways where freight rates are pegged 
much higher than costs to cross-subsidise 
passenger travel. This has affected the 
efficient use of resources as well as inter¬ 
national competitiveness. Till the recent 
reforms in telephone tanffs. a similar 
situation existed in the telecom .sector. 

Finally, one of the biggest drags on 
India’s development has come from the 
growth of povemnieni consumption which 
is expenditure on current consumption. 
This IS because ot the si/e of the govern¬ 
ment and the compensation given to 
employees ol government and semi-gov¬ 
ernment organisations. The compensation 
of government employees has been re¬ 
vised upwards with successive pay com¬ 
missions. not always consistent with the 
state's capacity to pay or the underlying 
quality of the administration. 
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With the latest Pay Commission deci¬ 
sion, public consumption will go up by 
as much as 2 per cent of gross domestic 
product and this has become a major source 
of fiscal stress for both central and state 
government finances. 

Tlie growing revenue and fiscal deficits 
have led to enhanced market borrowing 
by the government. This leads to squeez¬ 
ing out private sector borrowing as well 
as to higher interest rates. Currently, al¬ 
most 80 percent of private financial savings 
are Ireing absorbed by public .sector bor¬ 
rowing. Consequently, the cruel choice is 
between higher inflation by the printing 
of money and higher interest rates which 
choke investment and employment gniwth. 
The ultimate outcome is, of course, lower 
growth rates. Clearly, the key to India’s 
prosperity lies in reversing these factors. 

Rkhirms; The Ni.xi Phase 

It the analysis presented so far is correct, 
then the policy initiatives that arc required 
arc obvious. What is necessary now is the 
launching of the next wave of reforms. 
The first phase of reforms launched in 
1991 by Manmohan Singh and Narasimha 
Rao were essentially crisis-driven. This 
time round we can have consen.sus-driven 
reforms so that we can act in anticipation 
of a crisis winch would definitely visit up 
on us if prc.sent trends are allowed to 
continue. 

The foremost reform measure that is 
required is to ensure fiscal health. It is for 
parliament to adopt the Fiscal Responsi¬ 
bility Act. which would limit revenue 
deficits and budgets deficits and safeguard 
the economy from a debt trap. Such a 
strategy has been successfully deployed 
by a numbe'r of countries. Of course, merely 
passing the Fiscal Responsibility Act will 
not achieve a fiscal balance. What is 
required is s'lnultancous action both at the 
centre and the slates to incrca.se user charges 
particularly of elefricity, water, trans¬ 
port. etc. so that resources are generated 
to increa.se investments and also improve 
the quality of these services. 'I'hese mea¬ 
sures would encourage private investment 
in thc.se sectors and would reduce costs 
lor consumers and improve quality by 
promoting competition. 

Towards this, the most important re¬ 
form would be redefining the role of 
government and down-sizing government 
while improving the quality of governance. 
The down-sizing of government will also 
mean privatisation of non-stratcgic public 
sector enterprises including banking .sec¬ 
tor. Ihe only strategic public sector en¬ 
terprises should he those dealing with 
atomic energy, space and defence produc¬ 


tion. In all other areas we should privatise 
public sector enterprises. Of course, in this 
programme of re-engineering of the gov¬ 
ernment, the state needs to play a more 
focused role in the fields of education, 
health and environment protection. Gov¬ 
ernment also will have to play a critical 
role in promoting transparency and good 
governance. 

Equally, the new parliament will need 
to review policies regarding size of gov¬ 
ernment and also the principles of com¬ 
pensation to employees of government 
and semi-government agencies. Such new 
initiatives alone can ensure that the fiscal 
situation of the states and the centre 
becomes sustainable and that taxpayers 
get their money’s worth. 

One of the major implications of re¬ 
forming the role of the government would 
be to create a new institutional architec¬ 
ture for the management of the economy 
- by lecognising that we arc now aiming 
to become a full-fledged modem market 
economy, where stability, predictability 
and transparency of policies arc of fun¬ 


damental importance. Such a new insti¬ 
tutional architecture will have to have an 
independent monetary authority by giving 
greater independence to the Reserve Bank 
of India on the lines of the autonomy 
enjoyed by the Federal Reserve in the US 
or the Bank of England in the UK. 

The new institutional architecture will 
also imply .strengthening of independent 
regulatory agencies such as SEBI, TRAI, 
CERC, etc, and treating their indepen¬ 
dence at par with that of the judiciary. This 
will inspire confidence among both inves¬ 
tors and consumers and promote compe¬ 
tition in these sectors. What one also will 
be achieving is reduction of the distribu¬ 
tive politics of cross-subsidisation 

The most important outcome of the fiscal 
correction would be reduction of both 
short-term and long-term real interest rates 
in the economy. Currently they arc at 
unprecedented levels of 6-8 per cent. No 
country in the world has achieved a sus¬ 
tained high growth rate with such high 
interest rate.s. Bringing real intere.st rates 
in the neighbourhood of 3-5 per cent can 
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triggeraspectacuiar growth boom through¬ 
out the economy. 

The centre piece of reforms will have 
be to promote competition in product 
markets and the services sector by allow¬ 
ing free entry and freer international trade. 
This also means giving a level playing 
field to all entities, i e, private sector and 
public sector. To achieve this, one of the 
foremost policy measure would be to 
reduce our tariff barriers. Today India has 
one of the world’s highest tariff barriers: 
where the dynamic Asian economics have 
average rates of tariff of .5 per cent or so, 
ours is nearly 25 per cent. We need to 
accelerate the programme of tariff reduc¬ 
tion and bring tariffs at par with the Asian 
level. The removal of non-tariff barriers 
is even more important, which means 
rapidly removing import controls on 
consumer goods and agricultural products 
and the elimination of reservation for the 
small-scale sector which is preventing India 
from making rapid strides in the export 
of labour-intensive products such as 
readymade garments, leather, toys, etc. 
Reservation means low levels of output 
which are unable to achieve quality of 
international standards. To capture the 
international market, quality and timely 
delivery arc of strategic importance. When 
III the fan If (?ommissinn, I had requested 
the National Council for Applied Eco¬ 
nomic Re.scarch (NCAER) to do a quan- 
lilal I ve study ofthe effects ol liberalisation, 
i e, effects of promoting external and 
internal competition. The results show that 
the returns on internal liberalisation arc far 
more important than those of external 
libcrali.salion. If non-t.anff barriers are 
reduced by 50 per cent, the gains would 
he 1.5 per cent gross domestic product. 
This 1.5 per cent will be accruing every 
year, implying larger employment oppor- 
(unilies. If privatisation of public sector 
monopolies which arc producing inter¬ 
mediate goods and services is included, 
the gains to the economy from internal 
liberalisation arc even more spectacular. 
The experience of the US for the last 20 
years, when the US liberalised power, 
natural gas, airlines, road transportation, 
railroad transportation, etc, .shows that the 
gains have been 10-15 per cent of sectoral 
GDP. The expencncc of other countries 
IS similar. The NCAER study indicated 
that the additional benefit to the economy 
can be as high as 3-4 per cent of the GDP. 
These are static efficiency gains. If dy¬ 
namic efficiency gains due to new invest¬ 
ments and new technologies are taken into 
account, the gains will be truly spectacu¬ 
lar. The.sc gains are essentially because of 
better incentives through the force of 


competition. In other words, this is due 
to the potential which is already there in 
the economy and would not require any 
new physical investment or any new 
capital. 

Reform of Factor Markets 

Finally, the next wave of reforms .should 
encompass factor markets. In the 1991 
reforms, the emphasis was on reform of 
product markets by abolishing industrial 
licensing and import barriers. These 
reforms left the factor markets such as for 
labour, land, capital, natural resources like 
water and imsiitutions relatively untouched. 

I am including 'institutions' as a factor of 
production. The term ’ institutions’ includes 
state and quasi-state institutions as well 
as the judiciary and civil society. Reform 
of labour markets is particularly impor¬ 
tant. The new post-industrial revolution 
requires flexibility in all operations. This 
means llexibility in labour markets is of 
phenomenal importance so that compa¬ 
nies can respond with speed to changing 
market conditions. Our present laws of 
bankruptcy and corporate control also 
require reforms so that the market for 
corporate control becomes competitive. 
Factor market icforms would also need to 
cover the financial markets. The reform 
of factor markets would also need to be 
accompanied by innovative measures for 
creating a social .safety net, such as the 
employment guarantee schemes of 
Maharashtra. In addition to such employ¬ 
ment-oriented schemes, perhaps the tine 
also has come lo eliminate product-based 
subsidies including food subsidies and 
replace it by a negative income tax to 
improve equity while controlling the 
adverse impact on clficiency. An interest¬ 
ing vanation on such policy instruments 
could be experimenting with food stamps 
and education vouchers for meeting the 
needs of the socially disadvantaged and 
weaker .sections of society. The.sc inno¬ 
vations recognise that government can be 
a financier but need not be a producer of 
such services The heart of these reforms 
is to promote competition in all economic 
activities and support the creation of human 
capital, particularly through enlargement 
of quality primary education facilities to 
all. Evidence across countries at different 
stages of development shows that educa¬ 
tion or human capital provides la.sting 
success in promoting equality in society 

In the first phase reforms essentially 
concentrated on reforms at the central 
government level. Now the.se have to be 
taken to the level of the states. Almost 40 
per cent of our revenue and Fiscal deficits 
is because of state finances. They .iced to 


be rectified. Similarly, a number of re¬ 
forms are required for improving the 
delivery sy.stem as all basic services such 
as education and health are after all de¬ 
livered at the slate level. Of course, a 
number of states have taken new initia¬ 
tives for improving the quality of services. 
There arc equally intcre.sting things hap¬ 
pening in the states of Madhya Pradesh, 
Rajasthan, Himachal Pradesh, Karnataka, 
etc. in the fields of education and health. 
People are accepting the ‘think-global but 
act local’ dictum and consequently there 
is growing competition amongst state gov¬ 
ernments lo give better and improved 
services lo industry, particularly the infor¬ 
mation technology industry which has the 
potential of transforming India at a very 
rapid rate. 

A final point regarding the launching of 
next wave ol reforms is that wc need to 
show greater vigour and a greater sense 
of urgency. The reason for emphasising 
urgency is the unique state of our demo¬ 
graphic transition. In the next couple of 
decades India will have the <mce-in-a- 
liletime ch.ince of having a |)opulalion 
stnicturc where the .share of the working 
population will be the largest. Afterthe.se 
decades, the process ol aging will catch 
up and the vigour of the working popu¬ 
lation will decline. When a statellitc is put 
into orbit, it requires high velocity lo ensure 
exit from the earth’s gravitational force; 
similarly, if our economy is to exit from 
the gravitational pull ol poverty, it re¬ 
quires an exit velocity of double-digit 
growth rale over the next two decades. 

This kind ol high grow th is feasible 'Die 
oihcr rnitacle economies achieved it pre¬ 
cisely when the share of the working 
populati.m was the highest, maintain¬ 
ing high savings and investment rates 
and also increasing labour supply and 
productivity. 

,\s we enter the new century, the 
economy stands at the crossroads. It tan 
take either the 'business as usual’ road 
which means continued poverty and the 
low-growth trap or the high road to pros¬ 
perity through accelerated relorms If we 
take this road, then there is no reason why 
India, by the year 2020. cannot achieve 
a per capita income of more than $ 1.000 
or more than ‘A lakh rupees and wipe out 
poverty and illiteracy and also increase 
life expectancy by 10 years or more. At 
present we are among the bottom 20 of 
all the countries m terms of the Human 
Development Index. In the year 2020 wc 
should be among the first 20. This is 
possible and it is entirely up to us to build 
the necc,ss.ary consensus for accelerated 
reform and implement it. 


Economic and Political Weekly August 14, 1999 


2.329 



TheTwo-PartySyndrome: Conservative versusLiberal? 

Raitiit Sau 


There is a palpable sigh of relief in some quarters under the impression that India is finally moving towards 
a virtual two-party system organised around certain conservative and liberal co-ordinates. But does India 
need that sort of a regime ? In thoughts as well as in actions, the reign of this particular liberal consensus 
for about half a century has exacerbated social fragmentation, religious intolerance, and economic 
underdevelopment. There is no sign of change for the better in this consensus. The conservative consensus 
differs little from its rival. It invokes Hindu epics, which, in fact, glorify civil wars that had divided the 
people. The epic age of Indian spiritualism is marked by great diversity of thoughts which cannot possibly 
be contained within any one culture And the other beliefs that emerged subsequently deserve no less respect. 
The conservative agenda is thus incoherent. Communalism and casteism are the two main threats today. 
The basic problem has two dimensions: inter-religion, and intra-religion. 

This paper .suggests a possibility of resolution, inspired by two universal truths, namely, human sanctity, 
and human rights; the former justifies the domain, while the latter enumerates the content. The first one 
is an ancient revelation in all religions; the .second one is of recent origin. The basic ideals of India include 
secularism and equality in the civil .society, full employment and growth in the economy, and democracy 
in polity. This paper tests the prevailing conservative and liberal consensus in the light of such standards. 
And, above all, it explores a possible path towards these ideals. 


The thinkers of India arc the inheritors of 
the great tradition of faith in reason. 

- S Radhakri.shnan (1929, vol 2:776) 

IS India heading towards a two-party 
system? “Will a Congress... rejuvenate 
itself, wondc's Anirudh Deshpande 
(1999:1242). “and roll back the tide of 
communalism represented by the National 
Democratic Alliance? Will the Congress 
emerge as the pivot of a liberal consensus 
in opposition to a conservative consensus 
revolving around the BJP(Bharatiya Janata 
Party) in a .stable appropriate (sic) two- 
party system in future '” The Economist 
(London: April 4, 1998) sounds similar: 
“India’s diversity could lead to a pennanent 
coalition politics. Perhaps two major 
groups will emerge but there will be big 
disparities within each and therefore 
'onstant compromise.” 

The two-party theon-. m some form or 
other, is doing rounds in India, no doubt. 
To take another example. Robin Archer 
(1999) cites certain similarities between 
India today am* the US ot a century and 
a half ago. In the mid-l9lh century, the 
Republican Party, he .says, came into 
exi.stencc in America as a rival to the then 
ruling DemiKratic Party. To Archer, the 
BJP rcsemhlcs the Republicans, and the 
Congress the Democrats. “Like the 
Republicans, the BJP is committed to a 
piogramme of cultural homogenisation 
through state enforcement of particular 
religious and moral values. Like the Demo¬ 
crats, the Congress is recommitting itself 
tothedelcnceol cultural diversity through 
the maintenance ol state neutrality of 


religious and personal morality” [Archer 
1999:891 ]. He suggests that consideration 
of these and other similarities “might help 
to clarify some of the possible consequen¬ 
ces of contemporary Indian devclop- 
ment.s". 

We agree with Archer that India and the 
US do share certain common features. 
Both have enomious ethnic, religious, and 
cultural diversity. II the US is a land of 
immigrants, so is India, albeit in a different 
time .scale: if they had come to America 
over four ccniuries, the immigrants had 
taken a longer period of as many millennia 
to arrivein India.' However, wealso reckon 
that a political system depends a great deal 
upon the prevailing economic and social 
Older. The difference between India and 
the US on this count is fairly obvious, at 
any period of time. It would lie surprising 
if India develops, in the near future, a 
political system comparable to the 
American model of any vintage. 

India today, it .seems to us, bears closer 
resemblance to Germany of mid-19th 
century. Marx (1843:133) described the 
then (jcrmany thus: “What a spectacle! 
The infinite division of society into the 
most di verse races coiifronting one another 
with their petL antipathies, bad conscience 
and crude mediocrity, and which, precisely 
because of their mutual ambiguous and 
suspicious disposition, are treated by their 
masters without distinction, though with 
differing formalities, as merely tolerated 
existences. And they are to recognise and 
acknowledge the veiy fact that they arc 
dominated, ruled and possessed as a 
concession from Heaven! On the other 


hand there are the masters, who.se greatness 
is in inverse proportion to their number!” 
Doesn’t this .sound familiar to India, where 
the society is divided by intricate lines of 
caste and religion, and antipathy is too 
mild a word to characterise the attitude 
among myriad petty communities? 

Thoughts direct actions and theory 
provides plans for action. But a theory is 
meaningless unless it meets the needs of 
the people. To be meaningful a theory 
mu -s draw its sustenance from actuality. 
In the wordsof Marx (1843:138): 'Theory 
will be realised in a people only insofar 
as it is realisation of their needs Will the 
enormous discrepancy between the 
demands of. .thought and the answers 
of...actuality be matched by a similar dis¬ 
crepancy between civil society and the 
state, and within civil society it.self? Will 
theoretical needs bi directly practical 
needs? It is not enough that thought strive 
to actualise it.self; actuality must itself 
strive toward thought.” To be sure, 
“Germany has not passed through the ... 
state of political emancipation at the same 
time as the modem nations [such as 
England and France)”, Marx continues. 
“The very stage it has surpassed in theory 
it has nut yet reached inpiactice” (empha.sis 
added). 

The contradiction that haunted Germany 
i n the mid-l9th century seems to be visiting 
upon India today: the gulf between thought 
or theory on one hand, and the actuality 
or practice on the other, is spectacular in 
India as well. In richness of thoughts India 
is well ahead of many a country for 
centuries, but in material conditions it 
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remains way behind. The hypothesis of 
two-party rule in India comes from the 
.same stable. To judge its cogency and 
relevance we can proceed in two ways. 

One way is to speculate on forthcoming 
elation results, presidential discretion, 
and formation of coalitions - all of which 
are notoriously unpredictable. Besides, 
who knows when this party will split, that 
one will fold up. and the third one will 
merge? And who can tell which one is 
conservative and which one is liberal? 
Above all. what precisely is the difference 
between the two largest parties, i f you look 
at their records? I^t us remember that the 
Congress Party has resolved: “Hinduism 
is India’s best guarantee of secularism” 
(Desai 1999.1561], while the leitmotif of 
the BJP is: “One nation, one pe<»ple. one 
culture” [Khilnani 1997:1511. 

There is another way for testing the 
hypothesis of two-party rule in India; it 
is laid on more .solid ground. It poses the 
problem in a framework of comparative 
terms: actuality vis-a-vis thought.s, practice 
vis-a-vis theory, civil scKiety* vi.s-a-vis 
the state, and all those, in turn, across 
political parties. Here we shall take this 
route, following Marx, as cited above. We 
shall proceed in three steps: first, scrutinise 
the records ol the two main parties. 
Congress and the BJP; then, define the 
task ahead; and finally, evaluate the two 
parties with reference to that benchmark. 

Liberal Consensus: Though is and 
Realiiy 

The synthesis of a conservative 
consensus at the national political level is 
u recent phenomenon, beginning around 
I99H when the BJP formed a coalition 
government at New Delhi. Belore that 
India so long has been governed by a 
liberal consensus, mo.stly forged by the 
Congress. However, it is always difficult 
lodcfinc liberalism, .oiore soin India which 
has a wide range of political partie;; of 
various hues. And to find an authentic 
documentation of liberalism, acceptable 
to everyone in this countiy, is nearly 
impossible. But we shall try. We shall take 
the Constitution of India as a canonical 
expression of liberalism in India. Tlie 
reasons for this choice are as follows. 

The constituent assembly had openly 
debated at length and in great depth. It kept 
111 view almost all written or unwritten 
constitutions of the world. It was imbibed 
with the spirit of democracy and secular¬ 
ism. Sixteen articles of the Constitution 
came into force on November 26, 1949, 
and the remaining provisions did so on 
J anuary26,1950. The constituent assembly 
was a representative body; and the 


Congress Party, itself an umbrella organis¬ 
ation of diverse interests, was the un¬ 
disputed leader of the country at that time. 
There could not be a better moment to 
shape and codify the liberal consensus. 
Thus the constitution is the best available 
source to reflect liberal thoughts prevailing 
in India. 

Wc shall consider three segments of the 
constitution, namely, the directive 
principles, the preamble, and the list of 
fundamental rights. The key point to 
observe is the individual’s right to social 
equality and dignity, for it is on this factor 
that the history of India will turn. As a 
reference we shall cite a contemporary 
document - the Universal Declaration of 
Human Right.s, adapted and proclaimed 
by the General Assembly of the United 
Nations on December 10, 1948, to which 
India is a signatory. We shall also cite 
.several thcorel ical propositions, especially 
with respect to the individual's right to 
equality. There are, to be sure, at least six 
concepts of equality. It will tran.spirc by 
this measure that the liberal thought of 
India has a blum d vision of democracy, 
its commitment to human rights is dubious, 
and its concept of the civil society is 
crippling. 

To begin with, “the directive principles 
of state policy" are, wc find, the least secure 
part of ihcConstitution, forthey are merely 
“directives", which “shall not be enforce¬ 
able by any court”. It is only desired that 
“it shall be the duty of the state to apply 
these principles in making laws”. A most 
generous pomonol ihe directive pnncipics 
reads as follows: "The .state shall, within 
the limits ol its economic capacity and 
development, make effective provision for 
securing the right to work, to education 
and to public .issistance in cases of un¬ 
employment, old age. sickness and disable¬ 
ment, and m other cases of undeserved 
want” (Part IV, Article 41).-’ Note that the 
state is calk'd upon merely to “apply these 
principles in making laws”. In a word, the 
Constitution abstains from the guarantee 
of individual's rights to work, toeducation, 
and to public assistance in need. 

By way ol comparison it may be 
mentioned that the Universal Declaration 
of Human Riglu.s, in its Articles 23( I) and 
25{ 1) proclaims: “Everyone has the right 
to work, to free choice of employment, to 
just and favourable conditions of work 
and to protection against unemployment. 
Everyone has the right to a standard of 
living adequate fo'* the health and well¬ 
being of himself and of his family, 
including food, clothing, housing and 
medical care and necessary social services, 
and the right to security in the <-\cnt of 


unemployment, sickness, disability, 
widowhood, old age or other lack of liveli¬ 
hood in circumstances beyond his 
control.’"* Evidently, the liberal thoughts 
of India fall far short of the standard set 
by the United Nations as early as 1948. 
There has not been much of an improve¬ 
ment in this respect since then. 

The preamble ol the Constitution of 
India echoes the slogan of the French 
Revolution, “Liberty, Equality, Fraternity”, 
and adds “Justice” to it, but all in an 
abridged form. It grants all citizens the 
“Equality of statusand opportunity”. Now, 
there are five other concepts of equality. 
To evaluate this particular version, we 
ask: Status in what ? Opportunity of what? 

The Constitution enunciates the indivi¬ 
dual’s fundamental right to equality 
essentially as follows: "equality before the 
law”, equal access to “shops, public re.staur- 
ants, hotels and places ol public entertain¬ 
ment”, wells, tanks, bathing ghats' and 
places of public resort maintained wholly 
or partly out of .state funds or dedicated 
to the use of general public, and “equality 
of opportunity...in matters relating to 
employment or appointment to any office 
under the .state”. Evidently, the content of 
this equality is merely legalistic while the 
laws themselves may be repugnant by 
humane criteria. The core of the i.ssuc is 
that the Constitution docs not accept a 
basic value, namely, the full equality of 
all human beings in society. To further 
compound this weakness it lists caste as 
a legitimate social category, and thereby 
makes caste a permanent feature of society 
for the duration of its own currency. But. 
wc all know, caste is a negation of social 
equality. jThc caste .sy.slem| does not 
admit th,it the individual has the right to 
determine his future and pursue his 
interests. ...The compulsory degradation 
ol a large part of mankind is revolting to 
the refined natures who have a sense of 
the dignity of man and respect for t;ie 
preciousness of human lift. The right of 
every human soul to enter into the full 
heritage of the race must be recognised. 
C-istc is a source ot discord and mischief, 
and if It persists in its present form, it will 
affect with weakness and falsehood the 
people that cling to it" (Radhakrishnan 
1940:378]. Yet, the C (institution envisages 
a nation that is divided essentially into 
three compartments: high-caste Hindus, 
low-caste and outcaste Hindus, and Muslim 
and other minoniics.*' It docs assure ‘the 
dignity of the individual”, but not the 
equality of the quantum of dignity for all. 
It has thus opened the door for casteist and 
communal politics to the detriment of 
national interest. 
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Again, for comparison we note that the 
Universal Declaration of Human Rights 
reckons full equality of all individuals at 
birth - equality in dignity and rights. Its 
Artical I reads: “All human beings are 
bom free and equal in dignity and rights. 
They are endowed with reason and 
conscience and should act towards one 
another in a spirit of brotherhood." 

Sen (197‘), 198.5.1999) takes the concept 
of equality one big step further by not 
confining it to the status of the individual 
at the time of birth alone. "Equality of 
What .'".he asks. After critically reviewing 
the literature on utilitarian equality, total 
utility equality, and Rawlsian equality,^ he 
presents an alternative formulation of 
equality known as the basic capability 
equality, where the set of capabilities is 
defined to rcllect the various combinations 
of functionings ('beings') the individual 
can achieve. Capability may well be seen. 
Sen explains, as a ''freedom” type notion; 
It is a state of being that an individual cun 
attain by choice. Radhakrishnun (1940: 
378) seems to concur with the idea of basic 
capability equality when he says: “The 
right of every human soul to enter into the 
full heritage of the [human] race niu.st he 
recognised." By all counts, then, the 
lundamental oght to equality that the 
Constitution giants is extremely narrow in 
.scope, and uneven to individuals. 

Now. as for the liberal thoughts on the 
economy, the celebrated five-year plans 
arc the best rcterences. The state assumed 
the role of a prime mover of economic 
development; it targeted full employment, 
poverty alleviation, universal education 
and health, .selt-sulficicncy in food, self- 
reliance in industry, and the like, all within 
a definite time frame. A stale that has been 
under foreign imperial rule for centuries, 
all on a sudden stirred it.self up to embrace 
an ambitiou.s agenda. On the eve of the 
departure of the British, on August 14, 
1947, Jawaharlal .N.iiru addressed the 
constituoiil assembly with thc.se words; 
“Long years ago we made a tryst with 
destiny, and now the time comes when we 
shall redeem the pledge." "The achieve¬ 
ment we celebrate today”, Nehm went on, 
"is but a step, an opening of opportunity, 
to the great triumphs and achievements 
that awaits us ”. He reminded the nation 
that the task ahead included "the ending 
of poverty and ignorance and di.sea.se and 
inequality ol opportunity” So much for 
liberal thoughts. 

Half acentury later, what is the actuality? 
“Even though the expansion of social 
opportuniiics was very much the central 
theme in the vismn that the leaders of the 
Indian indcpcndepce movement had 


presented to the country at the time the 
British left, rather little attempt has, in 
fact, been made to turn that vision into any 
kind of reality” [Dreze and Sen 1995: vi]. 
This finding is reconfirmed in studies of 
Indian development in regional perspec¬ 
tives. “One of the broad conclusions to 
emerge is the need for much more radical 
change in the Indian economy and society, 
in order to achieve the basic goals that 
were unambiguously outlined at the time 
of India’s independence, but which .still 
remains largely unaccomplished” [Sen 
1997a:4[. Such is the record of the liberal 
regime in India- in thought and in practice 
- over half a century since 1947. 

C()N.si.RVAiivi; Mantra: Forward to riir. 

Epic Past, Oni.y 

“Throughout the entire course of the 
history of Indian anti-colonialism", writes 
Bose( 1998:2096), “religion as faith within 
the limits of morality, if not the limits of 
reason, had rarely impeded the cause of 
national unity and may in fact have assisted 
its realisation at key moments ol struggle”. 
He continues: ‘The variegated symbols of 
religion as culture had enthused nationalists 
of many hues and colours but had seldom 
embittered relations between religious 
communities...”. Yet, Uxlay, half a century 
after the creation of India as a secular state, 
the two largest political parties arc beating 
the dmms of Hindu fanaticism, known as 
hindutva - one a softer version, the other 
a stronger brand - that divides the nation 
in two ways: among the Hindus, and across 
religions. Why is this downfall? What is 
there in the conservative consensus? 

A .society may be conceptually divided 
into three parts: economy, civil society, 
and polity, each with itsown law of motion, 
but subject to the necessity of an overall 
consistency. In the event of a .shock, from 
within Ol without, the three parts tend to 
adjust themselves to strike a new balance. 
Among them, the polity .seems fairly 
malleable, and the economy somewhat 
le.s.s flexible, while the civil society is 
relatively stiff. India presents one of the 
extreme cases where the civil society is 
quite rigid. It is in this nature of the civil 
society that one can trace the roots of 
Hindu fundamentalism. We shall note the 
changes in t..e polity, and the economy, 
and then consider their effects on the civil 
society, and vice versa. From suchchuming 
would spring up the genic of hindutva. 

The state is by far the biggest monopoly 
business m any country. It alone dispenses 
justice, dclence, and law and order. It 
regulates the economy, and levies tax. The 
state is the bigge.st employer, and the largest 
collector of revenue. As the British 


departed the mammoth state ^paratus of 
India with all its monopoly businesses - 
legislative, executive, and judiciary - fell, 
as usual, on the lap of a tiny fraction of 
the population. This small group of 
fortunate people soon turned itself into a 
virtual clan, and expanded fast, sustained 
by Adam Smith's (1776) principle of 
division of labour,^ and nourished by its 
clo.se proximity to the bountiful treasury 
of the .state. After all, politics is no mean 
business. General admini.stration, econo¬ 
mic regulation, election, and the like, 
involve a good deal of expertise and special¬ 
isation, and the returns here are fairly 
attractive, compared to tho.se in any 
business in the economy. The civil society 
received its first shock by the arrival of 
this political clan, but had little difficulty 
in recognising the faces of its members, 
for they belong mostly to i he upper echelon 
of society. A bigger surprise was in store. 

Meanwhile, atwofold process was under 
way. One, the spread of capitalism in 
agriculture and the aflirmative public 
actions in land relations, education, and 
employment have led to the formation and 
consolidation of castc-ba.scd communities. 
Two, challenged by established power- 
centres, these factions are getting active 
at political levels.* In a word, heie is 
double movement; first, forming divisive 
casteist communities, and then hurtling 
them into political alliances for votes with 
a view to confront the ancien regime of 
the privileged [Alam 1999; Sau I999[. 
Members of these brigades have come 
from the dark shadows of long deprivation; 
their faces are not very familiar to the 
traditional civil society of India. This silent 
uprising, as it were, was farmore unnerving 
to the status quo than the above-mentioned 
political clan. 

Events of the polity reveberated in the 
economy as well. Initially, five-year plans, 
public investment, and a comprehensive 
drive for modernisation imparted certain 
dynamism to the stagnant economy. Soon, 
the market came to re-establish its usual 
supremacy. Amidst ups and downs 
emerged a class of nouveau riche; a new 
pattern of hierarchy took shape among 
various economic groups. The traditional 
parity between the economy, civil .society, 
and polity was disrupted. The economy 
and the polity are quick to come to terms 
with each other by give-and-take; or to 
look at it another way. the polity is the 
concentrated expression of the economy, 
or vice versa. But the civil .society is a 
different matter; here religion holds sway, 
and the order is pre-ordained by the 
revealed divine will. Here is. then, an 
instance where two irresistible forces - 
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economy and polity - are acting upon an 
apparently unmovable object - the civil 
society. 

According to the scriptures, the Hindu 
society is ordered in four ‘vamas’; this 
number is fixed for ever. ‘The fourfold 
classification is conceived in the interest 
of world progress. It is not intended 
specially for the Hindus, but applies to the 
whole human race, which has one destiny 
which it .seeks and increasingly attains 
through the countless millenniums of 
history. The true object of all human action 
is ‘lokasamgraha’ or the holding together 
of the human race in its evolution. In 
pursuance of such a view, Hindu leaders 
accepted primitive societies and foreign 
settlers such as the Greeks and Scythians 
into the Hindu fold and recognis^ their 
priestly families as brahmins and their 
fighting men as kshatriyas” [Radha- 
krishnan 1940:356-57]. It is not mentioned 
what happened to the other Greeks and 
Scythians who were neither priests nor 
.soldiers, but ordinary folks. 

Over time the range of vama itself has 
shrunk. Following the Islamic conquest 
and the British occupation of India, “the 
category of kshatriya inevitably became 
emptied of some of its meaning. Where 
large sections of the population became 
convened to Islam, as in the Punjab and 
Bengal, it became difficult to fit those 
people into the .scheme of four vamas... 
People recogni.sed the gaps and inconsis¬ 
tencies" [Beteille 1996:21]. With the 
fading away of vama, caste became the 
mam frame of reference and ranking. But, 
now, the arrival of the political clan, 
consisting of a mixed bag of upper ca.ste 
Hindus with a sprinkle of other com¬ 
munities. added to the confusion. And 
(hen the silent uprising of the lower castes 
with political and economic clout shook 
up the old regime in civil society to its 
foundation. Forhigh i a.stcHindus it meant 
a double loss. First, in Hinduism the temple 
was traditionally separate from the state. 
But no more. The state began to encroach 
in its territory. Second, there was also a 
cut-back in material terms as the number 
of claimants on the faltering economy was 
raised. In order to restore their glory and 
earthly possessions a small section of high- 
caste Hindus'looked back into the past and 
invoked the epic age of Ramayana and 
Mahabharata (600BC-200AD) - the age 
of freshly established villages, private 
property, and a rigorous caste system, an 
era far mote dogmatic than the preceding 
vcdic period (1500BC-600BC). This is the 
genesis of Hindu fundamentalism today. 
It has been further aggravated by external 
factcH-s which wilibctakenupina moment. 


Muslims are the second largest religious 
group in India. In fact, India is the home 
of the second largest Muslim population 
in the world, behind Indonesia, but ahead 
of even Pakistan today. Among all the 
religions Islam has the distinction of 
possessing a unique written scripture where 
“the divine message, literally, is available 
to mankind in writing”. “It is also important 
in a religion which holds that the divine 
truth is not only a matter of doctrine about 
the nature of the world, but also, and 
perhaps primarily, amatterofquitedetaiied 
law concerning the conduct of life and 
socicty...Thc result is a legal blueprint of 
social order, which stands above the mere 
power and political authority. This 
transcendent law, when not actually found 
in the original and severely finite and 
circumscribed message, is to be found in 
the written elaborations of competent 
scholars, plus traditions putatively 
originating in the Messanger and the 
precepts and example left by Him and His 
Companions. They, in principle, constitute 
the normative model" JGellner 1994:17]. 

Formally, Islam has no clergy, no priest. 
It docs not .separate religion from society, 
any more than it formally delinks religion 
from state. It does not possess, as some 
other civilisations arc said to possess, an 
exemplary centre holding up the ideal to 
man, whether tn a political or religious 
court. If anyone in practice perfonns such 
a role within Islam, it is the scholars, the 
thcologicians-jurist, the ‘ulema’. But they 
do not constitute a sacramentally 
segregated caste or stratum: they can only 
claim scholarship, familiarity with the 
scri plural ly recorded .social/lcgal ideal, and 
hence ability and will to practise and 
implement it. and no more. The political 
authority i.« only charged with enforcing 
divine law, rather than specifically or 
paradigmatically exemplifying it, let aUme 
creating it. The polity must obey it, as must 
others, but none of them inherently 
constitutes either its source or its norm. 

The Islamic normative model is con¬ 
tained in a recorded message and inf erences 
from it, and not in any political authoniy 
as such. The availability of all this 
important, indeed crucial, information-in- 
writing inevitably enhances the social 
importance of the men who can read, the 
men of learning, the .scholars. Long before 
the formulation of the modem ideals of 
separation of powers and an entrenched 
constitution. Islam in effect possessed a 
religious version of both: legislation was 
distinct from the executive because it has 
been pre-empted by the deity, and religion 
itself was above all the constitutional law 
of society. 


There is a perceptible distinction - 
though not very sharp break in principle 
- between the scholastic practice of Islam 
which is found in affluent urban areas, and 
the relatively mystic observance of Islam 
commonly by urban poor and rural people. 
Scholars, often of urban background and 
rooted in the trading bourgeoisie of the 
towns, project a version ol the faith which 
is scripturalist, rule-oriented, puritanical, 
literal, sober, egalitarian, anti-estatic. 
Perhaps such a religious .style comes 
naturally to men of scholarly temperament, 
and perhaps it also corresponds to the 
values and lifestyle of the commercial 
urban class from which they sprang. 

The natural inclinationsornecdsot quite 
extensiveothersegmentsof the population, 
particularly mral and urban poor, are 
somewhat distinct from those of their 
affluent brethren in towns and cities. They 
have little inclination or ability impelling 
them to devote their spare time to theo¬ 
logical or jurisprudential learning. On the 
other hand, however, they do need ritual 
specialists to maintain and service periodic 
rituals, which fortify and define their 
identity and maintain stabi lity and security. 
Soanses the most characteristic institution 
ofniral Islam-.'he saint cult. These Islamic 
saints are not dead icons unlike in the 
Catholic shore of the Mediterranean, but 
they are living, and performing service 
here and now, in person, rather than being 
revered for past sanctity. In folk Islam, 
saints are alive and well. “II priests ...do 
not exist, then they must be invented. And 
.so they are" fGcIlncr 1994 18]. 

It is in terms of this old polanty and 
amiable symbiosis between the two 
practices of Islam, namely, urban and rural. 

1 c, schola.stic and mystic. 'hat the persisting 
vigour of Islam is not merely best described, 
but also best explained. The mystic form 
ol Islam prevails among the ruial people 
and the urban poor. As political ccntral- 
i.s.ation. population explosion, urban¬ 
isation. and economic strain combine to 
violate the tranquillity of traditional life 
in villages and in urban slums the victims 
yearn for a change in their conceptual 
paradigm. They do not have to look back 
to some distant past of their own. or veer 
outside to embrace some foreign notion 
of ‘westernisation’. They do have, in front 
of their eyes, a ‘modern’ version of their 
own religion in the form of urban, 
scholastic Islam, to which they now aspire.. 
This process of conceptual transition has 
acquired the label ol Islamic funda¬ 
mentalism 

If the Islamic resurgence is a plebeian 
phenomenon, by this measure, the recent 
Hindu revival is an episode of the elites. 


Fconomic and Political Weekly August 14, 1999 


2333 



Its lineage goes back seven decades. The 
Bharatiya Janata Party (BJP) traces its 
origin to 1925, when the Rashtriya 
Swayainscvak Sangh (RSS) began self- 
defence force to protect Hindus in riots. 
The RSS’.s founder. Keshav Hedgewar, 
bclicv’ed Hindus had been conquered 
repeatedly because they were weakened 
by iniemal dissension. Ile sought a modem, 
united Hindu society free of caste and 
regional divides. But the project was self- 
contradictory from the beginning. For 
'casielcss Hinduism' is but a trifle 
oxymoron in common perception. Vinayak 
Damodar Savarkai. meanwhile, in 1923, 
had published his book. Hindutva: Who 
Is a Hindu! The theory of hmdulva aims 
at reconstructing and mobilising the Hindus 
through a complex process of exciusionist 
and majoriiarian idcniificulion, ba.scd on 
the feeling ol m.security Irom, and hatred 
against, the carefully constructed evil and 
menacing 'other', who arc none but a 
particular segment of the Indian society. 
However, if Ihe criterion ol pitrihhumi 
(fatherland) and punyabhumi (holyland) 
for hindutva is strictly applied, then most 
of us have to be repatriated to central Asia, 
Africa or Mesopotamia. All the same, soon 
Savarkar came to be the supreme theo¬ 
retician of the R.S.S; and, no wonder, his 
idea had to remain donnant for a long 
while. 

Frustrated, the RSS felt the need for a 
political platform, so it helped create the 
parly of Jan Sangh in the early 1950s; but 
even then hardly much popular attention 
came by its way. In 1977 election, the Jan 
Sangh and other opposition parties merged 
to form the Janata Party that routed Ihe 
ruling Congress. The Janata Party split in 
two years. Regrouping, old Jan Sangh 
members lormcd the Bhaiatiya Janata 
Party, .seeking new support by proclaiming 
‘Gandhian .socialism’. That campaign 
yielded only two parliamentary scats in the 
general election of •984. The BJP’s first 
bid to gevom at Delhi, in 1996, collapsed 
after just 13 days. The second one, in 
1998, ha.s been more successful. 

Polls show 'hat the BJP nowadays fares 
best among the young, urbanised and highly 
educated, who evidently have high 
correlation with high castes. Two facts, 
tiegati vein nature. have propel led the party 
into power - stagnation of the economy, 
and di.sruption of the civil society. The 
BJP has made inroads into the civil society 
tirsi. and then advanced to capture the 
polity Its predecessor Congress had 
folUiwcd the opposite .sequence. 

The BJP's mantra is; “one nation, one 
people, one culiuie". One nation, yes; one 
people, yes. Bui. one culture? Which 


culture? Who tells it? Let alone the 
differences among religions of the country, 
there are wide gulfs between even the 
brahmanical .systems of Hinduism itself, 
which are quite a few in number: the 
Nyaya, the Vaiscsika, the Samkhya. the 
Yoga, the Purva Mimamsa, the Advaita 
Vedanta, the Saiva, the Sakta, and so on, 
each with its distinct cultural connotation. 
The BJP worships the deity Rama of the 
epic period. It is well known that the two 
epics of India glorify civil war - Ihe 
Ramayana arrays the Aryans against the 
Dravidians, and the Mahabharata .sets one 
Aryan tribe against another. For a long 
time the Ramayana has been at the centre 
of a divisive controversy in Tamil Nadu 
politics IPinto 1999]. 

The epic period of Hindu philosophy 
“was an age keenly alive to intellectual 
intere.st, a period of immense philosophical 
activity and many-sided development. We 
cannot adequately de.scribe the complex 
inspiration of the times. The people were 
labouring with the contradictions felt in 
the thing.s without and the mind within. 
It was an age full of strange anomalies and 
contrasts. ...It was the era of Carvaks as 
well as of the Buddhists” [Radhakrishnan 
1929, vol 1:272]. Whom in India today 
the BJP will appoint to tell us whether to 
follow the materialism of Lokayata or Ihe 
.Saivism of the Svetaswatara, or whatever 
there is in between or beyond?'** On 
hinduism has no one written book that lays 
down in details the mode of living. The 
concept of one culture among even Ihc 
Hindus alone is a violation of .some basic 
tenetsof Hindu philosophy itself, let alone 
one culture for all Indians of dillcrcnl 
faiths. 

One more word on Hinduism The 
earliest reference to the four varnas is in 
the Rig-Veda, where they are described 
as having sprung from the body of the 
creative spirit, from his head, arms, thigh, 
and feet. 'I'his poetical image is intended 
to convey the organic character of society. 
Man is not only himself, but is in solidarity 
with all of his kind. Between the individual 
and the totality of mankind arc set up small 
groups as supporting elements, though 
'hey often turn out obstacles to larger unity 
ol mankind. However, as mentioned 
earlier, the 1 <ur varnas have gradually Inst 
their signific.'mcc, while caste is getting 
stionger. “The chief features of caste arc: 
(i) Heredity. One cannot change,one’s 
caste, (ii) Endogamy. Every member of a 
caste must marry a member of the same 
caste and may not marry outside it. 

(Iii) Commensal rc.striclion. Regulations 
are impo.sed regarding the acceptance ol 
food and drink from members of other 


castes” [Radhakrishnan 1940:371], Now 
consider the following. The Universal 
Declaration of Human Rights, Article 16, 
says: “Men and women of full age, without 
limitation due to race, nationality or 
religion, have the right to marry and found 
a family. They are entitled to equal rights 
as to marriage, during marriage and at its 
dissolution. ...The family is the natural 
and fundamental group unit of .society and 
is entitled to protection by society and the 
slate.” Clearly, the caste system, by 
restricting marriage and family forma¬ 
tion," disregards the charter of human 
rights authenticated by the United Nations, 
of which India is a member country. 

In a word, the past record of the BJP 
docs not inspire much confidence. 
However, before we come to a conclusion 
about the merit of the Congre.ss-BJP bi¬ 
polar politics, let us ascertain the task that 
lies ahead, and sketch a feasible mode of 
accomplishing it. 

BhVONO CoNSr.RVATISM AND LIBERALISM; 

Univirsai Truths 

Today, what is the enemy number one? 
An almost unanimous view is that it is 
communalism - conflicts among religious 
communities. The long history of India 
has seen three main approaches to forge 
religious harmony, which may he called 
respectively: royal tolerance of tiiversity, 
unity-in-god, and religious eclectici.sm. 
Emperor Ashoka, and emperor Akbar arc 
the two historic followers of the first path; 
M ibatma Gandhi is a mo.si distinguished 
modern prcacherof the second; and again, 
emperor Akbar. the composer oiDin llahi, 
stands out as a great humanist of ail ag<'s 
who had tried also the third pal h. Evidently, 
the results have not been durable 

India has a rich tradition of religious 
tolerance. It has not only Ihc largest 
religious literature in the world, but also 
the largest volume ol atheist and 
materialistic writings among the ancient 
Cl vilisations. The literature displays a wide 
variety of views on freedom, tolerance, 
and equality. In many ways the most 
interesting articulation of the need for 
tolerance on an egalitarian basis can he 
found in the regime of emperor Ashoka 
during the third century BC. Ashoka 
commanded a larger Indian empire than 
any other king in India (including the 
Mughals and even the British Raj, keeping 
out the native .states). He covered the 
country with stone inscriptions describing 
forms of good life and the nature of good 
government. The inscriptions give special 
importance to tolerance of diversity. The 
edict at Erragudi, for example, reads, in 
part: “[H]e who does reverence to his own 
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sect while disparaging the sects of others 
wholly from attachment to his own, with 
intent to enhance the splendour of his own 
sect, in reality by such conduct inflicts the 
severest injury on his own sect” [cited in 
Sen 1997b;36]. 

Among the powerful expositors and 
practitioners of tolerance of diversity in 
India the great Mughal emperor Akhar, 
who reigned between 1536 and 160S, is 
the most illustrious. A Muslim emperor, 
Akbar sincerely appreciated Hindu 
philosophy and culture, and he also took 
much interest in the belief and practices 
of other religions, including Christianity, 
Jainism and the Parsee faith. Akbar'seourt 
was filled with Hindu and Muslim 
intellectuals, artists, and musicians. He 
tried in every way to be non-sectarian and 
fair in the treatment of his subjects. And. 
above all, he attempted to e.stablish 
somethingof a synthetic religion for India, 
the Din Ilahi, drawing upon different faiths 
prevailing in the country. He tried to 
‘combine' the distinct religions of India, 
incorporating the ‘good points’ of different 
religions.*^ 

Gandhiji's path of religious tolerance 
was paved with the sermon of unity-in¬ 
god - all religions worship one god; thus 
we are all brothers and sisters. But he 
would .strongly defend the right to privacy 
in siich matters as food, marriage, and 
social intercourse. Once he refused to sit 
down with a Muslim friend for dinner on 
the argument that eating is an entirely 
private and personal matter. He dis¬ 
approved of marriage between Hindus and 
Muslims as incest [Bose 1998:2094], 

Such attempts at inter-religions harmony, 
not surprisingly, had little lasting impact. 
For, it seems to us, they do not fulfil two 
basic requirements, namely, recognition, 
and identification. First, recognition. 
Almost all religions suffer from 
xenophobia; ha''dly any religion has clear 
rules or criteria to recognise another faith 
as legitimate and re.spectabte. Each religion 
has its own exclusive view of' the world 
and society. Even shared faith in the 
doctrine of one common god would not 
help much so long as controversy remains 
about the .specifics of divine revelation.^ 
.Second, identification. Even society has 
hierarchy of one kind or another. Hinduism 
has four vamas and innumerable castes, 
all ordered in rank. More or less similar 
divisions can be found in other religious 
groups as well. Even Gandhiji believed in 
vamas, and also in castes, albeit to a lesser 
degree. Other religions do have somewhat 
similar classifications. But there is hardly 
any inter-religion correspondence in 
hierarchies. As a result, one cannot 


confidently evaluate the social position of 
a person of another religion. Such non- 
correspondence can quickly lead to deep 
suspicion, rivaliy and hostility, specially 
at times of .social and political stre.ss and 
strain, even though they might have lived 
in the same village for ages. 

If communalism is a primary threat to 
India’s solidarity, so is casteism, which is 
ubiqui tous throughout the country. ‘ ^ Thu s 
the problem is twofold - divisions arc 
located at two levels, namely, inter-religion, 
and intra-rcligion. It can be resolved with 
two principles; as we shall sec below, one 
justifies the universality of domain, while 
the other enumerates the codeof behaviour. 
I^l us illustrate it in concrete terms with 
reference to two religions, namely, 
Hinduism and Islam. 

The Constitution of India grants freedom 
of religion to all; so does the Universal 
Declaration of Human Rights by the United 
Nations. At the level of polity, therefore, 
all religions arc deemed equal. But what 
about the civil society? The Hindu 
philosophy contains diverse views about 
the world; it has .several systemsof thought 
about life, society, and the universe. "In 
[ancient] India, religion is hardly a dogma, 
but a working hypothesis of human 
conduct, adapted to different stages of 
spiritual development and different 
conditions of life. Whenever it tended to 
crystallise itself in a fixed creed, there 
were set up spiritual revivals and philo¬ 
sophic reactions which threw beliefs into 
the crucible of criticism, vindicated the 
true and combated the false. Again and 
agai n,... when 1 1 adi t ional ly accepted belie fs 
became inadequate, nay false, on account 
of changed times, and the age grows out 
of patience with them, the insight of a new 
teacher supervenes, stirring the depths of 
spiritual life.... It is the intimate relation 
between the truth of philosophy and the 
daily life of people that mt^es religion 
always alive and real” [Radhakri.shnan 
1929, vol 1:2t>|. Appearance of an avatar, 
a prophet, is thus an integral pan of Hindu 
belief. 

Islam has a unique written statement of 
revelation that details the codes of social 
life. Although it was meant to be clearly 
understood by all, evidently, there have 
been occasions of varying interpretations 
[Engineer 1999b]. Islamic practice has 
established traditions for recognition of 
other faiths. The prophet himself, while 
concluding a treaty with the Parsis of 
Bahrain and Oman, accepted them as ‘ahl 
al-kitab’ (the peopleofthcBookj.although 
they have not been mentioned in the Qur 'an 
as such. Similarly, the third caliph, Uthman 
ibn Affan. accepted the Berber tribes of 


northern Africa as ‘people of the Book', 
although it is doubtful whether they 
posses.sed any book at all. “If the Berbers 
of northern Africa, whom Ibn Khaldun 
(1332-1383)dcscribcs as barbarians ...most 
uncivilised people, could be accepted as 
‘ahl al-kitab’, why not Hindus, inheritors 
as they arc ofa high civilisation and culture, 
possessing a tradition of sophi.sticated 
philosophy, metaphysical theories and 
physical sciences.’”, asks Engineer 
(I999a:397). Indeed, Sufi saints such as 
Abdur Rahim Jan-i-Janan (1699-1781) 
have concluded that god had sent prophets 
among the Hindustrx), and likened Brahma 
to Adam and accepted the vedas as revealed 
books. The Sufis found many parallels to 
the spiritual endeavour in Islam in the 
spiritual practice ot Hindu yogis. The Sufi 
concept of ‘fan fi Ilah’ seems to have been 
derived from the Buddhist notion of 
nirvana which predates it. Some Sufis of 
Gujarat even project the prophet as an 
‘avatar’ of Krishna. There is, thus, a solid 
common ground for the Hindus and 
Muslims to embrace each other and 
recogni.se as brethren. This is about the 
issue of inter-religion recognition. 

The other problem is to identify 
individuals in a .social context. The Hindu 
society seems to be subject to inviolable 
hierarchy Three percepts ol Hinduism, if 
narrowly interpreted and combined, do. 
indeed, rot the individual of all freedom; 
but that would be wrong. Those arc the 
doctrines of respectively, karma, rebirth, 
and ca.ste as retribution. According to the 
law of ‘karma’, there is nothing uncertain 
or capricious in the moral world, we reap 
what wc sow. The principle of rebirth 
states that those who possess right 
knowledge and perform their duties are 
born again after death for immediate 
immortality, while those who do not have 
such knowledge and neglect their duties 
are reborn again and again on this earth, 
becoming the prey of death And, by the 
law of caste as retribution, “the nature of 
birth depends on the conduct ol man. 
Those whose conduct has been good will 
quickly attain some good birth, the birth 
oi a brahmin, a kshatriya. or a vaisya. But 
those whose conduct is evil will quickly 
attain an evil birth, the birth of a hog, or 
dog, or achandala | scavenger] .’’This model 
of eternal cycle of birth and death for the 
imperfect man is a construction of the 
later-day Upanishads; there is nothing of 
this .sort m the vedas. The vedas mention 
neither caste, nor rebirth on this earth, let 
alone the status at birth as a retribution 
or prize for the deeds in the previous life. 
The vamas of the vedas are functional 
classifications for specialisation of works. 
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not hereditary tags to be attached to 
individuals at birth. 

Having outlined the basic problem that 
India laces now, we proceed to find a 
.solution, in principle. At the end we shall 
ask; can the Congress or the BJP or the 
two together do it? There arc two widely 
accepted universal truths-human .sanctity 
and tiunian rights - that can provide ground 
for equality and dignity of all human beings 
in a fundamental sense. By ordinary 
perception I Iinduism appears as extremely 
hierarchical, hut, at another level, in 
es.sence, it holds man in the highest esteem. 
According to vedic hymns, one reality 
(ekam .sat) realises it.self in all variety of 
existence, including, of course, human 
beings. The Upanishads ctuifirm the same 
truth with philo.sophical analy.sis of the 
nature ol the self or soul which they call 
atman. What is the nature of the self of 
man, his central being ’ Brahman is the 
ultimate reality, the absolute. And the 
Upanishads establish the identity ot 
brahman and atman [ Radhakrishnan 1929, 
vol I 151-73]. All religions, including 
Hinduism, thus value man as the highe.st 
creation in the universe. This principle 
underscore'; the universal dignity of man, 
regardless ot race, ethnicity, colour, gender, 
or religion. Besides, a religion such as 
Islam or Cli.'^i.stianity that endorses 
proselylisation assumes akemcl of divinity 
in every human being. By this doctrine of 
universal sanctity, then, all human beings 
have equal measuie of dignity as 
individuals in .society 

The other universal truth, wecite, relates 
to human rights. 'The notion ot human 
rights builds on the idea ol shared 
humanity These rights arc not derived 
from citi/enstnp of any country, or 
membership of any nation, but taken as 
entitlemeni.s of every human being. The 
concept of u.uversal human rights is. in 
'his scn.se. a u/iirnig idea” |Sen 1998:40, 
emphasis inthcongin.i!]. In broad general 
.sense ot cntitlementsol every human being 
it is really a relatively new idea, not to be 
mucli found cither in the ancient west or 
in ancient civdisations elsewhere The 
Universal Declaration ot Human Rights, 
1948, has codified .some ol -t. .Seen in this 
light a human being, regardless of religion, 
has a uniform quantum of fundanicntal 
rights. 

These two universal properties of man 
have to be understood and respected by 
evo.ivonc The most effective means ol 
realising and disseminating the.se truths is 
topla^oouisclves vis-a-vis nature. “Nature 
[according to Upanishadasj is the object 
of a subject, quite rational and thoroughly 
intelligible, capable of cont''ol and worthy 
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of love. It existsfor man ” [Radhakrishnan 
1929, vol 1:170, empha.si$ added]. 
Production of goods and services to 
satisfy our matenal needs is essentially a 
direct interaction with nature. It requires 
the exerci.se of reason and rationality to 
‘control’ nature. From our understanding 
of nature, thus acquired, flows the codes 
of morality that guide our social life.*'* 
Participation in production process, 
therefore, has an instrumental value, for 
it makes us understand nature, and feel the 
unity of mankind. To put it in more 
mundane terms, a growing economy with 
full employment is an excellent school for 
practical learning of the value of humanity. 

Conclusion 

Given the country’s history, tradition, 
religion, and philosophy, it is evident that 
the key problem of India today is, in 
principle, amenable to solution if appro¬ 
priate national commitment is made. But 
neither of the two major parties. Congress 
and the BJP, is capable of rising to the 
occasion to confront the interrelated evils 
of communalism and casteism. Both the 
parties are drilling together in a groove 
of obsolete ideas; they can at best tinker 
at the margin. Under the circumstances, 
a virtual two-party system with the Con¬ 
gress and the BJP at the forefront will only 
worsen the situation. The liberal consensus 
has spawned the conservative consensus. 
Can It ‘roll back’ its own alter ego? 

Notes 

1 The DraMdians had come to India, from 
Mcsuputuniia, al a much earlier date than the 
Aryans, and had 'heir civilisulion well 
esiahlistied in India before the coming of the 
Aryans |Braudel 1953 213, Pinto 1999. 
Kadhakrl^hnan !929. vol l;75nl. Thus 
reckoned, large-scale immigration into Indi.i 
had begun at a far more distant time than four 
millennia ago 

2 The idea of civil society emerged in Europe 
in ihc 18th century as philosophers and 
historians sought to come to terms with the 
eopitalisl modemily emerging all around ihein. 
The Scottish philosophers - Adam Ferguson, 
Adam Smith, and David Hume - called the 
new social lormalion a ‘civil society’ to 
distinguish It li.im the ‘savage and barbarous' 
Iribal societies found in the New World. Gellnei 
(1994 5) Miggesis “the simplest, immediate 
and intuilivi-ly obvious definition" of civil 
society a) "inc set of diverse non-govemment 
institutions whicn is strong enough to 
eoiinlerbalnncc the state and while not 
pir- enling the slate from fulfilling its role of 
keeper of the la-ace and arbitrator between 
major inicresis. can nevertheless prevent it 
from dt'iiiinating and atomising the rest of the 
society.” He emphasises the negative aspect 
of civil society, possibly he has in mind the 
situation that obtained in the former .Soviet 
Union and eastern Europe under communism 


For a different perspective sec Eisensteidt and 
Schlucler (1998) and Habermas (t989). 

Some aulhors in India consider the civil 
.society as an alternative, and in opposition to, 
the state that has failed {Chandokc 1998. 
Gupta 1997, Kothan 1998a, 1998b. Mahajan 
1999, Mohanty 1998]. 

3 All references to the Constitution of India ore 
to It as amended to October S, 1963. 

4 Of course, the constitution of a country and 
a declaration of a charter of human rights by 
the United Nations do not have the same legal 
or political connotation. Moreover, the very 
concept of universal human rights has been 
challenged in some quarters. A number of 
governmental spokesmen from Asia at the 
VicnnaConferencc on Human Rights in 1993 
claimed distinctiveness of ‘Asian Values' 
which allegedly have precedence over human 
nghts as commonly understixid in the west 
For a forceful entique of the position of those 
spokesmen, see .Sen (19%. 1997b. 1998). 

5 The Constitution cites a category called 
‘scheduledcastes’ It follows imniediatcly that 
ilicrc are other castes that are outside that 
schedule Hence, here are two groups of castes 
Fonnally, only Hindus have castes .So, in the 
mind of the Constitution, there must be a third 
gniup consisting of non-Hmdus Tlic .society 
IS thus formally divided into at Ica.sl tlirec 
parts. 

6 First, utilitarian equality is the equality that 
can bu derived from the utilitarian concept of 
goodness applied to problems of distnbution 
In the simplest case of t)ic 'pure distribution 
problem’, for example, it requires the equality 
of marginal utility ot everyone According to 
one interprelalion, this equality of marginal 
utility embodies equal Ueatiiient of everyone’s 
inlercsis Second, Ihc total ulilily equality 
shills die atlenlion from ihc equality of 
marginal utility of everyone to that of total 
.'.lility fhis is less counicr-faclual than the 
earlier one Third, Rawls’s 'two principles of 
justice' chiUiiclcrise the need for equality in 
terms ot ’’primary social goods” - the “things 
that every lational man is presumed to want" 
The other three concepts of equality c.rn t>e 
found re.s] cclivcly, in Ihc Consliiutinn of 
India, die Universal Declaration of Human 
Rights, and Sen (1979, 1999) 

7 1'here are two kinds of division of labour One 
relates to the dela'Ied classification and 
separation of tasks which is practised within 
a Tirm. The other one is called a social division 
of labour that separates firms fnimone another 
by theirspecialisation of products. The pohtical 
clan owesits origin to the latter typeof situation. 

8 Thecompositionoftheelectorate has changed 
in tavour of the so-called vulnerable section 
of the population between 1971 and 1996 
The participation rate, given the total electorate 
of a group, is gelling higher for the poor, non- 
lilerales. dalits, OBC's, rural people, Muslim 
sections, among the voters. .See Alam (1999) 

9 Huntington! 19%- IO‘J-20)rcgardsthcongoing 
changes in the Islamic world as significant as 
the Amcncan Revolution. French Revolution, 
or Russian Revolution So he uses the term 
‘Islamic Resurgence’ to describe the pheno¬ 
menon He assigns great importance to a 
demographic feature, namely, the preportion 
of youth (those between 15 and 24 years of 
age) in total population. The urge for social 
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change accelerates, he says, when this ratio 
approaches or exceeds the critical mark of 20 
percent. Besides, he considers the resurgence 
as a reaction to what he calls westernisation 

10 "The Hindu culture is a product of ages of 
change wrought by hundreds of generations, 
of which some arc long, stale and sad. and 
others shon. quick and joyous, where each has 
added something of quality to the great rich 
tradition which is yet alive, though it bears 
with It the marks of the dead past" 
IRadhaknshnan 1929. vol l:47J Who will 
identify and cleanse out “the marks of the 
dead pasl"‘> 

11 Endogamy is said to he detrimental to the 
vitality and rigour of the species Sec, Darwin 
(18.‘i9-95) 

12 He.n; is an mieresling episode about a great 
grandson of Akbar, Dara .Shikoh Dara. the 
eldest and favourite son of emperor Shah 
iahan. was deeply involved with Hindu 
philosopliy and. with the help of some scholars, 
he prepared a Persian iranslatinn of some of 
the Upanishads About a cenliiry later, the 
British governor-general Warren Hastings, in 
serviceof the Raj. appointed one N H Hallhead 
to compile a code of Hindu laws Hallhead. 
this task at hand, came to Benaras tKasi) in 
seaich of the .Sanskrit literature on Hindu 
laws, and in the process, he came across 
an anthology of the ordinances of M.'iiiu. in 
IVisian language, a work of none other than 
Dara Shikoh It was on the basis of Dam's 
version of Manu. in Persian language, that 
Hallhead prepared in English a code of Hindu 
laws lor the Riitish empire I.Sriv.isiava 
1998 11811 

11 Tor all (pervasiveness ol caste in India see 
Ahmad (19(i6), Engineer (I999al. Lai 
(1988 28). Radhaknslman 11940.17b) and 
Sarkar (1999) 

14 Adam Smith (1759 264 .142) s.iys Ih.il every 
system of morality is derived Irom our view 
(it naluie and that reason is the (acuity that 
man uses m this process. Smith writes "every 
sy stem of morality that ever had any repiilalion 
in the world has. perhaps, ullimaloly been 
denved [T|hey ate all ol ilwm. in this lespeet. 
loiindcd upon natural principles " “Ftoni 
reason we ate vci'y properly said to derive 
all those general maxims and ideas | K)ea.son 
IS undoubtedly llic souicc of the general rules 
ol muralily." 

A similar view can be found in ancient 
Indian philn.sophy Radhakrishnan (1929. vol 
2 769) writes ” Logic and science, 
philosophy and religion are related organically 
Every tresh epoch in the progress of thought 
has been inaugurated by a reform in logic The 
problem of method involving as it dixrs an 
insight into the nature of human thought, is 
of great value i'he Nyaya (Gautama's system 
of philosophy) points nut that no stable 
phtlosophy can be butit except on the 
loundations ol logic TIh.* Vaiscsika (Kanada's 
system of phi losophy) warns us that alllniitt ul 
philu.sophy must lake into account the 
cnnslitulion of /ilixsical nulure We cannot 
build in the clouds Though physics and 
metaphysics arc clearly distinct and cannot 
he blended, still a philosophic schciiK' must 
be in harmony with the results ol natural 
sciences” (emphasis added) 

Reason is an innate faculty of cognitive 
algorithm (hat operates and evolves in mind. 


"What mokes reason rational is being nght. 
appropriately digestingand reading the correct 
data. Reason must be equal to task at hand, 
avoiding the snares and pitfalls on the way 
to successful solutions if any exist. What is 
here meant by 'tasks' and ‘success’^ The task 
will ultimately concern life.. Success is 
therefore to be judged by solving the task. The 
ultimate goal is to achieve a purpose: that is 
how success operates" (RiedI 1984:11) .See 
also Damasio (1994). 

By contrast, lollowing David Hume, 
Frii^nch Hayek (1988) a.ssigns no independent 
role to reason in the evolution of civilisation, 
which, he says, is a prixlu t of morality alone 
And morality, according to him, is pnor to. 
and independent of, reason. Wc disagree with 
Hayek on this point, and agree with Damasio. 
Radhakrishnan. RiedI and Smith 
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CREDIT AGRICOLE INDOSUEZ 



(Incorporated in France with Limited Liability) 






INDIAN BRANCHES 



BALANCE SHEEl AS ON 31 MARCH. 1999 

PROFIT AND LOSS ACCOUNT FOR THE YEAR 

_ 



_ 

1 ENDED MARCH, 1999 

_ 

In INR OOOs 

In INR ’000s 



As on 

As on 


Year Ended 

Year Ended 

Schedule 

31.03.1999 

31.03.1998 

Schedule 

31.03.1999 

31.03.1998 

CAPITAL AND 




I. INCOME 



LUBn^rriEs 




Interest earned 13 

984,893 

906,943 

Capital 


200.000 

200,000 

Other Income 14 

64,755 

274,903 


TOTAL 

1,049.648 

1,181,846 






Reserves 

2 

582,388 

577,389 




Deposits 

3 

2,243,458 

4,980,241 

II. EXPENDITURE 


961,338 

206,311 

161,626 

Borrowings 

Other Liabilities and 
Provisions 

4 

5 

5,096,900 

249.046 

2,418.600 

695,337 

Interest expended 15 
Operating expenses 16 
Provisions and 
contingencies 

752,411 
245,079 

104,594 

TOTAL 


8,171,792 

8,671,567 

TOTAL 

1,102,084 

1,329,275 

ASSETS 




III. PROFIT 







Net (LossJ/Profit for 







the year 

(52,436) 

(147,429) 

Reserve Bank of India 

6 

459.425 

570.551 

(Loss)/Ptofit brought forward 

(117,989) 

87,190 

Balances with banks and 




TOTAl, 

(170.425) 

(60,239) 

money at call & 
short notice 

7 

849,826 

1,658,632 

IV. APPROPRIATIONS 



Investments 

8 

3,271.637 

2.722,945 

Transfer to statutory 



Advances 

9 

2.662.498 

2,684,557 

reserves 



Fixed Assets 

10 

120.032 

127,158 

Remittance to Head Office 

- 

- 

Other Assets 

11 

808,374 

907.724 

Transfer to “Head Office 
Capital” Account 


57,750 

TOTAL 


8,171,792 

8,671.567 

Transfer from “Revaluation 
Reserve" Account 



Contingent Liabilities 




Ralanrft rurrif^ti tn 



12 

29,116,432 

50,221,778 

Balance Sheet 

(170,425) 

(117.989) 

Bills for Collection 


913,236 

764.018 

TOTAL 

(170,425) 

(60,239) 

Notes to the Accounts 

17 



Notes to the Accounts 17 



1 The schedules referred to herein form an Integra* part of (he 

The schedules referred to herein form an integral part of 

Balance Sheet. 




Profit and Loss account. 



Signatures to Balance Sheet and schedules 1 to 12 and 17. 

Signatures to Profit and l^ss Account and Schedules 13 to 17. 

As per our report of even date. 






For RAJESH RAJEEV & ASSOCIATES 





Chartered Accountants 
Sd/- 




- 



CHANDRASHEKHAR 



Sd/- 

Sd/- 

Partner 


RAYOMAND KARKARIA 

ALAIN BUTZBACH 

Mumbai: June 30. 1999. 



General Manager- Sr. Country Officer - (India) 

Financial Control 
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CREDIT AGRICOLE INDOSUEZ 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


SCHEDULES FORMING PART OF BALANCE SHEET 


In INR 'OOOs 


As on As on 
31.03.1999 31.03.1998 


Schedule 1 - Capital 

Amount of deposit kept with 
Reserve Bank of India 
under Section 11(2) of 
the Banking Regulation 
Act. 1949 

TOTAL 

Schedule 2 - Reserves and 
Surplus 

1. Statutory Reserve 
Balance as per last 
Balance Sheet 
Additions during the year 

TOTAL 

2. Revaluation Reserve 

3. Balance in Profit and 
Loss Account 

4. Head Office Account 

TOTAL 

TOTAL 

Schedule 3 - Deposits 

I. Demand Deposits 

i) From banks 

ii) From others 

II. Saving Bank Deposits 

III. Term Deposits 

i) From banks 

ii) From others 

TOTAL 

Deposits of Branches in India 
Deposits of Branches outside India 

Schedul e 4 - Borrowings 


200,000 

200.000 


200,000 

IboTooo 


117,434 117,434 


j 17.434 
68,823 


117,434 
72.447 


(170,425) (117,989) 

566,556 505.497 


464,954 

582.388 


40,635 

441.122 

161.123 

1,750 

1.598,828 

2,243,458 

2,243,458 


459,955 

577.389 


9,112 

612,546 

104,256 

51,750 

4,202,577 

-L980^41 

4,980.241 


I. Borrowing in India 

i) Reserve Bank of India 

240,000 

20.000 

ii) Other Banks 

3,367,400 

2.080.000 

iii) Other institutions and 
agencies 

1,489,500 

318.600 

II. Borrowing outside India 

- 

- 

TOTAL 

5,096,900 

2,41,8.600 

Secured Borrowings included 



above 




In INR OOOs 


As on As on 
31.03.1999 31.03.1998 


Schedule 5 - Other Liabilities 
and Provisions 

I. Bills Payable 

II. lnter.Office adjustments (net) 
(overseas branches) 

III. Interest accrued 

IV. Others (including 

provisions) 

TOTAL 

Schedule 6 - Cash and 
Balances with Reserve 
Bank of India 

1. Cash on hand 

(including foreign currency 


112,682 

107,145 

249,046 


433,059 

248,292 

695337 


notes) ' 

' 5,434 

4325 

Balances with Reserve 

Bank of India 

i) In Current Account 

453,991 

566326 

B) In Othe.' Account 

- 

- 

TOTAL 

459.425 

.570351 


Schedule 7 - Balances with 
Banks & Money at Call 
& Short Notice 

I. In India 

i) Balances with Banks 

a) in current accounts 

b) in other deposit 
accounts 

ii) Money at call and 
short notice 

a) With banks 

b) With other 
instituticMis 

TOTAL (I) 

II. Outside India 

i) in cuirent accounts 

ii) in other deposit 
accounts 

iii) money at call and 
short notice 

TOTAL (II) 

TOTAL (I & II) 


389,435 

450,145 

839380 

849326 


402A92 

1348.042 

1350334 

1358.632 
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CREDIT AGRICOLE INDOSUEZ 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 

SCHEDULES FORMING PART OF BALANCE SHEET 


In INR 'OOOs 


In INR '000s 


As on 
31.03.1999 


As on 
31.03.1998 


As on 
31.03.1999 


As on 
31.03.1998 


Schedule 8 - Investments 


1. Investments in India in: 
i) Government securities 


(including Treasury Bills) 

2,247.967 

2,337,207 

ii) Other approved securities 

204.431 

383,080 

iii) Shares 

360 

360 

iv) Debentures and bonds 

760,000 

20,000 

v) Units 

- 

- 

vi) Others- 

(C!ommerdal Paper) 

120,000 


GROSS TOTAL 

3,332,758 

2,740,647 

LESS: Provision for Depreciation 

(61,121) 

(17,702) 

NET TOTAL 

3,271,637 

2.722,945 

Schedule 9 - Advances 



A. i) Bills purchased and 



discounted 

164,378 

151.107 

ii) Cash credits, overdrafts 
and loans repayable 
on demand 

1,424,412 

1,395,345 

iii) Term loans 

1,073,708 

1,138,105 

TOTAL 

2,662,498 

2.684,557 

B. i) Secured by tangible a.ssets 

2,549,853 

2.813.500 

ii) Covered by bank/ 
government guarantees 

67,479 

10,194 

iii) Unsecured 

45,166 

60,930 

TOTAL 

2,662.498 

2,884,624 

C. Advances in India 



i) Priority Sectors 

969,136 

662,632 

ii) P’blic Sectors 


— 

iii) Banks 

- 

— 

iv) Others 

1,693,362 

2,221,992 

TOTAL 

2,662,498 

2.884,624 

Schedule 10 - Fixed Assets 



1. Premises 



Cost as on 01.04.199.8 

144,150 

144,150 

Additions during the year 

- 

- 

Deductions during the year 

- 

- 

Depreciation to date 

(49.544) 

(44.565) 

Balance as at 31.03.1999 

94,606 

99,585 





11. Other fixed assets (including 
Furniture & Fixtures) 

Cost as on 01.04.1998 

78.144 

69,522 

Additions during the year 

7,901 

9,742 

Deductions during the year 

(4.179) 

(1.120) 

Depreciation to date 

(56,440) 

(50.571) 

Balance as at 31.03.1999 

25,426 

27,573 

TOTAL 

120,032 

127,158 

Schedule 11 - Other Assets 

1. Inter-ofTice adjustments (net) 
(Overseas Branches) 


2,444 

II. Interest accrued 

100,518 

124,837 

III. Tax paid in advance/ 
tax deducted at source 

242,162 

223,772 

IV. Stationery and stamps 

9 

25 

V. Non-banking assets 
acquired in satisfaction 
of claims 



VI. Others 

465,685 

556.646 

TOTAL 

808.374 

907.724 

Schedule 12 - Contingent 
Liabilities 

I. Claims agaiast the company 
not acknowledged as ^bts 


1,046 

II. Liability for partly paid 
investments 


_ 

III. Liability on account of 
outstanding forward 
exchange contracts 

24,604,608 

44,086,436 

IV. Guarantees given on 
behalf of constituents: 
a) In India 

2,390,082 

3,571,760 

b) Outside India 

390,562 

340,021 

V. Letter of Credit 

1,489,896 

2,027,494 

VI. Acceptances, endorsements 
and other obligations 

1 

15,632 

VII. Liability on account of 
Bills -of Exchange 
rediscounted , 



VIII. Other items for which the 
bank is contingently liable 

241,284 

179,389 

TOTAL 

29,116.432 

50,221,778 
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CREDIT AGRICOLE INDOSUEZ 

(Incorporated in France with Limited Liabiiity) 

INDIAN BRANCHES 

SCHEDULES FORMING PART OF PROFIT AND LOSS ACCOUNT 

In INR '000s 

In INR OOOs 


Year Ended 

Year Ended 


Year Ended 

Year Ended 


31.03.1999 

31.03.1998 


31.03.1999 

31 03.1998 

Schedule 13 - Interest Earned 

■ 


Schedule 16 - Operating 






Expenses 



I. Interesi/discount on 






advances/bills 

370,921 

406,745 

I. Payments to and provisions 



II. Income on Investments 

470,901 

338,335 

for employees 

89,784 

75,823 

III. Interest on Balances with 






Reserve Bank of India and 



II. Rent, taxes and lighting 

7,842 

7,030 

other Inter-bank funds 

139,957 

116,517 




IV. Others 

3,114 

45,346 

III. Printing and stationery 

3,820 

4,389 

TOTAL. 

984,893 

906,943 





— 

— 

IV. Advertisement and 






publicity 

919 

620 

Schedule 14 - Other Income 









V. Depreciation on bank’s 



I. Commission, exchange and 



property 

10,875 

10,481 

brokerage 

81,273 

58,576 




II. Profit/fLoss) on sale of 



VI. Directors and local 



investments (Net) 

(77,529) 

30,276 

advisory board members 



III. Profit/(Loss) on sale of 



fees, allowances and 



land, buildings and other 



expenses 

61 

65 

assets (Net) 

(338) 

(86) 




IV. Profit on exchange 



VII. Auditor’s fees and 



transactions (Net) 

61,349 

186,001 

expenses 

125 

125 

V. Income earned by way of 






Dividends 

- 

108 

VIII. Law charges 

3,859 

2,880 

VI. Miscellaneous Income 

- 

28 




TOTAL 

64,755 

274,903 

IX. Postage, telegrams. 






telephones etc. 

17,064 

12,254 




X. Repairs and maintenance 

7,274 

15,983 

Schedule IS - Interest Expended 






I. Interest on Deposits 

355.453 

605,809 

XI. Insurance 

9,520 

14,781 

II. Interest on Reserve Bank of 






India/Inter-bank borrowings 

391,112 

353,899 

XII. Other expenditure 

93,936 

61,880 

III. Others 

5,846 

1,630 




TOTAL 

752,411 

961,338 

TOTAL 

245,079 

206,311 





_ 
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CREDIT AGRICOLE INDOSUEZ 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 

Schedule 17 - Notes forming part of the Accounts as at 31 March, 1999. 

I Summary of Signifiirant Accounting Policies 

a) General 

The accompanying financial statements have been prepared on the historical cost basis and conform to the statutory provisions 
and practices prevailing in the country. 

b) Transactions involving foreign exchange 

i) Monetary assets and liabilities have been translated at the “Foreign Exchange Dealer's Association of India" exchange rates 
prevailing at the close of financial year except Foreign Currency Non-Resident account balances which are carried at the 
rates specified by the Reserve Bank of India or at the spot rates of swap contracts, as applicable. 

ii) Outstanding foreign exchange contracts and contingent liabilities on account of outstanding forward exchange contracts 
are valued at the contract rates and have not been revalued. 

iii) Income and expenditure items arc translated at the exchange rates prevailing as on the date of the transaction. 

iv) Profit, or loss on outstanding forward contracts is accounted for on accrual basis. 

c) InvestmenLs 

Investments in Government of India, other approved securities and other investments are valued at lower of cost of 
acquisition or market value or yield to maturity at rates specified by RBI circular BP.BC.28/21.04 048/98-99 dated 
15 April, 1999 and disclosed in accordance with the circular No. BP.BC.9/21.04.018/98 dated 27 January, 1998 and 
BP,BC.32/21.04.018/98 dated 29 April, 1998 

d) Advances 

i) Provisions for doubtful advances have been made to the satisfaction of the auditors. 

(a) In respect of identified advances, based on a periodic review of advances. 

(b) In respect of general advances, based on Management's estimate of potential exposure and taking into account guidelines 
issued by the Government of India and the Reserve Bank of India. 

ii) Provisions in respect of doubtful advances have been deducted from advances tv> the extent necessary and the excess 
has been included under “Other Liabilities and Provisions". 

e) Fixed Assets 

i) Fixed Assets are accounted at their historical cost except Premises which were revalued as on 31 March 1993 and were 
accounted for at the values determined by Government Approved Valuers. The surplus on revaluation was credited to 
Revaluation Reserve. 

ii) Depreciation is provided for on the diminishing balance method at the rates specified in Schedule XIV to the Companies 
Act, 1956. 

ill) Depreciation in respect of revalued assets is provided for on the revalued amopnt and charged to the Profit and Loss 
Account, and an amount equivalent to the accumulated additional depreciation has been Oansferred from the Revaluation 
Reserve Account to the Profit and Loss Account. 

f) Revenue recognition 

Income is recog'nised on accrual basis except interest on non-performing advances and guarantccs/letters of credit commission 
which are recognised on realisation basis. 

g) Staff Benefits 

Provision for gratuity is made on basis of an actuarial valuation. Provision for pension benefits is made on an accrual basis. 
Separate funds for gratuity and pension have been created. 

h) Net Loss 

The net loss disclo^ in the Profit and Loss Account is after: 

a) Provisions for taxes on income in accordance with statutory requirements. 

b) Provisions for doubtful advances. 

c) Adjustments to the value of current investments. 

d) Other usual and necessary provisions. 

II. Capital Adequacy Ratio 

The Capital Adequacy Ratio of the Bank as at March 31, 1999 as computed under guidelines of the Reserve Bank of India vide 
Circular No. DBOD No. BP.BC.1I7/2I.01.002/92 dated 22.04.92 and as amended subsequently is 8.36%. 
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CREDIT AGRICOLE INDOSUEZ 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


til. Additional Disclosures; Vide DBOD Circular No. BP.BC.9/21.04.018/98: dated January 27, 1998 (Balance Sheets of Banks - 
Disclosures). 




EEEYIQUS YEAR 

a) Capital Adequacy Ratio; 

8.56% 

8.40% 

b) Percentage of net NPAs to net advances; 

24.75% 

16.44% 

c) Provision and Contingencies as on 31 03.1999. 





INR ’000s 

i) Specific Provision foi NPAs 

52.975 

143,026 

ii) Provision for Depreciation on Investment 

43,419 

_ 

iii) Provision for Interest Tax 

8,200 

18.600 

iv) Others 

- 

- 

Total 

104,594 

161,626 

d) Amount of sub-ordinated debt raised as Tier 11 Capital ; 

NIL 


e) Investment 



i) In India: 



Cross Value of Investment 

3,332,758 

2,740.647 

Less; Provision for Depreciation 

(61.121) 

(17,702) 

Net Value of Investment 

3.'27L637 

2,72^5 

ii) Outside India 


NIL 

0 Following Business Ratios 



i) Capital Adequacy Ratio - Tier I Capital 

8.08% 

7.83% 

ii) Capiul Adequacy Ratio - Tier II Capital 

0.48% 

0.58% 

iii) Interest income as a percentage to working funds : 

9.21% 

8.18% 

iv) Non-interest income as a percentage to 



working funds 

0.61% 

2.48% 

V) Operating profit as a percentage to working 



funds 

0.49% 

0.13% 

vi) Return on assets 

(0.64%) 

(1 .54%) 

vii) Business (deposits plus advances) per employee . 

67,902’ 

78,445’ 

viii) Loss per employee 

519’ 

1,404’ 


IV. The Bank has entered into an agreement for settlement ol its dues by the owners/landlords of one of its erstwhile premises. Under 
the agreement the bank has received back its deposit together with interest. The Bank has surrendered its tenancy rights in respect 
of the premises to the owners/landlords in CJctober 1996 on the basis of the opinion of its solicitois. Moreover, the other 
co-tenants who had filed claim suits against the bank have signed the consent terms to withdraw the suit in view of the landlord 
agreeing to re-insiatc the co-tenants in the new bui'diiig in terms of the agreement dated 25 February, 1997. The consent terms 
dated 23 June. 1997 were filed in respect of the same in Mumbai High Court and were taken on record on that date. 

V. Previous year’s figures have been regrouped/rearranged wherever necessary. 

As per our attached report of even date Signatures to Schedule No. i to 17. 


for RAJESH RAJEEV & ASSCXTIATES 
Charmed Accountants 

Sd/- Sd/- Sd/- 

CHANDRASHEKHAR RAYOMAND KARKARIA ALAIN BUTZBACH 

Partner General Manager - Financial Control Sr. Country Officer - (India) 

Mace; Mumbai 
Date: June 30. 1999 
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CREDIT AGRICOLE INDOSUEZ 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


Auditor’s Report 

We have audited the attached Balance Sheet of the Indian Branches of CREDIT AGRICOLE INDOSUEZ 
(incorporated in France with limited liability) as on 31st March, 1999 and also the annexed Profit and Loss 
Account for the year ended on that date. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read together with 
the provisions of sub-sections (1;, (2) and (5) of Section 211 and sub-section (5) of Section 227 of the 
Companies Act. 1956, the Balance Sheet and Profit and Loss Account are not required to be and are not 
drawn-up in accordance with Schedule VI to the Companies Act, 1956. The Accounts are therefore, drawn- 
up to conform with Forms A and B (Revised) of the Third Schedule of the Banking Regulation Act, 1949. 
Subject to the foregoing observations, we report that in accordance with sub-section (3) of Section 30 of 
the Banking Regulation Act, 1949: 

a) We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purpose of our audit and have found them to be satisfactory; 

b) The transactions of the Indian Branches which have come to our notice have been within the powers of 
the Indian Branches of the Bank; 

c) In our opinion, proper books of accounts, as required by law, have been kept by the Indian Branches of 
the Bank so far as appears from our examination of those books; 

d) The Balance Sheet and Profit and Loss Account dealt with by this report arc in agreement with the books 
of account; 

e) In our opinion and to the best of our information and according to the explanations given to us the said 
accounts give ‘he information required by the Companies Act, 1956 in the manner so required, for Banking 
companies and read together with the notes, give a true and fair view: 

(i) In the case of the Balance Sheet of the state of affairs of the Indian Branches of the Bank as at 31st March, 
1999 and 

(ii) In the case of the Profit and Loss Account, of the loss for the year ended on that date. 

For RAJESH RAJEEV & ASSOCIATES 
Chartered Accountants 
Sd/- 

CHANDRASHEKHAR 

Place: Mumbai Partner 

Date: June 30, 1999 
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Indiaii Macro-Economic Data Base in a Consistency 
Accounting Framework (1950-51 to 1997-98) -11 

Identifying Empirical Patterns and Regularities 

M J Manohar Rao 
Archana P Samant 
Nina L Asher 


Despite certain minor problems of definitions and measurements left unresolved by the earlier exercise 
on Indian macro-economic data base consistency (reported in the previous issue of EPW), the resulting 
integration helped us to delect the structural changes that have occurred in the real and financial sectors 
of the Indian economy over the entire sample period, in general, and between the pre- and post-liberalisation 
phases, in particular. In such a context, we have identified many important empirical patterns and regularities, 
notably the existence of business cycles, the counter-cyclical nature of inflation, the twin deficits problem, 
the impact of absorption on reserves, the evolution of the debt-income ratio, the relationship between real 
interest rates and growth, the sustainability of the fiscal stance, amongst others, which could act as theoretical 
guideposts for the formulation of issues in the role and conduct of macro-economic stabilisation policy. 


I 

Introduction 

A major and long pending need with respect 
to methodological improvements in the 
Indian macro-economic data base is to 
bring about harmonisation of all the four 
major accounts of the three major 
specialised statistical systems (i c. Na¬ 
tional Accounts Statistics of the Central 
Statistical Organisation (CSO), Balance 
of Payments accounts of the Reserve Bank 
of India(RBI). monetary and banking data 
of the RBI, and fiscal data pertaining to 
government finance statistics and budget 
financing operations of the ministry of 
finance, government ot India) and thereby 
promote the integration of various eco¬ 
nomic and related statistics. 

In such a contest, an attempt was made 
in the first part of this study (published 
m the earlier issue of EPW) to present a 
comprehensive and consistent set of macai- 
cconomic data for the Indian economy by 
integrating these four accounts for the 4b- 
year period from 1950-51 to 1997-98. 
This was done by specifying an alternative 
system of presenting the data generated 
in the national and related accounts in the 
form of a consistency accounting frame¬ 
work which is a flexible way of rearrang¬ 
ing the data in a matrix form elaborating 
the linkages between sources and u.ses of 
funds as well as between institutional sector 
accounts. It was seen that such an account¬ 
ing framework ensured the numerical 
consistency of data drawn from different 
sources in a way that both the sectoral as 
well as economy wide buget constraints 
were simultaneously satisfied. 

Despite certain minor problems of defi¬ 
nitions and measurements left unresolved 


by thecarlier exercise, the success achieved 
by us in integrating the basic time-series 
on national accounts with related aggre¬ 
gates has helped us in this paper to depict 
the growth of, both, the real and financial 
.sectors of the Indian economy, as also its 
structural changes, over the entire sample 
period, in general, and between the pre- 
and post-liberalisation phases, in particu¬ 
lar. I:i such a context, the resulting iden¬ 
tification of empirical patterns and regu¬ 
larities should facilitate translation of 
certain important theoretical constructs on 
structural adjustment problems into vari¬ 
ous policy relevant solutions and inter¬ 
relationships. 

II 

What Do the Data Reveal? 

Identifying Empirical Patterns 
and Regularities 

While no detailed econometric analysis 
is undertaken here, a few observations, 
based on the cinpincal patterns and regu¬ 
larities detected in the statistical time scries 
contained in Table 3*,' as well as in the 
supplementary information provided in 
Appendix I, are in order. 

Components oh GDP Expenditure 

Equating the components of the first 
row and first column of Table 1 * describes 
how the sum of goods and services that 
are domestically produced (Ymp) and 
imported (Z), i e, the total available goods 
and services for final use, are disposed o*' 
between public and private consumption 
(C and C ), public and private investment 
(I *and L) and expons (X). The ensuing 
resu lt.s,inthcformoffivc-yearpcriodwisc 
averages, are provided in Figure 1 w here 


each stacked bar graph indicates the per 
centage share of the above five expendi¬ 
ture components in (Ymp-rZ) for the cor¬ 
responding period 

The results indicate that there are three 
features which distinguish the post- 
libcrali.sation period (1991-95) from the 
earlier phases; (i) For the first time ever, 
the share of C^, which had increased 
cea.seles.sly from 1951-55 onwards, de¬ 
clined, albeit marginally, to 13.1 percent 
partly as a result of the fiscal austerity 
measures adopted; (li) The share of X 
surged to a peak of 9.4 per cent from its 
earlier level of 6.4 per cent as an outcome 
of external real sector liberalisation: and 
(ill) There was a marginal increa.se in the 
share of 1^, which enabled it to reach an 
all-time high of 14.1 per cent. Apart from 
these, the trends in the other two variables 
were not dissimilar from tho.se ob.served 
earlier, what with C^, continuing to decline 
monotonically as before reaching a trough 
of 55.2 per cent; and 1 , after peaking at 
8.9 per cent during 1976-80, fiuctuating 
around a dec lining trend to reach its current 
level of 8.1 per cent. 

{^IMKINFNIS OE NaHONAI. DlSKISABLE 
Income Aei'ropbiation 

Adding together the second and third 
rows as well as columns of Table 1* and 
equating their sums describes how gross 
national disposable income (GNDI), i c. 
GDP at market prices plus factor incomes 
and current trjn.sfcrs from abroad, are 
disposed of between total consumption 
(C = Cg -E C ), total savings (S = S -i- Sp) 
and total net investment income (INV = 
INV^^, E INVp^).Thc results are provided 
in Figure 2 where the first pic diagram 
indicates the share of these components 
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in GNDI for the seven-year pre- 
liberalisation period (1984-91) while the 
second pie diagram refers to the seven- 
year post-liberalisation phase (1991-98). 

The results indicate that there are two 
positive features which characterise the 
post-liberalisation phase: (i) There was a 
dcstinct fall in the share of consumption 
from 78.1 to 75 percent which is the prime 
reasons for the fall in absorption and the 
con.sequent rise m reserves during this 
phase; and (li) To mirror this fall, the share 
of gross savings increased Irom 21.1 to 
23.9 per cent reflecting the impacts of the 
llnancial liberalisation measures. Coming 
to the negative aspect, we realise that total 
net investment income increased from 0.7 
per cent U> 1.1 per cent which is very dis¬ 
concerting because if such resource out¬ 
flows from government and private sector 


incomes continue to increase unabatedly, 
then they could in future simultaneously 
decrease both savings and consumption. 
Whi le this has not yet happened, the leading 
indicator of such a possibility is protracted 
stagnation and demand recession and it 
is alarming to note that we currently 
seem to be in the grip of precisely such 
a maiaisc. 

The Twin Dehcit Problem 

Much of the theoretical debate on struc¬ 
tural adju.stment focuses attention on the 
relationship between the gross Tiscal defi¬ 
cit (GFD) and the current account deficit 
(CAD). Decomposing equation (23*) into 
its basic components, ’ c. I = I + I and 
S = Sg -E Sp, we have 

(Sg - Ig)-E (S„ - Ip) =-CAD .(1) 


Based upon the above equation which 
indicates that improvements in the CAD 
can take place only if sectoral savings rise 
relative to sectoral investment, IDombusch 
and Helmers (1988) concluded forcefully 
that policies which do not have any effect 
on savings cannot be expected to improve 
the external balance. However, equa¬ 
tion (23*) can also be written in terms of 
the linkages between the GFD and the 
CAD as follows: 

= Sp - GFD + CAD ...(2) 

which indicates that increases in external 
savings, i e, the CAD, offset public sector 
dissaving thereby preempting the crowd¬ 
ing out of private .sector investment. 
Now if the government fiscal deficit is 
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coirected, will that reduce the CAD? 
Based upon the results of Feldstein and 
Horioka (1982), the answer is ‘No’ be¬ 
cause their evidence indicates, just as 
forcefully, that cutting the fiscal deficit 
(and thereby increasing the national sav¬ 
ings rate) will only increase investment 
with very little impact on the CAD. Thus, 
whether changes in the savings rate are 
reflected primarily in the external balance 
(Dombusch and Helmers) or in invest¬ 
ment levels (Feldstein and Horioka) be¬ 
comes a policy issue of very great prac¬ 
tical relevance. 

To ascertain the validity of the above 
two propositions in the Indian context, we 
initially correlated five-year period aver¬ 
ages of savings rates (SA’^) on their cor¬ 
responding five-year period averages of 
investment rates (I/Y) and the resultant 
plot with the nine scatter points (one for 
each of the fi ve years of the 4.5-year period 
1951-.52 to 1995-96) is presented in 
Figure 3. Regressing (I/Y), which as per 
the Feldstcin-Horioka hypothesis is the 
dependent variable on (S/Y) and obtain¬ 
ing the corresponding fitted values of the 
investment rates for the entire sample 
period yields the flat upward sloping bold 
line in the figure which indicates a very 
high correlation (R^ = 0.97) between 
savings and investment rates. 

We then correlated five-year period 
averages of savings rates with their cor¬ 
responding current account deficit rates 
(CAD/Y) and the resultant scatter plot is 
presented in Figure 4. Rcgre.ssing (CAD/Y) 
which, as per the Dombusch-Helmers 
hypothesis, is the dependent variable on 
(S/Y). we obtained the fitted values of 
CAD rales depicted by the flat bold line 
in the figure which indicates the absence 
of any correlation (R^ = 0.00) between 
thc.se two variables. Ironically enough, it 
is interesting to note that, if we disregard 
the initial data point (for the period 
1951-55), there is almost a near perfect 
inverse relationship between savings and 
CAD rates (R^ = 0.99) for the 20-year 
period 1956-75 (indicated by the initial 
downward sloping dashed line), which 
however breaks down completely 
(R^ = 0.04) for the subsequent 20-year 
period 1976-95 (indicated by the second 
downward sloping dashed line), what 
with two nev identical savings rates (21.6 
per cent during 1976-80 and 21.9 per cent 
during 1986-90) being related to diametri¬ 
cally opposing CAD rates (0.18 per cent 
during 1976-80 and 2.5 per cent during 
1986-90). Thus, it is clear that, in the 
Indian context, the Dombusch-Helmers 
proposition can be rejected while the 
Feldstein-Horioka proposition stands vin¬ 
dicated. 


ABSORmiON A.ND Re.serves 

As shown in equation (25*), there is an 
inverse relationship between absorption 
(A) and reserve expansion (AR*) accord¬ 
ing to which, if total resources as well as 
the flow demand for money remains fixed, 
any increase (decrease) in absorption will 
automatically decrease (increase) reserves 
on a one-to-one basis. While the consis¬ 
tency check provided in Table 7* estab¬ 
lished the above proposition numerically 
in accounting terms, we need to examine 
more precisely the nature of empirical 
regularities between these two variables 
by relating movements in absorption to 
changes in reserve accretion. 

To do so, we initially defined both these 
variables in terms of GDP at market prices 
(Ymp) in an attempt to .show that excess 
relative absorption, i e. the excess of dome¬ 
stic absorption over GDP, is inversely 
related to reserve accretion.^ The results, 
in the form of a line graph over the 
entire sample period, are provided in 
Figure 5.1 where the light gray line de¬ 
notes [(A/Y) -11 ,1 e, the ratio of excess 
absorption to Ymp, and the dark black line 
indicates AR*/Y, i e, reserve accretion 
(depletion) as a fraction of Ymp. 


The results clearly bear out the inverse 
relaiion.ship between these two variables 
over the sample period and it is seen, 
by way of example, that the excess ab¬ 
sorption of 2 8 per cent witnessed in 
1990-91 IS faithfully mirrored by a re¬ 
serve depiction of 0.8 per cent, while the 
tumaroiird in 1991-92, after devaluation 
which saw re.scne accretion increase to 
1 2 per cent, is cxpla.ncd by the fact that 
relative domestic absorption decreased to 
barely 0.5 per cent as a result of the 
expenditure reduction policies initiated 
that year. 

We then compared the empirical regu¬ 
larity between conventional relative ab¬ 
sorption, i c, A/(Y*+AF). and absolute 
reserve accretion, i e, AR*. tor the seven- 
yearpre-bberali.sation period 1984-91 and 
the corresponding seven-year post- 
liberalisation phase 1991-98. The results 
are provided m Figure 5.2 where the 14 
scatter points denote relative absorption 
and the corresponding reserve accretion 
for all these years. We then estimated two 
simple equations in such a context by 
regrc.ssmg AR* on A/(Y*-i-AF), initially 
for the pre-liberalisation period (indicated 
by the AA’ line in the figure), and then 
for the post-liberalisation phase (indicated 
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by the BB' line), and the esiiniutcd equations 
(with t-valucs in parentheses) are given 
below: 

Fre-Liberalisation Fhase (I9fi4-9I): 

AR* = 47b34S - 4765I8(MY*+Ar)l-. 

(9.5) 

r2 = 0.95 .. (3 I) 

Fost-Liberulisatum Fhase (1991-98): 

AR* = 937186-936056 [MY*+AF)]; 

( 6 . 0 ) 

R- = 0.88 (3 2) 

The above results indicate that there is 
a distinct structural break in the relation¬ 
ship between these iwo variables what 
with the impact of a percentage point 
increase in relative absorption on reserve 
depletion significantly doubling from 
Rs 4,765 cror; before liberalisation to 
Rs 9,360 crore after liberalisation. 
This increasing sensitivity of reserve fluc¬ 
tuations on absorption levels implies 
that It is absolutely imperative to co.uain 
any further increases in absorption if 
future reserve accretion targets are to be 
achieved. 

Sources and Disposition of 
Government Income 

The basic relationship that exists be¬ 
tween government revenue and govern¬ 
ment current uses is given by equation 


(7*) which can be re-written as follows: 

(OSg + Dg) + (Ti - Sb) + 

(Td -F N l-R^g - INVg^) = 

Cg -F (.NTRgp -F INTgp) + Sg . .(4) 

where the first tenn in parcnthe.ses on the 
left-hand-side of equation (4) denotes the 
share of the government in GDP at factor 
cost, the second term indicates net indirect 
taxes, and the last term is the sum of total 
direct taxes plus net receipts from the 
external sector, i c, net transfers from 
abroad less investment income payable to 
the external sector by the government. 
Thus, the sum of these three components 
represents total government income. This 
is linked to the right-hand-side of the 
above equation (indicating the disposi¬ 
tion of income) which specifies the three 
components constituting total government 
current uses, where the term in parenthe¬ 
ses is the sui.. of net transfers to the pri vate 
sector plus interest payments on the in¬ 
terna! debt. 

Based upon the above identity, we 
initially describe the variations that have 
taken place in the sources of government 
income over the entire sample period and 
the results, in the form of five-year period- 
wise averages, are provided in Figure 6.1 
where each stacked bar denotes the share 


of total govemment income, as well as its 
component sources, in GDP at market 
prices for the corresponding period. These 
indicate that there are three features which 
distinguish the post-liberalisation period 
(1991-95) when the share of govemment 
income increased to an all-time high of 
23.9 percent of GDP: (i) There was a surge 
in the share of the operating surplus of the 
govemment to 6 per cent over its previous 
level of 4.5 per cent in 1986-90, due to 
the productivity-enhancing and cost¬ 
cutting measures initiated by the govem¬ 
ment; (ii) The share ol direct taxes (inclu¬ 
sive of net receipts from abroad), which 
had declined .steadily from 1976-80 on¬ 
wards, increased substantially to 3.3 per 
cent from its earlier level of 2.7 per cent 
in 1986-90, reflecting the sustained at¬ 
tempts to increase the tax ba.se, improve 
tax compliance, and strengthen the tax 
collection mechanism; and (iii) For the 
first time ever, the share of net indirect 
taxes in GDP, which had increased con¬ 
tinuously from 1951-55 onwards, declined 
from 10.9 percent during 1986-90 to 10.1 
per cent, as a result of measures to 
rationalise the tariff and exci.se/import 
duty stiTicturcs and dismantle protective 
barriers. 

We now describe the variations that 
have taken place in the disposition of total 
government income - the components on 
the right-hand-side of equation (4) - over 
the entire .sample period and the results, 
once again in the form of five-year 
periodwise averages, arc provided by the 
stacked bar graphs in Figure 6.2. These 
indicate that the only positive feature which 
characterises the post-liberalisation pha.se 
is that the share of C , which had increased 
ever since 1951-35, seems to have 
stabilised at around 14.7 per cent ot GDP. 
This containment was, however, over¬ 
whelmed by the fact that the share o f net 
transfers from the government to the pri vate 
.sector (inclusive of interest payments) 
increased to 7.4 per cent of GDP from its 
previous level of 6.2 per cent during 
1986-90. As a result, despite the nse in 
the share of government income, public 
sector savings fell to an all-time low of 
1.66 per cent of GDP, implying that a 
reduction in government current expen¬ 
ditures is no longer a sufficient condition 
for fiscal stabilisation. This rapid in¬ 
crease in interest payments suggests that, 
unless we control the explosive growth of 
internal debt witnessed since liberali¬ 
sation (14 per cent per year .since 1991), 
the government could be forced into a 
Ponzi scheme where its entire market 
borrowings would need to be used just for 
paying off interest obligations on its in¬ 
ternal debt.^ 
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Soimt E-S AND Dl.SI>(JSiriON OP 
Privah; Sprix)R Income 

The basic rclalitrnship that exists bet¬ 
ween private sector revenue and private 
sector current uses is given by equation (II*) 
which can be re-written as follows: 

(W + 11 -t Dp) + (NTRgp + INTgp) + 
(NTR,p + NFP^p - INV,^) 

= Cp -1- Td + Sp ...(5) 

where the first tenr. in parentheses on the 
lelt-hand-side of equation (5) denotes 
the share of the private sector in GDP at 
factor cost, the .second term is the sum of 
net transfers from the government to the 
private sector inclusive of interest pay¬ 
ments on the internal debt, and the last 
term denotes net receipts from the external 
sector, i c, net transfers from abroad plus 
net factor income from abroad less invest¬ 
ment income payable to the external sec¬ 
tor by the private sector. Thus, the sum 
of these three components represents total 
private sector income. In a similar fashion, 
the right-hand-side of the above equation 
indicates the three components which 
constitute total private sector current u.ses. 

Based upon the above identity, we 
initially describe the comparative changes 
that have occurred in the sources of private 


income over the 14-ycar period 1984-98 
and the results arc provided in Figure 7.1 
where the first pic diagram indicates the 
share of each ol thc.se .sources in total pri vatc 
sector income (Yp) for the seven-year pre- 
liberali.sation period (1984-91) while the 
second pic diagram refeis to the seven- 
year post-liberalisation phase (1991-98). 
An examination of the trends indicates 
that the only distinguishing feature that 
charactei i.scsthe post-liberalisation period 
is the laet that, despite rc.source outflows 
on account of privati iiorcxtemal liabili¬ 
ties (investment income) increasing from 
0.34 per cent to 0.70 per cent of GDP, net 
receipts from the external sector increa.scd 
more than threefold from 0..53 per cent to 
1.80 per cent of GDP, entirely because net 
private transfers incteased from 0.94 per 
cent to 2.59 per cent of GDP. The share 
of wages and profits of the private sector 
in GDP reached a new low of 73.8 per cent 
thereby continuing a declining trend which 
has been exhibited right from 1950 51 
itself. Despite this fall, the increase in net 
transfers from the government (inclusive 
of interest payments) to a new high of 7.5 
pet cent of GDP pushed up the share ol' 
total private income to 88.9 per cent of 
GDP from its pie-liberalisation level of 
86.9 per cent. 


We now examine the changes that have 
taken place in the disposition of total private 
sector income - the components on the 
right-hand-side of equation (5) - over 
these two .seven-year periods and the 
results, once again in the form of a pic 
chart, arc provided in Figure 7.2. If any 
particular feature here has to be singled 
out, then it is the fact that the po.st- 
liberalisation phase was marked by the 
largest ever transfer of resources from the 
private to the government sector in the 
form of direct taxes whose share incrca.sed 
to 3.9 per cent of GDP from its pre- 
liberalisation level of 2.9 per cent. While 
it is true that the share of private consump¬ 
tion fell to a new low of 62 per cent of 
GDP from its pre-liberalisation level of 
64.6 per cent, this decline only perpetu¬ 
ated the trend visible since the 195()s. Be 
that as it may. the fall in the share of C'^. 
coupled to the stability in the share of C^. 
is the single most important contributing 
factor to the reduction in relative absorp¬ 
tion, and the subsequent increase in re.serve 
accretion, witnessed during the post- 
libcrali.sation phase This fall in the con¬ 
sumption propensity was mirrored by a 
rise in the private savings rate which 
increased from 19.3 per cent during the 
pre-liberalisation phase to 23 per cent - 
a substantial increase of 3.7 per centage 
points which, however, has bcensurpas.sed 
in earlier periods, notably during 1986-90 
when private savings rose to 20,1 percent 
from its earlier level ol 15.6 per cent 
during 1981-85. 

FlNANt’INfi Cl'RRI NT ACCOUNT DEFICITS 

From equation (16*). we realise that the 
current account deficit (CAD) can be 
written as' 

CAD = AFp + AFp - AR* ..(6) 

which indicates that a CAD mu.st be fi¬ 
nanced cither by increasing official capital 
flows (AF^),orby increasing pri vaiccapital 
Hows (AFp), or by running down interna¬ 
tional reserves (AR*). 

Ba.sed upon the above identity, we 
describe the variations that have taken 
place in the pattcins of financing CADs 
over the entire sample period and the 
results, ir the form of five-year periodwise 
averages, are provided in Figure 8, where 
the three bars denote the percentage of 
CAD financed by thc.se three sources over 
the corresponding period. These indicate 
that the financing share of official capital 
flows, alter peaking at 443 per cent of 
CAD III 1976-80, declined over the next 
decade, although during the post-libcrali- 
salion phase, it did increase marginally to 
finance about 56 per cent of the CAD. The 
rever.se was true of private capital flows 
which, after manifesting a virtual capital 
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Figure 6.1: SouRrES of Government Income 
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flight lo the extent (if -305 per cent of 
CAD during 1971-75. increased steadily 
to reach 141 per cent of CAD during the 
post-liberalisation phase. As far as varia¬ 
tions in leservcs aie concerned, it is seen 
that the initial reserve depletion witnes.sed 
during the 1950s gradually reversed itself 
to reach a reserve acca’tion level of409 per 
cent of CAD during 1976-80. Thereaf¬ 
ter, the 1980s were once again characlen.sed 
by ever increasing reserve losses, culmi¬ 
nating in virtual reserve exhaustion and 
the subsequent devaluation of July 199!. 
However, this trend was reversed com¬ 
pletely during the povt-liberali.salionpha,se 
which witnessed reserve accretion to the 
extent of 97 per cent of CAD. 

Financing Pcbuc Si-.cior Invkstmuni 

From equation (9*J;thc financing con¬ 
straint for public sector investment (I^) is 
given by; 

Ij, = Sg -I- ADCg + AB + AFg ...(7) 

which indicates that government savings 
plus net borrowings is identical to the 
(physical) assets acquired by the govern¬ 
ment during the accounting period. 

Based upon the above identity, we 
describe the sariations that have taken 
place in the p.nierns of financing Ig over 
the entire sample period and the results, 
in the lorm ol hve year periodwi.se aver¬ 
ages, are provided in figure 9. where each 


stacked bar denotes the percentage of Ig 
financed by these four sources over the 
conesponding period. These indicate that 
the financing share of Sg declined from 
45 per cent of 1 during the 1960s and 
1970s to 25 per cent during the 1980s and 
still further to 18 per cent during 1991-95. 
Virtually like a minor image, the financing 
share of AB increa.scd from 16 per cent 
of Ig during the 1960s and 1970s lo 28 
per cent during the 1980s and still further 
to an unprecedented 45 per cent of I 
during 1991 -95. This complete reversal of 
the financing shares is a matter of serious 
concern and is a trend that calls for ‘re- 
switching’ as soon as possible. Finally, it 
is seen that while the financing share of 
AFg has remained virtually unchanged 
over the la.st 20 years at around 7 per cent 
of Ig-, that ofADCgf indicative of monetary 
accommodation) declined substantially 
from 42 per cent of I during 1986-90 lo 
30 per cent during 1991 -95, reflecting the 
relatively light monetary .stance adopted 
by the RBI during the initial phases of 
liberalisation. 

SouRCi s or Private Sector FdKos 

The ba.MC relationship (hat exists be¬ 
tween the sources of private sector funds 
and the portiolio distribution of private 
sector assets is given by equation (13*): 

S„-bADC„-i-AF =I„ + AB+AM ...(8) 


which states that private sector savings 
plus borrowings equals private sector asset 
acquisition in the form of money, fixed in¬ 
vestment and net lending to the govemmenf 

Based upon the above identity, we 
initially describe the comparative changes 
that have occurred in the funding pattern 
of the private .sector over the 14-year period 
1984-98 and the results are provided in 
Figure 10.1 where the first pic diagram •- 
indicates the share of each of these three 
sources in private sector funding for the 
seven-year pre-liberalisation period 
(1984-91) while the second pie diagram 
refers to the seven-year post-liberalisation 
phase (1991-98). An examination of the 
trends indicates that the two most distin¬ 
guishing characteristics of the post- 
liberalisation period is the increase in the 
private sector savings rate from 19.3 per 
centofGDPduring 1984-91 to 23 per cent 
during 1991-98; as well as the incrca.se in 
private capital flows from 1.4 per cent of 
GDPduring 1984-91 to2.1 percent during 
the post-liberalisation phase. Both these 
increases more than offset the reduction 
in the private sector ‘credit entitlement’ 
(ADCp/GDP) which decrea.scd from4.4 per ^ 
cent of GDP during the pre-liberalisation 
pha.se to 3.8 per cent during 1991-98. 
Overall, the share of private sector funds 
in GDP increased from 25.2 per cent of 
GDP to 28.9 per cent during the post- 
liberalisation phase. 

Private Sktor Portfolio DisiRiatmoN 

Bused upon the right-hand-side of equa¬ 
tion (8), we now describe the comparative 
changes that have occurred in the portfolio 
composition (i e, asset acquisition in the 
form of money, fixed investment and net 
lending to the government) of the private 
sector over the 14-ycar period 1984-98 
and the results arc provided in Figure 10.2 
where, as before, the first pic diagram 
indicates the portfolio distribution over 
the .seven-year pre-liberalisation period 
(1984-91) while the second pie diagram 
refers to the seven-year post-liberalisation 
phase (1991-98). 

An examination of the trends indicates 
that the most distinguishing characteristic 
of the post-liberalisation period is the 
increase in the private sector investment 
rate from 14.1 per cent of GDP during 
1984-91 to 16.8 per cent during 1991-98. 
Despite this, however, the private sector 
savings-investment gap increased from 
5.2 per cent of GDP during the pre- 
liberalisation pha.se to 6.2 per cent during 
the po.st-libcraiisation period implying, 
from equation (1). that the private sector 
was funding a still higher proportion of -vl 
the public sector investment-savings gap. 

The tight monetary stance adopted by the 
RBI during the initial stages of liberalisation 
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Figure 7.1; Sources of Private Sector Income 


reduced the share of money (AM) in the 
assets of the private sector from 8.3 per 
cent of GDP during 1984-91 to 7.8 per 
cent during 1991-98; while the excessive 
reliance on market borrowings by the 
government increased the share of govern¬ 
ment bonds (AB) in the assets of the private 
sector from 2.8 per cent of GDP to 4.2 
per cent during the post-liberalisation 
phase. Overall, the ratio of I :(AM+AB) 
changed marginally from So;44 during 
1984-91 to 58:42 during 1991-98. Con¬ 
sidering that this ratio, which indicates the 
share of physical (productive) to financial 
(non-productive) assets in the portfolio 
composition of the private sector, is re¬ 
lated to overall economic growth, the 
government has to ensure that investment 
is nut crowded out from the portfolio of 
the private sector by cxce.s.sivc money ■ or 
bond-financing. 

Gross Fiscal Dei icit, Inti.rest 

Payments and the Primary Deucit 

The gross fiscal deficit (GFD = Ig - S ) 
can be decomposed into interest payments 
on the internal debt (INT^p) and the pri¬ 
mary deficit (surplus, if negative). Thus, 
we have: 

GFD = INTgp + PD ...(9) 

where PD is the primary deficit which, from 
equations (T*), (8*) and (10*), is given by: 

PD = Ig + ICg+NTRgp+INVgJ - 

[(0,S +Dg)+(Ti-Sb)+Td-i NTO ] 

...( 10 ) 

Ba.scd upon equation (9), wc describe 
the variations in its variables over the 45- 
ycar sample period and the results, in the 
form of five-year periotlwise averages, arc 
provided in Figure 11 where each stacked 
bar expresses the GFD. as well as its two 
components, as percentages of GDP at 
market prices for the corresponding period 
These indicate that the post-liberalisation 
phase was marked by a reduction in tfic 
primary deficit to 3.1 per cent of GOP 
which, being the highest recorded decrease 
over the entire sample period, is a very 
significant fiscal correction. However, this 
was largely offset by the increase in int erest 
payments to 4.2 percent of GDPas a vc.sult 
of which the GFD ratio declined, only 
marginally from7.8percent ofGDP during 
1986-90 to ’7.5 per cent during 1991-95. 
However, the fact remains that it i s for the 
first time since 1966-70 that tl.ie fiscal 
deficit ratio actually declined. In this 
context, it needs to be mcntione:d that the 
re.sults of Rao and Nallari (199f)) indicate 
that fiscal erosion in the Indian economy 
due to collection lags ~ the; so-called 
Olivera-Tan/.i effect - was to t'hc extent of 
almost 0.6 per cent of GDP ovnrthc 1980s, 
implying that the GFD ratici could have 
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been that much lower in the 1990s had 
appropriate policy measures been taken. 

CAD, Imvestment Income and 

THE NoN-IfOEREST CtIRRENT ACCOl/NT 

Similarly, the CAD can be decomposed 
into total net inve.simcnt income (INV = 
IN Vgg-f IN V jjj.) and the non-interest current 
account deficit (surplus, if negative). Thus, 
we have: 

CAD = INV -I- NICA ..(11) 

where NICA is the non-interest cunent 
account which, from equation (15*). is 
given by: 



Td ^Sp 

per cent of GDP); for the subsequent 
period, INV was 86 per cent of CAD 
(1.11 per cent of GDP) while the share 
of NICA dropped tojust 14 percent (0.18 
per cent of GDP) implying a very signi¬ 
ficant external correction. A component¬ 
wise examination indicates that, while 
INVg^ remained more or less stable at 
around 0.40 per cent of GDP across the.se 
periods, INVpj, (indicating private sector 
resource outflows) more than doubled from 
0.34 per cent of GDP to 0.71 per cent 
which, as mentioned earlier, could be one 
of t he many po.ssible i ea.sons for the current 
state of depressed demand in the economy. 


NICA=Z- (X -F NTR. + NTR^„ + NFP^ J 

* ^ ...oh 


Based upon equation (I I), we describe 
the changes that have taken place in 
sectoral investment income and the 
NICA and the results are provided in 
Figure 12 where the first pie diagram 
denotes the share of these components 
in the CAD for the seven-year pre¬ 
liberalisation period (1984-91) while the 
second pic diagram refers to the seven- 
year post-libcralLsation phase (1991-98). 
These indicate that, apart from the reduc¬ 
tion in the CAD to 1.29 per cent of GDP 
during 1991 -98. there was adistinct change 
in its composition as well. While for the 
period 1984-91, IN V accounted for 30 per 
cent of the CAD (0.69 per cent of GDP) 
and NICA the remaining 70 per cent (1.64 


The Three Gaps in Practice 

Having examined the GFD and CaD 
individually, we now analyse contempo¬ 
raneous movements in thc.se two gaps by 
invoking tlie third gap, i e. the private 
sector savings-invesiment gap, which 
effectively closes the model. This is done 
by re-writing equation (2) as; 

GFD = (.Sp - Ip) -I- CAD ...(13) 

which indicates that the gross fiscal deficit 
0 f the government, i e, Ig - Sg, must be 
financed either by an excess of private 
.sector savings over investment, or by a 
ctirrcnt account deficit. 

Based upon equation (13), we now de- 
sc ribe variations in these three gaps over 
thi: entire sample period and the re.sults 
arc presented in Figure 13. These indicate 
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that, if we disregard the first half of the 
1950s, there were only three occasions in 
the mid-1970s when, because of current 
account surpluses. (S^ -1^) exceeded the 
GFD. Later on, however, there was a re¬ 
lentless increase in the GFD and the CAD 
which culminated in 1990-91 when they 
both peaked at 9.98 per cent and 3.24 per 
cent of GDP, respectively. More alaiming 
was the fact that - Ip) for that year was 
6.74 per cent of GDP, implying that it was 
financing just about 68 per cent of the 
GFD, with the remaining 32 per cent - 
an abnormally high fraction - being fi¬ 
nanced by the CAD. Thereafter, because 
of the ‘shock therapy' type of stabilisation 
measures imposed, both the GFD and the 
CAD reduced instantaneously and signi¬ 
ficantly to 7.43 per cent and 0.36 per cent 
of GDP in 1991-92. However, as per the 
latest i ndicators, these gaps have i ncrca.scd 
to 7.97 and 1.74 per cent of GDP in 
1997-98. although fortunately enough 
(Sp -1 ) continues to finance about 78 per 
cent 01 the GFD, implying that although 
the current fiscal and external stances are 
economically vulnerable, they arc still 
financially viable. 

Rkal Exchanul Raiks and CADs 

While we have examined the co-move¬ 
ments in these variables, any effort to 
study the relationships between the three 
gaps more systematically must analyse the 
factors which cau.sed these dctlcits in the 
first place. In this context, the basic proxi¬ 
mate determinant of the CAD/GDP ratio 
is the real exchange rale (RER) and, as 
such, wc de.scribc variatioas in tlicsc two 
variables foreach year of the sample period 
and the results are presented in Figure 14."’ 

I'he results arc interesting because they 
do establish the fact that the RHR and the 
CAD/GDP ratio are inversely related to 
a very large extent. Thus, the pegging of 
the nominal exchange rate from 195C-66 
led to a steady appreciation in the RHR. 
as a result of which the CAD exhibited 
an increasing trend. In this contv'xt, it is 
seen that the 34 per cent nominal devalu¬ 
ation in 1966-67 (rc.sulting in a 23 percent 
real devaluation) caused the CAD to fall 
sharply only from 1967-68 onwards while 
on the other hand, the 36 per cent nominal 
devaluation of 1991-92 (rc.sulting in an 
identical 23 per cent real devaluation) 
brought about an instantaneous CAD com¬ 
pression. Ba.sed upon equation (1), which 
specifics that the GFD is also a proximate 
determinant of the CAD, leads us to 
hypothesise that, while a real devaluation 
is a necessary condition for an external 
correction, sufficiency is ensured provided 
there is an accompanying fi.scal correction 
in the form of a reduction in the GFD. If 
this IS mi.ssing, as it was in 1966-67, then 
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even a sufTiciently strong real devaluation 
might, along the lines of the so-called 
■ J-curve’ effect, take a much longer time 
to bring about a reduction in the CAD. 
Finally, it is seen that the existing RER 
of Rs 27.18/$ in 1997-98 is even lower 
than the corresponding RER of Rs 27.4S/$ 
in 1992-93 which could explain the rise 
in the CAD of late. 

STRticTURii OF Interest Rates 

To a.ssess the su.stainability of the fiscal 
stance, we need to initially examine the 
stmeture of interest rates in the Indian 
economy which would be indicative of the 
underlying monetary stance. The three 
rates .selected for the purpose are the one- 
year deposit rate (i I); the implicit interest 
rate on domestic debt (i^) defined as the 
average ratio of interest payments on 
domestic debt (INT^p) to total (central and 
.stale government) internal debt (ID), i e, 
iji=INTgp/ID; and the implicit interest rate 
on external debt (i^.) deiined as the average 
ratio of interest payments on external debt 
(INT ) to central government external 
debt TED), i e. i^. = IMT /ED. All these 
three rates have been plotted in Figure 13 
for the entire sample period. 

These indicate that: (i) Although there 
was some volatility in ij, it remained below 
4 per cent until the second oil price .shock 
of 1979-80. Thereafter, it increased con- 
linuously, overtaking il in 1988-89, and 
currently stands at IS.b per cent thereby 
imposing a staggeringly high interest 
but den on the government; and (ii) Apart 
from the sharp increase to 3.3 per cent in 
197.3-74 due to the first oil price shock 
which sent world interest rales soaring, i^, 
hovered around 2 per cent until 1981-82. 
Thereafter, il increa.sed sharply and cur¬ 
rently stands at 8.5 per cent. However, it 
needs to be noted that after liberalisation, 
all the three rates have moved almost in 
sync by exhibiting near contemporaneous 
peaks and troughs. While the difference 
between il and i^, has narrowed down, 
reflecting the increasing integration be¬ 
tween Indian and world capital markets, 
that between i 1 and i^ .seems to be on the 
rise as a result of continued market bor¬ 
rowings. Currently, the differential be¬ 
tween ij and i^. is almost 7.1 iicrceni which 
implies that unless the expected exchange 
rale depreciation is o' this order of 
magnitude, it would be cheaper for the 
government to borrow from extental rather 
than domestic sources. 

Evolution of hie Debt-Income Ratio 

Il is now possible to analyse the fiscal 
stance by examining the relationship 
between real intere.st rates agd growth. In 
.such a context, let d denote the ratio of 
internal debt to GDP at market prices, i c. 


Figuri: 11: Gross Fiscal Deficits, Interest Payments and Primary Deficits 
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Figure 15- Structure of linEREsr Rates 
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Figure 16: Evoi ution of the Debt-Income Ratio 
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Figure 18' Real Intf.rest Rates and Growth 
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d = ID/GDP. Then its evolution overtime 
is given by: 

Ad = (r - g)d + X ...(14) 

where Ad is the change in the debt-income 
ratio, r is the real rate of intere-st paid on 
the internal debt, i c, the implicit interest 
rate on internal debt (i^) less the inflation 
rate, g is the growth rate of real output, 
and X is the primary deficit to income ratio, 
i e, X = PD/GDP. 

In Figure 14. we have plotted the debt- 
income ratio (d) (breach year of the sample 
period, the corresponding differential 
between the real interest rate and the growth 
rate (r-g), as well as the primary deficit- 
income ratio (X). l^e results indicate that, 
for the first time since 1955-56, the real 
rate of interest exceeded the real growth 
rate in 1996-97 by 1.5 percentage points, 
and by almost 5 percentage points in 
1997-98. The results also indicate that 
movements in the debt-income ratio are 
closely related to its proximate determi¬ 
nants given by equation (14). For ex¬ 
ample, it is seen that the secular decline 
in d during the period 1959-77 was due 
to excessively negative levels of (r-g) 
hccauseof‘financial repression'; whilehigh 
values of x were responsible for the sub¬ 
sequent increase in d over the period 1977- 
94. What is worrisome about the current 
scenario is that from now on the positive 
values of (r-g) would reinforce the exist¬ 
ing positive primary deficits leading to an 
explosion in the debt-income ratio, imply¬ 
ing that a fiscal correction in the form of 
a primary surplus is urgently required. 

Real Interest Ratf.s and ICORs 

Becau.se fiscal sustainability is critically 
associated with the excess of the growth 
rate (g) over the real interest rate (r), i e, 
r - g < 0. it is important to examine the 
relationship between these two variables. 
In such a context, it is true that a rise in 
the real rate would, by weeding out un¬ 
productive investment, increase the pro¬ 
ductivity of capital. We thus initially 
hypothesise that there should be an in¬ 
verse relationship between the real rate of 
interest and the incremental capital-output 
ratio (ICOR), because the inverse of the 
latter is a measure of the productivity of 
capital. To obtain evidence in this regard, 
we initially obtained smoothed estimates 
of real interest rates and ICORs and these 
have been plotted in Figure 17.^ 

The evidence in this regard seems to 
suggest a negative association between 
real rates and ICORs which, although weak, 
cannot be disregarded. For example, 'he 
steady fall in r from 0.28 per cent to -4.1 
per cent during the period 1959-66 is 
distinctly associated with an equally steady 
rise in the ICOR from 2.70 to 3.47 during 
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Figure 19; Growth and Inflation 
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Roure 20: Cyclical Movements in Income DisniiBirnoN 
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this phase; while the subsequent increase 
in r to 2.49 per cent in 1969-70 is related 
to a fall in the ICOR to 2.76. This inverse 
pattern is by and large true right across 
the sample, especially over the cyclical 
variations in r during the period 1969-77 
and 1977-88, although the relationship 
seems to break down for the last two years 
of the sample, i c, 1994-96, what with 
increasing values of r being related to 
rising ICORs. Becau.se there is no theoreti¬ 
cal justification for this positive relation¬ 
ship, the pattern seems to suggest that 
there could be an optimal real rate and 
values in excess of this could be adversely 
affecting investment and thereby output, 
which is then reflected as a statistical 
increase in the ICOR. We will now ex¬ 
amine this possibility more exhaustively. 

Real Interl.st Rates and Growth 

Thus, while we have shown that a ri.se 
in the real rate would increase the producti¬ 
vity of capital (i e, decrease the ICOR), it 
is also true that an increase in the real 
interest rate could reduce the investment 
rate per se. As the growth rate is the product 
of the marginal productivity of capital and 
the investment rate, the overall effect of 
the real interest rate on the growth rate 
would depend on the relative magnitudes 
of these two conflicting effects; and based 
U|x>n the earlier results, it .seems plausible 


that at very high real rates, the negative 
impact would outweigh the positive impact, 
thereby causing a contraction in growth. 

To ascertain the validity of claim in the 
Indian context, we correlated five-year 
period averages of real interest rates on 
their corresponding five-year period aver¬ 
ages of the real growth rate and the re¬ 
sultant plot with the nine scatter points is 
presented in Figure 18. While most points 
cluster around low and negative values 
of r, the re.st of them do seem to bear 
out the contention that high real rates do 
indeed crowd out growth. To empirically 
establish this proposition, we estimated 
the following regression equation (with 
I-values in parenthe.ses): 

g = 5.09 + 0.4335r-0.1968r2; r2 = 0.70 
(2.9) (-3.4) ...(15) 

The corresponding fitted values yields 
the parabolic curve (denoted by AA’) in 
the figure. We then estimated a similar 
equation based on annual data over the 
period 1984-98 and the resulting fitted 
values yielded the .second curve (denoted 
by BB') and both of them unambiguously 
indicate that the giowth rate could be choked 
off at high real rales. This could be one of 
the many reasons as to why the growth rates 
since 1997-98 have decreased so substan¬ 
tially what with real rates averaging al¬ 
most 5 per cent over the period 1996-98. 


The cyclical trends observed in real 
intcre.st rates until 1990-91 (Figure 17) 
leads us to conjecture that, as the nominal 
rates were administered until then (render¬ 
ing them more or less fixed), there are 
cyclical movements in inflation which is 
not being reflected in the post-liberalisation 
phase because nominal interest rates were 
freed thereafter and allowed to reflect 
market conditions (including expected 
inflation). In an attempt to obtain evidence 
regarding the existence of business cycles 
and in order to ascertain whether inflation 
is pro- or counter-cyclical in the Indian 
economy, we generated smoothed esti¬ 
mates of the growth rale (g) and inflation 
rate (fl) over the sample period* and these 
have been presented in Figure 19. 

The results are extremely interesting 
because the empirical regularity in the 
ensuing patterns of growth is clearly remi¬ 
niscent of business cycle behaviour. After 
1961 -62, the fol lowing five business cycles 
are clearly visible; (i) the seven-year cycle 
between 1962-69; (ii) the eight-year cycle 
between 1969-77; (iii) the six-year cycle 
between 1977-83; (iv) the six-year cycle 
between 1983-89; and (v) the six-year 
cycle between 1989-95. While in each of 
these cases the growth rate has followed 
the classic pattern of fluctuating around 
a steadily increasing trend, it is seen that 
the peaks of the cycles arc relatively short- 
lived (around 1-2 years) as compared to 
the troughs (almost 2-3 years). It is also 
interesting to note that, except for the 
fourth cycle from 1983-89 which is a 
comparatively weak one, the inflation rate 
is clearly counter-cyclical with almost 
identical turning points and with the growth 
and inflation rates often coinciding at the 
peak ot the cycle. If the six-year pattern 
i.s. indeed an empirical regularity, then 
the recession ol 1997-98 is very much part 
of the sixth cycle which commenced in 
1995-96 and, going by the ob.scrved 
trends, the trough should have bottomed 
out in 1998-99. implying that over the 
next two years, we should be on the 
upswing of the cycle which will now peak 
\u 2000 - 01 . 

Inflation, Growth and 
Income Di.sTRiBirriON 

The empirical results in this concluding 
.section arc based on a World Bank re- 
.search project, led by Martin Ravallion 
and Gaurav Datt, that collated all the 
available data on income distribution for 
the Indian economy over the period 
1951 -92during which time the government 
of India undertook 34 surveys relating 
to the measurement of income inequality 
under the auspices of the NSSO. Thus, 
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It IS for the first time that such a unique 
data set (30 annual observations over a 42- 
year period) on Gini coefficienls is avail¬ 
able (Appendix VI; Series GI). and this 
should pnivide researchers with an oppor¬ 
tunity to undertake exhaustive empirical 
analysis on poverty, income distribution 
and growth for the Indian economy, in 
particular: and for developing countries, in 
general, because India is the only devel¬ 
oping country for which such a long and 
reliable time series measure ol income 
distribution exists. 

The purpose ol this final exercise was 
to examine the impact of inflation (rt) and 
growth (g) on the Gini index (GI), based 
upon the ba.sic premise that while inflation 
should naturally worsen income distribution, 
growth should, following the lead of 
Alcsinaand Rodrik (1994). amongst others, 
improve income distribution. As we were 
intere.sted in explaining the change in the 
Gini index (AGl), we used only the time 
senes estimates over the period 19Sb-93 
as these were the latest e.stimaies available 
on a continuous basis. The estimated 
equation (Rao and Nallari I996| is given 
below (with t-values in parentheses): 

AGI^I3 47?t-2.3 6lg: R‘ = ().K4 ...(16) 
(4.2) (-a..*!) 

The results v.iioicaie the hypothesis that 
growth (inflation) reduces (increases) 
income disparities. Both the c.stimatcd 
coefficients arc significant and the equa¬ 
tion explains 84 per cent of the variation 
in the dependent variable, which testifies 
tolherobu.stncssofthe relationship con- 
.sidering that we were explaining the ctiangc 
in, and not the level of, the Gini index. 

Using equation (16), along with data on 
actual inflation and growth, we predicted 
thcGini indexfroni 1993-94 onwards, and 
the entire series from 19.31-52 to 1997-98 
is plotted in Figure 20. The original data 
imply that the dislocation of the economy 
in 1991 -92 caased the Guii index to increase 
to 32.53 from its prcsious level ol 29.69 
in 1990-91; while the predictions indicate 
(hat tlie Gini index retuiiied to its pre¬ 
reform level only in 1996-97 and reduced 
further to about 28.73 in 1997-98. How¬ 
ever. the fact that it took almost li\e years 
of sustained growth and moderate infla¬ 
tion ffir income di.stribution to revert back 
to its pre-reform level highlights the 
difficulties involved in reducing income 
disparities. 

Finally, based upon the implications ol 
cqu.iti(m (16). we relate the Gini index 
to the differential betwc'n smoothed 
growth and inflation, i c, (g* - tt*), the 
presuinption being that they should be 
inversely tel.iteil The results are prc.sented 
in Figure 2<) v.lii,.!i n g only establishes 
the contention inu .dso suggests that 


variations in income distribution could 
depend upon the different phases of the 
business cycle. What is observed in this 
context is that while a fall in this diftcr- 
ential is clearly associated with a rise in 
the Gini index, a corresponding increase 
IS not as well reflected in a fall in the Gini 
coefficient. This indicates that the gains 
made in reducing income disparities dur¬ 
ing the upswing of a cycle can ea.sily be 
diluted during the downturn and. consid¬ 
ering the previous results which indicate 
that (he troughs of the business cycle last 
much longer than the peaks, (his only 
.strengthens our earlier conclusion that 
the quest for an equitable income distribu¬ 
tion could indeed be a long and arduous one. 

Ill 

Conclusions 

Despite certain problems left unresolved 
by our earlier exercise on data base con¬ 
sistency (reported m Part 1 ol this paper), 
we did, to a large extent, succeed in in¬ 
tegrating the various macro-economic 
aggregates which, in turn, has helped us 
in (his concluding pan to detect the struc¬ 
tural changes that have occurred in the real 
and financial sectorsol the Indian economy 
over the entire sample period, in general, 
and bet ween the pre- and post-liberalisation 
phases, in particular. 

In such a context, we identified many 
important empirical patterns and regular¬ 
ities, notably (he existence of business 


cycles, the counter-cyclical nature of 
inflation, the cyclical variations in income 
distribution, the twin deficits problem, the 
impact of absorption on reserves, the 
evolution of the debt-income ratio, the 
' relationshipbctwecn real interest rates and 
growth, the .sustainability of the fiscal 
stance, amongst others, which could act 
as theoretical guideposts fur the formula¬ 
tion of issues in the role and conduct of 
macro-economic stabilisation policy. 
Because the emphasis in this paper was 
on the detection of basic empirical regu¬ 
larities and not on the identification of 
structural breaks and related issues, we 
used relatively less sophi.sticated econo¬ 
metric techniques in the process. As such, 
the results obtained here vi.s-a-vis (he 
problem of pattern recognition arc heu¬ 
ristic and should only be treated as first 
approximations, although they would hope¬ 
fully enable researchers to translate the 
implied inter-relationships into various 
policy relevant solutions flir some of the 
urgent structural adju.siment problems 
confronting thclndianeconomy currently. 

In this context, one strand of thought 
was entirely devoted to the so-called “twin 
deficit" problem and consequently dealt 
with the determinants, decomposition and 
evolution ol the gross fiscal deficit and the 
current account deficit. Based upon cer¬ 
tain empirical regularities observed here, 
notably the impact of the llscal stance on 
the evolution of the debt-income ratio, we 


LiSIINC. or Slim l.MI.NIARY.yARIABl I S 


No 

Symbol 

Phenomenon 

Source 

1 

NYfc 

Nt)P tit factor cost (current prices) 

EPWRE (1998) 

2 

Yfc 

GUP at factor cost Icurrcnt prices) 

BPWRF(I998) 


Ymp 

GUP at market pnees (curtciu puces) 

EPWRP(I998) 

4 

Yfe(r) 

GDP at factor co.st (19X0 X1 prices) 

EPWRF(1998) 

S 

NYfur) 

NUP al ‘factor cost (1980-81 prices) 

EPWRF(|998) 

6 

K 

Nel fixed capilal slock (1980 81 prices) 

EPWRFt 19981 

7 

M3 

Broad money 

( I ) Vasudtvan il9KO) 

(II) Currency and Finance 

8 

P 

GUPdenalnr(l980 8l = 1) 

Cuiiipuled 

9 

‘ 

Nominal interest rale 
(one-year deposit rate) 

Currency and Finance 

(0 

K 

Noininul exchange rate (Rs per U.S $1 

P.irikh (1997) 

1 1 

rf;r 

Real exchange ra'e 

Compuied 

12 

IDc 

Internal debt (central goveriimctill 

Rajuramun and 
Mukhopadhyay (1998) 

13 

IPs 

Internal debt (state govemments) 

Raiaiaman and 
Mukliopadhyay (1998) 

(4 

II) 

Total internal debt 

Compuied as (l2)-r(l3) 

IS 

El) 

External debt 

ol the central government 

( 1 ) Chandhuk (1990) 

(ii)Ciirrciicy and Finance 

16 

'NT,, 

Interest payments on external debt 

( 1 ) Chandhok (1990) 
(ii)Currency and Finance 

17 

til 

Gini index 

Datl (1996) 


Note As tlic original cslimalcs nf the Gini indices were available on a discontinuous basis from 
I9SI-S2 Id 1992-93 (i e. .31 annual observations over a 42 year period), wc obtained a 
coinpleic data set by resorting to the following methodology: (i) Wc iniuaily extrapolcied 
these indices lor the penod 1993-94 lo 1997-98 using equation (16) and these have been 
marked with a double asterisk (**) in the data series, (ii) We then interpolated the missing 
values of these indices by employing a similar variant of this cqualion which was estimaied 
using llie relevanl data sel in the ncar-neighboiirlioud of lhe.se missing values All thc.se 
interpolations have been marked with a single asterisk (*) in tbe data .senes 
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did make modest attempts to study the 
contemporaneous movements in these two 
dellcits by invoking the third gap as well. 
However, any future efforts to study their 
inter-relationships more systematically 
must analy.sc the factors which caused 
these deficits in the first place. The CAD 
as well as the GFD are usually linked 
within a general equilibrium framework 
because their basic proximate determi¬ 
nants. mainly the rates of inflation and 
growth, are themselves endogenous 
variables. Thus, any meaningful analysis 
ofthe.se deficits would require that their 
iundamentai causes be .specifically identi¬ 
fied because the general equilibrium 
nature of the problem is not merely a 
theoretical llncpoint. The literature pro¬ 
vides three lines of approach for analysing 
responses towards such imbalances and 
the conclusions of most economists who 
have .studied the.se issues, u.sing an ex¬ 
tended three-gap version ol the conven¬ 
tional dual-gap analysis (which is a mere 
iormalisation of the rather eclectic ap¬ 
proach adopted in this paper), is that the 
twill deficits arc largely the result of the 
development strategics being followed 
by the country as well as the macro¬ 
economic policies pursued by its major 
trading partners. Therefore, reducing 
these deficits would probably, although 
not necessarily, entail a signilicant re¬ 
versal oflhc.se policies in order to correct 
ihe imbalances. 

With many dcvelop’iig countries irre¬ 
vocably committed to liberalisation, the 
issues ot the optimal sequencing of rc- 
lorms. in general, and the manner in which 
the real and financial sectors can be ex¬ 
pected to interact with and respond to the 
doineslic and external sectors, in particu¬ 
lar, IS becoming increasingly important. 
(Jnly when all these interactions are well 
iiiulci.stood will it be possible to predict 
the ellects ol policy-relevant variables 
such as interest i.ites, exchange rates, 
capital inflows, amongst others, on key 
iiiacio-economic outcomes such as in¬ 
flation. international reserves, savings, 
investment, fiscal deficits, BOP. income 
distribution and, above all, economic 
growth. Keeping this in mind, we ini¬ 
tially compiled the data (published in 
EPW. August 7) and later on, in this 
paper, carried out the relevant empirical 
investigations - ba.sed upon this data 
set - dealing with the recognition of 
patterns and regularities. In conclud¬ 
ing. we do hope that these two papers 
provoke interest in the measurement 
and identification ot basic macro-eco¬ 
nomic outcomes because this is prob¬ 
ably the only efficient way to obtain 
theoretical guideposts for the formula¬ 
tion of issues while de.signing .stabili¬ 


sation and growth-oriented adjustment 
programmes. 

Appendix 1 

SOML SUPP1.I-.MF,NTARY MaCRO-ECONOMIC 
Statlstics for the Indian Economy 

While we could have identified empiri¬ 
cal patterns and regularities based entirely 
on the data series pre.sented in Table 3*. 
we felt that their u.scfulncss would be 
greatly enhanced i f they were supplemented 
by some additional key macro-economic 
data on the Indian economy. As such, we 
selected the following 17 variables as being 
repre.sentative of .some of the important 
ones clo.sely iclatcd to our earlier set of 
variables. The listing of these variables 
(including symbol used and sources 
employed) is presented in the previous page. 

The corresponding data set pertaining 
to thc.se variables over the 48-year sample 
period 1950-51 lo 1997-98 is provided in 
Table 1. 

(Concluded) 

Notes 

1 ll nccd^ lo t>c nou-il that all figurc/equatiuii 
nunilier!. denoted liy an astensk (*) refer lo 
the eorrcspondin): figures/equaliuns in Pail I 
of Ihis pa(ier (piiblivlied in the previous issue 
ol EPW) 

2 While, fullimin): ilie lojiic of Table 7*. we 
could have delliied both these variables in 
lernis ol (Y*+AI-) doing .so would have le- 
sulted in a laiiuiiogical aeeounling lelaiion 
ship beeausi.. Iioiii equation (2S •). u is 
obvious that .\R */( Y*+AF) "s exaclly equal lo 
(I - (A/(Y*-i-,\I-)l 

t The Poiui SI lieiiieleehnic.Tll>'implies lhal 
•S - IN r,^ - -SB While 11 IS true that Ihc 
govemineni has i.-soited lo incre.ised iiiarKel 
hoiiowings -.line hheralisalion. vhieh is the 
prune eause tor ihe subsequent esealalioii ot 
iiiiemul debt, il would he unfair to siiggesi that 
this IS the only underlying reason lor Ihe 
ineiease in the INf/(iOP ratio dunng I'WI-VS. 
heeau.se ineieases ol idenliiul luid C' eii greater 
orders of inagniUide were witnessed during 
I9KI-8S and |UX(i-VO. respetlivels. when 
markel bonowiiig, were relatively negligihle 

4 In this lonle.M. il needs lo be noted ihal KE;R = 
E (Pf/P). wheie E is the nominal exeliange r.ile 
(Rs/$), P IS the iloiiieslie price level which was 
proxicd by liie (illP dellatni (1991-92 - 1). .md 
Pf IS Ihe foa-ign price level which wa.s pro.xied 
by the t'.S GNP dellalor (l9dl-42 - I) 

5 The smoulliing piocedure was earned oul as 
follows W-.- inili.illy smoothed oul the annual 
lime-senes data on GDP at factor cost (curn'iil 
prices) and GDP .it laeloi eo.si (.11 IV80HI 
prices). 1 e. itie senes Yfc and Yfc(i). respei- 
liv'ly. in l.ible I. by using five-yeai moving 
aveiages then divided the smoothed 
esiitii.iles ol Vfi bv ihc corresponding 
siiiouthed esliiii.'iles ol ^IlIi) lo ohiain 
smoolhed .-slimales of Ihc GDP detlaioi (P) 
These smoolhed esiimatcs of P wea- used lo 
generate smoolhed esiimales ot Ihe annual 
inllaiion rale (it' which, in turn, were used to 
obtain smoolhed ..stimaies of the leal inleiesi 
rale delined as Ihe ditlerenee between ihe 
oni -year deposit r il • and Ihe rate ol mflalion 
(I e. r -= 1 1 It) over the sample period Wc 
then smiHithed oul the annual time-series data 
on NDP al lactur vusi (al 1980-81 pnecs). 1 e. 


Ihe serie.s NYfc(r) in Table I, by using five- 
year moving averages We tlicn divided Ihe 
five period difference in net fixed capital 
stock (al 1980-81 prices), 1 c. the series K in 
Table I. hy Ihe corresponding fivc-perind 
diffea'nee in the siiuKilhed eslimatcsol NYfc(r) 
lo uhtain smoothed estimates of the ICOKs 
(K, - K,,)/(NYfc(i), NYfc(r),,) 

6 The smoolhed esiimales ol g were computed 
on (he basis of the smoothed estimates of 
Yfc(r) obtained earlier, while Ihe smoothed 
esiimales of it wea* the same as those used 
in the eompulalion of r 
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^ CHOHUNG BANK 

(Incorporated in Korea with a limited liability) 

MUMBAI BRANCH 


BALANCE SHEET AS ON 31ST MARCH, 1999 


(Rupees) 


PROFIT & LOSS ACCOUNT FOR THE YEAR 
ENDED ON 31ST MARCH. 1999 



CAHTAL & LIABILITIES 
Capital 

Reserves and Surplus 
Deposits 
Borrowings 
Other Liabilities and 
Provisions 

TOTAL 


ASSETS 

Cash and Balances with 
Reserve Bank of India 
Balances with Banks and 
Money at Call and 
Short Notice 
Investments 
Advances 
Fixed Assets 
Other Assets 

TOTAL 


Contingent Liabilities 
Bills for Collections 
Notes to Accounts 


As on 

31-03-99 

As on 

31-03-98 

345,397.526 

64.738.266 

908,577,920 

345.397.526 

53,048,819 

307,855,401 

60,000,000 

114.526.085 

56.264,350 

1.433,239.797 

822,566,096 

89,653,113 

29,227.391 

580,804,354 

233,254,812 

346,041,613 

7.410,968 

176,074,937 

1,543,755 

188,316,812 

461.588,004 

9.434.354 

132,455.780 

1.43.3.239,797 

822,566,096 

1.870.881,064 

1,609,452,562 

1,738,601.339 

1,477,544.254 



L INCOME 

Interest income 
Other income 

TOTAL 


EXFENDITURE 
Interest expended 
Operating expenses 
Provisions and 
contingencies 

TOTAL 


nL PROnT/IA>SS 

Net Profit for the period 
Profit brought forward 

TOTAL 


Year ended 
31-03-99 


126.303.586 

32.319.728 


(Rupees) 


Year ended 
31-03-98 


114.120.343 
21.560.242 


158.623.314 135.680,585 


15 23,230.869 

16 40.124.915 


42.500.000 


105.855.784 


52.767.530 

42.423,819 


20,829,748 

38.860,392 

34,797,508 


94,487.648 


41,192.937 

9.480.882 


95.191,349 50,673,«19 


IV. APPROPRIATIONS 

Transfer to statutory icservcs 
Transfer to other reserves 
Profit lenatted to Head Oflioc 
Proposed dividend 
Balance carried over to 
balance sheet 

TOTAL 

Notes to the Accounts 17 


10.565,000 

41.078,083 

43,548,266 


95.191,349 


8.250,000 


42,423,819 


50,673,819 



Notes and Schedules to the accounts form an integral part of the 

Notes and Schedules to the accounts form an integral part of the Profit 

Balance Sheet. 

and Loss Account. 

As per our report of even date attached 


For and on behalf of 


KHIMJIKUNVERJI & CO 

ForCHOHUNG BANK 

Chartered Accountants 

. 

Sd/- 

Sd/- 

(Shivji K. Vikamsey) 

Ill-Hwan Roh 

Partner 

General Manager & Chief Executive Officer in India 

Mumbai 


Dated; 30th June, 1999 
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^ CHOHUNG BANK 

(Incorporated in Korea with a limited liability) 

MUMBAI BRANCH 


SCHEDULES TO THE BALANCE SHEET 


(Rupees) 

(Rupees) 


As on 
31-03-99 

As on 
31-03-98 


As on 

31 03-99 

As on 
31-03-98 

SCHEDULE 1 - CAPITAL 

i. The amount brought in by banks 
by way of stait-up capital 

ii. Uniemitted profit 

iii. Head OfTice blocked amount 

iv. Nominal value of securities 

V. Amount of deposit kept with 

345.397,526 

345.397,526 

SCHEDULE 5 - OTHER 
LIABILITIES AND PROVISIONS 

L Bills payable 

E Inter-office adjustments (net) 
in. Interest accrued 

IV. Others (including provisions) 

1,473,557 

113,052,528 

353,498 
. 55,910,852 

RBI under Section 11(2) of 
the Banking Regulation 

Act, 1949 12.500.(X)0/- 



TOTAL (1, II. Ill & IV) 

114.526,085 

56.264,350 



SCHEDULE 6 - CASH & 



TOTAL (i, ii, iii, iv & v) 

345,397,526 

345,397.526 

BALANCES WITH RESERVE 
BANK OF INDIA 

L Cash in hand 

(including foreign currency 
notes) 

n. Balances with Reserve Bank 
of India 

(i) In Current Accounts 

(ii) In Other Accounts 



SCHEDULE 2 - RESERVES & 
SURPLUS 

L Statutoiy Reserves 

Opening Balance 

Additions during the year 

Sub Total 

n. Profit & Loss Account 

10,625,000 

10,565,000 

21,190,000 

43,548,266 

2.375,000 

8,250,000 

10,625,000 

42,423,819 

1,481,775 

88.171.338 

1,490.689 

27,736,702 

TOTAL (I & II) 

64,738,266 

53,048.819 

TOTAL(II) 

88,171,338 

27.736,702 

SCHEDULE 3 - DEPOSITS 

A L Demand Deposits 

(i) From banks 

(ii) From others 

TOTAL (I) 

633,948,665 

633,948,665 

274,601,106 

274,601,306 

TOTAL (I & II) 

SCHEDULE 7 - BALANCES 
WITH BANKS & MONEY 

AT CALL & SHORT NOTICE 

89,653,113 

29,227,391 

n. Savings Bank Deposits 
m. Term Deposits 

(i) From banks 

(ii) From others 

1,588,032 

273,041,223 

1,076,129 

32,177,966 

L In India 

(i) Balances with banks 

(a) In Current Accounts 

(b) In Other Deposit 
Accounts 

2,643 374 

883,439 

TOTAL(III) 

273,041,223 

32,177 966 


— 

TOTAL (I) 

2.643,374 

883,439 

TOTAL (I, II & III) 

908,577,920 

30V,855.40I 

(ii) Money at call and short 
notice 

(a) With banks 

(b) With other mstilutions* 



B (i) Deposits of broaches in India 
(ii) Dqiosits of branches 
outside India 

908,577,920 

307,855.401 

170,000,000 

151,000,000 


TOTAL (i) + (ii) 

908,577,920 

307,855,401 


TOTAL(ii) 

321,000,000 






SCHEPULE 4 - BORROWINGS 

L Bonowingi in .India 

(i) Reserve Bank of India 

(ii) Other bonks 

(iii) Other institutions and 
agencies 



TOTAL (i & ii) 

323,643,374 

883.439 

• 

40,000.000 

20.000.000 

E Outside India 

(i) In Current Accounts 

(ii) In Other Deposit Accounts 

(iii) Money at call &. short 

2.580,980 

660.316 

TOTAL(I) 


60.000.000 

notice 

254,580,000 

- 


TOTAL (i. ii & iii) 

257,160,980 

660,316 

n. Borrowings outside India 


- 

TOTAL (I& II) 

- 

60,000,000 

GRAND TOTAL (1 & II) 

580.804.354 

1.543.755 

Secured borrowings included in 

I A 11 above 


- 

* Deposits with Small Industries 
Development Bank of Ind<a. 
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^ CHOHUNG BANK 

(Incorporated in Korea with a limited liability) 

MUMBAI BRANCH 


SCHEDULES TO THE BALANCE SHEET 



As on 
31-03-99 

SCHEDULE 8 - INVESTMENTS 


1 Investments in India in. 


(i) Goveminent Securities 

183.254.812 

(li) Other approved securities 

- 

(iii) Shares 

- 

(iv) Debentures and bonds 

50.000.000 

(v) Subsidiaries and/or joint 


ventures 

- 

(vi) Others 

- 

TOTAL (i, ii, lit, iv, v & vi) 

233.254,812 

n. Investments outside India 


(i) Government Securities 


(including local authorities) 

- 

(ii) Subsidiaries and/or joint 


ventures abroad 

- 

(iii) Other investments 


(to be specified) 

- 

TOTAL (II) 

- 

GRAND TOTAL (I & 11) 

233.254.812 

SCHEDULE 9 - ADVANCES 


A (i) Bills purchased and 


discounted 

181,176 

(ii) Cash credits, overdrafts and 


loans repayable on demand 

292,532,437 

(iii) Term loans 

53.328.000 

TOTAL 

346.041,613 

B. (i) Secured by tangible assets 

259.028,436 

(ii) Covered by Bank/ 


Government guarantees 

- 

(iii) Unsecured 

87,013,177 

TOTAL 

346,041,613 

C. I. Advances in India 


(i) Prioi.ty Sectors 

- 

(ii) Public Sedor 

- 

(iii) Banks 

- 

(iv) Others 

346,041,613 

TOTAL 

346,041,613 

C.II. Advances outside India 


(i) Due from banks 

- 

(ii) Due from others 


(a) Bills purchased and 


discounted 

* 

(b) Syndicated loans 

- 

(c) Others 

- 

TOTAL 

- 

TOTA* 

346,041,613 


(Rupees) 



(Rupees) 

As on 


As on 

As on 

31-03-98 


31-03-99 

31-03-98 

138,316.812 

SCHEDULE 10 - FIXED ASSETS 
• L Premises 

At cost as on 31 March of the 
preceding year 



- 

Additions during the year 

- 

- 

50.000,000 

Deductions during the year 

- 

- 


Depreciation to date 

- 

- 


TOTAL 

- 

- 

188,316.812 

E Other Fixed Assets 

(including fiinutuic and fixtures) 
At cost as at 31 March of the 
preceding year 

24.484.488 


- 

Additions during the year 

1,594.500 

24.484.488 


Deductions during the year 

- 

- 

- 

Depreciation to date 

18.668.020 

15.050,134 

_ 

TOTAL 

7,410.968 

9,434,354 

— 

TOTAL 

7,410,968 

9.434,354 

188.316.812 

SCHEDULE 11 - OTHER ASSETS 
L Inter-office adjustments (net) 




n. Interest accrued 

39,923.156 

24,439.016 

42.050,322 

m. Tax paid in advance/tax 
deducted at source 

88,845,5.32 

47.540,925 

339.537,682 

80,000,000 

IV. Stationery and stamps 

- 

- 

V. Non-banking assets acquired in 
satisfaction of claims 



461,588.004 

VI Others 

47.306,249 

60,475,839 

280,135,514 

TOTAL 

176,074,937 

132.455.780 

181,452.490 

461,588,004 

SCHEDULE 12 - CONTINGENT 
LIABILITIES 

1 Claims against the bank 
not acknowledged as debts 




E Liability for partly paid 
investments 



461,588.004 

EL Liability on account of 

outstanding forward exchange 
contracts 

1 

513,060,000 

524,229.545 

461.58«:,004 

IV. Guarantees given on behalf of 
constituents 
(a) In India 

1,280,745.543 

1,001,752,280 

- 

(b) Outside India 

- 

- 


TOTAL(IV) 

1,280,745,543 

1,001,752,280 

- 

V. Acceptances, endorsements and 
other obligations 

56.976,604 

88.841,022 


VL Other items for which the botyt 
is contingently liable 

20,098,917 

123.778.492 

461,588.004 

TOTAL 

1,870,881,064 

1.738.601339 
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^ CHOHUNG BANK 

(Incorporated in Korea with a limited liability) 

MUMBAI BRANCH 


SCHEDULES TO PROFIT & LOSS ACCOUNT 


(Rupees) 

(Rupees) 



Year ended 

Year ended 



Year ended 

Year ended 



31-03-99 

31-03-98 



31-03-99 

31-03-98 

SCHEDULE 13 - INTEREST 



SCHEDULE 16 - OPERATING 



EARNED 



EXPENSES 



L 

Inlerest/discount on 
advances^ills 

67,596,90b 

68,813,381 

L 

Payment to and provisions 



U. 

Income on investments 

30,149,614 

28,421,566 




ID. 

Interest on balance with 

Reserve Bank of India and 
other inter-bank funds 

27,858,423 


for employees 

9,499,232 

8.412.108 


15,865,508 

IV. 

Others 

698,643 

1,019,888 

II. 

Rent, taxes and lighting 

13.439,973 

13.329,293 


TOTAL 

126,303,586 

114,120,343 

m. 

Printing and stationery 

Advertisement and 

311.120 

322,428 

1 

SCHEDULE 14-OTHER INCOME 



rv. 







L 

Commission, exchange and 
brokerage 

11,725,572 

9,820,007 


publicity 

50,400 

33,000 

a 

Profit on sale of investments 
Less: Loss on sate of 

(77,000) 


V. 

Depreciation on bank's 




investments 

- 




m. 

Profit on revaluation of 
investments 

Less: Loss on revaluation of 

- 

- 


property 

3,617,886 

6.101.298 


investments 


- 

VI 

Director's fees, allowances and 



IV. 

Profit on sale of land. 




expenses 

28.400 

14,000 


buildings and other assets 

Less: Loss on sale of land. 


■ 






buildings and other assets 

- 

- 

vn. 

Auditor's fees and expenses 

150,000 

157,500 

V. 

Prorit on exchange transactions 
Less: Loss on exchange 

17,875,006 

8,880,890 






transactions 


- 

vin. 

Law charges 

695,140 

162,880 

VI 

Income earned by way of 
dividends etc. from subsidiaries/ 








companies and/or joint ventures 



DC. 

Postage, Telegrams, 

Telephones etc. 



vn. 

Miscellaneous income 

2,796,150 

2,859.345 


1,150,498 

1.285.655 


TOTAL 

32,319,728 

21.560.242 

X 

Repair and Maintenance 

2,607.506 

2,120,379 

SCHEDULE 15 - INT EREST 
EXPENDED 



XI 

Insuranc-; 

675,330 

498,843 

L 

n. 

m. 

Interest on deposits 

Interest on Reserve Bank of 
India/inter-bank borrowings 
Others 

19,745.587 

1,108,159 

xn. 

Other expenditure 

7,899,430 

6,423.008 

1,865.072 

1,620,210 

12,535,204 

7,186,385 






TOTAL 

40.124,915 

38.860.392 


TOTAL 

23,230,869 

20,829,748 
















Economic and Politica] Weddy August 14, 1999 


2361 

























CHOHUNG BANK 

(Incorporated in Korea with a limited liability) 

MUMBAI BRANCH 


Schedule 17 - Notes to Accounts for the Period Ended 31st March, 1999 

I. PRINCIPAL ACCOUNTING POLICIES 

1. General 

The accompanying statements have been prepared on historical cost basis and in accordance with the generally 
accepted accounting principles and practices prevailing in the country. 

2. Revenue Recognition 

Income and Expenditure are accounted for on accrual basis except in the follovring cases: 

(a) Interest on Non-Performing Assets is recognised on realisation basis as per RBI guidelines laid down by Reserve 
Bank of India (RBI). 

(b) Interest which remains overdue for 2 quarters on securities not coveted by Government guarantee ts recognized 
on realisation basis as per RBI piidelines. 

3. Transactions Involving Foreign Exchange 

i) Transactions during the year in currencies other than Indian Rupees are recorded at the exchange rates prevailing 
on the date of the transactions. 

ii) As of the Balance Sheet date. Monetary assets and liabilities are translated at exchange rates notified by Foreign Exchange 
Dealers Association of India (FEDAl) and Profits or Losses arising from such transactions are included in the Profit 
and Loss Account. 

iii) Contingoit Liabilitin in currencies other than Indian Rupees are disclosed as under: 

(a) Bill for Collection is held by bank on behalf of customer at contracted rate. 

(b) Guarantees are stated at contracted rates. 

iv) Profit or loss on Pending forward contracts has been accounted for. 

4. Investments 

Investments in approved securities are classified into "Permanent” and “Current” categories as per R.B.l guidelines. 
Permanent Investments include those investments which are intended to be held by the bank till maturity or on 
long term basis. 

Investments are valued as per guidelines laid down by R.B.l as under. 

i) Permanent investments are valued at cost. 

ii) Current investments have been valued at lower of cost or market value. For the purpose of considering the market 
value, Stock Exchange quotations wherever available have been taken and where the investments are not quoted 
on the Stock Exchange, the same have been valued as per the norms laid down by Reserve Bank of India. 

5. Fixed Assets & Depreciation 

i) Fixed Assets are stated at historical cost. 

ii) Fixed assets are depreciated on the Reducing Balance Method at rates which are higher than those prescribed 
in Schedule XIV of the Companies Act, 1956. The principal rates of depreciation used by the bank are as under 

Electronic Data Processing Equipments, 

Movable Furniture & Fixtures and Other Equipments d 45.10% 

Other Furniture & Fixtures 9 20.00% 

iii) Depreciation on assets acquired during the period is provided on pro-rata basis from the month of additioa 

iv) The expenditure incurred for addition/modificat’on to leased/tenanted premises are capitalised and the depreciation, 
on the sanw, is provided as mentioned in (ii) above. In the year of expiry of the leaseAenancy the written down 
value of the assets not transferred to the new premise will be fully depreciated/written off. 

6. Retirement & Other Staff Benefits 

Gratuity is Provided on the basis of the Payment of Gratuity Act. 1972. The amount of bonus payable as pa Payment 
of Bonus Act, 1965 is provided for and charged to the Profit & Loss Account. 

7. Advances 

Provisions for loan losses is made in respect of identified Advances based on the provisioning guidelines issued 
by R.B.l. 
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M CHOHUNG BANK 

(Incorporated in Korea with a limited liability) 

MUMBAI BRANCH 


II. NOTES FORMING PART OF THE ACCOUNTS 

1. As required by the Accounting Standard - 6 on Depreciation Accounting and Accounting Standard - 10 on Accounting 
of Fixed Assets, issued by the Institute of the Chartered Accountants of India, the details are disclosed as under: 

(In Rupees) 


Particulars 

Gross Block (At Cost) 

Depreciation 

Net Block 

As at 
31/3/98 

Additions during 
the year 

■miM 

Upto 

31/3/98 

For the 
Year 

Total upto 
31/3/99 

As at 
31/3/99 

As at 
31/3/98 

Other Equipments 
Furniture & Fixtures 

18,511,696 

5,972,792 

444,500 

1,150,000 

18,956,196 

7,122,792 

12,410,228 

2,639,906 

2,793,235 

824,651 

15,203,463 

3,464.557 

3,752,733 

3,658,235 

6,101,468 

3,332.886 

Toul 

24,484,488 

1,594,500 

26,078,988 

15,050,134 

3,617,886 

18,668,020 

7,410.%8 

9.434,354 

Previous Year 

24,275,021 

209,467 

1 

24,484,488 

8,948,836 

6.101,298 

15,050,134 

9.434,354 

15,326,185 


2 . 

3. 


Previous period’s Figures have been regrouped & rearranged wherever necessary. 
Additional disclosures in terms of RBI guidelines. 



1998-99 

1997-98 

a) Percentage of shareholding of the Government of India in the 



nationalised Banks 

- 

- 

b) Percentage of net NPAs to net Advances 

c) Provisions and contingencies include: 

1.88% 

1.41% 

i) Amount of provisions made towards NPA 

Nil 

716,309 

ii) Amount of provision made towards depreciation in value 
of investments 

Nil 

Nil 

iii) Provision for Income Tax during the year 

42..500.000 

34,081,199 

d) Amount of sub-ordinated debt raised as Tier II capital 

e) i) Gross Value of investment 

Nil 

Nil 

In India 

233.254.812 

188,316,812 

Outside India 

- 

- 

ii) Aggregate of Provisions for Depreciation on Investments 



In India 

Nil 

Nil 

Outside India 

Nil 

Nil 

iii) Net Value of Investment 



In India 

233.254,812 

188,316,812 

Outside India 

Nil 

Nil 

0 Business Ratios: 



i) Capital Adequacy Ratio - Tier I capital 

42% 

46% 

ii) Capital Adequacy Ratio - Tier II capital 

Nil 

Nil 

iii) Interest income as a percentage to working funds 

8.81% 

13.87% 

IV) Non-interest income as a percentage to working funds 

2.26% 

2.62% 

v) Operating profit as a percentage to working funds 

6.65% 

9.24% 

vi) Return on Asset 

2.34% 

4.15% 

vii) Business (deposit plus advances) per employee 

72,844,533 

51,296,227 

. viii) Profit per employee 

3,517,835 

2,746,196 


For and on behalf of 
KHIMJl KUNVERJl & CO. 
Chartered Accountants 
Sd/- 

Shtyji K. Vikamsey 
Partner 


Fur CHOHUNG BANK 


Sd/- 

Ill-Hwan Roh 

General Manager &. Chief Executive Officn in India 


Mumbai, 

Dated: 30th June, 1999 
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^ CHOHUNG BANK 

(Incorporated in Korea with a limited liability) 

MUMBAI BRANCH 


Auditors* Report on the Mumbai Branch of ChoHung Bank, Situated at Mumbai 
Under Section 30 of the Banking Regulation Act 1949 


We have audited the attached Balance Sheet of the Mumbai Branch of CHOHUNG BANK as at 31st March, 
1999 and also annexed Profit and Loss Account for the year ended on that date. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions 
of sub-sections (I), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, 
the Balance Sheet and the Profit and Loss Account together with the notes attached thereto are not required 
to be and arc not drawn up in accordance with Schedule VI to the Companies Act, 1956. The accounts are, 
therefore, drawn up in conformity with Form.s ‘A’ and ‘B’ of the Third Schedule to the Banking Regulation 
Act, 1949. 

We report (hat; 

1. We have obtained all information and explanations, which to the best of our knowledge and belief were 
necessary for the purpose of our audit and found them to be satisfactory. 

2. The transactions which have come to our notice have been, in our opinion, generally within the powers 
of the Mumbai Branch. 

3. In our opinion, proper books of accounts as required by law have been kept by the Mumbai Branch, so 
far us it appears from our examination of those books. 

4. The above mentioned Balance Sheet and Profit and Loss Account of Mumbai Branch, dealt with by this 
icport are in agreement with the books of account. 

5. In our opinion, and to the best of our information and according to the explanations given to us the Balance 
Sheet and Profit and Loss Account, together with the notes thereon, give the information required by the 
Companies Act, 1956, in the manner so required for Banking Companies and on such basis the said Balance 
Sheet gives a true and fair view of the state of affairs of the Mumbai Branch of the Bank as at 31st March, 
1999 and in case of Prom and Loss Account gives a true and fair view of the profit of the Mumbai Branch 
of the Bank for the year ended on that date. 


For and on behalf of 
KHIMJl KUNVERJI & CO. 
Chartered Accountants 
Sd/- 

Shivji K. Vikamsey 
Partner 

Mumbai. 

Dated; 30th June, 1999 
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Shastri linlo-C’anadian Institute 
FELLOWSmrS FOR riA' l/Al 2000-2001 


CANADIAN STUDIES FELLOWSHIPS FOR 2000-2001 

The Department of Foreign AfTairs and International Trade, Government of Canaria, through Shastri Indo-Canadian Institute, 
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Electoral Politics in India, 1989-99 

The changing outcome of the electoral game in this decade may be seen 
as the reflection of a fundamental transfonnation in the terrain of politics 
, which in^rn is anchored in the process of social change. While the 
^stryctu^*l)f choice inherent in elections has undergone change, the exercise 
.^f ll^ ^io^ce IS not necessarily the act of sovereignty that it is meant to 
cmocracy. 2393 By a combination of subtle redefinition and 
.^diefous alliances, the BJP has been able to change the composition of 
iQ se^l base and venture out from its nesting ground in the north. 2511 
‘diverse social profile that the Congress had cultivated in the past 
*^rough active political mobilisation is non-existent today and it has been 
..'reduced in most stales to picking up votes that other parties have not 
been able to mobilise. 2518 With dc-ritualisation, ca.stc now operates in 
a different newly-cmergcnt system of social strutirication where members 
of different castes form themselves into larger horizontal social groups 
and are competing for entry into the middle class, changing thus its 
pre-independence character and composition. 2502 Notwithstanding the 
BJP’s recent spread into all regions of Uttar Pradesh, there are structural 
limitations - in the form of rigid caste polarisations and the strong social 
bases of the SP and llie BSP - to its emergence as a dominant broad-based 
party in the image of the Congress of the past. 2400 In Bihar, while 
there arc clear indications, in the changing social composition of political 
representation, of the important role that the middle castes arc playing, 
the emergence of broad-based social configurations rather than 
‘backwardism’ may be the future characteristic of politics in the state. 2472 
The articulation of the aspirations of different social groups, especially of 
those in the subaltern ranks, has contributed to the volatility of their 
electoral support in Andhra Pradesh. In the process parties which have 
encouraged articulation of particular caste aspirations may well turn out 
to be the losers. 2449 The pre-eminence of the Congress in Maharxshtra 
is based on two disjunctions; while it claimed to represent the oppressed, 
it was a maratha-kunbi dominated party; similarly, while it drew support 
from rural voters, it .served urban interests. The BJP-Shiv Sena alliance 
shows no such di.sjunction between material and political dommatirn. 2409 
In Gujarat the traditional social support bases of the Cong.ess have been 
either won over or neutralised by the BJP. 2423 The Congress lias 
attempted to widen its support base in recent years among the OBCs and 
IS projecting itself as the ‘natural’ choice of the poorer clasiscs in 
Karnataka. 2440 The movement away from traditional ccntnpetalisl 
politics and the movement for a separate state of Uttarakhand makes the 
region a distinct political entity which yields interesting insights into 
electoral processes. 2459 The mechanisms of accountability, democracy’s 
chief virtue, do not seem to deter the current cnip of political leaders of 
all parties in Goa and the politics of pragmatism makes party ideologies 
irrelevant. 2434 In Himachal Pradesh, physiographic and demographic 
factors have come to exerci.se much influence on electoral politics. 
However, the struggle for power on caste lines is not as visible or 
intense here as elsewhere. 2465 In its transition to modern representative 
democracy, the electoral agenda in Meghalaya is still largely determined 
by clan and kinship loyalties in tribal communities and both the BJP and 
the Congress have had to take cognisance of this. 2481 In Assam a 
number of smaller ethnic communities arc beginning to carve out areas of 
influence through their respective parties, which accounts for the fact 
that national parties have not been able to pose an effective challenge to 
these regional forces. 2492 




LETTERS TO EDITOR 


Role of Rajya Sabha 

THE argumcntN for and against the hold¬ 
ing a special session of the Rajya Sabha 
to discuss the Kargil conflict were covertly 
political. The author of ‘Rajya Sabha: 
Redefining its Role’ (July 24) has wisely 
separated them from the larger question 
and dealt with the issues concerning the 
interregnum between two Lok Sabhas when 
the Rajya Sabha is the only wing of the 
union parliament, which is in existence. 
The point made is that it is the only rep¬ 
resentative wing available for consulta¬ 
tion by the caretaker government. Even for 
the pre.sident. it is a forum he could turn 
to for some sort of an advice on the pre¬ 
vailing view on important matters of 
government policy. A conundrum for 
constitutional expeils has also been posed: 
Lok S abha, i s the power gi ver to the council 
of ministers, the council loses Lok Sabha’s 
confidence, Lok Sabha loses its existence; 
in the circum.stances is the council com¬ 
petent to advise the president? 

To understand the conundrum, one needs 
to address some basic is.sues including the 
role of the president between elections. 
Mean whi Ic, it would be wise to look closely 
at the Rajya Sabha and recall its position 
in a bicameral parliament. The ‘rajya' in 
its name refers to the states of the union. 
The English title is council of states. Of 
the two houses of parliament it is the upper 
one bccau.se it is expected to function as 
a house of elders. I'he intention of creating 
the Rajya Sabha was to provide a sounding 
board to test legislative policies, as well 
as a forum of advice and guidance, which 
would include voices from the states and 
the perceptions of persons of eminence 
from the arts and sciences, mass media, 
sports, etc. The latter would be brought 
in by nominal r n, as they would in the 
ordinary course not enter any electoral 
fray. Political groupings, protestations 
based on party loyalties, unruly conduct 
and such do not fit into this picture. 

The pristine concept of the Rajya Sabha 
found in the Constitution has been muti¬ 
lated out of recognition by the venality of 
political parties. The house of ciders is no 
longer a body of sober debate and mature 
guidance. The utter cynicism with which 
political parties have collared seats in the 
Rajya Sabha mocks the Constitution. It is 
fractured on political lines and all mem¬ 
bers behave like they form a diluted ver¬ 
sion of Lok Sabha. We have the .spectacle 
of otherwise enlightened and responsible 
individuals hypocritically seeking to .speak 
for far-ofi places other than their nativity. 


and of lawyers nominated for their emi¬ 
nence as jurists unhesitatingly acting as 
the mouthpiece of a political party. As a 
political scientist has put it: Presently the 
Rajya Sabha represents none and dis¬ 
charges no special functions except to act 
as an appendix or a second chamber of 
a unitary system of government. No, the 
Rajya Sabha is not what it should be. The 
Rajya Sabha of the Constitution needs to 
be restored to its original status and func¬ 
tioning. This is all the greater need when, 
as now, an increasing dose of federalism 
is flowing into the Indian polity. Mean¬ 
while, the voice of the people and the 
counsel of the wise are not to be equated. 
They occupy different political spaces. As 
a representative house the Rajya Sabha is 
not a substitute, and cannot be a surrogate, 
for the Lok Sabha except for those who 
have mangled the intention of the Con¬ 
stitution. 

MAS Rajan 

Bangalore 

State Terror 

HAVE you ever been into Southall train 
station? If you have, do you remember 
seeing a pleasant-looking Sikh guy wear¬ 
ing a blue turban? Balbir Singh has been 
working for Itiames Train services for at 
least a decade. But now, since June 24, 
on a trip to India, he has been detained by 
Indian police at Delhi airport for allegedly 
‘bringing in RDX to blow up parliament’. 
He was on his way to a wedding at the 
time, but instead of celebrating has been 
imprisoned and subject to torture. He was 
on his way to being transferred to the 
notorious l^njab police when media and 


international pressure curtailed the move, 
and now he’s awaiting trial. His wife only 
suspected something wrong when he did 
not phone on arrival. His relatives man¬ 
aged to get his whereabouts a few days 
later. He has five children - aged between 
7 and 14, the eldest being physically dis¬ 
abled, and very much dependent upon his 
income for livelihood. From what I know 
about Indian prisons, they are infested with 
rats, cockroaches, mosquitoes amongst 
other dangers. Anyone who has come out 
of them has suffered from, at best, malaria, 
at worst, AIDS. Every day he stays in there 
he is courting death. And knowing the 
Indian litigation system, that could be 
months if not years. Why am I doing this? 
Because I used to see the man at Southall 
train station from 1991, and 1 remember 
him as a smiling, polite and hard-working 
guy. The last time I .saw him was two 
months ago on his way to the office. The 
man apprehended could have been my dad 
- an innocent abroad who happened to be 
wearing a turban. Also what happened tex 
the wedding gifts? I'd hate to think. 

I want to .spread this news to as many 
people as possible so that it would have 
knock-on effect. If you are as shocked and 
upset as I am plea.se do likewise. Silence 
is itself a kind of conspiracy. If you want 
to do something more about it, write to 
your local MPs, the Indian Embassy, 
journalists, any suitable organisations in 
UK or in India, Indian ministers and 
politicians (if they can spare a moment 
from election fever), etc. For more in¬ 
formation, contact 0181 840 3222 or 
e-mail: psing@bruokes.ac.uk me. 

Pritam Singh 
UK 
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Polarisation and Consensus 


D O poll manifestos matter? Political parties forget them 
the day after polling; the vast majority of voters never get 
a chance to see them and, in any case, are influenced in their 
voting behaviour by more proximate concerns such as the 
caste of the candidates and how they promise to solve local 
problems. Manifestos are still worth our attention hecau.se 
they offer several things important in a democracy: one, a 
standard of performance against which sub.scquent 
achievements can be measured; two, a measure of the issuing 
party’s clarity on policy; three, articulation of the popular 
^consensus on major themes - parties that entertain reasonable 
hope of getting elected to power say what they believe the 
voters would like them to say rather than what they actually 
stand for. 

There is a great deal of similaritv between the manifestos of 
the Congress and the BJP-led National Democratic Alliance. 
Both present sceular, inclusive visions, want eeonomic reform 
in the present direction and at the current pace, seek sound 
federal relations, call for stronger defence, promise to 
strengthen decentral ised, pro-poor development. This is worthy 
of note on its own. The polity has become relatively more 
polarised than in the past between the BJP-led front and the 
Congress camp but the area of consensus between the two 
sides has expanded. This is a direct result of the BJP’s 
realisation that it cannot become the ruling party of the 
country oy continuing with its sectarian Hindutva agenda. To 
|broadcn its direct appeal and indirect reach through allies who 
would have none of Hindutva, the BJP has been trying to 
substitute good governance as its defining characteristic in 
place of identity politics. 

The BJP has refrained from having a manifesto of its own. 
The common manifesto of the BJP-led NDA has called for a 
moratorium on contentious is.sucs. BJP leaders have clarified 
that the contentious issues arc the demand for building a Ram 
temple at the site of the demolished mosque at Ayodhya, 
scrapping Article 370 of the Constitution which gives Jammu 
and Kashmir certain degrees of treedom not enjoyed by other 
states and instituting a uniform civil code in place of the 
communitywise personal laws currently followed. That a 
moratorium is not quite the same thing as giving up became 
clear in the subsequent controversy over the BJP’s commitment 
to these demands. Their unapologetic espousal by party 
general secretary Govindacharya, outright rejection by prime 
minister Vajpayee and indefinite deferment by spokesperson 
Venkaiah Naidu reveal that the BJP’s evolution into yet 
another centrist party is far from complete and remains a 


source of severe intra-party strain. The NDA manifesto’s 
obsession with Vajpayee’s visuals and Vajpayee’s putative 
achievements also reflects the BJP’s desire to put its liberal 
face forward. 

The NDA and the Congress both seek electoral reform to 
eliminate criminals and reduce money power. The NDA 
manifesto does make a crucial demand that the Congress does 
not: review of the Constitution. Its operational significance in 
the 13th Lok Sabha might be insignificant, but it is significant 
tor the window it offers the BJP to push forward its own 
agenda, whether under moratorium or not. 

The Congress and the NDA both want the economy to 
grow by 7-8 per cent a year. Both will try to legislate fiscal 
responsibility. Both manifcsto.s^ stand for better federal 
relations. However, both manifestos also do violence to the 
constitutional division of responsibilities between the centre 
and the states by burdening their prospective governments 
with extensive activism in areas of state-level responsibility. 
That this makes a mockery of their professed commitment to 
fiscal discipline escapes the attention of both manifestos. 

Both the Congress and the NDA aim at foreign investment 
of around $ 10 billion a year, including in the insurance sector. 
Both want to create a non-segmented market in India and 
therefore a switchover to value added taxation. Neither talks 
about privatisation of the public sector, although restructuring 
of the public sector and disinvestment aie favoured. The 
Congress is more forthright on trade reform, seeking tariffs of 
Asian levels very soon. The NDA has abandoned the traditional 
stance of WTO-bashing and merely seeks to assert India’s 
rights in the forum. This means that trade liberalisation will 
prcxiced at the pace required by India’s membership of and 
commitment to the world trade body, whoever forms the 
government. The overlap between the economic agendas of 
the two sides will help the new government pass laws: they 
have to co-opetute in the Rajya Sabha where neither side will 
have a majority, whoever commands a majority in the Lok 
Sabha after the elections. 

Both the NDA and the Congress manifestos reflect their 
concern for industrial restructuring. However, neither finds 
the i-ourage to say that laws that prevent such restructuring 
and permit redeployment of resources from inefficient 
managements to efficien: ones will ruthlessly be changed. 
This shows that for India’s major political parties reform 
remains something that has to be introduced by stealth. If 
either political camp secs overhaul of the country’s economic 
laws, including those relating to industrial relations and 
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coqiorate control, as a necessary part of 
rofotm required to generate last growth 
that will abolish poverty and unemploy¬ 
ment. they s lux ise to kecpquiei in their mani- 
lesio.s about any .such radical convictions. 

Both carry Idrwaid the statist tradition 
ol India's political parties While mohil- 
isaiiori ol the people lor essential regener¬ 
ation of society, in terms of education, 
hygiene, health, intercommunity amity 
and participation in local government does 
not call lor the instrumentality of the state, 
the Congress and the NDA, as well as the 
l.elt parties, portray this as a state liinction. 
The vision ol politics revealed by the 
manifestos is that of a process ideiiiified 
with the exercise ol slate power. To con¬ 
ceptualise a political parly us an agency 
that awakens, organises and articulates the 
democratic urges ol the population is 
beyond these manifesios. 

The parties’ commitment to fiscal relomi 
is suspect, tor a variety of reasons. Both 
the NDA and the Congress believe in 
extensive and intensive stale activism to 
tackle each and every social ill. .Such 
aelivis'ii lakes the empirical lorm of 
schemes, programmes, buildings, stall and 
maiciiel. The NDA, in (act, calls lor “all 
kinds of subsidies” lor the rural population. 
This s|K*lls expenditure. The BJP’s record 
on fiscal 'estraint gives no credence to it.s 
promise of future discipline. The sudden 
surge in the stales’ fiscal deficit Irorii less 
than 3 per cent of GDP to more than 5 per 
cent ol GDP in IWS-99 surely rcllects the 
BJP government' s dependence on regional 
parlies that run state governments with a 
huge appetite tor debt. After all, no slate 
govemnieni that owes the centre money 
can raise a single rupee of liesli debt 
without the centre’s permission. .Such 
vulnerabilities will haunt an NDA govern¬ 
ment as well. Furthei, the BJP-led govern- 
menf.- refusal to raise retail prices of 
petroleum products although oil prices 
more than doubled during its brief tenure 
shows little sign .)! fiscal responsibility. 
Such ol (-budget items as the oil pool deficit 
and the public scctorundertakings’ borrow¬ 
ings matter, along with the i ombined fiscal 
deficit of t!.c states and the centre, when it 
comes to macro-economic management. 
The measureof this total claimon funds by 
ihc government sector is the gross public 
sector borrowing requirement. The- 
reforming /eal of the Congre.ss had failed 
to lower the PSBR from around 10 per cent 
of GDP during its l‘)91-96 stint. 

In sum, given their political timidity 
tA'er breaking with traditional notions of 
Me .1.lie's role in the economy and given 
ihen in c nd m olfice, the manifesios of the 
two iiia)i)r eoiitenders for power offer the 
prospect ol middling reform at a middling 
pace ill let tin.- eleeiions 


NUCLE.AR DOCTRINE 

Mainstreaming the Debate 

THE announcement of an Indian nuclear 
policy by the National Security Advisory 
Board (NSAB) came as no surpri.se. After 
all this is simply a doeumentation of the 
government's nuclear agenda which 
opened with the Pokhran tests, an agenda 
which has not been given the stamp of 
approval yet, not having been subject to 
parliamentary debate. What is curious is, 
of course, its timing. Announced and 
released at a time when the country is in 
Ihc throes of elections after which, regard¬ 
less of who retui ns to power, the govern¬ 
ment will have a changed composition, 
the nuclear policy document ensures that 
no political party can afford to a void setting 
out a clear policy .statcmeni on the nuclear 
i.ssiic In fact that is its slated purpose: “to 
entourage public debate on the topic”. 

Insofar as it has put down on paper 
views on nuclc weaponisation which 
one presumes ai. .nose of the BJP-led 
government, it is m ilie nature of a gambit 
which if pursued will cfleclively prepare 
Ihc ground lor the long-overdue public 
debate on nuclear issues. Taken further. 
It may well be the first major step towards 
articulation ol well-founded mass opinion 
not only on the nuclear issue but issues 
iclaliiig to wea|)ons of mass dcstmclion 
in general. It is not that there has been no 
public debate, but these have generally 
remained on the fringes, on the platforms 
of alternative .streams of opinion In the 
pa.si while political parties have had a 
‘consensus’ on nuclear weapons, that 
consensus has not been arrived at through 
public debate. In consequence, Ihc nuclear 
issue came into the pubic arena for some 
specific reasons, such as the signing of the 
Nuclear Proliferation Treaty, and the 
debate has necessarily been a Iraciured 
one. At another level, there has been a 
curious disjuncturc: political parties have 
by and large quite impressively and whole¬ 
heartedly supported the ‘peaceful ’ develop 
ment of nuclear power, etc, again without 
debate, even whi'e protesting loudly on 
the nuclear i.ssue. With the Pokhran tests, 
the disjuncturc has been even more 
sharp, with nuclear power issues almost 
acquinn^ a sacrosanct status, a status seen 
to be violated by India’s entry into the 
nuclear weapons arena through the nuclear 
tests. 

A first criticism of what has Been tilled 
the Indian Nuclear Doctrine would be that 
It is silent on aspects other than 
weaponisation. Nowhere, not even in the 
prcaniMc, is there a suggestion (one would 
not expect anything more in a brief docu¬ 
ment) that there are other critical issues 


to be dealt with. It is hardly necessary to 
point to the links between a ‘peaceful’ 
nuclear programme and weapons. And in 
India, the rationale for the huge invest¬ 
ment in nuclear power and its develop¬ 
ment has never been debated at any level. 
This is another area of ‘con.sensus' with¬ 
out debate. That there is so little compre¬ 
hension of the impact of nuclear damage, 
by whatever source, is evident in what the 
document has to say on 'safety* and ‘dis¬ 
aster control’. The ensuring of ‘tamper 
proof procedures and systems’ to prevent 
unauthorised use of nukes is just one aspect 
of safety ; the other more important aspect 
is to ensure that those who deal with them, 
those who manufacture them - at all stages 
- are safe and those who may be exposed 
to accidental releases may be rendered the 
best possible care. Moreover, safety is not 
a limited concept - fur after all to make the 
environment safe for people the govern¬ 
ment must attempt to put them at least 
risk from severe damage and death. The 
very production and build up of nuclear 
weapons makes this impossible. Brajesh 
Mishra’s remark on the responsibility and 
restraint of our political leadership as 
demonstrated in Kargil - “as you would 
expect from the largest democracy in the 
world” - hardly inspires confidence. And 
as for disaster control, in India this has not 
been possible fur even the sca.sonal natural 
disasters, often predictable, which take so 
many hundreds of lives, nor for mishaps 
in arcus potentially at risk as for instance 
around chemical plants. To imagine that 
Tmdcr the nuclear umbrella an appropriate 
system would be developed for an emer¬ 
gency the likelihood of which is officially 
regarded as remote is absurd. 

It would be easy enough to dismiss the 
drK'umcnt as yet another of the BJP-led 
goveniment's ploys in the political game 
of one-upmanship. It would be more 
worthwhile, however, to take the docu¬ 
ment seriously und use it as a platform 
for launching a massive campaign, not 
necessarily against a partiLulai party’s 
preoccupations, but on the much more 
serious is.suc of nuclearisation in all its 
dimensions. 

MAHARASHTRA 

Changed Equations 

WHILE the country is all set to witness 
bipolar Lok Sabha election contests in 
many states between the Congress and its 
allies on the one hand and the BJP and 
its allies on the other, in Maharashtra 
Sharad Pawar’s three-month old Nation¬ 
alist Congress Party (NCP) has introduced 
an element of unpredictability. The com¬ 
plexity of the electoral scene in the state 
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is compounded by Ihe simultaneous Lok 
Sabha and state assembly polls which, 
besides stretching the contesting parties' 
search for suitable candidates, have raised 
tantalising questions about the eventual 
contours of the political equation among 
Shiv Sena, BJP, the NCP and Congress 
in the event of a fractured mandate in the 
assembly elections. A clear majority 
nationwide for either the BJP-led or Con¬ 
gress-led groups in the Lok Sabha is bound 
to considerably reduce the NCP’s bar¬ 
gaining capacity since, like Mulayam 
Singh Yadav’s Samajwadi Party in Uttar 
Pradesh, the NCP has not been able to rope 
in any significant ally. The NCP’s chances 
in the assembly elections appear better as 
more MLAs (including independents) than 
MPs in the state have switched from the 
Congress to the NCP. 

If the political re-alignment in favour of 
the BJP gained momentum in the post- 
Kargii phase, especially in Bihar. Andhra 
Pradesh and Karnataka, thus somewhat 
reducing the possibility of a fractured 
mandate at the national level, Pawar’s 
NCP in Maharashtra has not succeeded in 
forging a broad alliance of non-Congress, 
non SS-BJP parties. CPI and PWP opted 
out of an alliance with NCP due to dif¬ 
ferences over seat distribution. But more 
importantly, the RPI in the state, like the 
Congrc-ss. has split vertically, with the 
Gavai-Kavadc-Ambedkar taction align¬ 
ing with the Congress and the Athavale 
faction entering into a tie-up with the 
NCP. The combined impact of this split 
in the Congress and in the neo-Buddhist 
vote is expected to be significant in 
Vidarbha region, where the neo-Buddhists, 
besides mails, iclis and kunbis, tradi¬ 
tional Congress supporters, have a si/c¬ 
able prc.scncc in many constituencies. For 
example. Congress candidate 'Vilas 
Muttemwar. who secured a handsome 
victory in the 1908 Ixik Sabha election in 
Nagpur, by gamering 4.86 lakh votes, of 
which an estimated 1.4 lakh votes were 
of dalils, IS expected to face a serious 
depiction of dalit votes as the NCP has 
put up a dalit candidate, Ashok Ghodghate. 
belonging to the influential Khobragadc 
group aligned to the Ramdas Athavale 
faction. The dalit factions have decided 
not to put up a rival dalit candidate, and 
so dalit votes in Muttemwar's constitu¬ 
ency arc likely to swing in favour of 
Gh^ghate. Though the SS-BJP had lost 
all the 11 Lok Sabha seats in Vidarbha to 
the Congress in 1098, quite a few SS-BJP 
candidates in the region had registered 
increa.ses of 25.000-30.000 votes. In the 
coming three-cornered contests, the 
SS-BJP alliance is expected to neutratlise 
the margin of their defeats in 1998 in the 
Nagpur. Bhandara, Buldhana, Amravati. 


Akola and Chimur Lok Sabha constitu¬ 
encies. the last three of which had then 
sent dalit leaders R S Gavai, Prakash 
Ambedkar and Jogendra Kavadc to the 
Lok Sabha. Without Pawar and Bhujbhal, 
the Congress in Vidarbha clearly lacks a 
state-level leader to sustain its campaign. 

Though Madhavrao Scindia, to counter 
Pawar, did play up his Maratha identity 
in his election tour of south Maharashtra, 
except for Sushil Kumar Shinde from 
Solapur and Prithviraj Chavan from Karad, 
none of the other (^ongress Lok Sabha 
candidates can be confident of their suc¬ 
cess in Pawar’s bastion. In adjacent 
Marathawada. which is home ground fur 
BJP's Gopinath Munde. the BJP expects 
to recover lost grour.d after expanding its 
base among dhangars, vanjaris, banjaras 
and mangs and by taking advantage of the 
split in the Congress. Though some Con¬ 
gress candidates lor Lok Sabha and the 
state as.senibly such as Shivraj Patil, 
Vilasrao Deshmukh, Ashok Chavan and 
NCPcaiididatcs such as Madhav Kinhalkar 
and Padamsinh Patil arc expected to be 
re-elected, the si/eable Muslim vote in the 
region is going to be crucial in deciding 
the fate of a large number of the candi¬ 
dates. 

It is in Konkan and m the Mumbai 
region that the SS-BJP alliance is ex¬ 
pected to gain the most from the Congress 
.^plit. Konkan has been the Sena’s strong¬ 
hold. Thcdi vision in theCongress vote has 
compelled Congress leader A R Antulay 
to abandon Raigad for Aurangabad and 
persuaded the PWP’s seasoned leader 
D B Patil to contest the Lok Sabha elec¬ 
tion on a Sena ticket from Raigad. Simi¬ 
larly, Ramdas .^lhavale has opted tor 
Pandharpur. vacating his Mumbai nonh- 
central scat for Sena's Manohar Joshi. The 
split in the Muslim and dalit votes poses 
a challenge even to otherwise strong 
Congress candidates such as Murli Deora 
and Gurudas Kamat as they try to retain 
their Mumbai south and Mumbai north¬ 
east seats, respectively 

Against this picture ol the votes in 
Maharashtra being divided among the three 
main contestants, one thing seems reason¬ 
ably certain; in the new state assembly 
there will be few independent MLAs 
compared to the 45 in the dissolved one. 

POLITICAL DECENTRALISATION 

Evading Clear Commitment 

A correspondent writes: 

ON centre-state relations, both the BJP- 
Icd alliance and the Congress have chosen 
to be equally vague and non-committal in 
their re.spcctivc manifestos. All thai the 
Congress manifesto says on the subject is 


that it ‘believes in a strong centre, strong 
states and strong panchayats and nagar- 
palikas”. As far as the manifesto of the 
BJP-led alliance is concerned, it speaks 
of centre-state relations in the context of 
the proposed constitutional and legal 
reforms, noting that “there is a clear case 
for devolution of more financial and 
administrative powers and functions to 
the states". When it comes to committing 
itself to concrete measures in this regard, 
all that the manifesto promises is to “take 
suitable steps to ensure harmonious cen¬ 
tre-state relations in the light ot the 
recommendations of the .Sarkaria Com- 
mis.siun and also effect decentralisation 
right up to the grass roots level by acti¬ 
vating and involving panchayats and local 
bodies". In fact in the whole manifesto of 
the alliance this is the only context in 
which a reference is made to panchuyats 
and local bodies. The Congress manifesto 
devotes quite .some space to these bodies, 
but all that if really promises is that money 
under anti-poverty and rural development 
schemes will he remitted directly to the 
grass roots bodies, without any commit¬ 
ment regarding additional powers, func¬ 
tions and funds. 

The Left has promised "constitutional 
amendments for devolving more powers 
in the ecvmo'mic. fiscal and administrative 
areas; decentralisulioii of powers to the 
local bodies including local participation 
in the lormulation of plans and projects”. 
The Congress manilesto totally glo.sses 
over the question of devolution ol finan¬ 
cial and administrative powers and func¬ 
tions to the states, not even in the context 
of the implementation oi panchayaii raj. 
even though it p.ays lip-service to Ihe need 
for ‘meaningful lorward rnovemcm" as 
envisaged in Ihe ronsiitiilion, with a view 
to “rv ali.sing the aims ..iid objeeli ves of the 
constitutional amendments brought by .Shri 
Rajiv Gandhi". The Congress closes its 
eyes to Ihe progress already made in a slate 
like Kerala with regard to elfective devo¬ 
lution of financial and .idmiiiisi ative 
powers anil functions ’.o panchayats and 
nagarpalikas to enable them to lulfil their 
role as not only units of local sell-govcm- 
ment. but al.so as agencies for local plan¬ 
ning and development In Kerala, the 
CPI(M)-led coalition has not only implc- 
menied the recommeiulalions of the state 
finance commission on non-plan financial 
devolution but gone fuither and decided 
to allocate ovci .35 per cent of the state 
plan to the local bodies lor financing plans 
fomiiilaled at the local level with the full 
involvement of the gram sabhas under its 
People’s Planning Programme, locally 
referred to as Janakeeya Aasuthranam. 
which IS under implementation since 
August 1996. 
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CURRENT STATISTICS EPW Research Foundation 


Many cc-Dnomic indicators arc looking up. recovery in inaimfactunng output with notable increases in consumer durables, capital goods and intemiediale 
goods, reversal of the decline m exports, reduction of the trade dericit and continued foreign exchange accrual; tumaroutid in use of bank finance by the 
commercial sector, sudden and sharp recovery of share prices; and persistent decline in the inflation rale iiica-sured both by the WPI and the consumer pnee 
indices 1‘ven KBI credit In the centre has remained moderate this year so far, despite the government’s large market borrowing. 

Macroeconomic Indicators 


Index Numbers of Wholesale ' 
Prices (1981-82= IIX)) 


All CommiHlities 
Primaiy Amcles 
FckxI Articles 
Non-Food Articles 
Fuel, Power. Light and Lubricants 
Manufactured Products 
Hood Products 
Food Index (computed) 

All Coiniiiodities (weekly average basis) 
(April 1-Augu.si 7, 1999) 


Cust of Living Indices 


Industrial Workers (I982=I(X)) 

Urban Non-Man Rmp (1984-8.-5= I(Kl) 

Agn Lab <1986-87=I(X)) (Link factor .-5.89) 


Money and Banking (Rs crore) 


Weights August 7. 

1999 


_ Variation (Per Cent): Pomt-to-Point _ 

Over 12 Months Fiscal Year So Far 1998-99 1997-98 l9%-97 1995-96 

Latest Previous 1999-2000 1998-99 
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_ Variation (Per Cent). Poinl-to-Poinl _ 

Over 12 Months Fi«;:il Year .So Far 1998-99 1997-98 l9%-97 1995-96 1994-95 
Latest Previous 1999-2000 1998-99 


1997-98 l‘>96-97 


24I1.5(I6..5) 13917(10.5) 


56080(17.0) 

.54204(12.5) 

22064(17.4) 

328I8(14..5) 

11799(8.8) 

10205(66.8, 


41924(12.9) 

.37.593(12.1) 

35414(16.2) 


41972(14 5) 
.56432(15.0) 
21073(20.0) 
26417(13.1) 
12914(10 7) 


97841(16.2) 
1.3829(11.7) 
84162(17.5) 
30840(12.0) 
31659(9.2) 
233.56(28 4) 
5527(2 8) 
1934(1 6) 


Money Supply (Ml) 10170166- .30.37(0.3) 158896(18.5) 50867(5 3) .37836(4.6) 14.586.5(17.8) 1184.36(16.9) 97841(16.2) 

Currency with Public 176604 -.5.570(-3.1) 26207(17.4) 648.5(3 8) 4393(3.0) 2411.5(16.5) 13917(105) 1.3829(11.7) 

Deposit with Banks 8.3.5.574(i>> 911.5(11)132118(18.8) 433.55(5 .5) 32717(4.9)121479(18.1) 104173(18.4) 84I62(17..5) 

Net Bank Credit to Govt 418717 2879(0.7) 51686(14.1) 3204.5(8.3) 36440(11.0) .56080(17.0) 41972(145) 30840(12.0) 

Bank Credit to Comml Sector 494508 169(neg) 61640(14.2) 7.565(1.6) 1.30(neg) .54204(12.5) .56432(15.0) 31659(9.2) 

Net Foreign Fxchange Assets 1.555.54 1706(11) 29892(23.8) 6922(4 7) -907(-0.7) 22064(17.4) 2107.3(20.0) 233.56(28 4) 

Reserve Money (August 6) 26.3535 -18.58( 1 8) .36562(16.1) 4314tl 7) .571(-0..3) 328I8(14..5) 26417(13.1) 5527(2 8) 

Net RBI Credit to Centres 154221 -4l.54(-26) 1781(I.2| 880.5(6.1) 18824(14 1) 11799(8.8) 12914(107) 1934(1 6) 

RBI Credit to BksATomm Sector 257.52 172(0.7) 11877(85 6) 26.5(1.0) -l407(-9.2) 10205(66.8 , 2029(15.3)-1.5.5.57(-.54.0) 

Scheduled Commercial Banks (July 30) 

Deposits 740578®' 8806(1.2) 113932(18.2) 31485(4.4) 28161(4.7) I !hh.37(19.9) 92886(18.4) 71780(16..5) 

Advances 372028 2657(0.7) 48978(15.2) 6025(16) -1029(0 31 41924(12.9) 45677(16 4) 24387(9.6) 

Non-Food Advances .349.537 21.57(06) 4.3945(144) 349(0 1) -6001(19) 37.593(12.1) 40790(15.1) 26.580(10.9) 

Investments (for .SLR purposes) 281298 423.5(1 5) 43208(18.1) 27179(107) 19385(4.9) 35414(16.2) 28192(148) 2.5731(15.6) 

Commercial Investments and 

bills rediscounted with Rs 52990 1081(2 1) 1.5458(41.2) 4246(8 7) .5667(17 8) 16879(53.0) 12.324(63 1) 4168(27.1) 

^ Includes Ks 17.945 crore on account of procceiLs (mm RIBs since August 28. 1998; excluding them the year on year and the 1998-99 liscal year growth o( money supply 
would he 164 per cent and I56pcr cent, respecuvely. Likewise, hank deposits without RIBs grew by 1.5.3 per amt and 15.5 per cent, respeenvely. Jaherckisure of govt accounts. 
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Index Numbers of Industrial 
Production (1993-94=100) 


Geiienil Index 
Mining ami Quarrying 
Manufacturing 
Hlectncity 


Weights 


Fiscal Year So F ar 
1999-2(KKI 199^99 


Full Fiscal Year Averages _ 

1997-98 1996-97 1995-% 


100.00 144 6 145.4(.5 6) 137 7(4 5) 142.8(3.8) 

1047 11,5.2 115.7(-0.6) ll6 4(-0.3) 120.3(-I 7) 

7936 1490 149.5(65) 140.4(4.2) 146.3(4 1) 

10.17 140 6 143 6(4.1) 138.0(10.2) 1.38.4(6 5) 


August 21. Month Year 1999-2000 .So Far 


Capital Market 


BSE Sensitive Index (1978-79=100) 
B.SE-100 (l983-84-:|(X)) 

BSE-200 (1989-90=100) 

S and P Ch'X-.50 (Nov 3. 1995=1000) 
Skindia GDR Index (Jan 2. 199.5..=1(XX)) 


Foreign Trade 


Exports: Rs crore 
US $ mn 
Imports: Rs crore 
US $ mil 

Non-POL. US $ mil 
Balance, of Trade: Rs crore 
US % mn 


1999-2000 So Far 


137 6(6 6) 
122.4(5.9) 
140 6(6.7) 
130 0(6 6) 


1998-99 
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1994-95 
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F'lid of Fi.scal Year 
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1996-97 

4646(58.9) 

4660 

29231-29.7) 

3245 

4705 

2783 

4281 

3740(-3.9) 

3893(15.8) 

.336U-P.2) 

2090(59.7) 

2029 

13091-27.9) 

1409 

7110 

1242 

1890 

1651(-2.7) 

1697(15.9) 

I464.-5.5) 

481(157 7) 

46a 

.305(-25,l) 

322 

486 

289 

429 

380(0.8) 

377(14.9) 

328(-5.0) 

13471,57 6) 

1340 

855(-27.7) 

931 

1363 

812 

1213 

l078(-3.5) 

1117(15 4) 

%8 

861(54 6) 

885 

557 

.581 

980 

515 

1015 

6.53(-.30..5) 

940(1.1) 

930(-4.4) 


Fiscal Year So Far_Full Fiscal Year_ 


|099-2(XX) 1908-99 1998-99 1997-98 1996-97 1995-% 


34241(8.0) 
7983(3.0) 
44410(3.4) 
10.3S4(-I 3) 
8328(->.0) 
-10169 
-2.371 


31717(4.1) 

7747(-8.9) 

42934(19.5) 

10487(4.6) 

9174(22.7) 

-II2I8 

-2740 


141604(8 8) 
336)31-3 9) 
176099(14 2) 
41802(0.9) 
3.5928(10 3) 
-.34495 
-8188 


130101(9.5) 
34976(4.5) 
1.54176(11 0) 
41449(5.9) 
32.526(11.9) 
24076 
-6472 


118817(11.7) 
33470(.5.3) 
138920(13.2) 
.39132(6 7) 
290%(-0.2) 
-20102 
-5663 


106353(28.6) 

31797(20.8) 

122678(36.3) 

36678(28.0) 

291.52(28.3) 

-16325 

-4881 



August 13. August 14. Ma 

Foreign Exchange 

1999 

1998 

Reserves (excluding gold) 



Rs crore 

1.32384 

101362 1 

USSrnn 

30461 

23577 


_ Variation Over _ 

Fiscal Year So Far 1998-99 1997-98 19%-97 1995-96 1994-95 

1999-2(XX) 1998-99 


i -1149 

22935 

22137 

21649 

-7.302 1) 

1 -2.399 

3554 

3607 

5243 

-3690 ; 


Vuiet: (I) Superscnpi numeral denotes month to w hich figure relates, e g, superscript 6 stands for June; (ii) Figures in brackets are percentage variatiuns over the specified ui 
over the compaiahlepcniid of the previous year na: not available neg'negligible * unchanged 
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COMPANIES 

RAYMOND 

Streamlining for 
Performance 

RAYMOND, the flagship company of 
* the Singhania group, is a market leader 
in the worsted textiles industry with a 
market share of 40 per cent. However, the 
company’s diversification into unrelated 
cyclical areas like steel and cement has 
adversely affected its performance over 
a period. Though this diversified company 
performed well during the year 1998-99, 
following savings in operational costs, 
better cement prices and low raw material 
prices for textiles, all is not well within. 
The company’s steel division faced 
stiff competition in the face of increased 
capacities coming on stream in the 
industry, leading to lower price realis¬ 
ations. The demand for textiles too was 
sluggish and ^ere was a flooding of 
’ supplies at very low prices by manu¬ 
facturers in India and the .south-east A.sian 
countries. However, the company’s wide 
range of fabrics and its aggressive 
promotion campaign, and its strong 
di.stribution chain, helped it maintain a 
leadership position in the industry. With 
cement prices in the eastern region, 
especially in We.st Bengal, picking up 
following a boost to the housing sector, 
the company’s cement divi sion witnessed 
a 4 per cent ri.se in sales and better 
realisation. 

In a bid to eliminate the fluctuation in 
its profit s because of its diversified nature, 
the company had decided to concentrate 
on textiles way back in 1997. However, 
its negotiations to hive off its steel unit 
to the Thyssen AG of Germany fell 
through. The steel division has been a 
major drag on the company ’ s profitabi lity 
in the past. Its Rs 500-crore cold rolled 
steel strips project in Nashik (Maharashtra) 
has been incurring losses. However, if 
reports are to be believed, Raymonds is 
once again negotiating with German steel 
major EBG Gcsselschaft of the Thyssen- 
Krupp Steel group to sell this unit. 
Raymond’s attempts to sell its cement 
plant too suffered a set-back recently 
with no bids being received for the tender 
offer which expired on May 7. This was 
despite the fact that French cement giant 
Lafarge and Associated Cement Com¬ 
panies (ACC) had evinced interest in 


buying the unit. Raymond had al¬ 
ready attempted to sell the cement unit to 
British buildings and materials majorBlue 
Circle some time ago, but the deal fell 
through. 

Raymond has now embarked on a fresh 
restructuring plan and appointed Price 
WaterhouseCooper to look into the matter. 
Reportedly, the company plans to con¬ 
centrate on information technology 
upgradation and also identify core areas 
of business thrust in the future. With the 
cement sector showing signs of revival, 
sources claim that the company might 
change its mind about selling off its cement 
division. The company has also decided 
to further strengthen its distribution 
network (which presently boasts of 230 
stand alone Raymond shops)by increasing 
the total number of outlets to 300 in the 
next 12-18 months. In order to change its 
carefully created image of an upmarket 
textile company, Raymond has now 
launched the Prax range of cotton casuals 
projected at the younger generation of 
buyers. 

If its restructuring plans go through 
smoothly, the company could be set for 
better times in the years ahead. Presently, 
the company’s stock rules at around 
Rs 73 on the bourses, discounting its 
1998-99 earnings by 6.8 times. 

ZUARl INDIJ.STRIES 

Concrete Plans 

Zuari Industries, a K K Birla group 
company, is engaged in the manufacture 
of fertiliser, cement and furniture. The 
year 1998-99 was not a good one for the 
company. While its net sales declined 
by 10.4 per cent over the previous year, 
1997-98, operating profit fell drastically 
by 39.4 per cent. A steep increase in 
interest charges (up 16.5 per cent) led to 
a further erosion in profitability with the 
company’s bottom line plummeting by 
70.3 per cent by the end of the year under 
review. Production of ammonia, urea, 
NPK and DAP at the company’s fertiliser 
division was lower than in the previous 
year following a planned revamp of all 
plants, an illegal strike by the bagging 
contract labour and a breakdown caused 
by fire in the main electrical system. 
Production of clinker and cement at its 
cement division too fell drastically 


EPW Research Foundation 

following the ongoing integration of 
various process facilities of the existing 
plant with the plant and machinery 
installed under the expansion project 
and commissioning and stabilisation of 
the expanded plant. Cement prices too 
were under pressure due to recessionary 
conditions. 

Though the company’s furniture 
business has been looking up. this 
presently contributes less than 2 per cent 
of the company’s turnover. Meanwhile, 
the company has successfully raised 
its cement manufacturing capacity 
from 5 lakh to 17 lakh tonnes at a total 
cost of Rs 357 crorc. The cement division 
has now entered the blended cement 
market with its brand Zuari Super Fine 
and earmarked up to 20 per cent of its 
total capacity for the same. The company 
also has plans to set up a two-million- 
tonne per annum cement factory in 
Gulbarga, Karnataka, at a total cost of 
around Rs 800 crorc. Cement presently 
contributes about 13 per cent of Zuari 
Industries’ turnover and once its expan¬ 
sion plans <akc concrete shape, so to 
speak, this contribution could more than 
double, thus inextricably linking the 
company’s fortunes with that of the 
cement industry as well. The company’s 
stock presently quotes at around Rs 57 
on the Bombay Stock Exchange, 
discounting its 1998-99 earnings by 10.5 
times. 

GREAVES 

New Ventures 

Greaves, the engineering arm of the Thapar 
group, has pioneered the gearbox 
technology in India for over 40 years and 
is the largest manufacturer of the product 
in the country today. The company has 
amarket share of over 50 per cent in worm 
gearboxes and commands more than 20 
per cent of the helical gearbox market. 
However, the low industrial growth 
registered in the country has affected the 
company’s performance drastically for 
the year 1998-99. The company saw its 
net sales decline by 3.1 per cent over the 
previous year, 1997-98, while its bottom 
line fell by 5.7 per cent. 

With restructuring being the mantra of 
corporate bodies who wish to remain 
competitive in a constantly changing en- 
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The Week’s Companies 

(Rs lakh) 


Financial Indicators 

Raymond 

Zuari Industries 

Greaves 

March 

1999 

March 

1998 

March 

1999 

March 

1998 

March 

1999 

March 

1998 

Incomc/appropriations 

1 Net sales 

128449 

120670 

83988 

93741 

68811 

71042 

2 Value of production 

129749 

123.501 

77939 

95732 

66158 

72546 

.1 Other Income 

2744 

2524 

2338 

1654 

1449 

852 

4 Total income 

132493 

126025 

80277 

97.386 

67607 

73398 

.S Raw matcnuls/siores and 
spares consumed 

51192 

.50838 

36313 

45521 

45136 

50189 

6 Othei manufacturing expenses 

20627 

22207 

22504 

23236 

1142 

978 

7 Remuneration to employees 

13702 

12859 

-3071 

3422 

7837 

7702 

8 Other expenses 

15174 

14267 

II34I 

13.580 

7592 

7494 

V Operating profit 

31798 

25854 

7048 

11627 

5900 

7035 

10 Interest 

11369 

11447 

5169 

4438 

3968 

2289 

11 Gron profit 

18308 

1.3491 

3194 

7586 

6365 

7554 

12 Depreciation 

9214 

8459 

1457 

1417 

1223 

1009 

13 Profit before tax 

9077 

5013 

1737 

6169 

5142 

6545 

14 Tax provision 

1000 

510 

140 

790 

23 

1115 

I.S Profit after tax 

8077 

4503 

1.597 

5379 

5119 

5430 

lb Dividends 

1667 

1239 

980 

903 

1286 

1706 

17 Retained profit 

6410 

3264 

617 

4476 

3833 

3724 

I.iabilities/as.sct.s 

18 Paid-up capital 

7509 

7509 

2944 

2944 

5663 

4441 

1V Reserves and surplus 

71386 

64976 

33292 

32675 

21803 

2.3235 

20 Long-term loans 

66415 

58391 

51408 

48068 

16979 

II6I5 

21 Short-term loans 

24088 

39263 

5229 

5309 

18696 

14079 ■ 

22 Of which bank borrowings 

15226 

30386 

5229 

5.309 

18696 

14079 

23 Gross fixed assets 

146703 

138018 

84129 

73515 

27.349 

17448 

24 Accumulated depreciation 

53199 

445.37 

16025 

1.3982 

7062 

5125 

25 Inventories 

29319 

27944 

16979 

21463 

12.308 

12726 

26 Total assels/liabililics 

1971.34 

194275 

111489 

103464 

81869 

70.364 

Miscellaneous items 

27 Excise duty 

1031 

533 

1146 

2042 

NA 

NA 

28 Gross value added 

40155 

36008 

11855 

15128 

22495 

20329 

2V Total foreign exchange income 

18044 

22357 

448 

.30 

6364 

5201 

30 Total foreign exchange outgo 

184.15 

24642 

26.326 

.32579 

9702 

7594 

Key financial and performance ratio.s 

31 Turnover ratio 

(sales to total assets) i%) 65 16 

62 II 

75.3.3 

90.60 

84.05 

100.96 

32 .Sales to total net assets (%) 

75 83 

70 92 

90 43 

105.33 

108 98 

133.11 

33 Gross value added to 
gross fixed assets (%) 

27.37 

26.09 

14.09 

20.58 

82.25 

116 51 

34 Return on investment 

(gross profit to total assets) (%) 

9 29 

6 94 

2.86 

7.33 

7.77 

10.74 

35 Gross profit to sales 
(gross margin) t%) 

14.25 

11.18 

3 80 

8 09 

9.25 

10 63 

36 Operating profit to sales (%) 

24 76 

21.43 

8..39 

12.40 

8..57 

9 90 

37 Profit before tax to sales (%) 

7 07 

4 15 

2 07 

6.58 

7.47 

9.21 

38 Tax provisioi, in 

profit before tax C/l) 

11.02 

10.17 

8.06 

12.81 

0.45 

17.04 

39 Profit after tax to net worth 
(return on equity) ((? ) 

10 24 

6.2! 

4.41 

15.10 

18.64 

19.62 

40 Dividend <%) 

20.00 

15.00 

30.00 

40.00 

25.00 

35 00 

41 Earning per share (Rs) 

10.76 

6.00 

5.42 

18.27 

11.31 

12.28 

42 Book value per share (Rs) 

105.07 

96.53 

123.08 

120.99 

56.95 

60.75 

43 P/E ratio 

6.79 

NA 

10.51 

NA 

2.12 

NA 

44 Debt-equity ratio 

(adjusted for revaluation) (%; 

84.18 

80.56 

141.87 

134.95 

63.79 

43.22 

45 Short-term bank borrowings 

10 inventories (%) 

51.93 

108 74 

30.80 

24.74 

151.90 

110.63 

46 Sundry creditors to 
sundry debtors (%) 

36.66 

42.64 

172.44 

226.61 

67..7I 

63.00 

t7 Total remuneration to employees 
'.o value added (%) 

34 12 

35.71 

25.90 

22.62 

34.84 

37.89 

48 Total remuneration to employees 
M v.ilue of production (%) 

10.56 

10.41 

3.94 

3.57 

11.85 

10.62 

44 Gnl^^ fixed assets formation (%) 

6.29 

17.58 

14.44 

69.59 

56.75 

-3.43 

50 Growth iii inventories 1%) 

4.92 

1.04 

-20 89 

20.05 

-3.28 

10.62 


NA: means not available 


vironment, Greaves too has decided to 
shed off its non-core business and 
concentrate on its strengths. In line with 
this strategy it now plans to divest its 
power transmission units by selling or 
transferring them to BTR European 
Holdings of Netherlands or its associa¬ 
ted company. Reportedly, BTR Hold¬ 
ings will promote a new 100 per cent- 
Indian subsidiary company (p which 
the sale or transfer will be executed. 
Greaves has already divested its Garuda 
three-wheeler auto plant at Baramati 
in favour of a joint venture company 
Piaggio Greaves Vehicles, which was 
formed in collaboration with Piaggio 
Veicoli Europei Spa of Italy. Greaves 
holds a 49 per cent slake in the venture 
while the Italian partner holds a controlling 
51 per cent. 

The semiconductor unit of Greaves 
too has been divested in favour of 
Teamasia Greaves Semiconductors, 
which is a joint venture company with 
Teamasia. The ailing group company 
Rajasthan Polymers and Resins (RPRL) 
has been merged w ith Greaves with effect 
from April 1, 1997, and the latter has 
offset the losses of RPRL against its 
income for the year. Greaves is now 
planning to launch a series of new pro¬ 
ducts and embark on new business 
ventures. It has decided to focus on three 
key areas; a new range of tractors, a nc\/ 
class of single-cylinder die.sel engines 
and the launch of a new plastic-based 
wood substitute. The company has a 
tie-up with SAME SpA of Italy to 
manufacture tractors and presently has 
a total installed capacity to produce 
10.000 tractors and 15,000 engines per 
annum. Greaves has already launched its 
50 hp tractors and will now he including 
25-40 hp tractors as well in its product 
range. In the next three years, the com¬ 
pany means to offer tractors in the range 
of 25-70 hp. Greaves is aiming to .spend 
Rs 39 crore over the next two years on 
two other projects. Of this, Rs 11 crore 
will be injected in refurbishing the 
erstwhile RPRL which is now a company 
division. The balance Rs 28 crore is to 
be invested in developing a whole new 
range of diesel engines for auto-rickshaws 
in the 8-13 hp range. Despite Greaves' 
attempts at improving its lot, however, 
the stock market remains unimpressed 
with its efforts for the moment, with the 
company's stock presently quoting at 
around Rs 24, discounting its 1998-99 
earnings by a mere 2.1 times. 
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CIVIL LIBERTIES 


Amnesty and Human Rights in the US 

A G Noorani 

Amnesty International’s report on human rights in the US is welcome 
* for two reasons: it confirms Amnesty’s reputation for impartiality and 
it exposes the US’s hypocrisy in claiming to be a champion of human 
rights. 


DURING the Emergency, Amnesty 
International published a pamphlet entitled 
AI in Quotes. It was a delightful compilation 
of attacks on Amnesty from a wide range 
of leaders, from Idi Amin to Indira Gandhi. 
Amnesty baiting is not confined t'> such. 
The so-called mainstream press in India 
revels in challenging its credentials 
whenever it publishes any report on the 
human rights situation in India, especially 
if it is on Kashmir for that is when the 
‘super-patriots’ arc truly aroused. 

Amnesty’s report entitled United States 
of America: Rights for All is welcome for 
two reasons. One is that it confirms 
Amnesty’s reputation for impartiality. The 
other, that it cxpo.ses the US’s hypocrisy 
in claiming to be a champion of human 
rights. The report finds; “There is a 
persistent and wide.spread pattern of human 
rights violations in the US. This is not to 
.say that federal, state or local authorities 
pursue policies deliberately designed to 
repress particular groups or violate human 
rights. Rather, it is to recognise that in the 
wide variety of jurisdictions across the 
country, practices persist which result in 
real and serious abuses. Some arise from 
individual misconduct, encouraged by an 
institutionalised failure to hold officials 
accountable. Others result from inadequate 
systems of contiol or an outright refusal 
to recognise or respect international 
standards for human rights protection. In 
some cases, economic policies and political 
trends are creating conditions in which 
these violations are becoming more 
widespread and increasingly severe.’’ 

The report focuses on several areas where 
the authorities have failed to prevent 
repeated violations of basic human rights: 
the right to freedom from torture and cruel, 
inhuman or degrading treatment, the right 
to life and the right to freedom from 
arbitrary detention. It shows that police 
officers, pri.son guards, immigration and 
other officials in the US are regularly 
breaching their own laws and guidelines 
as well as international standards; that the 


authorities have failed to take necessary 
action to punish and prevent abuses; and 
that US government policies and practices 
frequently ignore or fall short of the mini¬ 
mum standards required by the inter¬ 
national community. 

While successive US governments have 
used these international human rights 
standards as a yardstick by which to Judge 
other countries, they have not consistently 
applied those same standards at home. In 
some areas international standards offer 
greater human rights protection than US 
domestic law, but the US authorities have 
refused to recognise the primacy of 
international law. 

Much of the repert is based on infor¬ 
mation from human rights groups. Amnesty 
International researchers have also con¬ 
ducted more than 18 research vi.sits to the 
US over the past three years, carrying out 
on-site visits and interviews. Other sources 
include government agencies, court docu¬ 
ments, academics, lawyers, and victims 
and their relatives. ’’We extent our thanks 
to all those who provided information and 
assistance’’, the report acknowledges. 

By what tests docs Amnesty judge 
countries? Simply by the yardstick that is 
the corpus of UN documents. To wit: 
International Covenant on Civil and 
Political Rights; Convention against 
Torture and Other Cruel, Inhuman or 
Degrading Treatment or Punishment; 
International Convention on the Elimin¬ 
ation of All Forms of Racial Dis¬ 
crimination; the Convention relating to 
the Status of Refugees; Protocol relating 


to the Status of Refugees; Universal 
Declaration of Human Rights; Body of 
Principles for the Protcctionof All Persons 
under Any Form of Detention or 
Impri.sonment; Standard Minimum Rules 
for theTreatment of Prisoners: Safeguards 
guaranteeing protection of the rights of 
those facing the death penalty; United 
Nations Rules for the Protection of 
Juveniles Deprived of their Liberty: Code 
of Conduct for Law Enforcement Officials, 
Basic Principles on the Use of Force and 
Firearms by Law Enforcement Officials; 
Principles on the Effective Prevention and 
Investigation of Extra-Legal, Arbitrary and 
Summary Executions; Guidelines on the 
Role of Prosecutors; Basic Principles on 
the Role of Lawyers; Basic Principles on 
the Independence of the Judiciary. 

Hie chapter on ‘Police Brutality: A 
Pattern of Abuse’ should convince the 
worst of our chauvinists that India is not 
being ’targeted’ by Anmesty. One can 
only quote from the report extensively and 
not merely to expose the falsity of the slurs 
but also because the excerpts are so 
instructive: “Police brutality seemd to 
occur... whenever we uncovered cor¬ 
ruption”. This was one of the findings of 
the Mollcn Commission of Inquiry into 
corruption in the New York City Police 
Department (NYPD) in 1994. 

■ Co.isider these passages: 

There have been numerous deaths i n police 
custody following restraint procedures 
known to be dangerous. Suspects have 
died after being placed face-down in 
restraints, usually while ’hogtied' (where 
a .''Uspcct’s ankles are bound from behind 
to the wrists), or after pressure has been 
applied to the neck orchest. Such practices 
can severely restrict breathing and can 
lead to death from ’positional asphyxia', 
especially when the subject is agitated or 
under the influence cf drugs... 

At least 3,000 US police departments 
authorise the use of Oleoresin Capsicum 
(OC) spray- an inflammatory agent derived 
from cayenne peppers. OC spray inflames 
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the mueuu.s membranes, causing closing 
ol'lhe eyes, coughing, gagging, shortness 
ot hreulh and an acute burning sensation 
on the skin and inside the nose and mouth. 
Patrol ollicers in some police depart¬ 
ments are authorised to use stun guns or 
tasers The stun gun is a hand-held device 
with two metal prongs that emit an electric 
shock. The taser is a hand-held device 
which shoots two barbed honks into the 
subject’s clothing from a distance; the 
current is transmitted through wires, in 
both cases a high voltage ‘jolt’, typically 
50,0(X) volts, incapacitates the suspect. 

Minorities arc the worst suflcrcrs: 
Members of racial minorities bear the 
brunt ofpolice bnitality andexeessivc force 
in many parts of the US. The over- 
representation of people from minority 
groups in complaints against the police is 
undoubtedly due in part to underlying 
social and economic inequalities; a 
disproportionate number of people fnim 
minorities live in low-income neighbour¬ 
hoods where police activities arc often 
concentrated in response to higher levels 
of reported street crime. 

There is, however, one big difference 
between the situation in the US and in 
India. There is ah.solutely no move for 
reform in India. The reports of the National 
Police Commission have been pigeon¬ 
holed. But in the US, “as of June 1998. 
there were 94 independent oversight 
bodies...with authority to review com¬ 
plaints against the police, compared to 
just 13 in 1980. riic review bodies (com¬ 
monly referred to as ‘citizen’ or ‘civilian’ 
review) include civilian complaints 
review boards; municipal offices; and 
individual counsel appointed to audit the 
internal complaints process. 'Three-quarters 
of the police departments in the 50 largest 
cities, as well as many smaller agcncic.s, 
are now subject to some form of civilian 
review. Howevci at the time of writing, 
the police in 12 major cities were not 
subject to any functioning oversight 
system.’’ 

'There are chapters on prison conditions 
and the treatment of asylum-seekers, the 
report does a thorough job in exposing 
US’s hypocrisy in its tack of respect for 
human rights internationally; 

Examples include the US government’s 
long-standing refusal to criticise blatant 
human rights violations by Israel against 
the Palestinian population; its passivity in 
the face of gross human rights violations 
in Saudi Arabia; and its willingness to 
ignoic for many crucial months in 1996 
and 1997 massive humiui rights abuses 
committed against civilians and refugees 


by the armed opposition in Zaire, now the 
Democratic Republicof the Congo (DRC). 
Until recently the US failed to effectively 
oppose the obstruction of UN investigation 
missions by the DRC authorities. US 
government officials have denied, ignored 
or played down massacres of unarmed 
civilians in Rwanda by members of the 
army since 1994. 

One of the clearest examples of the US’s 
changing attitude to human rights viola¬ 
tions in different circumstances is that of 
Iraq. During the 1980s Iraqi forces com¬ 
mitted gross and widespread abuses, 
including repeated massacres of Kurdish 
civilians, many of them children, some¬ 
times using chemical weapons. Amnesty 
International repeatedly appealed for 
action, yet neither the US authorities nor 
the UN responded. However, after Iraq 
invaded Kuwait in August 1990, the US 
attitude changed dramatically. The US 
repeatedly cited the Iraqi government’s 
appalling human rights record to gather 
support fur UN military intervention in the 
Gulf. 

There arc only two countries i n the world 
that have not ratified the Convention on 
the Rights of the Child - Somalia and 
the US. 

India ratified the International Covenant 
on Civil and Political Rights adopted by 
the UN General Assembly in 1979. 'The 
US did so in 1992 subject, however, to 
numerous reservations. “The Human 
Rights Committee, the UN body of cxpcil s 
that monitors states’ compliance with 
the ICCPR, has stated that several of 
these re.servations arc incompatible with 
international law. In 1993 it recommen¬ 
ded that the US consider withdrawing 
them, in particular lho.se relating to the 
death penalty and to the right not to be 
tortured.” It prc.sented its first report to 
the Committee in 1994, 11 years after 
India did. 


In two respects the records are identical. 
‘The US has not recognised the jurisdiction 
of the Human Rights Committee and the 
Committee against Torture to hear 
individuals’ complaints that their rights 
have been violated under the ICCPR and 
the Convention against Torturc...Human 
rights experts appointed by the UN 
Commission on Human Rights to 
investigate particulartypesof human rights 
abuse have not received full co-operation 
from the US authorities.” India’s record 
has been just as bad. 

The Report .says: 

'Thousands of foreign military officers are 
trained in the US every year and US armed 
forces conduct training programmes and 
joint exercises around the globe. ‘The 
School of the Americas (SOA), located in 
Fort Penning, Georgia, is the best known 
US training facility, but it is only one of 
more than 1 SO centres in the US and abroad 
where foreign officers are trained. A 
number of SOA ‘alumni’ have been impli¬ 
cated in gross human rights violations. US 
officials maintain that current trainees are 
vetted to exclude human rights violators 
and that courses now include human rights 
training. 

Under Section 502B of the Foyiign 
Assistance Act, the US is required to cut 
off all security assistance to any government 
which ‘engages in a consistent pattern of 
gross violations of internationally recog¬ 
nised human rights’ unless the US president 
deems that there arc ‘extraordinary 
circumstances’. However, Section 502B 
has never been used to cut off such aid. 
Likewise, the US Congress has never 
formally blocked a sale proposed by the 
US executive branch, although a few 
sales have been delayed, modified or 
withdrawn. 

Next time Amnesty publishes a repoit 
on India our professional patriots would 
do well to remember its report on the IIS. 
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Subsidies and Countervailing Measures 
Case for Review of WTO Agreement 

C Satapathy 

The Seattle ministerial conference in November presents an 
opportunity for the developing countries to seek a review of the WTO 
Agreement on Subsidies and Countervailing Measures to ensure that 
large-scale subsidisation by the rich countries is stopped and small 
exporters from the developing countries are not subjected to 
countervailing action. 


FHE WTO Agreement on subsidies and 
jountcrvailing measures deals with two 
separate but related topics.' Firstly, it 
provides for multilateral rules regarding 
provision of subsidies by WTO members 
,ind enforcement of such rules through the 
.lispute settlement mechanism of the WTO. 
Secondly, it deals with countervailing 
Juties which can be imposed by a W'FO 
member unilaterally on determination that 
injury is caused to a domestic industry by 
rubsidised imports. Part I of the agreement 
provides that the agreement applies only 
to such .subsidies as are spccitically pro¬ 
vided to an enterprise or industry or a 
group of them. It defines subsidy to be a 
financial contribution by a government or 
i public body that confers a benefit. It also 
defines the concept of ‘specificity’ to 
include cntcrpri.sc-specificity, industry- 
specificity, regional-specificity (certain 
producers in a specified region arc 
subsidised) and prohibited sub.sidy (sub¬ 
sidy is specific to export goods and goods 
using domestic inputs). 

Parts II, III and IV of the agreement deal 
with prohibited, actionable and non- 
aclionablc subsidies. Prohibited .subsidies 
are of two kinds, export subsidies and 
local content subsidies. The first ii con¬ 
tingent either wholly or in part “upon 
export performance” while the second is 
contingent either wholly or in part “upon 
the use of domestic over imported goods”. 
Complaints regarding prohibited subsidies 
ate subject to a rapid (three-month period) 
dispute .settlement mechanism. Actionable 
subsidies are not prohibited but when 
they cause adverse effects they can be 
challenged either through multilateral 
dispute settlement or through unilateral 
countervailing action. Adverse effects 
are (i) injury to a domestic industry of 
another member cauised by subsidised 
imports, (ii) serious prejudice to the export 
interests of another member, and (iii) nulli¬ 
fication or impairment of benefits accruing 


under GATT 1994 (e g, improved market 
access may not follow from a bound tariff 
reduction if undercut by subsidisation). 
The agreement also establishes a .sub¬ 
category of actionable subsidies in respect 
of which the complainant member need 
only to establish that .sueh a subsidy exists. 
Since serious prejudice will be presumed 
in such cases, the subsidising member has 
to demonstrate that the subsidy has not 
caused serious prejudice to the complain¬ 
ant. This sub-category includes subsidies 
greater than 5 per cent, subsidies to cover 
operating losses, ariddirect waiver of debt. 
Non-actionable subsidies cannot be sub¬ 
jected to countervailing action nor can 
they be challenged multilatcrally. These 
include (i) basic research and pre-com- 
peiitive development subsidies, (ii) assis;; 
tance to disadvantaged regions (should 
not be enterprise or industry specific), and 
(iii) a.ssistance to adapt existing facilities 
to new environmental requirements (lim¬ 
ited to one-time and 20 per cent of the 
adaptation cost). 

Part V ol the agreement .specifics the 
substantive and procedural requirements 
for investigation and imposition of 
countervailing measures. Parts VI and VII 
of the agreement establish the institutional 
•Structure, notification modalities, etc. 
whereas Parts IX to XI deal with rules for 
transition, dispute settlement, etc. Part VIII 
of the agreement is of particular interest 
to the developing countries as it contains 
rules for special and di ITerential treatment. 
The developed countries were allowed 
only three years to pha.se out prohibited 
subsidies. Least developed countries and 
countries with less than US $ 1,000 GNP 
per capita (listed in Annexure VII to the 
agreement) arc exempted from the prohibi¬ 
tion on export subsidies. Other developing 
countries have an eight-year period to 
phase out such subsidies. A developing 
countiy is required to remove such export 
subsidy within two years it if acquires 


_COMMENTARY 

export competitiveness in the product 
accounting for a share of 3.25 of world 
trade in that product for two consecutive 
calendar years. As far as import-substitu¬ 
tion subsidies are concerned, the LDCs 
have eight years and other developing 
countries have five years to phase out such 
subsidies. In the case of specified action¬ 
able subsidies, the presumption of serious 
prejudice does not apply to developing 
countries. Exporters from developing 
countries arc aisp entitled to differential 
treatment with respect to countervailing 
measures and termination of investiga¬ 
tions where the level of subsidy does not 
exceed 2 percent (3 percent for Annex VII 
countries) and volume of .subsidised im¬ 
ports is less than 4 per cent from one 
developing country (subject to 9 per cent 
limit from all developing countries). 

Cass and Boltuck have investigated in 
some detail the hi.story and rationale behind 
countervailing action ^ US Tariff Act of 
1890 for the first time provided for counter¬ 
vailing duty on imports of subsidised sugar. 
Initially only dutiable goods were .sub¬ 
jected to countervailing action till 1974 
when such action was extended to non- 
dutiablc goods also. Though GATT 1947 
provided for an injury test for 
countervailing action, till 1974 the US law 
did not provide for the same, claiming 
waiver under grandfather rights. Under 
the existing US law as well as the WTO 
Agreement, countervailing action can be 
taken not only against export subsidy, hut 
also against subsidy relating to produc¬ 
tion. Article 19.2 of the agreement states 
that the countervailing duty should be less 
than the amount of subsidy if such lcs.scr 
duty would be adequate to remove the 
injuiy. Cass and Boltuck have pointed out 
that under the US law countervailing duty 
has to be equal to the subsidy. They have 
also demonstrated that production sub¬ 
sidy results both in higher returns to 
producers and lower prices to consumers 
and that a larger prtxiuction subsidy will 
produce the same consumer price effect 
in the export market as a smaller export 
subsidy. It would be excessive, therefore, 
to set countervailing duty equal to the 
production subsidy. Cass and Boltuck are 
also of the view that in the US, “the 
admini.strativc calculations of subsidy 
margins and consequent injury seem built 
on questionable economics and even more 
questionable stati.stics”. 

As in the ca.se of anti-dumping duty, 
countervailing duty is also often used more 
as an instnAnent of protecting domestic 
trade than for countering unfair trade 
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practices. The torthconiing Seattle min¬ 
isterial conlercncc scheduled to he held 
in November pre.sents an opportunity par¬ 
ticularly to the developing countries to 
seek a review of the Agreement on Sub¬ 
sidies and f'imnlervailing Measures. Sev¬ 
eral .suggestions are being made in this 
connection which arc worth considering. 
These need to be included in the Seattle 
agenda to make it a truly “positive trade 
agenda”. 

Article 27.1 of the agreement recognises 
that subsidies may play an important role 
1 n the economic development programmes 
ol developing countric.s. However, sub¬ 
sidies which are commonly used by the 
developing countries are included in the 
prohibited and actionable categories 
whereas the non-actionable category in¬ 
cludes lho.se primarily used by the devel¬ 
oped countries. The fact that the subsidies 
currently being used by the developing 
countries were earlier being used by the 
developed countries is also .significant. 
Some of these subsidies arc necessary for 
creation ol new industrie.s. diversification 
of exports, balanced development of dis¬ 
advantaged regions, creation of jobs as 
well as improving trade balances and 
greater participation in international trade. 
.Moreover, /'nnex Vll of the agreement 
needs revision in this regard to include all 
the lower and lower-middle income coun¬ 
tries as per the World Bank classification. 
Annex VII.shouldal.sohavetlie llcxibiliiy 
of allowing inclusion of countries which 
experience fall in their income level.Thc.se 
modifications will enable the developing 
countries at the lower end to be exempted 
from prohibitions on export subsidies. 
Article 8.1 of the agreement dealing with 
non-actionable subsidies should also be 
amended to specifically include export 
subsidies provided by developing coun¬ 
tries to ensure that no action is taken either 
multilaterally through the dispute settle¬ 
ment routeorunilaierally through counter¬ 
vailing action against such subsidy. 

The concept of special and differential 
treatment for developing countries needs 
to be operationalised in real terms. For 
example. Article 11.9 ot the agreement 
has A(Ie minimis subsidy threshold of I per 
cent ad valorem for developing countries. 
.Similarly, under Article 27.10(b) there is 
a de minimis share of import of 4 per cent 
for individual developing countries and 9 
per cent on the whole below which no 
countervailing duty investigation can be 
conimued. A better approach would be to 
have ,i higher individual limit of .say 7 per 
cent A'ithout clubbing imports from dif¬ 
ferent developing countries. Article 27.6 
has a threshold iiinii of 3.25 per cent of 


world trade for two consecutive years for 
applying prohibition on export subsidy. 
The two-year period could be increased 
to five years to enable a developing country 
to have a firm foothold in world trade for 
a reasonably long period. 

In the past, several export promotion 
.schemes operated by developing coun- 
tnes have been adversely questioned under 
countervailing duty investigations. To 
remove doubts in this regard, the agree¬ 
ment requires several clarificatory amend¬ 
ments so that exporters are not harassed 
time and again. Many developing coun¬ 
tries tio not have a VAT system of taxation 
under which /.cro-rating of exports can 
allow refund of all domestic taxes and 
duties. .Any alternative method of neutralis¬ 
ing or refunding sales tax, octroi, cess, etc, 
by such countries should not be termed 
as subsidisation. Similarly, aggregated and 
generalised rates of duty remission should 
not be questioned in the case of develop¬ 
ing countries merely on the ground that 
individual units are not able to establish 
the source of inputs. The definition of 
"inputs consumed in the production pro¬ 
cess" is currently restricted to inputs 
physically incorporated, energy, fuels, oils 
and catalysts under footnote 61 to the 
agreement. There is a need to expand the 
definition to include all inputs. It is also 
well known that the cost of borrowing 
money is much more in developing coun¬ 
tries. Export credits given by developing 
countries should not, therefore, be consid¬ 
ered as subsidy as long as the rate of 
credit is above LIBOR. The amount of 
countervailing duly not only needs to be 
restricted to the extent of injury but also, 
in lespect of developing countries, needs 
to be additionally restricted to the extent 
it exceeds the de minimis level of subsidy. 

A number of developing countries are 
agitated about the unfair use of counter¬ 
vailing measures by developed countries 
in order to impede market access for gwids 
from developing countries. They arc also 
equally concerned about the difficulties 
experienced and costs incurred by their 
exporters defending them.seives against 
countervailing duty investigations in the 
developed countries. One suggestion has 
been made that the governments of the 
developing countries should be fully 
consulted before initiating any counter¬ 
vailing action against individual export¬ 
ers. The need for exploring constructive 
remedies before applying countervailing 
duties cannot be overstated in this regard. 
Developing country members arc also 
concerned about the trade-distorting effect 
of direct subsidies used by the developed 
countries in the agriculture sector. I^o- 


ducers of developed countries should not 
be hiding behind fair-trade slogans and 
shouting for countervailing action while 
they themselves enjoy subsidies on a lib¬ 
eral scale. In this context, a case in point 
is that of the US law permitting so-called 
Foreign Sales Corporations to enjoy ex¬ 
emption from US taxes on their income 
from US exports. Such exemption is,. 
particularly used by the transport, machin¬ 
ery, chemical industries as well as agri¬ 
cultural exporters. Since 1997, the exemp¬ 
tion has also been extended to the software 
industry.’ The US companies are alleged 
to be channelling over $ 150 billion of 
export income involving profits of $ 10 
billion annually through these corpora¬ 
tions (mainly set up in tax havens like the 
US Virgin Island) costing the US treasury 
above $ 2 billion in taxes forgone. The 
EU has claimed in a complaint before the 
WTO panel that the scheme involves the 
biggc.st susbidy in the world trade system 
and severely distorts international compe- 
tition.‘‘Thc WTO panel has since decided 
against the US but its finding can be further 
appealed against. Anolherca.se in point is . 
the Emergency Steel Loan Guarantee Act 
recently passed by both the Houses of the 
US Congie.s.s which is likely to provide 
$ I billion loan guarantees to the US 
companies. Leon Brittan, the outgoing EU 
Trade Commissioner, feels that this plan 
would certainly constitute a subsidy under 
the W'FO rules and that it could lead to 
countervailing measures from other coun¬ 
tries as well as damaging escalation of 
subsidies.’ The WTO Agreement certainly 
needs a review to ensure that such largc- 
.scale subsidisation is not allowed on the 
one hand and smallexporters fromdcvelop- 
ing countries arc not subjected to counter¬ 
vailing action on the other. 

Notes 

(This article reflects the personal vievrs of the 
author.] 
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Right to Constitutional Remedy 
Significance of Article 32 

Nirmalendu Bikash Rakshit 


.A mere enumeration of rights, even if it is meticulously worded is not 
^enough. What is needed is a provision for its enforcement, an avenue 
for redressal. Article 32 of the Indian Constitution enshrines this 
provision whereby individuals may seek redressal for the violation of 
their fundamental rights. 


THE Constitution of India has engrafted 
several fundamental rights in Chapter III. 
But, the writers of the Constitution knew 
well that a mere declaration of such rights 
hardly ensures their practical existence in 
political life. In reality, rights must be 
enforceable by the judiciary, otherwise 
they are sure to remain as mere 'paper- 
rights’. This is why, they provided for a 
guaranteed remedy in case of infringe¬ 
ment of .such rights. Constitutionally, they 
relied upon the superior courts - particu- 
^ larly the Supreme Court - for undertaking 
this stupendous lesponsibility. 

A mere enumeration of rights, even in 
the most elaborate and meticulously 
worded form, is not enough. What is 
needed, in addition to all this, is the 
provision fortheirenforcement (J C Johari, 
Indian Government and Politics, p 109). 
So, if and when a person feels that he is 
unduly deprived of any of the fundamental 
rights, he can, under Article 32 of our 
Constitution, move the Supreme Court for 
a legal remedy. In this sen.se, this article 
is, really, novel one and as B P Gajendra- 
gadkar (Constitution of India, pp 60-62), 
a former chief justice of India, has ob- 
^ served, it is “a very distinguishing feature 
of the Constitution”. According to him, 
it is the “cornerstone of the democratic 
edifice raised by the Constitution”. This 
observation is true as far as it goes. 

Article 32 has four parts: 

(i) First, under Article 32(i), an aggrieved 
person can move the Supreme Court for 
a legal remedy in case of an alleged 
infringent of his Fundamental Right. In 
such ca.se, it is the constitutional duty of 
the apex court to look into the matter and 
to provide necessary redress to the af¬ 
fected person. 

. (ii) Secondly, in such case, the Supreme 
Court protects the fundamental rights with 
the help of the constitutional weapon of 
^ writs*. So, when an aggrieved person 
eagerly moves the Supreme Court under 
Article 32, it has to protect the rights by 


issuing an appropriate writ for the resto¬ 
ration and maintenance of the rights 
unduly curtailed by any other person or 
authority. 

(iii) Thirdly, the parliament may, by 
law, enpower any other court with such 
authority so that it too can act as the 
protector and guarantor of such rights. 

As it is often observed, rights without 
remedy is a meaningless formality. So, 
very wisely, the founding fathers have 
engrafted Article 32 by which the indi¬ 
vidual may .secure a guaranteed remedy 
in case of the infringement of fundamental 
rights. Article 32, with its first three clauses, 
has necessarily done the job. As M V 
Pylec rightly claims, “the first three sec¬ 
tions of the article, taken together, make 
fundamental rights under the Constitution 
real and, as .such, they form the crowing 
part of the entire chapter” (Constitutional 
Government in India, pp 60-62). 

(iv) Fourthly, clause (4) of the Consti¬ 
tution, however, mentions an exception. 
When the president proclaims an emer¬ 
gency under Article 352, the. provision for 
guaranteed remedy of fundamental rights 
remains suspended. In such times, the 
president may. under Article 358, make 
a separate proclamation by which Article 
32 remains suspended (H H Das, Prin¬ 
ciples of Indian Constitution, p 136). In 
other words, an individual cannot, during 
such emergency, move the SuprcmcCourt, 
even if he feels that he has been unduly 
deprived of the Fundamental Right guar¬ 
anteed by the Constitution. 

Obviously, it is a black spot on the fair 
face of the Constitutioii which claims to 
stand for democracy and freedom (M V 
Py lee. An Introdm turn to the Constitution 
of India, p 117). But B R Ambedkar, the 
chief architect of the Constitution, ob¬ 
served in the constituent assembly that the 
interests of the state as a whole arc of much 
greater importance than those of the in¬ 
dividual and, hence, individual liberty 
cannot be allowed to destroy the very 


fabric of national security. He observed, 
“...it is equally clear that in certain ca.ses, 
where, for example, the state’s very life 
is in jeopardy, the.se rights must be subject 
to a certain amount of limitations” Par¬ 
ticularly, the Constitution was drafted 
during a period of horrid ordeal marked 
by war, infiltration, partition, communal 
nots and other subversive activities (D D 
Basu, Introduction to the Constitution of 
India, p 100). This is why. the makers felt 
that during an emergency, the enforce¬ 
ment of fundamental rights should remain 
suspended because the unrestrained right 
of the individual might, in such times, 
endanger the security of the nation as a 
whole. 

But, in normal times, fundamental rights 
seem to be 'fundamental’. In the case of 
Ram Singh vs Delhi the Supreme Court 
observed. “It is our privilege and duty to 
sec that rights which are intented to be 
fundamental are kept fundamental...” So, 
the Supreme Court has to intervene when¬ 
ever a fundamental right has been trans¬ 
gressed upon. J Sa.stri similarly claimed 
in the ca.se of Row vs Madras that they 
were “sentinel on thequi vi ve”, and hence, 
it is their bounden duty to save their rights 
from being ntined. 

Thus, as the judicial sentinel of funda¬ 
mental rights, they arc equipped with some 
constitutional weapons, known as ‘writs’, 
for the enforcement of such rights. 

(i) First, the writ of Habeas Corpus 
(meaning ‘you may have the body’) may 
be issued in order to set free a person who 
is, in the opinion of the court, arbitranly 
arrested or detained by the executive 
authority. 

(ii) .Secondly, there is the writ of Man¬ 
damus. The Latin word ‘Mandamus’ means 
‘we order’. The Supreme Court can issue 
this writ for the rea.son of directing an 
inferior court or department to do the 
needful for protecting or maintainin'! a 
Fundamental Right. It i.'- normally used 
for public purposes to enforce performance 
of public duties. But the court often en- 
‘orces some private rights when they are 
withheld by the public officers. 

The writ actually demands some activ¬ 
ity on the part of the body or person to 
whom it is addres.sed. Whenever a public 
officer or the government has done an act 
which violates the Fundamental Right of 
a person, the court can issue this writ 
restraining that officer or the government 
from cniorcing that order. 

(iii) Thirdly, the Supreme Court some¬ 
times issues the writ of ‘prohibition’ for 
preventing an inferior court from doing 
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something which it is not legally compe¬ 
tent to do. 

(iv) Fourthly, there is another writ known 
as ‘certiorari' with which the Supreme 
C;ourt can remove a case from an inferior 
court to a superior court in order to protect 
a Fundamental Right. 

(V) Lastly, with the help of ‘quo 
warranto’, the Supreme Court can protect 
a Fundamental Right from being violated 
by a government order ba.scd upon 
favouritism. If a person, for example, is 
unduly promoted by superseding his se¬ 
niors, the Supreme Court can, by such 
writ, quash the order of such appointment 
for protecting the Right to Lqualily as 
guaranteed by Article 14 and Article 16. 

As the Supreme Court itself held in the 
ca.se of Charanjitlal vs Union, the indi¬ 
vidual can move the court only when he 
claims that his own Fundamental Right 
has been infringed upon (V D Mahajan, 
The Constitution of India, p 97). The 
aggrieved person, may, however, .seek a 
particular writ to be issued, but it is the 
Supreme Court which will decide what 
writ will be appropriate in a particular 
ease. In Charanjitlal's ca.se, it held “Ar¬ 
ticle 32 gives us very wide di.scretion in 
the iiiattcr ol framing our writs to suit the 
exigencies of particular cases, and the 
application of the petitioner cannot be 
thrown out simply on the ground that the 
proper writ has not been prayed for”. In 
other words, it is the judges, and not the 
petitioner, who will actually determine the 
nature of the writs to be issued in a par¬ 
ticular case. 

Uniouk Provision 

In this way. Article 32 has become a 
novel provision in the Coastitui ion of India 
and. in reality, it has no parallel in the 
Constitution of any tither country (H H 
Das, India: Deni.K ratic Government and 
Politics, p 128). OurC'onstitution has, by 
inserting several provisions (covering 
Articles 12 to 36) clearly guaranteed 
various types of rights concerning equal¬ 
ity, liberty, religion, education and prop¬ 
erty. But Article 32 does not give us any 
new thing, it actually makes room for the 
guaranteed remedy in case any other right 
is violated. In other words, it is a funda¬ 
mental right which can be used to protect 
other fundamental rights. As Gajendra- 
gadkar points out, no other Con.stitution 
of the world has made a remedial article 
as a Fundamental Right. In this sense, 
D D Basu \ i-ry correctly observes. “Ar¬ 
ticle 32, thu'., provides a guaranteed rem¬ 
edy for the cut orcenient ot these ri ghts and 


this remedial right is itself made a Fun¬ 
damental Right, being included in part III” 
(D D Basu. op cit, p 110). 

So. when the individual seeks the 
protection of any fundamental right by 
Article 32, the court's fundamental duty 
is to carefully hear the appeal. As it 
ob.servcd in the case of Ramesh Thapper 
vs Punjab, ‘The Supreme Court is, thus, 
constituted the protector and guarantor of 
Fundamental Right and it cannot, consi.s- 
tently with the re.sponsibility so laid upon 
it, refuse to entertain applications seeking 
protection agaimst infringement of such 
rights. 

Significantly, Ambcdkar was glad that 
the constituent assembly realised the im- 
p»ortance of this article. As he happily 
declared. “Hereafter, it would not be 
possible for any legislature to take away 
the writs which are mentioned in this 
article". Thus, Article 32 has actually made 
the Supreme Court the guarantor iind 
protector of the fundamental rights (B C 
Rout, Democratic Constitution of India. 
p 99). Until and unless the provision of 
Article 32 is deleted by an amendment ol 
the Constitution, it will help the aggrieved 
individual place before the apex court his 
allegations regarding the infringement of 
his rights. 

According to Ambcdkar, out of .395 
articles of the Constitution, Article 32 was 
the most important, becau.se it provided 
for a guaranteed remedy for the violation 
of any of the rights. As he claimed, “If 
I were asked to name the particular article 
in this Constitution as the mo,st important 
one. without which thisConstitution would 
be a nullity, I could not refer to any other 
article except this one. It is the very soul 
of the Constitution and the very heart of 
it...” {CAD. Vol VII, p 953). Thus, accord¬ 
ing to the chief architect of the Constitu¬ 
tion, this single article .surpasses, in value, 
the totality of the constitutional provi¬ 
sions because it acts as the bulwark of 
democracy and freedom. 

This statement is sufficient to prove that 
the makers placed a stupendous import¬ 
ance to this provision in order to make the 
fundamental rights ‘fundamental* in the 
society. So, this provision is extraordinar¬ 
ily important, because it gives meaning 
and fuiniment to the other fundamental 
rights guaranteed by the Constitution. 

It has been pointed out that the concept 
of ‘judicial review* has been introduced 
in our Constitution by which the Supreme 
Court can examine the con.stitutional 
validity or othcrwi.se of a legislative act 
or an executive order (W H Morris Jones, 


The Government and Politics in India, 
p 42). In case an executive order or leg¬ 
islative enactment violates any of the fun¬ 
damental rights, the Supreme Court can, 
under Article 13(2), declare it unconsti¬ 
tutional and void. So, every law or act 
must conform to the fundamental rights 
as enshrined in chapter III. Grenville Austin 
rightly (in The Indian Constitution: Cor -" 
nenstone of the Nation, p 114) observes 
that the heaps of applications before the 
Supreme Court proves that the people of 
India are very conscious of their funda¬ 
mental rights and that they regard the 
Supreme Court as the guardian of the 
rights and liberties of the citizens. 

Some critics, however, think that finan¬ 
cial disabilities have virtually taken away 
the real significance of Article 32. Le¬ 
gally, every citizen has equal opportunity 
to move the court for seeking remedy for 
the infringement of his rights, but the lack 
of finance often acts as the stumbling 
block. Once a British judge said, “Justice 
is open to all - like the Grill-Room of the 
Ritz Hotel’*. The euphemism is, however, . 
equally applicable to the case of India. 
Lack of means often implies the lack of 
access to the court and, thus, what is Icgaify 
granted is financially denied to the vast 
majority (Anup Chakraborty, ‘The Judi¬ 
ciary and the Ordinary Citizens in India', 
The Modern Review, August 1973). 

It is. of course, true that in order to 
'Uilarge the scope of such constitutional 
remedy. Article 226 is also engrafted in 
the Constitution. So, in such case, an 
affected person may also move to the high 
court which is often residentially nearer 
than the Supreme Court. Thus, so far as 
the protection of Fundamental Right is 
concerned, the Supreme Court and high 
courts enjoy concurrent jurisdiction as the 
latter can, just li'Ke the Supreme Court, 
issue the writs for the enforcement of 
fundamental rights (G N Joshi, The Con¬ 
stitution of India, p 214). 

But it hardly benefits the ordinary man 
because the system itself is dilatory, 
clumsy, tire.some and costly. Even it the 
case is lodged before the high court, the 
aggrieved person has to spend much time 
and pay a huge sum in order to get the 
remedy. This is why, in.stcad of seeking 
legal redress, most of the affected person 
choose to bear with the injustice meted out 
to them. 

Though five decades have passed since 
the making of the Constitution, we have 
failed to establish either social justice or 
economic equality. So fundamental rights 
may practically be regarded as some con- 
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stitutional privileges only for a section of 
the people, because despite the existence 
of some remedial measures, ordinary 
people cannot hope to restore them in case 
of their actual infringement. 

Above all, the entire judicial process is 
artificial and alien to the ordinary people. 
Often the law does not seem to be Indian 
in spirit, form, content and even in lan¬ 
guage. The slow-moving legal machinery 
becomes, in fact, a negation of justice to 
such people (Justice P B Mukherjee. 
Inaugural Speech at the Annual Confer¬ 
ence of the West Bengal Lawyers’ Asso¬ 
ciation, March 21, 1971). The Law Com¬ 
mission has pointed out that nearly 36 per 
cent of cases available for disposal during 
a year remains unresolved and that the 
slow movement of cases results in the 
accumulation of arrears which causes 
further delay, prixlucing a snow balling 
effect. 

Of course, a right without remedy is a 
meaningless formality (A C Kapur, The 
Indian Political System, p 143). This is 
why, our Constitution has not only en¬ 
listed them, but has also made them en¬ 
forceable by .some written provisions. Yet 
they are limited by various ways. During 
an emergency, they can be suspended by 
presidential proclamation and, in normal 
times, they may he curtailed by preventive 
detention acts, amendments and other 
restrictive measures. As such, often the 
judiciary, despite its eagerness, finds a 
little scope to step in. 

For alt the.se rea.sons, it is alleged that 
the people of India practically enjoy fewer 
rights than they are guaranteed. The chap¬ 
ter on fundamental rights may, hence, be 
called ‘Limitations on Fundamental 
Rights’ or ‘Unfundamental Rights’. Some 
critics even point out that the benefits of 
the remedial provisions have practically 
been taken away by various factors of 
realistic life. The.se rights may well be 
regarded as double-edged weapons, be¬ 
cause what is given by one hand is taken 
away by the other (K V Rao, Parliamen¬ 
tary Democracy in India, p 146). 

Thus, it is a cardinal tnjth that funda¬ 
mental rights India are hedged with many 
limitation's and also that the remedial 
provisions (Articles 32 and 226) have little 
practical use. However, the makers thought 
that they had aptly created an cffective- 
enforcement-machineiy. Particularly, as 
D D Basil opines, the sole object of Arti¬ 
cle 32 is the enforcement of the rights 
guaranteed by the Constitution (Constitu¬ 
tional Law, p 110). But procedural com¬ 
plexities and financial incapacity are sure 


to take away much of the merits of the 
original scheme. As a matter of fact, rights 
of a man have no teeth unless they are 
protected by the Constitution itself. It is 
to be noted that the Soviet Constitution 
also mentioned .some rights, but they were 
not practically enforceable. The unwritten 
British Constitution has, however, no place 
of such express rights, though the people 
enjoy them through the conventional force. 
In America also, there is no specific pro¬ 
vision for the i.ssue of writs for protecting 


the rights, but the judiciary carefully keeps 
them fundamental. 

Where right is, remedy there must be. 
because a right without remedy is a rope 
of sand (AG \g^Tvta\,Comparative Study 
of Modern Indian Constitution, p 428). In 
this .sense, the provisions for the enforce¬ 
ment of fundamental rights is a most novel 
feature of our Constitution. But the con¬ 
stitutional mechanism is not enough, 
because, after all there remains a big gap 
between the lip and the cup. 


Call for Papers 

Second Annual Conference on Money and 
Finance in the Indian Economy 

The Indira Gandhi Institute of Development Research (IGIDR) will be 
hosting its second annual conference on Money and Finance in the 
Indian Economy during November 30 to December 2, 1999. The 
conference will consist of invited papers, which would be state of the 
art surveys of various aspects of the broad Money and Finance area 
and contributed papers, for which submissions are invited. Although 
papers on all topics in the broad money and finance area are solicited, 
we would particularly welcome papers on the following topics; 

1. The design of Monetary Policy in a Liberalizing Economy: Targets 
and Instruments; 

2. The coordination of Monetary Policy with Fiscal and other Policy 
Instruments; 

3. Financial Innovations and the Conduct of Monetary Policy; 

4. Capital Account Convertibility, Currency Crisis and Global Financial 
Institutions. 

Complete papers should reach Raghbendra Jha at the address noted 
below by October 15, 1999. All papers will be refereed. Authors will be 
informed by end October. Authors of accepted papers may also be 
requested to act as discussants for other papers. Some subsidy for travel 
to and from the conference for authors (within India) ol accepted papers 
may be available. Accommodation and local hospitality will be arranged 
by IGIDR. A proposal to publish revised versions of selected papers is 
under consideration. 

Kirit Parikh (Director) and Raghbendra Jha (Professor) 

Seminar Coordinators 

Address for Correspondence: 

Prof. Raghbendra Jha, 

IGIDR, General Vaidya Marg 
Goregaon (East) 

Mumbai 400 065 

Fax: +91-22-840-2752 
Phone: +91-22-8400919 
Email: rjha@igidr.ac.in 
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^entne ^ Studies 

TATA INSTITUTE OF SOCIAL SCIENCES 


ANNOUNCEMENT OF RESEARCH AND VISITING FELLOWSHIPS 

The Centre for HealOi Studies (CHS) <il the Tata Institute of Social Sciences. Mumbai, is a Ford Foundation funded 
project which had commenced its activities since 1993 The broad objectives of the CHS includes initiating research 
and field action projects on health issues, generating and disseminating vital information through workshops, 
seminars and training programmes, and strengthening of capacity among social scientists, health activists and 
professionals in the Held of health. 

RESEARCH 

The CHS has identified three priority themes for focused research in the coming years. Tliey arc : (a) Primaiy 
Health Care in India, (b) Sexuality and (c) StructUial Adjustment Policies and Healtli. Study groups consisting of 
Faculty members from the Institute Iiave been formed to initiate extensive review, launch empirical studies and 
establish networks. Series of workshops arc being planned to share and document research in these areas as well. 
Researchers, scholars, activists or NG<i)s studying and working on these issues are invited to contact the Facilitators 
of the study groups with a one page note about the work being earned out in these areas, at the earliest. 

Primary Health Care - Dr Siva Raju, Unit for Urban Studies, e-mail: sivarajuw^tiss edu 

Sexuality in India - Mr. Anil Kumar. Unit for Child imd Youth Researcli, c-mail: aniKaHiss.cdu 

Structural Adjustment Policies and Health - Dr. Lakshmi Lingam. Women's Studies Unit 

c-mail: lakshmilfaltiss.edu 

VISITING FELLOWSHIPS 

The CHS offers Senior Fellowships to individuals having a Masters degree in Social Scienccs/Social Work/Public 
Hcalth/Prcvcntivc and Social Medicine, and a Ph.D. with 10 years of rcscarch/ficld c.xpcriencc preferably on the 
social aspects of health. The Senior Fellow will receive a consolidated sum of Rs. 15.000 p.m. along with some 
allowances for contingencies The duration of the fellowship is for 4 months. Durations shorter than this arc 
possible. The Junior Fellowship grant is offered to individuals having a Masters degree in Social Scienccs/Social 
Work/Public Health/Preventive and Social Medicine and a PhD with 5 y'cars. The Junior Fellow will receive a 
consolidated sum of Rs. 12.000 pm along with some allowances for contingencies. The incumbents of these 
fellowships may be called upon to contribute to the research, training and teaching programmes of the Institute. 
Where the area of the work coincides with the interest area of any of the Teaching Department or Research Units, 
the incumlx'.Its will be attached to the said Dept/Unit. Family accommodation on the campus is not available. 
Individual accommodation in the Research Hostel / Guest House may be available, subject to vacancy. Interested 
persons may send in their Resume, a two page research proposal and three best publications, within one month from 
the time of this armouncement to the address given below. Individuals who can send in these particulars within 3 
weeks from the date of this advertisement, would be considered for the current semester. Employed persons are 
expected to seek requisite pennission from their organisations prior to submission of the application. 

Dr. Lakshmi Lingam, 

Co-ordinator, 

Centre for Health Studies. 

Tata Institute of Social Sciences. 

Post Box No.8313. Sion-Trombay Rd., 

Deonar. Mumbai - 400 088. 

Tel; 022 - 5.50 32 89- %. Fax : 022-556 29 12 

Direct: 022 - 550 7737 
c-mail :lakshtniki»).tiss.cdu 

__ _chsfrtibol.net.jn_ 
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KASHMIR 

Changing Dimensions of 
Electoral Politics 

Rekha Chowdhary 

One of the most notable accomplishments of Mufti Mohammed Syed 
and his daughter Mehhooba Mufti had been to steer the Congress 
towards providing a healthy democratic opposition to the National 
Conference. Their resignation from the partv affects the Congress 
adversely and has ramifications for politics in Ka.shmir. 


T1 IE Congress Party in Jammu and Kash- 
mir has faced a sct-back as Mufti 
Mohammed Syed, the sole representative 
ol the party from the state in the dissolved 
Lok Sahha, and his daughter, Mehhooba 
Mufti, the leader of the Congress Legisla¬ 
tive Party, deserted it to float their own 
regional party, People’s Democratic Party. 
The decision of the Muftis to abandon the 
Congress on the eve of the Lok Sabha 
elections is bound to have adefinilc impact 
on the poll prospects of the Congress in 
the .state, spceitically in the Valley of late, 
the Congress seemed to have carved a 
space foriLself mainly bccau.se oflheefforts 
of the father-daughter duo. They have 
been con.sciou.sly nursing the politics of 
Ka.shnui in what may be termed as a ‘people 
oriented’ approach - identifying with the 
urges and aspirations of the people, con¬ 
demning human rights violations and 
calling for an unconditional dialogue with 
the militants to resolve the tensions in the 
slate. The most notable elements of their 
political approach have been their politi¬ 
cal communication with the people as well 
as ihcii political visibility, which they have 
been successful in maintaining through¬ 
out this period. Any situation involving 
the people a.iyv here in the state, inevit¬ 
ably brought them to the political scene. 
Thus one could see their pictures all over 
the local newspapers after any major act 
of violence - listening to the gruesome 
stories of the victims and sympathising 
with them. The healing touch that the 
people of the valley need very much after 
a prolonged period of turmoil was seen 
to be provided by them. 

Forthc Congress high command, all this 
may be a calculated political move rather 
than a genuine response to people's prob¬ 
lems. Yet in the context of the political 
tangle that the valley is faced with it is 
di ITicult to dismiss the implications of this 
kind of politics. Mehbooba Mufti, in her 
letter of resignation to the Congress presi • 
dent, Sonia Gandhi, has specified the core 


of this politics by posing the question: 
“You want the land of Kashmir or also 
the people?" It is the political response of 
the people of Kashmir that Muftis are 
targeting. Despite the restoration of the 
political order in ihe valley, people con¬ 
tinue to be alienated. In fact, they are much 
more alienated now as compared to the 
initial years of the political upsurge that 
accompanied militancy. In the early 1990s, 
their alienationagainst the Indian state was 
reflected in their distinct support to the 
militancy and their participation in demon¬ 
strations of massive nature, chanting the 
slogans of ‘azadi". Now almost a decade 
later, they seem to be alienated from the 
movement as well. They are a wearied lot; 
drained and con.sumed by violence all 
around and thoroughly disillusioned - as 
much by militancy as by Pakistan. So 
jaded and apathetic have they become that 
even a situation like Kargil fought in their 
name both by India and Pakistan has not 
been successful in evoking any kind ol 
emotion among them. 

In retrospect, the people of Kashmir see 
the movcineiil not in terms of gams but 
in terms of losses Whatever the official 
figure, they count their dead to be more 
than 50,(KK). Beside the huge loss of life, 
it is the overall effect of the upheaval on 
the life of the community that the people 
of Kashmir mourn. It is a community that 
has been kept at siege continuously for 10 
years now. A generation has been exposed 
to the protracted v iolcnce leading topsychtv 
logical effects. Meanwhile, there arc social 
and economic costs that the community 
has to bear. The health of all social insti¬ 
tutions has been affected, the economy 
has been shattered and development has 
been tobally halted. All thi.s has created a 
wounded psyche in Kashmir, which 
needs to be taken .seriously. In national 
politics there is no political agenda that 
takes into consideration the political psyche 
of people of Kashmir. Ka.shmir figures in 
the national politics in a big way but not 


the people of Kashmir or their political 
responses. 

’ITie Congress has a history of being 
utterly insensitive to the responses of 
people of Kashmir which is why the people 
of Kashmir have been quite antagonistic 
to it. especially after 1984 it engineering 
defections in the National Conference 
leading to the dismissal of the legitimately 
elected government of Farooq Abdullah 
and lending its support to the G M Shah 
ministry. Such was the popular disapproval 
of this party in the valley that its alliance 
with National Conference m 1986 led not 
only to the latter's undoing but also the 
disruption of the political order itself. 

It is in this context of the generally 
prevalent hostility towards Congress in 
the valley that the leadership of the Muftis 
and their politics had its relevance. The 
politics being pursued by them at the grass 
roots levels made for the possibility of 
locating the Congress in the local politics 
and inculcating in it a sensitivity towards 
the local urges was increasing. Under their 
leadership the Congress could have gained 
acceptance in Kashmir. 

Yet, there were other implications of the 
politics being pursued by Muftis, for Ihe 
Congress as well as for the politics of 
Kashmir in general. One of the most notable 
accomplishment of the father-daughter 
team in recent years had been of steenng 
the Congress in a direction where it could 
provide a healthy democratic opposition 
to Ihe National Conference. Despite Ihe 
dent made in its politics by ihc militancy 
in the last 10 years, the National Conf erence 
continues to hegemonise the electoral 
politics of the valley. One of the rca.sons 
for this is that it has been the only party 
operating within Ihc democratic space 
which represents, at least symbolically, 
the political ethos of Ka.shmir. This ethos 
is governed by the logic of an autonomous 
political space and an urge for political 
autonomy. The kind of politics being 
pursued by Ihe Congress under the Muftis 
could have developed the potentiality of 
challenging this hegemony. The politics 
fo the Muftis overlaps Ihc politics of the 
National Conference. Operating in the 
same paradigm, its political ideology runs 
on a i.imilar pattern - with same issues of 
political dignity and identity and same 
emphasis on autonomy. If was in this vein 
that Ihe Congress could have gained from 
the crisis ol*-icgitimacy faced by the 
National Conference at this moment. 
Despite Its massive majority within the 
assembly the Conference has not been 
able to deliver the goods. The promised 
jobs have not materialised, corruption has 
not been checked, militancy is unabated 
and the human rights abuses are galore. 
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With the Muftis leaving the Congress, 
it remains a party as alien to the political 
responses of people of Kashmir as always. 
In the coming parliamentary elections it 
has nut only to face the challenge of the 
National Conference but also of theMufti- 
led People's Democratic Party. 

The implications of the Muftis launch¬ 
ing a regional party arc not limited to the 
Congress only. It will have definite rami¬ 
fications for the National Conference as 
well. At least, the Conference will nut be 
able to take its victory for granted. It will 
have to face a tough fight in tho.se areas 
which the Muftis have been nurturing for 
some time now. But it is beyond this 
election that one may be able to .sec the 
real impact of the newly launched party. 
It may very well initiate the interactive 
politics very much needed in the valley. 
The hegemonised politics of the ruling 
party as welt as the failure of the oppo¬ 
sitional politics to evolve itself, both have 
had di.sastruus effects in Kashmir. It was 
due to the absence of an effective oppo¬ 
sitional politics in Kashmir that most of 


IN the aftermath of the recent gory railway 
accident which has claimed hundreds of 
lives there is, not unnaturally, an attempt 
at blame-fixing. As .so often happens we 
are told that human error was probably the 
cause and a few officials have been sus¬ 
pended and an enquiry ordered. A former 
highrankingofficialoftheRailway Board, 
whi Ic discussi ng this avoidable tragedy on 
a TV programme, drew attention to two 
issues whose impoit:.ncc extends beyond 
this accident. He commented upon the 
woefully inadequate training imparted to 
the staff. This is quite likely true being 
a ubiquitous | henomcnon in our country 
in most fields. Secondly, he commented 
upon the adverse con.sequcnces of reser¬ 
vation and gave the instance of hundreds 
of employees being regularised due to the 
insistence of the minister concerned and 
apparently this was done without refer¬ 
ence cither to need or competence. This 
IS not altogether surprising since we are 
all aware of the ‘spoils system’ which 
operates in relation to employment. How¬ 
ever, we need 'o look a little more closely 
into the charge against reservation. 

Reservation is an issue that provokes 


the political grievances of the common 
people were articulated and vioced in the 
extra-systemic space. In terms of the 
potential of the new regional party to 
provide a democratic alternative to the 
ruling party, the Muftis in past few years 
have established a reputation for their 
oppositional politics. They have been 
actively engaged in censuring the party in 
power. As leader of the Congress Legis¬ 
lative Party, Mehhooba Mufti was known 
for her firebrand speeches in the assembly, 
raising issues not only with a view to 
comer the government but also to arti¬ 
culate alternative political options. It is 
difficult to gauge the chances of the 
politieal success of the party floated by 
the Muftis. Electoral politics is governed 
by the logic that is quite complex. Yet, 
one thing is clear: the politics pursued by 
this party has the potential of rejuvenating 
the electoral scene in the valley. By boldly 
raising issues, which other parties shy away 
from it is not only bound to bring greater 
credibility to the electoral exercise but also 
more seriousness to democratic politics. 


strong feelings. Its status reminds us of 
Albert Hirschamn’s observation decades 
ago on how the price mechanism served 
to divide the economic profession into two 
categories, one extolling it and the other 
criticising it. Similarly with reservation 
we have supporters who consider it a near 
panacea for the ills of a society for long 
riven by social and economic differences. 
Critics of reservation look upon the policy 
as the arch villain, responsible for dilution 
of standards. As a doctoral pupil of mine 
once put it: “When there is a train accident 
it is at once presumed that the driver must 
have been a beneficiary of reservation!” 

Discussions of reservation suffer from 
two principal drawbacks. In the first place 
merit and reservation are posited as being 
antithetical lo each other. This is done, if 
not explicity, certainly by implication. 
The framework of the discourse is essen¬ 
tially dichotomous. Secondly, the.reser¬ 
vation dialogue of the present does not 
seek to accommodate the changes which 
are sweeping across the economy. The 
idiom of the discussion is what it was 
when state sector employ ment was a major 
factor which it no longer is. Little heed 


is paid to the shrinking of the state is also 
the increasing hiatus between the state and 
private sectors in terms of salaries and the 
impact this has on the courses of study the 
youth wish to pursue. 

On the first drawback we find propo¬ 
nents as well as opponents sharing an 
assumption although it is doubtful if they 
are aware of it. This assumption derives 
from the dichotomous framework referred 
to above. Opponents can perhaps be for¬ 
given for assuming that efficiency/merit/ 
excellence, etc, will always be compro¬ 
mised if reservations are practised. This 
is not a sound argument but given the 
position taken by the anti-rcservationists 
it is understandable. What is surprising is 
finding supporters and fervent advocates 
appearing to endorse this stand. However, 
a caveat should be entered. Proponents 
posit this apparent irreconcilability be¬ 
tween merit and reservation within a frame¬ 
work which begins by questioning the 
former at the level of the concept itself. 

The standard argument runs as follows. 
The yardstick by which merit is sought to 
be measured is derived from the standards 
set by the ruling or the dominant elite and 
is indeed derived from its perception of 
what is of value. The elite ensure that there 
is an exclusive club of the merited which 
operates more or less.on the lines of a 
closed shop and the rest of society is 
ensnared into this trap which engenders 
a false conception of what constitutes merit 
or excellence (incidentally these terms arc 
used interchangeably in this note). Against 
thi's background the argument for reser¬ 
vation commences with an attack on the 
existence of a yardstick of merit. 

Assrssino Murit 

Obviously there is some truth in this 
argument too. It does not require much 
analytical insight to suggest that the stan¬ 
dard setters arc those who are able to wield 
influence in relation to issues that matter 
in this context. However, in no society has 
the yardstick for assessing merit remained 
constant. On the contrary it has always 
responded to changes in values as well as 
perceptions and social need. A somewhat 
simple example relates to the major alter¬ 
ations that have taken place between the 
pre- and post-independence India. These 
changes are due in part to the entry of 
hitherto marginalised groups into higher 
education, white collar employment and 
the like. Another good example is from 
the princely state of Mysore where the 
brahmins held a preponderant proportion 
of jobs under the state despite their 
numerical smallness and the fact that their 
literacy was less than 2S per cent and 
literacy in English less than 10 per cent 


Reservations: Seeking New Perspectives 

V K Natraj 

Critics of resen>ation often look upon the policy as the arch villain 
responsible for the dilution of standards everywhere without taking 
cognisance of the changes in the economy and polity in recent times. 
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- of course these not very impressive 
percentages were higher than those of 
jlher castes. The point is that the non- 
7rahmin movement was able to secure 
setter representation for the backward 
:aste$ and in doing so caused some changes 
in the manner in which efficiency was 
assessed. Also to be noted i.s the vitally 
dgnificant fact that the non-brahmins, by 
ind large, sought concessions in order that 
.hey could compete with the elite and did 
sot seek to dilute standards. Indeed when 
.he brahmins questioned the legitimacy of 
he policy of reservation the non-brahmin 
:eaders were quick to point out that the 
"ormer had been the first to .seek reservation 
sy insisting that the Mysore civil service 
examination should not be open to candi- 
lates from outside the state. It was argued 
hat this was .solely because the Mysore 
srahmins were not sure of competing on 
;qual terms with the better trained men of 
heir own caste from Madras presidency. 
The non-brahmin leaders forcefully ar¬ 
med that they were .seeking precisely the 
iamc protection so that their people could 
icgan to compete on a level playing field 
with the brahmins. There was not much 
questioning of the principle of excellence. 

In recent times the complexion of the 
liscourse has altered in that the necessity 
of a yardstick i.s in question. There arc two 
possible reasons for this. One is that over 
;he years the numbers of those aspiring 
:u play in the big league of higher edu¬ 
cation and white collar employment has 
increased visibly. The opportunities, 
.hough, have not kept ptice with the in¬ 
creasing demand. Secondly, a process of 
Jifferentiation among the non-brahmins 
has been taking place. Added to this there 
is competition among the back ward clas.scs 
and even lire scheduled castes although 
ihis may not have occurred to the same 
extent with the scheduled tribes. In this 
situation it is hardly surprising that there 
is a sense of frustration among the poten¬ 
tial beneficiaries of reservation. Above all 
we live in a context in which norms are 
rarely adhered to and there is a complete 
lack of faith in the ability of the political 
system to be a neutral artitraior of com¬ 
peting interests. In the spoils system so 
much in evidence today this constellation 
has logically led to an attack on the very 
exi.stence of a criterion of excellence. At 
the same time we notice a different but 
related trend. Those intermediate castes 
which have made use of reservation in 
some degree begin using the idiom of 
excellence and at times even border on 
Eopposition to reservation. 

It is particularly unfortunate that in this 
proce.ss something fundamental is lost sight 
of. It is the realisation that no society has 


advanced without the pursuit of excel¬ 
lence. As discussed above the criteria are 
forever in a state of change. The saddest 
part is that in this altered discourse it is 
the genuine aspirants and the ones with 
the most legitimate claims for protective 
discrimination that arc getting hurt. Once 
the notion of excellence is disputed it 
becomes ail loo easy to confer the advant¬ 
age of reservation not on the most de.serv- 
ing but on those who have ‘acce.ss' and 
influence. Apart from the problem that 
those who require protection do not receive 
it this state of affairs results in yet another 
disaster in that unde.serving beneficiaries 
show the scheme of reservation in poor 
light. It helps critics to adopt an attitude 
of “I told you so" when performance is 
below the desired level. This is not all. It 
enables wrong selections, from among other 
sections including affluent backwardca.stes 
who manage to stay on the reservation 
wagon (very often undeservingly) to be 
justified. After all every kind of ineffi¬ 
ciency can now be easily ascribed to 
numerically large categories of beneficia¬ 
ries like the scheduled castes - they arc 
numerically large because of the percent¬ 
age of reservation and bccau.se there is a 
tendency to treat SC as a homogeneous 
group. It is not uncommon in Karnataka 
to hear upper castes expressing anger 
against the SCs and be seemingly unaware 
that their competitors are generally from 
the other backward classes It is amazing 
to find reservation being .spoken of as if 
it applies only to the .SCs and the STs. One 
is almost tempted to see in this a hidde.n 
agenda to discredit the most deprived 
groups as well as pintcctivc discrimina¬ 
tion. The situation is rather similar to the 
anti-immigration protests in western coun¬ 
tries where unemployment is attributed to 
immigrants unmindful of the unwilling¬ 
ness of local people to do the jobs which 
the former take. 

Quamty vs EOiIALITY? 

It is ncce.s.sary then to place the is.suc 
of re.servation in a new framework which 
explicitly takes cognisance of the changes 
occurring in the economy. Also the frame 
of discourse should seek to avoid the 
dichotomy between quality and equality, 
rather the focus should be on blending and 
harmonising the two. Earlier in the absence 
of reservation elite domination kept several 
sections of society outside the mainsticam 
as it were. Insistance on quality as per¬ 
ceived by the elite lesulted in a near 
monopoly for the privileged sections. 
Protective discrimination, despite its sev¬ 
eral faults especially in implementation, 
has opened the arena to more people and 
to an extent has helped the participation 


of previously marginalised groups. This 
is not to suggest that reservation has 
succeeded in its panacea role but it cannot 
be denied that it has played sot.e role at 
least 111 the direction of democratising 
entry into what I call the ‘big league’. 

However against the backdrop of the 
trends described above tittle effort is made 
to combine quality and equality. It is 
forgotten that lack of attention to equality 
today will perpetuate inequalities and at 
the same time neglect of quality will mean 
that tomorrow’s economy and society may 
not possess the resilience and strength to 
promote equality. In order to make this 
a reality it is e.ssential that the realatively 
better-off are kept out of the ambit of 
reservation thereby avoiding the ‘free ride’ 
problem and that within every category of 
reservation are also the general ones the 
accent is on quality. It is obvious that in 
choosing among the reserved categories 
the welfare of the most disadvantaged is 
constantly kept in mind. 

An important area where the interests 
of the youth in the SC and SC categories 
in particular are wholly compromised is 
in education. A large proportion of these 
young people arc virtually first generation 
learners and language is a serious handi¬ 
cap. Predictably this is specially so with 
English. Unlike youngsters who come fiom 
educated families these have no opportu¬ 
nity to hone their language skill in English 
at home and their schooling does little to 
develop the ability. This is the reason 
many of them find it difficult to cope with 
the demands of higher education and our 
system offers them no help. From the 
outside there are voices urging the virtues 
of instruction in the mother tongue. These 
voices arc not only the politicians’ but of 
the litciaii. While no objection can be 
raised at the level of theory to this pre¬ 
scription the fact is that children from 
deprived backgrounds have their problem 
compounded by denial ot access to En¬ 
glish. Further, since English is still mw h 
.sought after and English medium schools 
uintinuc to thrive - they arc patronised often 
by votaries of the mother tonguc/rcgional 
language, indeed one suspects that many 
of them start preaching after their children 
arc safely out o( school (otherwise the 
wife/mother is readily available to be made 
a scapegoat) - there emerge two clear 
divisions in society-based essentially on 
language ability. Naturally the deprived 
also end up having no access to high paid 
non-state sector jobs which will continue 
to be the haven of the pnvileged. 

(This is a modified version of the author's paper 
titled' 'Rcservuiion Quality and Equality’ 
publi.shcd by the National Institute of Advanced 
Studies. Bangalore 1998.1 
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NHPAL 

Politics of Fragmentation 

MaiijiishrL’e I'hapa 
Hari Koka 

I'Ik' c hcuif’in}^ pattern of political parties in the country appears 
hafilint’. Whether large or small these parties have proven unstable 
over these years with personalitv clashes and petty quarrels causing 
splits and realignments rather more often than genuine difference of 
opinion on national or international issues. 


A DECADIi alter the I MOO restoration oC 
denioeracy. Nepal has recottnised 
political parlies, most ot them vying for 
legitimacy. Six have successfully e.slab- 
lished themselves as national parlies: the 
Nepali C'ongress Party, the Nepal Tom- 
itiuiiisi Parly (United Marxist Ixninisi), 
the Nepal Communist Party (Marxist 
l.e.ninist), the Rastriya Prajatanira Party 
(Thapa). the Rastriya Prajatanira Party 
(C'hand) and the Nepal Sadbhavana Party. 
About six more arc considered significant 
political forces. Whether large or small, 
these partic.s have proven unstable over 
these years, with personality cla.shes and 
ideological battles splayed lor all to see 
111 the headlines ol parly -backed weeklies, 
often leading to a breakaway splinter group 
or to a down-the-middle split. 

In the 1*}*)*) general elections voters 
surprised political pundits, and seemingly 
even themselves, by giving a majority of 
111 .seats m the 2()5-house of parliament 
to the Congress Party. Many intellectuals 
were quick to praise the maturity of the 
Nepali voter (who had acted much more 
wisely than their Indian neighbours, it was 
said) for rejecting the kind of round-robin 
coalitions which had frustrated governance 
for the past four years. A more modest 
explanation lor tlic Congress majority may 
come from that iust that its major oppo¬ 
sition. the Communist Party of Nepal 
(UMl,) had .split into iwojust a year before 
the general elections. The UML and the 
nreakaway Communist Party of Nepal 
(ML) waged fratricidal battles with each 
other during the elections, olten support¬ 
ing the Congress or other parties in the 
hopes of decimating each cither. This 
strategy paid oft for the UML, which won 
a total of 71 .scats and succeeded in ehini- 
niiting the ML liom parliament. The 
C'lngress Party was left celebrating the 
inosi victory parades. 

llcc.mse the UMI.-MI. split was so 
obviously -vll-desiructive to both the 
parties in; u.sts, its rationale remains 
somewhat b.itilii g to .ill but those respon¬ 


sible for it, who maintain that the breakup 
stemmed from ideological differences. It 
is true that ML members, then part of the 
minority wing of the UML, differed sharply 
with the majority over the 1998 renewal 
of the Mahakali Treaty with India. The 
minority maintained that the treaty upheld 
greater Indian use of the waters of the 
Mahakali river along the western Nepal- 
India border. They also clashed with the 
majority in demanding that Indian troops 
he removed from Kalapani, an area along 
the river where border demarcations were, 
and still remain, in question. And while 
the majority favoured the proposed con¬ 
struction of the Pancheswor Dam along 
this same river, the minority opposed the. 
project on grounds that its agreement would 
grant India unequal water sharing rights. 

In the elections the ML thus positioned 
Itself as u nationalist force and accused the 
UML of kowtowing to the interests of the 
Indian government. There was, however, 
little in the two parties’ election manifes¬ 
tos to attest to an ideological divergence 
between them. Both partic.s remained 
committed to the somehow-communist 
principle of janatako bahudaliya janabad 
or people’s multiparty democracy’, a 
socialist stance carefully worded to avoid 
the taboo word ’socialism’. Btith identi¬ 
fied themselves as the party of the poor. 
And both managed to win voters’ trust 
based on their identical platforms. Jointly, 
the UML and the ML garnered 37.12 per 
cent of the popular vote, beating the 
Congress Party’s 36.14 per cent. 

Informally, party workers tend to iden¬ 
tify the cause of the UML-ML split as 
being cultural rather than ideological With 
Us heated intellectual debates and lengthy 
deliberations extending all the way down 
the ten-tiered party structure to-approxi- 
matcly 80 per cent of the wards throughout 
the country, the joint UML was known for 
its comparatively participatory decision¬ 
making process. (The Congress Party, by 
contrast, has tended to centralise dec ision- 
making power in the hands of the central 


working committee and the party presi¬ 
dent.) Still, according to workers, the UML 
majority did not see any gain in tolerating 
the minority or engaging in dialogue over 
differences. The party - or more specifi¬ 
cally, its leaders - sought to surround 
themselves with supporters and .syco¬ 
phants. and to eliminate detractors. The 
party lacked a democratic culture. 

Despite the bitter accusations and 
counter-accusations exchanged till recently 
by the ML and UML, there arc indications, 
now. that party leaders arc conferring over 
the prospects of a merger. The reason for 
this union can easily be found in their 
losses at the polls. Yet if the sharp ideo¬ 
logical difference over Mahakali river- 
related issues remain unresolved, and if 
there is no significant change to the party 
culture, their rationale for uniting could 
end up just as baffling as their rationale 
for breaking up. 

The rc.st of the splintered left of Nepal 
seems to be following a similar move 
towards merging and regrouping. Cur¬ 
rently there is talk of unity between two 
small underground parties, the Nepal 
Communist Party (Masai) and the Unity 
Centre. (Both these parties conduct elec¬ 
tions fmm other above-ground platforms, 
rc.spcctively the Ra.striya Janmoreba with 
five scats in parliament and the Samyukta 
Janmorcha with one .scat.) 'fhcrc is also 
speculation as to the fate of the Nepal 
Communist Party (Maoist) which has since 
1995 waged a guerilla ‘People’s War’ 
Sgainst parliamentary democracy, incit¬ 
ing violence and also falling victim to 
brutal government crackdowns that have 
alarmed human rights activists. The ( on- 
gress government is hoping to use a 
combination of force and incentives to put 
an end to the Maoist insurgency, but efforts 
so far have yet to yield good results. 

No matter how united the communist 
parties of Nepal may become, they will 
perhaps always fail into three ideological 
camps. Centrcmo.st is the democratic camp 
consisting of the UML, ML and the Nepal 
Workers and Peasants’ Party which has 
one seat in parliament. To their left are the 
traditional communists, comprising of the 
Masai and the Unity Centre. This camp re¬ 
jects the UML/ML’s principle of ’people’s 
multiparty democracy’ in favour of ’naya 
janabad’ or ‘new democracy’, a .somc- 
how-democratic system that enforces co¬ 
operation between political parties which 
all serve communist ideals. The Maoists, 
on the extreme left, advocate nothing less 
than a Chinese-stylc peasants’ revolution. 

The communist partic.s are not alone in 
their displays of iastability, in their pro¬ 
clivity to fragment and unite unpredictably. 
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In 1997. the conservative Rastriya Praja- 
tanlra Party split into two remarkably 
similar parties named after their leaders: 
RPP (Thapa) and RPP (Chand). The two 
were said to differ in their proximity to 
the Royal Palace and in their nationalism 
vis-a-vis India; but with identical pro¬ 
grammes and with some members even 
(floating back and forth between them, the 
split seemed to reveal ego rather than 
ideological clashes. With 19 seats in 
parliament at that time and 11 today (all 
belonging to the Thapa faction), this split 
does not .seem to have served these con¬ 
servative parties well. There is now. as 
there has been many times before, specu¬ 
lations of their possible union. 

The case of the ruling Congress Party 
is more unique. This is a party that, in the 
words of a senior diplomat, will neither 
break up nor unite. Since forming its first 
government in 1994. the C^ongress has been 
known for its deep, and usually embar¬ 
rassingly public rifts. Prime minister 
Krishna Prasad Bhattarai currently leads 
onclaction within the party.a faction which 
seems to be losing ground to the more 
powerful faction led by party president 
and lormer prime minister Girija Prasad 
Koirala. There are also smaller sub-groups 


within the party, most notably a group led 
by former prime minister Sher Bahadur 
Deuba; but these sub-groups tend to be 
unstable, often shifting their loyalties 
between the Bhattarai and Koirala factions. 

The clashes within the Congress Party 
are unabashedly power-related. With the 
exception of a few leftover socialists from 
the time of the party’s origins. Congress 
leaders are equally committed to waiting 
for market miracles to save the nation, 
sometimes promising to turn Kathmandu 
into Singapore, and at other times the 
whole nation into Switzerland. Much to 
the embarrassment ol intellectuals clo.se 
to the party, the Congress’ most heated 
debates centre not on policy matters, but 
on who will get a ticket from which elec¬ 
torate. and which faction will control the 
central working committee. In the 1994 
elections, veiy strong objections over ticket 
distribution led a small dissident faction 
to splinter off. 'I'his faction quickly plum¬ 
meted into political oblivion. Though there 
were no such splinter groups in this last 
election, party members did wrangle 
fiercely over the distribution of tickets. 

Given to positioning themselves as the 
Nehru dynasty of Nepal, the Koirala fam¬ 
ily seems determined in its pursuit to lead 


the Congress and the nation. Along with 
his political aspirant daughter Sujaia, G 
P Koirala is flanked in the party hierarchy 
by niece and former deputy prime mini.stcr 
Shailaia Acharya; nephew and party gen¬ 
eral secfctarv .Sushil Koirala; si.stcr-in-law 
and former minister of women and .social 
welfare Lila Koirala; brother-in-law and 
minister ol agnculluie Chakra Bastola, 
and si.stcr-in-law Nona Koirala. While 
many applauded G P Koirala's concession 
of the prime minister post to Bhattarai 
after the 1999 elections, it is cleat that he 
has no intention of loo.scniiig his .siianglc- 
hold over Congress politics. This last July 
Koirala restructured the central working 
committee, removing many Bhattarai 
loyalists and replacing them with his own 
supporters Those threatened Iiy this move 
have grumbled vocally; but such grutn- 
blmg-and even shouting, name-calling, 
slandering - the Congress party is used 
to. This is one party in Nepal in which 
a split could be easily explained. But the 
party keeps staying together through bitter 
words, through acrimony and accusations 
and bad blood. In this ca.se it is not the 
fragmentation of the party, but how the 
party manages to prevent t'ragmcnlniion. 
which is bafl]ing. 
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This book is written for undergraduate (B A or B Com.) students at the Indian universities who have taken 
at least one Macroeconomic course. It deals with macro-monetary economic concepts in complete detail and 
makes them understandable to economics students. The book consists of 21 chapters - many of which are 
theoretically rigorous. It builds a macro model of an economy with the help of such famous macroeconomic 
concepts as IS-LM, Aggregate Demand-Aggregate Supply, Phillips Curve, Crowding-out, Expectations Theories, 
Purchasing Power Parity (PPP) Theory and Balance of Payments (BOP). It also includes applied theoretical 
chapters such as application of crowding-out, PPP, demand for money to the Indian conditions, and India's 
BOP movements. 

The analysis in every chapter is carried out with as little mathematics as required for the exposition, and 
“simplicity in explanation" is considered as of paramount importance. Most of the explanation is carried out 
in terms of graphs. All figures a^'e kept simple and there is more emphasis on economics rather than on statistics 
and/or mathematics. There is also some policy-oriented chapters on such topics as the anticipated full flexibility 
of Indian Rupee and Impact of Monetary policy in case of India. In general, the present book is the most expository, 
thorough, simplistic and applied monetary economics in the Indian market. The book springs out of Prof. Kulkarni’s 
successful textbook in USA published by Kendall/Hunt Publishing Company, Debuque, Iowa that is in the third 
edition. Besides these books Prof. Kulkarni has published two other research books and has authored 45 refereed 
journal articles many of which have appeared in famous Indian journals. He is considered as an authority in 
Monetary and International Economics areas. He has been awarded Outstanding Faculty Researcher/Scholar 
Award, but to him of no less significance is the nomination by his students in the Who’s Who Among America's 
Teachers. 

Please order your copies from the following address: 
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2/10, Ansari Road, Post Box 7092, 

Daryaganj, New Delhi - 110002. 
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Power Relations and Panchayats in UP 

U Kalpagam 

Unequal Partners: Power Relations, Devolution and Development in Uttar 
Pradesh by G K Licten and Ravi Srivastava; Sage Publications, New' Delhi, 
pp 297, Rs 395 (cloth). 


THIS book cxplore.s aspects of domi nance 
in ranil Uttar Pradesh. Its primary focus 
is the role and performance of village 
panchayats in development. Through an 
analysis of ground-level reality in six 
villages spread over three districts from 
eastern, central, and western Uttar Pradesh, 
the study examines the constraints and 
potentialities of devolution of power and 
money to the lowest level decision-making 
authority, the village panchayat. The 
opening chapter traces the history and 
highlights some of the critiques of 
panchayati raj institutions, and notes that 
the i.solation of village democracy from 
party politics as hitherto conceived was 
an important factor in its failure to have 
any signiFicant impact on rural develop¬ 
ment. Although the transition towards a 
new model of open democratic partici¬ 
pation since the 73rd constitutional 
amendment in 1993 is a significant 
departure, the efficacy of the present model 
in the authors' view is based on the 
assumption that the highly unequal access 
to resources in rural areas willbe modified. 

The next four chapters provide a detailed 
analysis ol the dynamics of rural 
transformation in the state. I'he authors 
note that there has been some dynamism 
in the lural economy leading to the 
emergence of new economic classes in the 
public arena which has led to political 
turbulence as well. There has been a 
widening of the base of landowncrship on 
account of land reforms. Some backward 
and intermediate castes as well as some 
.scheduled castes were able to become 
landowners. The abolition of zamindari 
only led to large-.scale eviction of tenants 
without significantly altering the 
dominance of the major proprietary castes, 
the brahmins, thakurs, jats and ashraf 
Muslims. Agricultural dynamism instilled 
by the Green Revolution, which initially 
was confined to the western region, has 
spread toother regions as well, thus closing 
the gaps in growth and productivity 
between regions. Employment in 
agriculture has in general been 
disappointing although there has been an 
increase m real wages, but non-agricultural 
employment has increased even if it often 
involves temporary migration. In spite of 
this dynamism ai the macro level, the 


traditional hierarchies at the village level 
are not significantly altered for each of the 
six villages have theirown particular social 
specificities such as the dominance of Jats 
or brahmins, etc. 

The succeeding chapters focus on power 
relations first at the level of the three 
districts - Muzaffamagar. Rae Bareli and 
Jaunpur- and then in the six villages taken 
up for the .study - Siswa, Newa, Teka 
Janwa, Jasra, Birpur and Belapur. Patterns 
of castewisc dominance in land and asset 
ownership, education and occupational 
divcrsiHcation arc presented for all the six 
villages based on data from household 
surveys conducted by the authors. The 
unmitigated jat dominance in Muzaf¬ 
famagar district is reflected in their 
dominance in the panchayats of the two 
villages, Siswa and Newa. In Rae Bareli’s 
two villages, Jasra and Teka Janwa, the 
traditionally dominant castes have now to 
contend with the emerging landholding 
‘other backward castes' (OBC). This 
according to the poorer classes, has 
mitigated to a considerable extent the 
dahdaha of the traditional castes. In the 
Jaunpur panchayat of Birpur, brahmins 
and thakurs arc still dominant, while the 
Belapur brahmins have in recent years put 
up spectacular shows of violence and 
dominance in their village. The authors 
thus contend that by and large the 
congruence of ca.stc and class still holds 
good, with only some uneven disjuncturcs 
between the two. Dominance has to some 
extent been challenged by the poorer 
classes. Both the decline in traditional 
services performed by the poorer classes 
on account of Biradari solidarity and the 
increase in real wages on account of the 
Jawahar Rozgar Yojana (JRY) have 
increased the bargaining power of the 
poorer classes. Although the authors have 
taken up ’ 76 pages of the book to explain 
the nature of rural dominance before 
launching on their discussion of 
panchayats, these chapters arc useful in 
understanding the constraints' in the 
functioning of panchayats. 

After surveying 250 panchayat members 
from 25 panchayats before the new 
panchayat elections in 1995 and a few 
members of the new councils, the authors 
report that many candidates to the 


panchayats before 1995 were elected 
unopposed signifying some kind of 
dominance relations, many panchayats 
only existed in name but were otherwise 
non-functional as meetings were hardly 
held, and the village pradhans had in most 
instances become dominant and villagers 
were very frightened to talk about them. 

In the new panchayats formed after 1995, 
OBCs and SCs have gained representation 
and many are agricultural labourers or 
poor peasants with low levels of literacy. 
Similarly, although there were many 
illiterate and poor pradhans in the new 
councils, they often tended to be pradhans 
by proxy, the rich landowners being the 
king-makers. Such proxies also abound in 
the ca.se of women members and women 
pradhans. The new legislation of reser¬ 
vation for women and SCs was not viewed 
favourably by the richer classes. Intense 
factionalism in the villages created 
obstacles lorthc panchayats in undertaking 
even small development projects like road 
construction. The authors' general con- 
elusion is that panchayats are not 
functioning properly and in many ca.ses 
were not functioning at ail. It is to the 
credit of the authors that they interviewed 
a large number of women. 

The panchayats’ role in the village 
development programmes was also 
evaluated. The selection of the beneli- 
ciarics for the IRDP programme by the 
village pradhan often resulted in the 
selection of ineligible bcnericiaries as well 
as corruption. Since 1989 the JRY funds 
have devolved directly to the panchayats 
which despite a pour record on the 
employment front has pushed up wages. 
Despite this record, villagers over¬ 
whelmingly supported greater devolution ^ | 
of resources to the village panchayats with 
the caveat that there be better supervision 
over the management of funds. 'The study 
also did an insightful exercise of 
prioritising development expectations of 
the different classes. Across the board, 
everyone wanted a more responsive 
administration; the poorer classes favo¬ 
ured land reforms and redi.stribution of 
a.s.sets. 

The overall conclusion of the book is 
that whatever be the deficiencies of the 
panchayat system, it has opened up 
expectations of a more broadbased 
participatory democracy, and since these 
expectations cannot be rolled back, there 
is ground for optimi.sm in the future. 
Combining anthropological and economic t| 
methods of inquiry, the authors have 
provided a serious study of an important 
a,spect of the democratisation process. 
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Sense on Pokhran II 

Vyay Prashad 

Riding the Nuclear Tiger by N Ram; LcftWord Books, New Delhi, 1999; 
ppviii+ 120, Rs 175 (hardcover), Rs 60 (paperback). 


MOST commentaries on the Indian and 
Paki.stan nuclear ‘tests’ remain at the level 
of the superficial, as we read reports of 
‘popular support’ and of the machinations 
of the various international regimes vis- 
a-vis the two states. Only a few commen¬ 
tators have offered us balanced and rea¬ 
soned analyses of these events, one of 
whom is N Ram (whose Frontline carried 
splendid technical and political pieces). 
Under review is Ram’s book. Riding the 
Nuclear Tiger, written in conjuncture, as 
he notes, with the physicist T Jayaram. 
Th6 book is without parallel as a summary 
account of the perils of ‘atomic diplo¬ 
macy ’ Indo-Pak style. In this review, I will 
examine .some of Ram’s main points, but 
I will also amplify them with the expe¬ 
rience of Kargil (since I read Ram’s book 
with those events in the background). 

It does not take Ram long to cast away 
the infamy of ‘deterrence’. Drawing from 
a host of wonderful material. Ram cuts at 
deterrence from two angles. First, he shows 
that ‘deterrence’ itself is both a logical 
fallacy and a historical failure. On the lat¬ 
ter count, the nuclear powers did not feel 
deterred by the policy of Mutually Assured 
Destruction (MAD). On thecontrary, many 
of the.se states pursued advcnturi.st inter¬ 
ventions acro.ss the globe at the expense 
of each other (hence, Kargil). Second, for 
the subcontinent, both India and Pakistan 
lack an acceptable early warning system 
to offer each other the comfort of deter¬ 
rence. Rather than take shelter in the hope 
t)f MAD, each side will, if nuclear weap¬ 
ons enter the arsenal, await a '(Irst-strike’ 
from the other. Any error in the in.stru- 
ments may result in an accidental, but no 
less deadly, release of nuclear missiles. In 
the event of a nuclear exchange, “neither 
Pakistan or India will be spared the effects 
of the fall out of radioactive material” 
(p 30). Given the lack of confidence be¬ 
tween the two states, and given Pakistan’s 
inferiority in conventional weapons, there 
is every indication that a nuclear strike 
might occur. “If there is a grave crisis with 
the possibility of nuclear confrontation”. 
Ram notes, “the temptation to move to¬ 
wards a first-strike posture will be over¬ 
whelming if nuclear weapons are already 
deployed. Armies in the real world plan 
for the use - not the non-use - of their 
weapons” (p 82). This is what perhaps 
prevented the Indian army from opening 
a .second fmnl in Rajasthan during the 
Kargil conflict. 

The anti-communist edge to atomic 
diplomacy was on display in the days after 


Pokhran II when the BJP-led government 
targeted China as the threat to India. Ram 
quotes from Aija/ Ahmed who noted 
perceptively that “this focus on China is 
deliberate, as the beginning of a methodi¬ 
cal red-baiting offensive within the coun¬ 
try, as the inauguration of an arms race 
on the Asian continent, and as an appeal 
to long-term US goals in Asia” (p 6). As 
Ram as.serts, “the appeasement policies 
followed by the BJP led government after 
the nuclear explosions have enabled the 
enforcers of the Washington Consensus, 
led by the US, to tighten their grip over 
India’s economic and political policies in 
a manner that could not have been fore¬ 
seen in, say, early 1998" (p 10). 

The attempt to appease the US led India 
to forgo a rather useful history of anti¬ 
nuclear activism. Indeed, Ram argues that 
“with their nuclear misadventure, the 
government of the Hindu Right and the 
strategic affairs apologists have attempted 
to lay a rich SO-year legacy to waste, and 
in doing so have alienated people of 
goodwill everywhere” (p 8). The 
‘swadeshi’ decision to demonstrate ‘shakti’ 
was followed without much ado with the 
‘videshi-backed’ acceptance of the proto¬ 
cols of the CTBT. India, until recently, 
refused to sign any treaties that perpetu¬ 
ated the discriminatory nuclear bargain. 
Todeal with ‘nuclear apartheid’, the Indian 
government from 1945 until 1998 “worked 
out for its own guidance clear rules for 
the game that kept the independent ele¬ 
ment and the peaceful development ele¬ 
ment in balance and thus stood the country 
in good stead”. This included India’s 
refusal to allow “full-scope safeguards” or 
for external surveillance of its peaceful 
nuclear programme (p 50). To sign the 
CTBT now, as the BJP seems wont to do, 
shows both “the subversion of a well- 
tested policy committed to independence 
as well as peace” as well as “exaggerated 
elaims” about the capacity of India to be 
a nuclear power (p 74). CNR Rao argues 
that Pokhran II exemplincd “trivial sci¬ 
ence” (p 60) - little that was learnt there 
will help produce a modem, nuclear ar¬ 
mory. Drawing from this sort of comment 
(and from extensive work by T Jayaram), 
Ram points out that “India’scurrent nuclear 
status is probably best described as 
‘pseudo-weaponised’ and it is extremely 
unlikely that its ‘nuclear deterrent’ will 
become ‘credible’ in any global sense in 
the foreseeable future” (p 76). This is an 
argument that one has not heard anywhere 
else, and it is unique both to this book and 


to T Jayaram’s columns in Frontline. 

What should the Left do in response to 
‘atomic diplomacy’? Ram argues that 
“from a democratic and progressive stand¬ 
point, the pursuit of independence on the 
nuclear question needs to go hand in hand 
with the non-hawkishness, self-restraint, 
and a genuine commitment to the global 
dc-legitimisation and elimination of 
nuclear weapons”. As he rightly points 
out, this stands diametrically opposed to 
the Jaswant Singh-Arun Shourie line that 
calls for one set of rules for nuclear powers 
and another for those without nuclear 
bombs (p 52). Rqm’s position also stands 
some way apart from those who draw 
upon Edward Thompson to call for a 
unilateral abandonment of the nuclear 
option. In the face of imperialist pre.ssure, 
sutes like India must neither elect the 
nuclear bomb nor should they compro¬ 
mise their sovereignty by signing a dis¬ 
criminatory nuclear bargain. It is far better 
to stand apart from the hypocrisy of the 
NPT-CTBT and to fight for a genuine 
disarmament regime. 

“After our nuclear tests”, said General 
Pervez Musharraf (chief of army staff, 
Pakistan), “Pakistan is talking to India on 
an equal basis. We arc not talking to India 
from a weak position” (p 62). Before 
Pokhran 11,^ India held a large conven¬ 
tional weapons advantage over Paki.stan. 
With Chagai, (he imbalance was rendered 
useless, since Pakistan could now threaten 
to u.se the ultimate weapon if it was put 
into a conventional bind. In order to make 
Kashmir an international issue, Sharif and 
his Generals indulged in an adventure that 
would horrify the world with the prospect 
of nuclear war and therefore draw the 
‘international community’ into delibera¬ 
tions over Kashmir. Indeed, as Sharif and 
Vajpayee prepared to meet in late July 
1998 “a Pakistani barrage of bombard- 
menbi, begun in early July, peaked and the 
targets shifted inwards, hitting positions 
as far away as 20 km from the LoC’. With 
the high casualties as a backdrop, Pakistan 
came to the SAARC meetings to ask that 
India and Pakistan di.scuss nothing else 
but Kashmir. ‘Bus Diplomacy’ and the 
Lahore Declaration provided little confi¬ 
dence measures for the two .sides. As Ram 
notes, “those who read into Vajpayee’s 
pacifist rhetoric at Lahore the message 
that the bellicosity of the Hindu Right on 
relations with Paki.stan is behind us are 
living in a world of maya” (p 90). For 
instance, the Pakistani government, what¬ 
ever its motives, did offer not to deploy 
nuclear weapons (as in Sartaj Aziz's 
November 1998 statement). Fernandes did 
not respond. “The leading share of respon¬ 
sibility for the failure of the Lahore ex- 
erci.sc to achieve real progress towards 
resolving the India-Pakistan nuclear stand¬ 
off rests”. Ram argues, “with the BJP-led 
government” (p 88). 
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SPECIAL ARTICLES 


Electoral Politics in Indian States, 1989-99 


THIS special number brings together a 
collection of articles on electoral politics 
in India in the last decade. Most of the 
articles here focus on one state and take 
a close look at the trends and patterns in 
the scries of parliamentary and state as¬ 
sembly elections since 1989. The authors 
examine the electoral outcome as revealed 
in the aggregate data by placing it in the 
context of the structural attributes of state 
politics. In addition to this, they also weave 
into their interpretation the available survey 
data from the various surveys carried out 
by the Centre for the Study of Developing 
Societies (CSDSl. There are also some 
general articles that examine the process 
of electoral and political change at the 
national level in this period by focusing 
on a party (Congress and the B J P). a group 
(dalits) or a process (ca.stc and politics). 
But such is the salience of the slate level 
analysis in this period - characterised as 
the ‘third electoral system’ by Yogendra 
Yadav in his overview - that even those 
articles that do not focus on any state place 
state politics at the centre of their analyti¬ 
cal frame. 

Competitive politics in India has under¬ 
gone a major change in the last two elec¬ 
tions - a process that began around the 
turn of the decade. 'ITic transformations 
within it reveal a bewildering array of 
patterns and give the impression of a 
gigantic mess that one cannot possibly 
make .sense of. The electoral develop¬ 
ments in the states do point, as most articles 
presented here will show, to the emer¬ 
gence of certain bipolarities, either in the 
form of competition between two parties, 
or often between two competing alliances. 
But there the similarities - or the possi¬ 
bilities of a larger pattern - seem to end. 
Beyond this express level of ‘common¬ 
ness’, we can see at play an extreme flu¬ 
idity of electoral-political permutations 
and combinations. 

A common theme that runs through most 
of these articles is how the old, received, 
but hitherto dormant identities get 
mobilised and in.scrted into the grids of 
the representational democratic process. 
D L Sheth draws our attention to the three 
processes that are transforming the insti- 


Aditya Nigam 
Yogendra Yadav 

tution of caste; dc-ritualisation, class- 
isation and politicisation. Several articles 
bring out how dormant social identities 
acquire a new salience in the context of 
electoral competition. They could be of 
the type in Assam where the endless 
unravelling of identity leads to one kind 
of fragmentation ^und also subsequent 
‘normalisation’); or they could be the 
Gujarat type of conflicts where the 
Hazooria-Khajooriadivide within the BJP 
reveals ereupiion of social conflicts 
inside the very instruments/parties that 
were meant to externalise them. Social 
conflicts could, on the other hand, take a 
more explicit form as they do in the politics 
of Bihar. But even there, we could have 
the painful forging of a ‘bahujan’ or 
‘shudra’ identity go through endless ne¬ 
gotiations - often excessively influenced 
by conflicts between regions like the cast 
and the west in UP or between the yadavs 
and the kurmis and koeris in Bihar. The 
unravelling of the old OBC bloc that has 
been going on for some time now seems 
to have reached its culmination. Recent 
developments have further accentuated this 
process with the remainder of the JD going 
to the NDA. Recent developments in 
Karnataka present another instance of this 
process. The divergences in voting 
behaviour between the assembly and the 
parliamentary elections which formed a 
kind of stable pattern in the past have been 
unsettled. 

Equally importantly, it .seems no longer 
po.ssible to think of even 'national parties' 
like the Congress as homogeneous enti¬ 
ties. In their study Anthony Heath and 
Yogendra Yadav show that the Congress 
represents different social forces in differ¬ 
ent states, depending upon whom it is 
facing as the main opponent. Oliver Heath 
examines the relationship between the 
BJP’s entry into new regions and alliance 
building on the one hand and the broad¬ 
ening of its social base on the other. Both 
these articles demonstrate that the ‘na¬ 
tional’ and ‘regional’ parties arc not all 
that different from one another - the pro¬ 
files of the former are also subject to 
continuous remaking through the 
mobilisational successes of the latter. 


These and other articles that follow are 
exploratory in nature. Far from providing 
a definitive answer or a collective theory, 
they arc aimed at raising .some questions 
and preparing the ground for more nuan- 
ced and rigorous studies of democratic 
politics. The.se explorations arc anchored 
in the desire to escape the two extremes 
of the discipline of political .science - 
mindless empiricism on the one hand and 
impressionistic theorisation on the other. 
For the last two decades studies of Indian 
politics have suffered from a lack of re¬ 
liable information base. The authors of tlie 
papers in this issue are part of an ongoing 
coUecti vc effort at gathering data on politics 
through large-scale surveys of the elector¬ 
ate. They along with some others form a 
network of scholars working in associa¬ 
tion with Lokniti: Institute for Compara¬ 
tive Democracy, a research programme of 
the CSDS. This network came into being 
through participation in the research 
projects National Election Study 1996 
(NES 1996) and National Election Study 
1998 (NES 1998). These studies build 
upon the legacy of National Election 
Studies of 1967 and 1971. They are em¬ 
pirically grounded yet theoretically 
sensitive studies of Indian politics which 
attempt to go beyond the mere numbers 
of electoral politics to try and under¬ 
stand the larger forces and long-term 
changes taking place in Indian politics and 
society. The studies presented here pro¬ 
vide a first cut analysis of the data thus 
obtained. 

NES 1996 and NES 1998 include five 
waves of all-India surveys of a nationally 
representative sample of the electorate, 
conducted before and after the Lok Sabha 
elections in those years. A target sample 
of 15,030 was approached and face-to- 
face interviews were conducted with 
9.697,9,266 and 9,83? respondents in the 
pre-, mid- and post-poll surveys respec¬ 
tively in 1996. The same panel was con¬ 
tinued for the study in 1998 with some 
additions for new voters and actual inter¬ 
views were conducted with 8,938 and 
8,133 re.spondents in the pre- and post¬ 
poll surveys, respectively. The sample 
was spread across 20 states and union 
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territories, 108 Lok Sabha constituencies 
(one-fifth from each state), 216 Vidhan 
Sabha constituencies (two each from the 
sampled Lok Sabha constituencies) and 
432 polling booth areas (two each from 
the sampled Vidhan Sabha constituen¬ 
cies). The rx)k Sabha and Vidhan Sabha 
constituencies were selected by circular 
sampling (probability proportionate to 
size) and the polling booths by simple 
circular sampling. Each state was allotted 
a sample .size in proportion to its share in 
the national electorate. Within a polling 
b(X)th area the respondents were selected 
from the electoral register by circular 
sampling with a random start. An analysis 
of the sample profile convinces us that the 
NES series meets its goal of achieving a 
nationally representative sample that can 
stand rigorous scrutiny. We believe that 
this ongoing series should prove a valu¬ 
able source of data for anyone working 
on democratic politics and social change 
in India. 

[We would like to acknowledge the 
editorial help of Aditya Nigam. honorary 
associate fellow of Lokniti, CSDS, in 


putting together these papers for publica¬ 
tion. Earlier versions of most of these 
papers were presented at the two national 
workshops for state co-ordinators involved 
in NES 1996 held at the Department 
of Political Science, Utkal University, 
Bhubane.shwar in November 1996 and at 
the CSDS, Delhi in December 1997. 
Thanks are due to Mrs Kanchan Maihotra, 
Himanshu Bhattacharya and K A Q A 
Hilal of the CSDS Data Unit for providing 
survey data analysis and aggregate elec¬ 
tion data for these aiticles and to Bhuviui 
Chandra for word processing. 

The financial support of Indian Council 
of Social Science Research and The 
Hindu for NES 19% and India Today! 
TV Today for NES 1998 is gratefully ac¬ 
knowledged. 

At the national level the new NES series 
has been co-ordinated by V B Singh 
(principal co-ordinator) and Yogendra 
Yadav (national co-ordinator 1996) and 
Sanjay Kumar (national co-ordinator 
1998), all from the CSDS. At the state 
level, the surveys have been co-ordinated 
by Prakash Sarangi (Andhra Pradesh 


1996), K Srinivasulu (Andhra Pradesh 
1998), Apurba K Baiuah (Assam and the 
north-east), Sanjay Kumar (Bihar and Delhi 
1996), Rajendra Ravi (Bihar 1998), 
Anupama Singh (Delhi and Uttar Pradesh 
west 1998), Peter R deSouza (Goa), P M 
Patel (Gujarat), T R Sharma (Punjab, 
Himachal Pradesh and Haryana 1996), 
SudhirHilsayan (Haryana 1998). Sandeep 
Shastri (Karnataka), G Gopa Kumar 
(Kerala), Ram Shankar (Madhya Pradesh), 
Suhas Palshikar (Maharashtra), S N Misra 
(Orissa 1996), Bijoy K Bohidar (Orissa 
1998), S N Singh (Rajasthan 1996), Sanjay 
Lodha (Rajasthan 1998), G Koteswara 
Prasad (Tamil Nadu and Pondicherry), 
V K Rai (Uttar Pradesh east), M Aslam 
(Uttar Pradesh central 1996), M S Mishra 
(Uttar Pradesh central 1998), Pradeep' 
Kumar (Uttar Prade.sh west 1996 and Uttar 
Pradesh north 1998), Sajal Basu (West 
Bengal 1996) and Surojit Mukhopadhyaya 
(West Bengal 1998). 

Finally, our gratitude to the team of 
inve.stigators for doing fieldwork under 
trying circumstances and to all the respon¬ 
dents for their time and patience.] 
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Electoral Politics in the Time of Chaise 

India’s Third Electoral System, 1989-99 

Yogendra Yadav 

The popular reading of the last decade of electoral politics is of a rapid decline and impending collapse 
of Indian democracy. This essay attempts to contest this all too familiar view from above without yielding 
to the temptation of building its mirror-immage. The changing outcome of the electoral game in this decade 
is seen here as the reflection of a fundamental transformation in the terrain of politics which in turn is 
anchored in the process of social change. The voters choose differently in this decade, for, the structure 
of choice inherent in elections has undergone a change. Yet the choice often turns out. to be far from the 
act of sovereignty that the fiction of liberal democracy makes it out to be. 


AN attempt to understand the politics of 
electoral choice in contemporary India 
brings us face to face with a tension that 
lies at the heart of India's current demo¬ 
cratic transition, if not at the heart of 
democratic theory itself. The current 
decade represents the full unfolding of the 
contradiction between the logic of politi¬ 
cal equality and that of social inequality, 
something that Ambcdkar had wam^ 
against in the Consititution assembly it- 
.self. Hie dynamics of political equality 
triggered off by the institution of universal 
adult franchise and the .self-reproductive 
processes of the structure of socio-eco¬ 
nomic inequality inherited from the past 
have both crossed a certain threshold 
without being able to tame the other com¬ 
pletely. 

As the participatory upsurge leads to the 
downward spread of democracy, the 
political processes begin to disturb the 
inherited ritual social hierarchy and trouble 
the established elite with hitherto unknown 
anxieties. Since elections are associated 
with much of this upheaval, the spectacle 
of election has come to occupy an aura 
of samudra manthan', the grand ritual 
churning of the social .sea by the small 
gods of democracy with the help of the 
modem instrument of a vote. But just as 
this churning seems poised to yield the 
proverbial 'amrita', it comes up against 
the rocky bed of economic inequality. The 
maya of collective action and the invisible 
‘ rakshasa’ calledideology conspire against 
all the small gods. The churning does not 
stop, the spectacle goes on. Yet at some 
level it turns into a harmless game, subtly 
delinked from some of the gravest threats 
it posed to the lords who inherited the sea. 

It is hardly .surprising that the enactment 
of this story through a series of elections, 
all in the course of 10 years or so. has 
stumped analysts of Indian politics, often 
deceiving them into a surface reading 
of the entire process as no more than a 
horse-race of political entreprenures. 


Interpreting modem politics is a demand¬ 
ing activity in the best of times. But the 
cognitive demands placed on the inter¬ 
preter of contemporary Indian politics 
appear excessive even by that standard. 
For one thing, the received conceptual 
frames of various hues were never de¬ 
signed to grasp the specificity of the path 
of democracy in a poor, non-western 
society. Besides, there was no way the 
feeble intellectual attention given to the 
task of collecting relevant information and 
making sense of it in India could have met 
the scale and the pace of events in the last 
decade. 

Hie most common reading of the last 
decade of electoral politics, in its aca¬ 
demic and popular versions, is a story of 
the rapid decline and the impending col¬ 
lapse of Indian democracy. It finds signs 
of widespread election fatigue leading to 
popular disinterest in and cynicism to¬ 
wards politics. The last decade stands out 
for sudden outburst of .some of the mala¬ 
dies inherent in our system; the endemic 
multiplication in the number of political 
parties and the fractionalisation of the 
political space; the rise of regional parties 
and caste-community based parties that 
threaten to unleash fissiparous tendencies 
and a clash of primordial loyalties; end of 
ideology-based politics and the decline of 
political morality; and, of course, exces¬ 
sive political corruption, non-governance, 
disorder and instability. To sum up; our 
politics is one big mess. 

The principle ambition of this overview 
of the electoral politics of the last decade 
is to contest this ail too familiar view from 
above without yielding to the temptation 
of building its mirror-image. The chang¬ 
ing outcome of the electoral game in this 
decade is seen here as the rena;tion of a 
fundamental trani.fomiation in the terrain 
of politics which in turn is anchoreij in the 
process of soci al change. The voters choose 
differently in this decade, for the structure 
of choice inherent in elections has untter- 


gone a change. The size, the composition 
and the self-definition of those who choose 
have changed. More and more citizen from 
the lower rungs of society participate in 
this ritual of choosing, they come not as 
individual but as groups, and they bring 
with them their own tastes and worldviews. 
They have much more to choose from and 
they exercise their right to reject very 
frequenctly, as the si te of choice has moved 
closer home. Yet the choice turns out to 
be far from the act of sovereignty that the 
fiction of liberal democracy makes it out 
to be. The vofers can choose from a given 
set, but they cannot determine which set 
to choose from. They can elect .someone 
and then throw himself out, but there is 
precious little that they can do to ensure 
that the representatives actually represent 
them once in power. 

Third Electorai. System 

The period since 1989 is best charac- 
teri.sed as a new electoral sysiem,-thc third 
one since the inauguration of democratic 
elections in 1952. Normally the expres¬ 
sion ‘electoral system' isusedinthe limited 
sense of the formal rules that specify the 
procedure (first-past-the-post or the pro ¬ 
portional system, for example) followed 
in elections. In that sense there has b-ren 
no change in our electoral system. But 
political historians have also used the same 
expression to capture a certain constella¬ 
tion or pattern of the outcome and the 
determinants of electoral choice that 
characterise a certain period of history.’ 
In this substantive political .sense, we can 
talk of a new electoral system when we 
detect a destabilisation of and its replace¬ 
ment by a new pattern of electoral out¬ 
comes as well as its determinants. 

In this substantive sense the first four 
general elections from 1952 to 1967 fall 
under the first election system. The one 
party dominance of the Congress meant 
that the elections in this period were not 
seriously competitive in this period mariced 
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by a low level of electoral participation, 
liie choice wa.s between the omnipresent 
Congress and its regionally fragmented 
opposition; oltcn the opposition came from 
within the Congress. Electoral loyalties 
were fixed at the national level unless the 
constituency level preferences dictated 
short-term deviations from it. The voter 
of course did not vote as an individual, 
but rather as a member of politicised *jati'. 
Next to the candidates' party, their jati had 
some effect on the voting behaviour. In 
.social terms the castes that enjoyed the 
benefits of early entry into mcxlem edu¬ 
cation or early politicisation through the 
national movement or both dominated the 
list of elected representatives. The 1967 
election had already signalled a transition, 
for the monopoly of the Congress and the 
savama jatis was challenged for the first 
time in north India. The prtK’css had started 
much earlier in the south. 

Although Indira Gandhi’s unprec¬ 
edented electoral victory in the 1971 
election was initially seen as the restora¬ 
tion of the Congress dominance, in ret¬ 
rospect that election looks like a begin¬ 
ning of the second electoral system. The 
apparent continuity of the Congress was 
deceptive; the Congress that Indira Gandhi 
led to powci in 1971 was a new party that 
had to negotiate a new terrain of electoral 
politics. The move towards the new sys¬ 
tem was triggered off by the first demo¬ 
cratic upsurge in the late 196()s. The 
upsurge brought a great many new en¬ 
trants from the ‘middle’ castes or the OBCs 
into the game of electoral politics and 
turned it truly competitive. Congress was 
no longer the single dominant party but 
throughout the 1970s and 1980s it con¬ 
tinued to the natural party of governance, 
the pole around which electoral compe¬ 
tition was organised. The success or the 
failure of the attempts by the ‘opposition* 
to put up a united front again.st the Con¬ 
gress made a decisive difference to the 
electoral outcome. Elections turned into 
plebiscites where the effective unit of 
political choice was the entire nation, 
.sometimes .split along the north-south lines. 
A typical electoral verdict in this period 
took the form of a nation-wide or some¬ 
times state-wide wave for or against the 
Congress. The local specificities of a 
constituency simply did not matter. These 
electoral waves flattened the terrain of 
electoral competition, leaving little room 
for lixal variations. In social terms it was 
a pcriorl of cross-.sectional mobilisation 
via state wide jati alliances like KHAM 
in Gujarat or AJGAR in Uttar Pradesh. 
Ideologically, it was an era of populism, 
as the borrowed framework of western 


ideologies was adapted to suit popular 
taste.^ 

On the face of it. the 1989 electoral 
verdict appeared no different from the 
earlier wave elections of the second elec¬ 
toral sy.stem. In many ways that election 
indeed belonged to the earlier period. The 
rise of V P Singh had galvanised the 
opposition to the Congress. The anti- 
Congress wave in north India followed the 
.same logic of oppo.sition unity (captured 
so well by David Butlerand Prannoy Roy's 
index of oppostion unity) as the 1977 
wave. The Congress and the opposition 
tried their old social alliances. Yet there 
were .signs of the new order yet to be bom. 
Under the umbrella of Janata Dal, state¬ 
wide political formations had already 
begun to exercise a significant role in 
national politics. Devi Lai and Biju Patnaik 
were already major political players. The 
election result al.so carried signs of shift¬ 
ing social basis of politics: Muslims in UP 
and dalits and OBCs in Bihar had already 
begun to upset the given social equations 
for political parties. In that sense the 1989 
election lies at the cusp of the .second and 
the third electoral system. 

The decisive stimulus for change came 
between the 1989 and the 1991 in what 
was christened as the three Ms of Indian 


politics: Mandal, Mandirand Market. The 
almo.st simultaneous and sudden occur- 
rance of these three events - the imple¬ 
mentation of the Mandal Commission’s 
recommendations for OBC reservations, 
the BJP’s rathyatra that catapulted the 
Babari masjid di.spute into national promi¬ 
nence and the forex crisis leading to the 
implementation of the first phase of IMF 
sponsored package of ‘liberalisation’ - 
created an extraordinary opportunity for 
reworking the established political align¬ 
ments. All the three offered the possiblity 
of creating a new cleavage that cut across 
the established cleavage structure and thus 
engaging in a new kind of political 
mobilisation. Eventually, not all the three 
cleavages could be activated in politics, 
at least not in the same degree. But the 
simultaneity of this change did result in 
a transition of the electoral system and 
allowed several latent forces to suii'ace in 
electoral politics. 

The 1991 verdict finally inaugurated the 
new system. The earlier logic of regime 
alteration and that of Congress victory in 
the context of divided opposition clearly 
indicated a massive victory for the Con¬ 
gress in 1991, a repetition of the 1980 
wave. But it did not happen. The Congress 
improved only marginally, not enough to 


Table I.Votc Shake of Majok Formaiion.s in Lok .Sabha FiEcnoNS, 1989-1998 



1989 

1991 

1996 

1998 

Congress 

39.5 

36.6 

28.8 

25 9 

CuDgic.ss allies 

0.3 

2.1 . 

0.9 

0.3 

BJP 

11.5 

20.0 

20 3 

25 5 

RJP allies 

- 

0.8 

4,6 

10.6 

Left Front 

10.2 

9.7 

9 1 

78 

Janata family 

18.7 

15.1 

11.4 

11 2 

BSP 

2 1 

1 6 

3.6 

4.7 

Independents 

5.3 

3.9 

6.3 

2,4 

Other 

23.9 

10.2 

15.0 

11.6 


Noter. Congess allies: 1989 = UDF partners. 1991, 1996 = UDFpartners, AIADMK. I9'i8 = UDF 
partners. BJP allies. 1991 = Shiv Sena. 1996 = Sainaia. HVP, Shiv Sena. 1998 Samata, 
HVP. Shiv Sena, Akali Dal (Badal), l.ok Shakti, AIADMK, MDMK, PMK, TDP, BID. 
Trinamul Congress, Loktantrik Congress Left Front = CPIM, CPI, FBL, RSP in 1989,1991, 
1996 and 1998. Janata famil>. 1989 --JD. JP 1991 = JD. JP(S). 1996 = JD, SP. 1998 = JD. 
SP. RJD. 

Source' CSDS Data Unit. 


Tabij= 2: Nt'MBF.R (B- Parties; Total and En-EcrivF at National. State and CoNsrrruKNrv 

Lfvfi, 19.‘52-1998 


Election year 

52 

57 

62 

67 

71 

77 

80 

84 

89 

91 

96 

98 

Total no ''f parties in 
Lok Sabha 

21 

13 

21 

19 

25 

19 

18 

22 

25 

25 

29 

40 

Effective No of parties 
iNational] 

4.1 

3.5 

4.2 

4.7 

4.4 

3.4 

4.2 

3.9 

4.7 

5.1 

6.9 

6.9 

Effective no of parties 
(sverage of all states] 

3.1 

3.4' 

3.4 

3.6 

3.0 

3.5 

3.2 

3.0 

2.5 

3.0 

2.7 

3.0 

Effective no of parties [average 
of all constituencies] 3 3 

3.0 

2.8 

2.9 

2.4 

2.1 

2.7 

2.4 

2.5 

2.9 

3.0 

2.7 


Note' All the calculation of the effective number of political parties in this table is based on the 
vote share of the parties in various Lok Sabha elections and uses the Taagepera and Shugatt 
(1989) formula. 


Source. Heath 1999: 66-71. 
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have a clear majority. But for the addi¬ 
tional votes brought in by Rajiv Gandhi’s 
assassination, it would have remained at 
the same level as in 1989. The BJP’s 
success in UP, Gujarat and Karnataka 
defied ail the established patterns of 
political sociology and political geogra¬ 
phy. The .state parties did not look like a 
flash in the pan: they were here to stay. 
Clearly we were in a new political era. The 
near majority that Congress mustered 
allowed it to postpone the arrival of the 
by now familiar consequenes for the new 
system by another five years. The full 
implications were to unfold in the 1996 
and the 1998 Lok Sabha elections. But the 
outlines of the new system were clear in 
the series of assembly elections held 
between 1993 and 1995.^ 

Electoral outcomes in the subsci|uent 
elections have established beyond doubt 
that we now live in a different era. But 
there is no need to recount all the changes 
here. The nse and fall in the fortune of 
political parties and leaders in this period 
is too obvious to be missed out even by 
a casual spectator. What is required how¬ 
ever is an account of what has changed, 
not by way of events and personalities but 
with reference to the pioce.s.scs and struc¬ 
tures that bind the day-to-day routine of 
the electoral race. For an obsession with 
the rapidly swinging fortunes in the 
political games can turn our attention away 
from the silent yet fundamental changes 
in the ground rules of this game. Also, we 
need to ask whether these fundamental 
changes have resulted in a meaningful 
realisationofthepromiseofelectoral demo¬ 
cracy, the promise of self-governance. 

Post Congress Polity 

The most obvious and easily identified 
characteristic of the third electoral system 
is the change in the choice .set available 
to the voter. Table 1 summarises the 
changes in the vote share for the major 
political formations since 1989. A con¬ 
tinuous decline in the vote share for the 
Congress in every election stands out as 
the defining feature of this distribution of 
vote shares. Clearly the changes are so 
basic that we are justified in talking of a 
new party system. In the first two systems 
under the Congre.ss era the voter exercised 
only one choice, whether to vote for or 
against the Congress. That is no longer the 
ca.se, and not just because there are many 
non-Congress alternatives. Congress is no 
longer the pole against which every 
political formation is defined. In this sense 
we are in a post-Congress polity now. 
Even in those .states where there is a direct 
race between the Congress and its rival. 


the Congress is no longer the natural party 
of governance. In fact there is good evi¬ 
dence (sec Heath and Yadav in this issue) 
that the Congress vote in the 1990s is 
defined by its opponent. Congress picks 
up residual votes after its opponents have 
targeted and mobilised a certain section. 
The vote for the Left Front in West Bengal 
and Kerala had long ceased to be merely 
an anti-Congress vote; it is more mean¬ 
ingful to see the Congress vote in West 
Bengal as anti-Lcft Front vote. In Delhi, 
Rajasthan and Gujarat the Congress has 
been replaced by the BJP as the natural 
party of governance. In Bihar, UP and 
Tamil Nadu any talk of Congress/anti- 
Congress vote is bound to invite ridicule 
today. Unlike the BJP, the Congress is yet 
to accept theimparatives of coalition 
politics and alliance building. The way 
three of its strong units (Maharashtra, West 
Bengal andTamil Nadu) broke away from 
the parent party and does not augur well 
for the future of the party. The Congress 
is there to stay but the Congress era in 
politics is behind us. 

The rise of the BJP to power and a 
consistent ri.se in its vote share with every 
e lection since 1984 has been accompanied 
by a three-dimensional expansion in the 
1990s (Olliver Heath in this issue). In 
geographic terms it has expanded much 
beyond its north Indian. Hindi heartland 
core to include Gujarat and Maharashtra 
in its core areas. More importantly it has 
developed substantial presence in 
Karnataka, Andhra Pradesh. Orissa and 
Bihar and a foothold in West Bengal and 
Tamil Nadu. In .siKial terms it is no longer 
an urban bania-brahmin party. It has 
developed a formidable rural base, ex¬ 
tending well into the lower OBCs and 


some adivasis. The BJP and its allies were 
the highest vote getter not only among the 
upper class Hindus but also among the 
OBCs as a bloc. In political-ideological 
terms, the party has expanded to win the 
confidence of various allies who have 
little patience with its Hindutva ideology. 
In this respect the formation of the Na¬ 
tional Democratic Alliance, the alliance 
with DMK and PMK in Tamil Nadu and 
with splinter JD in Bihar and Karnataka 
on the eve of 1999 elections symbolises 
the extent to which the BJP has been able 
to erase its status of a political untouchable 
in the aftermath of the demolition of the 
Babari masjid. 

The third space - the alternative outside 
the Congress and the BJP fold - has seen 
major ups and downs in this period. Yet 
some developments are here to stay. The 
ri.se of the BSP as a recognised national 
party deserves more notice than it has 
received. Afterall, it is the first truly new 
party - whose genealogy cannot be traced 
back to the parties at the time of indepen¬ 
dence - that has managed to cro.s$ the high 
threshold of viability under our first-past- 
the-post system. Most other new entrants 
have managed to cross the threshold only 
at the state level. In this context the rise 
of state partiUs has changed the nature of 
political alternatives. Parties like the 
.Samajvadi Party, Samata Party, Rashtriya 
Janata Dal. Nationalist Congress Party 
and arguably Mamata's Trinamool Con¬ 
gress or the TMC in Tamil Nadu are not 
cast in the same mould as the classical 
regional parties like the Akalis or the DMK 
or the TOP. Their political presence is 
state specific but their political vision is 
not. Each of these would go out of their 
way to claim that they are a national party. 


Table .1- AanREOAn- Volatility bftween Lok Sabha BjEmoNS. 1977-1998 

(Pir rent) 


Election years 

1977-1980 

1980-1984 

1984-1989 

1089-1991 

1991-1996 

1996-1998 

Aggregate volatility 

23.8 

21.5 

16 1 

11.8 

12.9 

14.7 


Notes: Aggregate vulaiility is calculated by mcasunng the 'swing' between j party’s vote share 
between two elections. The value reported in the table is the sum of the swing for all the 
patties divided by two. Where new parties have emerged, or split, the entire vote share of 
the new party is taken as the swing. In this calculation Only patties that gained either at least 
one scat or at least 1% of the national vote are included in the swing calculations. 
Independents have been excluded. Only parties that gained cither at least one scat or at least 
I per cent of the national vote are included in the swing calculations. Independents have 
been excluded. 

Source: CSD.S Data Unit. 


TABI.E 4: Total Seats Retention between Lok Sabha EifrrioNS, 1977-98 



1980 

1984 

1989 

1991 

1996 

1998 

Seat 

1.54 

338 

200 

301 

264 

263 

Per cent 

28 

62 

37 

55 

49 

48 


Notes: The tabic reports the number and percentage of the scats retained by all the parties in any 
Lok Sabha election 
Source: CSDS Data Unit, 
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In some sense the Left parties belong to 
the same category. They are the only 
formation not to have undergone a basic 
change in its geographical or regional 
profile in the last decade, though have lost 
some votes, arc more confined to their 
regional pcKkets and are a little more lower 
class- and caste-based than before. The 
third space has emerged in this decade as 
the spring of political alternatives. While 
its failure to consolidate into an all-India 
third formation has greatly reduced its say 
in national politics, this failure has also 
kept open a diversity of political choices 
within the mainstream of national politics. 

PoliticAL Fragmkntation? 

If the electoral choices available to the 
voter are to be judged by the number of 
political parties that seriously contest the 
elections and can put up viable candidates, 
there is .some expansion of the choices 
available in the third electoral system. The 
numberof political parties that have gained 
entry to the Lok Sabha has gone up dra¬ 
matically in the last I^k Sabha. This does 
not indicate their real strength. There is 
little evidence to support the popularbelief 
that this figure reflects a fragmentation of 
the party system or a mad proliferation of 
parties. Yet if we calculate the number of 
parties by their effective share of votes or 
seats, we find a marginal increase. But that 
is a function of artificial aggregation at the 
national level. If we look at the number 
of effective parties at the state level or at 
the constituency level, we find basically 
a bipolar competition. Du verger’s law that 
postulates the emergence of two-party 
system in a first-past-the-post electoral 
procedure docs work in India too, except 
that it works at the state level. Instead of 
producing a simple bipolarity at the na¬ 
tional level, it has resulted into ‘multiple 
bipolarities’ (Sridharan nd). It does in¬ 
dicate an expansion in choice, but not of 
the kind suggested hy the first impression 
of the national figure of the number of 
political parties. 

Notwithstanding the new entrants, our 
system continues to maintain high barriers 
for newcomers, especially for those that 
operate at the level below that of a state. 
In practice ail the peoples movements that 
stand for attempts to build political alter¬ 
native operate at a local level and find it 
impossible to cross the minimum thresh 
old of viability. The last decade has seen 
various experiments by the erstwhile non- 
party political formations to register their 
presence in the elctoral arena: Chhattisgarh 
Mukti Morcha. Karnataka Rajya Rayyata 
Sangha, IJTJAS in north Bengal, Samata 
Sangathan in Orissa and Bihar, Bahujan 


Mahasangha in Maharashtra, lo name a 
few. The eventual outcome has cither been 
a complete failure (even in tho.se areas 
where these movements and their leaders 
have for a long time enjoyed mass sup¬ 
port) or a gradual absorption after initial 
succes.s. Clearly the present system has 
little room for micro political action to 
translate into effective political alterna¬ 
tive. The failure of any third force to 
develop downward linkages with 
grassroots movements and upward link¬ 
ages with each other in a national frame¬ 
work largely accounts for an the absence 
of genuine and effective political alterna¬ 
tive in the Third Electoral System. 

Does the voter use the vote more effec¬ 
tively? If electoral volatility is any mea¬ 
sure of the effective use of vote in mass 
elections, a simple look at the data may 
suggest that the voters are less decisive 
now than they were before. The era of 
wave elections witne.sscd massive swings 
between two elections. The I99()s have 
not witnessed anything like that. Table 3 
quantifies this impression and shows that 
if we sum up all the swings for various 
parties, there has been a decline in it in 
the 1990s. The la.st three elections have 
not seen anything of the kind of swing 
witnessed in the previous three elections. 
The figures for the last two elections would 
have been lower than the table depits, if 
the artificial effect of the formation of new 
parties or party splits was taken out of the 
calculation. 

But as in many other cases, the aggre¬ 
gate figures conceal more than they re¬ 
veal. As Tables 4, S and 6 show quite 
conclusively, the elections of the 1990s 
have seen a very high degree of volatility. 
Tabic 4 shows that although the overall 


composition of Lok Sabha has not changed 
very much, an extraordinary proportion of 
seats have changed hands between two 
elections. In the last two elections more 
than half of the seats have changed hands, 
a very high figure by any standard. Table S 
confirms this impression by examining 
the ‘hard core’ evidence of survey panel. 
It shows that all the parties, including 
those in ascendancy lose anything beween 
3S to SO percent of their voters across two 
elections, another unusually high figure. 
A third way to examine the volatility is 
to look at how the i ncumbent govemements 
fared in the various assembly elections 
since 1989. Table 6 shows that the failure 
rate of the incumbent govemements at the 
hu-stings is as high as 77 per cent. The 
figure touches 82 per cent if we look 
exclude the small states and Uts where 
competitive politics is sometimes yet to 
take off. In other words, barring a few 
exceptions, all Ihe state governments have 
faced defeat at the polls in this period. And 
those who did not were governments that 
did perform in one respect or the other. 

Clearly, whatever the choice set avail¬ 
able to the voters, the election outcome 
of the last decade indicates that they use 
it quite effectively and often in a vci-y 
discerning manner. 

The voters have also been effective in 
bringing about a noticeable change in the 
composition of the political elite. Politics 
of presence or repre.scntational democ¬ 
racy is the most immediate form of as.ser- 
tfon by the newly enfranchised commu¬ 
nities. To those already enfranchi.sed, this 
is the time to go for the higher forms of 
political representation. To be sure this 
change is very uneven and holds mainly 
for numerically large and electorally 


Tabu-, 5: Vote Retention by PARTiis/ALUANcts bbtwefn Lok Sabha Eu-.ction,s, 1V91-1998 



INC-f 

BJP-f 

NF/UF 

LF 

B.SP 

1991-96 

53 

65 

S3 

68 

56 

1996-98 

53 

63 

38 

61 

41 


Note -. Table entries refer to the percentage of those who voted for a party in the previous elections 
who continued to vote in the next one The data includes only panel respondents. The data 
oil 1991 IS based on recall in 1996 pre-poll survey. 

Source. NES 96. NES 98 

Table 6 Incumbent Party's Performance in Assembly Elections. 1989-1999 


Total Number Information Incumbent Won Incumbent Defeated 
.States Available on 

No No No Per Cent No Per Cent 


Major states 

35 

33 

6 

18 

27 

82 

Minor states/UTs 

28 

24 

7 

29 

17 

71 

All states 

63 

57 

13 

23 

44 

77 


Now. Major states include all the states with 10 or more Lok Sabha seats. The rest, including Uts 
with elected assemblies are treated here as minor states/UT. Those cases where it was 
difficult to determine who was the incumbent or who really won the election have been 
excluded as No Information. 

Source'. CSD.S Data Unit 
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decisive communities. As such the OBCs 
are the biggest gainerin the race forpolitical 
parties to accommodate them in their 
organisational and legislative wings. There 
is no appreciable incrca.se in the presence 
of women in the legislatures, nor have the 
Muslims gained much from it. Yet times 
of political turbulence, close electoral 
contests and frequent elections bring 
numerous gains to marginal groups. A 
large number of lower OBC castes have 
had their first MLA or the first MP in this 
decade. It is in this decade that India had 
two prime ministers from the south and 
the first dalil woman as the chief minister. 

Demcxtratic Upsurge 

If there is so much turbulence at the level 
of electoral outcomes, one of the funda¬ 
mental reason for it is that the participa¬ 
tory base of electoral democracy is ex¬ 
panding in the 199()s. Once again, aggre¬ 
gate figures can he deceptive here. The 
upsurge does not always show up in any 
dramatic jump in the overall turnout fig¬ 
ures and that is why analy.sts have tended 
not to notice it. Table 7 presents these 
overall turnout figures. But now there is 
sufficient evidence to conclude that the 
electoral political arena in this period has 
witnessed greater participation and more 
intense politicisation than before.^ This 
tendency is particularly strong among the 
shudras, used here as a generic category 
lor all the marginal social groups includ¬ 
ing women.' The dominant peasant pro- 
prietorOBCs were already fairly politicised 
in the second system, but now there is an 
extension of this trend to the lower OBCs 
as well. Table 8 presents the odds ratio 
for voting for different caste, community 
or class groups.The odds that a dalit will 
vote are much higher today than that of 
an upper caste. This has been accompa¬ 
nied by a significant rise in their .sense of 
efficacy and then involvement in more 
active forms of political participation. This 
is perhaps due to the fact that it was only 
in this decade that a sizeable chunk of dalit 
electors were able to actually exercise 
their voting right for the first time, 
especailly in north India. The huge turnout 
gap between the adivasi and the non- 
adiva.si voter has been bridged in the last 
three elections, though the adivasi citizen 
is yet to catch up in the active forms of 
political participation. Table 9 looks 
closely at the women’s turnout to show 
that the proportion of women among the 
voters has gone up after stagnating for 
nearly two decades. Their proportion 
among the politically active citizen has 
also registered a major leap. Tabic 10 
looks at the turnout for different constitu¬ 


encies grouped by their degree of urban¬ 
ity. We know that in the first two decade 
of electoral democracy, urban areas re¬ 
corded higher turnout. Now the rural 
constituencies have overudeen the urban 
constituencies in electoral turnout. 

As shudra participation has increased in 
the last ten years, the socially and the 
economically privileged sections of soci¬ 
ety have recorded decreasing levels of 
political participation. An urban, educated, 
upper caste citizen is far more likely to 
be non-participant and cynical about 
matters political than his counterpart 
among the rural, uneducated, lower caste. 
Even a cursory look at the participation 
profile in other democracies is enough to 
demonstrate that this trend is very un¬ 
usual. The textbook rule about political 
participation is that the higher you are in 
social hierarchy, the greater the chance of 
your participating in politically activity 
including voting. Contemporary India is 
perhaps the only exception to this rule 
among functioning democracies in the 
world today. The participatory upsurge of 
the shudras is the defining characteristic 
of the Third Electoral System. The con¬ 
tinuous influx of people increasingly from 
the lower orders of .society in the arena 
of democratic contestation provides the 
setting, the stimuli and the limits to how 
the election system unfolds. 

Creousation of Democracy 

The influx of lower orders into the field 
of democratic contestation has left its 
impressions on the vocabulary of this 
contestation, for the new entrants brought 
with them theirhclicrs as well. For the first 
ti me the neat arrangement of the borrowed 
high ideological spectrum was disturbed 
by homespun ideological fragments. The 


raw narratives of .social justice articulated 
by a Kanshi Ram or a Laloo Prasad Yadav 
achieved what Lohia's sophisticated phi¬ 
losophy of history failedtodo three decades 
ago, namely, to make it respectable to talk 
about caste in the public-political domain. 
The emergence of ‘social justice’ as a 
rubric to talk about caste equity, political 
representaion of castes and communities 
and issues of communitarian self-respect 
and identity is a distinct achievement of 
this period. 

Yet the participatory upsurge has not led 
to anything like an effective control of the 
lower orders on the issues or the agenda 


Table 8: Odds-Ratio for VirnNc: 1971 and 
1996 AND 1998 



1971 

1996 

1998 

Community 

Hindu Upper 

111 

0,90 

0.97 

Hindu OBC 

0.82 

1.07 

0.94 

SC 

1.04 

1.22 

1.21 

ST 

0.65 

0.91 

0.95 

Muslim 

1.59 

0,92 

1 12 

Sikh 

1.53 

0 86 

1.60 

Christian 

2.29 

1.13 

1.05 

Economir status 

Very Poor 

0.89 

1.24 

0.92 

Poor 

0.98 

1.13 

1.05 

Middle 

1.14 

0 94 

1.18 

Upper middfe 

1.06 

0 89 

0.96 

Upper 

1.38 

0 75 

0.75 

Education 

Illiterate 

0.82 

1.03 

091 

Up to middle 

1 49 

I.OI 

1.33 

College 

1.29 

1.05 

0.91 

Graduate 

1.07 

0.70 

0.66 


Notes'. The variable for constructing the 
economic slatu.s of the respondents was 
derived from their type of occupation 
and amount of land owned, and in 1971 
and 1996, family's monthly income and 
in 1998 the type accommodation. 

.Sourer'National Election Study [NES) 1971 
and NES 1996 and NE5 1998 


Tabu. 7; Tiirnout in Lok Sabha and Major AsstMBLV Elutions, 19.S2-I998 


Lok Sabha election s_ _ Major Stale A.ssembly Elections 


Year 

Turnout (Per Cent) 

Year 

No of States 

Turnout (Per Cenu 

19.52 

45 7 

1952 

22 

46 

1957 

47.7 

1957 

13 

48 

1962 

55 4 

1960-62 

15 

58 

1967 

61 3 

1967 

20 

61 

1971 

55 3 

1971-72 

21 

60 

1977 

60 4 

1977-78 

24 

59 

1980 

57 2 

1979-80 

16 

54 

1985 

64.1 

1984-85 

18 

58 

1989 

61 9 

1989-90 

18 

60 

1991 

55 9 

1991 

- 

- 

1996 

57.9 

1993-96 

25 

67 

1998 

62 1 

1998 

4 

63 


Note'. A 'majot' round Of assembly elections is defined here as one which involved, within a year 
or two. elections to at least 2000 asitembly constituencies. The figures for the last column 
do not conform to this definition. Calculations include provisional figures for state assembly 
elections held in I99S, the report for which has still not been released by the Election 
Commission. 

Sr>iirt'e:CSDS Data Unit. 


Economic and Political Weekly August 21-28, 1999 


2397 



of elections. Tlic very raw narratives that 
ensured the pre.sence of social justice as 
a theme also allowed for the marginal¬ 
isation and containment of this concern. 
The homespun ideological fragments of 
this period were ha.scd on very small visions 
that failed to develop linkages with other 
larger is.sues. A support for caste ba.scd 
reservations, for instance, did not translate 
into any concrete stance on the Babari 
masjid dispute or on liberalisation and 
globalisation. This failure was mo.st marked 
in the realm of the economic policy which 
was effectively withdrawn from the menu 
available to the voter. 

This was made possible in large mea¬ 
sure by the bifurcation of the electorate 
into two circles of intelligibility.'’ While 
the new entrants to demiK'ratic politics 
struggled to express their local concerns 
and intere.sts in the alien vocabulary of 
liberal democracy, the elite marched fur¬ 
ther away for its rendezvous with the so 
called global village. This gave ri.se to two 
radically different languages of politics 
corresponding to the ‘BhashaVEnglish 
divide. The former, a language of demo¬ 
cratic rights and social justice, was de¬ 
ployed to win elections while the latter, 
a language of macro-economic and bu¬ 
reaucratic management, guided the fram¬ 
ing of policies While one section had the 
consolation of winning the elections, the 
other could continue to rule. Just when the 
lower order had some access to political 
power, the mo.st significant economic 
decisions were removed from the political 
agenda. 

If one goes by the popular accounts, the 
I ise of casteism and i ts grip over electoral 
politics is the distinctive attribute ot the 
1990s. But such an account suffers from 
.serious flaws. For one thing, caste has 
been operating in electoral politics for as 
long as we know. Candidates' jati was a 
crucial factor in electoral success even in 
1950s. Besides, the -elationship between 
caste and politics is not just one way 
traffic. Politics has affected ca.stes as much 
as caste affects politics. What is distinc¬ 
tive about th' current pha.se is not the 
‘deadly’ mix of these two or the vicious 
grip of caste over politics but rather the 
manner in which politics has come to 
shape caste identities . 

In the first electoral system, the effec¬ 
tive social bloc was a jati in its local 
.selling. In the Second System, jati re¬ 
mained the primary bloc but the game of 
tnanulacivirmg electoral majorities led to 
the budding of state-wide alliance of jatis. 
An extension <>l the same .search for stable 
electoral majoriiics has led to the replace¬ 
ment of jati by siaf-widc jati clusters or 


2.198 


vama like jati groupings as the primary 
social bloc for political mobilisation. The 
emergence of upper caste or upper/lower 
OBC or dalit as more or less homogenous 
category in some north Indian states is a 
pointer in this direction. The same process 
can be seen at work in the emergence of 
numerically large castes by combining 
more than one tij^ditional jatis: Kshatriyas 
in Gujarat, Maratha-Kunabi in Maha¬ 
rashtra, Ahirs in Bihar, Rajbanshis in 
Bengal or Bhandaris in Goa aie but a few 
example of the shifting definition of the 
primary social unit itself. To be sure, this 
development cannot be dated back only 
to the la.st ten years. Many of the.se com¬ 
munities had started evolving much ear¬ 
lier. Nor does this new process work to 
the exclusion of the earlier model of jati 
alliances. Yet it captures something of the 
qualitative change in this respect. 

Beyond this level of generality, there is 
very little that is common to all the states 
in terms of the patterns of .siKiai cleavages 
activated by politics. Not only arc the 
specific combinations unique to each state 
due to its .social demography, but the nature 
of cleavage itself varies from .state to state. 
If Andhra and Rajasthan represent a con¬ 


test between two catch-all parties, UP and 
Bihar show evidence of extreme jati/vama 
polarisation. If religious cleavage accounts 
for voting differentials in Kerala and 
Punjab, it is class in Delhi and Bengal. 
If the Congress is a party of the down¬ 
trodden when it faces the BJP in the north¬ 
west. it represents privileges where it 
confronts the Left Front. The BJP com¬ 
bines its upper caste votes with different 
scKial groups in different states. The erst¬ 
while Janata Dal iepre.scntcd three radi¬ 
cally different social groups in the three 
states where it mattered: cross-sectional 
support with accent on the upper castes 
in Orissa, dominant peasant proprietors in 
Karnataka and dalit-lower OBC in Bihar. 
Such a differentiation of the social cleav¬ 
ages is itself a new feature of the third 
electoral system. While it allows various 
marginal communities to have a say in the 
state politics, such a large variety has not 
allowed the building of a larger coalition 
of marginalised communities that might 
give them a role in the national politics. 

Another common belief in this respect 
is that whatever the exact nature of the 
social cleavages, there is a tendency to¬ 
wards greater political polarisation along 


Table 9: Women's TuRNour and Women as Proportion of Total Votf.r.s. 
Lor Sabha Elutions, 19.S7-98 


Year 

Women 

(Per Cent Turnout) 

Men (Per Cent 
runioiit) 

Women (Per Cent 
of Total Voters) 

Turnout 

Index 

Odds Ratio 

1957 

38.8 

55 7 

38.3 

081 

0.50 

1962 

46.6 

62 1 

39.8 

0 84 

0.53 

1967 

49.0 

61 0 

42.0 

0.88 

0 62 

1971 

49.2 

61 2 

42.4 

0 89 

0.61 

1977 

54.9 

65 4 

43.6 

091 

0.65 

1980 

.<1 2 

62 2 

43.1 

0 90 

0 64 

1984 

.59.3 

68.4 

44.5 

0.93 

0.67 

1989 

57.5 

66 4 

44.1 

0 93 

0 68 

1991 

50.5 

60 7 

42.9 

0.88 

0 66 

1996 

53.4 

62.1 

44.0 

0.92 

0.70 

1998 

61.0 

65.9 

46.9 

0.98 

0 81 


Noley. (I) Column 4 shows the percentage of women as a proportion of the total turnout. (2) The 
turnout index controls for the uneven size of the male and female electorate by expressing 
the proprtion of women in turnout relative to the proportion of women in the electorate. For 
example, in 1998 women accounted fur 46 9 per cent of the total voters and 47.7 per cent 
of the total electorate. We can therefore express the proportion in turnout as a fraction of the 
proportion of the electorate. Thus, 46 9 / 47.7 = 0.98. If women had accounted for 47.7 per 
cent of the total voters then their proportion in turnout would have been equivilent to their 
proportion amongst the electorate and the lurnout index would have equalled 1.3) The odds 
ratios measure the ratio between the odds of women voting and men voting. 
.ittune-.CSOS Data Unit. 

Taf e 10- Turnout by Degree oe Urbanity in Lor Sabha ELEcnoN.s. 1977-1998 


Locality (Per Cent Urban) 

1977 

1980 

1984 

1989 

1991 

1996 

1998 

Rural (up to 25 per cent) 


.56 7 

64.1 

62.6 

.56 6 

.58.7 

63.0 

Predominant Rural (26-50 per cent) 

60.4 

57.8 

64.8 

62.7 

.56.8 

.59 0 

62.9 

Urban (51 per cent and above) 

62 1 

.57.9 

62.9 

60.0 

50.4 

53.4 

.56.7 


Notes: Table entries are for average lurnout (in per cent) for the three groups of Lok Sabha 
constituencies according to the estimated proportion of urban electorate. The estimates have 
been developed by comparing the 1991 Census figures for urban population with the 
electorate size in 1991 lok .X'abha elections. 

Source: CSDS Data Unit. 
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those cleavages. Once again the available 
evidence does not support this belief.^ It 
is true that the rise of a party like the BJP 
that has skewed social base did increase 
the overall level of ethnic/social 
polarisation in the early 1990s. In a state 
like UP where the BJP faces two other 
skewed parties in the BSP and the SP, 
there is an unu.sually high level of 
polarisation of votes along caiitc/commu- 
nity lines for the las* decade. But that is 
not true of the rest of the country. Infact 
the 1998 elections revealed a decline in 
the overall level of polarisation. And. 
whatever the result of the 1999 election, 
the polarisation is likely to he even lower 
this time. 

The final feature, namely the emergence 
of slate as the effective unit of clenoral 
choice, docs not follow from any of those 
mentioned above; infact there is some 
case for arguing that the above mentioed 
leatures arc a result of the last one. Elec¬ 
toral choice m the Lok Sabha elections in 
the 1950s and 1960s was hardly influ¬ 
enced by the boundaries ot the slate. Under 
the Second system, the state were a distant 
.secondary consideration in the nation-wide 
plebiscites. Barring slates like Kerala and 
West Bengal that had emerged as cxcep- 
lions. it was the north-south distinction 
that made any difference to the electoral 
outcomes rather than state boundaries, 
niroughout the 1970s and 1980s people 
voted in the state assembly elections as 
it they were electing a prime minister. The 
1990s have .seen a radical shift in this 
respect. There is an unmistakable fore¬ 
grounding of her state in the political 
horizon of an ordinary citizen. Political 
loyalties, opinions and even social iden¬ 
tities are now cho.sen at the level of the 
.'tate. Now people vote in the parliamen¬ 
tary elections as if they are chousing a state 
government. .State specific electoral ver¬ 
dicts. the ri.se ot state-wide parties and the 
emergence of state-wide jati/vama lus¬ 
ters as the effective categories of electoral 
mobilisation in the 1990s arc all manife.s- 
lations of this structural attribute. 

The rise of state politics has been viewed 
with considerable suspicion by the En¬ 
glish press as the beginning of political 
fragmentation if not balkanisation of In¬ 
dia. Such a reading fails to note that this 
development is a function of an aggregative 
rather than disintegrative process at work 
in our polity. It is better interpreted as the 
first step on the Indian path towards the 
creation of a mass society through the 
mechanism of competitive politics, in a 
continental size polity like ours, it is 
precisely by articulating rather than sup¬ 
pressing the distincti\cness of states that 


a context for massification is prepared. Far 
from .setting the stage for further fragmen¬ 
tation or effective decentralization within 
these states, the rise of the states indicates 
a high degree of homogenisation within 
each of these .states. Whatever the impli¬ 
cations for national integration, it is fairly 
clear that its implications for Indian de¬ 
mocracy arc positive. The context of state 
politics brings political choice closer to 
the every-day political experience of the 
people and gives them an opportunity to 
evaluate the governance that affects them 
most. That still leaves out a nuanced 
constituency specific assessment by the 
voters, but arguably the micro-level anti- 
incumbcncy at work in the 90.s takes care 
of that gap. 

In the limited .sense described above, the 
third electoral system reprc.scnts a relative 
expansion of democratic choice for the 
voters as well as their efficacy. But if wc 
rai.se these questions at a more fundamen¬ 
tal level, we coniiont the limits of what 
may have been achieved. Docs the in¬ 
crease in the number of political options 
represent a substantive expansion of 
choice? Or do wc have more of the .same, 
or perhaps more of less? This is not to 
reiterate the universal scepticism about 
the nature of choice in liberal democra¬ 
cies. In recent limes the political .space in 
India has shrunk markedly becau.se the 
mainstream parties, mainly the Congress 
and the BJP, arc more like each other in 
all the crucial policy matters. The entire 
political spectrum of mainstream politii;al 
options offers a very .small range of policy 
options. This problem becomes com¬ 
pounded if wc add the difficulty of exer¬ 
cising whatever policy options may be 
available. Here again the reference is not 
merely to the gap between the promise and 
the reality of collective action in any 
situation. In contemporary India the chain 
that links peoples’ needs to their lelt desire 
to their articulated demand to its aggre¬ 
gation and finally to its translation into 
public policy is impossibly long and 


notoriously weak. People often use elec¬ 
tions effectively to choo.se their rcpre.sen- 
tative and the government but rarely can 
they u.sc elections to choose policies about 
issues that matter most to them. 

Note.s 

1 In the eonlext of Ihc U.S political history, see 
Paul Kleppner. I'he Thud hlerloral Syslem, 
IH53-t>i92 Parlies, Voier.x and Pidilical 
Culture.s (Chapel Hill' University of North 
Carolina Press, lUVO) The case tor taking 
seriously the US political history ot the late 
I9lh century for understanding cnntempoiary 
India has been argued persuasively hy Rohm 
Archer 'American Coniiminalisin and Indian 
.Secularism Religion and Politics in India and 
the West’, hiimamic and Pid'liial Weekly. 
XXXIV (I.S). April 10. 1999 

2 I have narrated the story of the la.si liliy years 
at greater length in my coninhution on 'Pnlilies' 
to the special issue, India Briefing A 
Transtonnative Fifty Year(Ariiionk. NY M F, 
•Sharpe, 1999) 

3 For an overview of that round and a first sketch 
of tlie outlines of the new sy.stem see my Re¬ 
configuration in Indian Politics ,Stule Asseinhiy 
Blcclions. l993-9.‘!’, Piimamii and Poliiual 
Weekly. XXXI (2-3). J.inuaty 13 20, |99(, 

4 I have tried to liKik at a wide variety of evidence 
in my ‘.Second Democratic Upsurge. Paiierns 
of Hahujan Participation in F.lecloral Politics 
in the 1990s' in the volume edited hy I 'rancine 
Frankcl (DeVii Oxiord University Press, in 
press) The conclusions offered in this and the 
following para are taken from that pa|ier 

I follow here the onginal meaning of the teiiii 
'shudra politics' hy l.ohia 

6 This expression is horrwoed from .Sudipla 
Kavirai’s analysis of the nationalist discourse. 
Several Subaltern Studies hislonans have m.idc 
a similar point about the disiuiiclion between 
elite uleologtes and mass beliefs Partha 
Chalteriee's remarks on ibe parallel lictwecn 
Ihc peasant insurgencies in colonial India and 
electoral waves in post colonial nines point 
tn the direction of a sub field of nsseacli tliai 
IS w.niiiig to be develo_'ed 

7 [) L Sheth's paper ‘Secularisation ol f'.isie' 
IS to my mind the iiiosi cuinprehensn e and 
nuanced recent statement on Ihc vexed 
relationship between caste and politics 

8 Preliminary conclusions based on ihe |oinl on¬ 
going research on the changing pailen. of 
community and vote from I'>62 to |9 ok ny 
me and Anthony Heath 
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In Search of a New Balance 

Caste, Region and Community in Uttar Pradesh 

VKRai 

Nolwiihstanding the fact that the BJP has spread into all regions of the state, there are structural limitations 
to its emergence as a hroad-hased dominant party on the lines of the Congress Party earlier. For one. 
the SP and the BSP which are well-estahlishcdparties with strong social bases can pose an effective challenge, 
and for another, the rigid caste polari.Kation will prevent the BJP from gaining the support of the dalits 
and the backwards. 


SOCIAL scientists have become increas¬ 
ingly aware that political action does not 
take place in a vacuum; that geography, 
demography, social and economic condi¬ 
tions of a .state profoundly inlluencc the 
political attitudes of its people and its 
political proces.ses. Today UP politics is 
a melting pot - passing through an endless 
period of crises, alignments and re-align¬ 
ments. Yet, paradoxically, there is a kind 
of stability in this in.stability. 

The historical development of the state 
has had a profound effect on the present 
political outlook of its people and largely 
accounts for its i mportance in the country's 
politics. A large part of its area was pre¬ 
viously called ‘Aryavarta’. According to 
the Hindus, this is the most sacred part 
of the country It is m this state that one 
finds a large number of holy temples and 
sacred rivers mentioned in myths and 
legends since time immcmonal. Histori¬ 
cally, people have migrated in large num¬ 
bers from other states, whose intermin¬ 
gling with the local populace has helped 
in broadening the outlook of its people. 
Frequent in-migrations, particularly fol¬ 
lowing invasions and conquests from the 
north, have contributed to a high popu¬ 
lation density in the state. What is surpris¬ 
ing is that, in spite of its density of popu¬ 
lation and relative poverty, theie has not 
been much of an exixlus from the state. 
This attachment to the soil has a.somewhat 
reactionary side to it out on the whole, till 
very recently, it did not lead to any pa¬ 
rochial feeling. While the people of Uttar 
Pradesh arc extremely religious, and there 
is a large Muslim population here, it nev¬ 
ertheless remains a bastion of Hindu 
conservatism. 

As it exists today, as a political entity, 
UP has no history Till the British clubbed 
its various regions together, and it was 
reconstituted in independent India, UP 
was ruled in different fragments The 
people of the state consider themselves 
as belonging to entities like Agra, 
Buiulclktiand or Awadh; they have no 
history to bind them to a unit called UP. 
The idcnimlication with the state is practic¬ 
ally absent. Thus, while people in the rest 


of India can describe themselves as 
Bengalis, I'unjabis, Marathis, etc, there is 
no provincial name for ‘Up-ites’ - the 
inhabitants of UP. The only other identity 
available to its people is Hindustani or 
Indian. Therefore, until very recently, a 
persons from UP either identified them- 
.selves with their narrow region or with the 
whole of India - not with any other in¬ 
termediate provincial outlook. 

Uttar Pradesh is among the largest states 
of the Indian Union, with an area of 
2,*)4,4! i sq km which gives it the lourth 
position among all the states in order of 
si/c. It has usually been divided into six 
geographical /.ones, viz, western UP, 
eastern UP, central UP. Rohilkhand, 
Bundclkhand and Uttarakhand, i e, the hill 
districts. The hill districts, Bundclkhand 
and the eastern regions arc comparatively 
backward and poor. The relative prosper¬ 
ity of the western region can be accounted 
for by the existence, for a long period, of 
a network of irrigation canals, a more 
invigorating climate, and of late, a faster 
pace of industrialisation. The regions differ 
from each other in their languagc/diaicct 
and food habits but the difference is not 
abrupt or very sharp. Geo-political and 
cultural variations have not led to any 
vigorous regionalism in the politics of the 
state, except for an occasional feeling 
among political leaders of the western 
region, to detach their districts from the 
state to form a new one in the hope of 
.securing greater power for themselves and 
perhaps, in anticipation of greater progress 
for their region. The areas of this region 
do not have any di.stinctivc features from 
the point of view of religious or caste 
composition of their population. 

The people of UP arc largely rural, lower 
caste and illiterate. Out of a total popu¬ 
lation of 1.39, 1 12,287, Hindus form 81.7 
per cent (more than nine crorc) and 
Muslims 17.3 per cent - the rest arc 
Christians. Sikhs and other .smaller com¬ 
munities. According to census figures, it 
has a proportionately smaller number of 
scheduled tribes (0.2 per cent) but the 
scheduled castes form 21 per cent of its 
population. Other backward ca.stcs and the 


upper castes form the remainder of about 
55-60 per cent, that is, the remaining non- 
SC Hindu and some of the Muslim popu¬ 
lation (who fall under the OBC catego¬ 
ries). Its urban population is only 19.84 
per cent, and with a density of 471 per 
sq km. It is the fifth most densely popu¬ 
lated stale of the country. As in the rest 
of India, the upper castes form a compara¬ 
tively low percentage. They are concen¬ 
trated mostly in the western region, which 
incidentally, is relatively more developed ' 
economically. For ages, the political and 
economic leadership was in the hands of 
the west, but of late lower or backward 
castes like the yadavas, kurmis and others, 
have been organising themselves, particu - 
larly in the eastern region, thus sharpening 
inter-caste social and political friction. 
This conflict between the upper and lower 
casles/classcs not only reflects a shifting 
of the centre of gravity of political power 
to the lower clas.ses but also implies a 
move from western to eastern UP. This 
shift introduces its own internal convul¬ 
sions. 

UP is a large stale with at least six 
distinct regions, each as big as a state. 
I’herefore its development process has been 
slow, much below the national growth. 
Due to their political and economic strength 
some regions of the state like west UP and 
Rohilkhand developed more than other 
regions, particularly in comparison to cast 
UP and Uttarakhand. The condition of 
eastern region of UP in this regard was 
so bad that it could not gel even the 
minimum of development grant since 
independence. It is economically back¬ 
ward. it’s per capita income of Rs 1,754 
is much below the average of UP per 
capita income of Rs 1,899. It is industri¬ 
ally, much more backward in comparison 
to the west. Although it is known as 
agricultural-based region because the 
majority of people (84.S per cent) depend 
on it, the state hardly gets electricity for 
more than 6-7 hours per day. The canals 
are in fewer in number and means of 
transport and communication and roads, 
etc, arc in had shape particularly in 
Ghazipur, Basti, Deoria, Azamgarh, 
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Jaunpur and even in Allahabad's rural 
areas. Thats why this region shows its 
volatile and anti-establishment feeling 
during elections. 

EtEnORAL PoiJTICS IN UP 

Since independence, the Congress Party 
has been predominant in the country as 
well as in UP, which has always ^en 
either in power or, in later years, has been 
the largest opposition party in parliament. 
It has also always had a broader support 
ba.se in most of the states of the Indian 
union than any other party. It was .so 
popular that in the 1952 elections, in a 
hou.se of 430, the Congress won 390 seats 
with a vote share of 47.9 percent and other 
parties like Jan Sangh and Socialists got 
just 12 per cent and 6.5 per cent of the 
votes, respectively. In subsequent elec¬ 
tions its popularity and the vote share 
graphs dipped gradually while that of the 
Jan Sangh increa.sed. The sociali.sts too 
improved their overall performance but 
soon split into two groups, i c, the Praja 
Socialist Party (PSP) .and the Samyukt 
•Socialist Party (SSP) which caused them 
much damage. The Left movement too 
could not make a place for itself in UP 
us it did in We.st Bengal. Tripura, Kerala 
and Tclengana. However, one positive 
impact ol the Left-led peasant movements 
on the .stale was fell in the sphere ol land 
reforms. The impact was first fell in the 
jat-dominated areas of we.sicm UP and 
gradually, in the eastern parts of this big 
slate. Meanwhile, after the defeat of the 
Congress in the 1967 elections, a non- 
Congress coalition formed a government, 
with Charan Singh aschief minister. How- 
cvei. two years later, in 1969 the Congress 
reiurn<‘d to power with 211 seats and 33.7 
per cent votes, which was nearly 1.5 per 
cent more than what it had got in 1967. 

In the 1969 elections. Charan Singh’s 
Bharatiya Kranti Dal mopped up a si/.e- 
able chunk of the votes in the western 
region of Upper Doab, Lower Doab and 
Rohilkhand. In the eastern districts, the 
socialists seemed to have retained control 
overa section of the peasantry. This divide 
was overcome, to a certain extent, by the 
1974 elections in the state when a bridge 
was built between the west and the east 
by Charan Singh with the ideological in¬ 
strument of AJGAR (a political-electoral 
combination of ahirs, jats. gujars and 
rajputs). Yadavas and other backward caste 
leaders joined hands with jats to form a 
formidable alliance under a reconstituted 
party, which was than re-named Bharatiya 
Lok Dal. 

After Nehru’s death and in the course 
of the grand succession struggle which 
followed between 1964 and 1972, Indira 
Gandhi emerged as the unchallenged leader 


of the dominant Congre.ss Party, which 
came to be called Congrcss(R) (R stood 
initially for 'requisitioned' - referring to 
a party meeting requisitioned by Indira 
Gandhi during the split—but later came 
to mean 'Ruling' Congrc.ss). After a sec¬ 
ond split in 1977, following an unsuccess¬ 
ful challenge to her leadership from 
Congressmen discontented with the ef¬ 
fects of her leadership on the party during 
the emergency, Indira Gandhi’s Congress 
became known as Congress (Indira). 'I’hc 
adoption of the designation Congress also 
symboli.sed what had happened to the 
Congress organisation under Indira 
Gandhi's leadership. It had become, in 
effect, her personal party, dependent upon 
her populi.st, often demagogic, leadership 
rather than on the local party organisation 
U) win elections or to run governments at 
the state levels. Gradually, the party came 
to be controlled by personal retainers of 
the Nehru family and by members of the 
immediate family includingSanjay Gandhi 
until his death in 1981. The extent to 
which a great national movement had 
become converted into a Nehru family 
patrimony was indicated by the immediate 
and unquestioning acceptance of Rajiv 
Gandhi as prime minister of the t ountry 
and the leader of the Congress upon his 
mother’s assassination in November 1984. 
The Congress continued, under his lead¬ 
ership. to be highly centrali.sed with state 
and local leaderships fragmented, and the 
absence of any organisational vitality. The 
Congress, therefore, despite formally re¬ 
maining a mass party, has become a party 
of 'cadres’ with no ideology but devotion 
to a prominent popular leader at its head. 
The local level oiganisation is dominated 
by notables who arc entrenched within the 
strong local stmciurcs of power - within 
their caste groups, in the remnants ol old 
landed estates, or through control of 
educational institutions, co-operative .so¬ 
cieties and other governmental or private 
organisations. In a strange way. the party’s 
support base has been much broader than 
that of its leadership individually. It has 
been supported by the elite, the land 
controlling castes at the top, on the one 
hand, and the lower castes, the poor and 
disadvantageous, including many minor¬ 
ity groups, on the other. This was it’s real 
.strength. Equally important was the diver¬ 
sity of the opposition which could even¬ 
tually lead to its displacement from power, 
as in 1977. Many opposition parties were 
quite serious about building counter 
movements to challenge the Congress and 
several of them gradually developed strong 
support bases in different regions of the 
country, including UP. 

All the leading parties of the non-Com- 
munist left, centre and the right, along 


with some subsequent defectors from the 
Congress, joined forces during the 'JP 
movement’ in 1974 - an alliance which 
was nurtured during and towards the end 
of the emergency to form a new political 
fonnation called the Janata Party. The 
programme and policies of the Janata Party 
drew primarily tram the agrarian platform 
and ideas of Charan .Singh. It advocated 
the promotion of agriculture, a labour- 
intensive small-scale industry and protec¬ 
tion of the interests of the peasantry, 
particularly those ol the rich fanners. 
.Similar ideas, along with an emphasis on 
decentralised planning, were contributed 
by the Socialist partners in the coalition. 
Structurally, the Janata Party never suc¬ 
ceeded in becoming anything more than 
a loosely-knit coalition of ambitious 
political leaders and parties who attempted 
to retain their existing organisational and 
support bases and to expand them by 
clinging on to power. A struggle for pre¬ 
eminence developed within the central 
government, between Charan Singh and 
Morarji Desai, with the former seeking to 
displace the latter and become prime 
minister him.scif. In July 1979, the coa¬ 
lition collap.scd, Charan Singh became 
prime minister for three weeks until his 
resignation kVIowing his inability to prove 
his majority and the subsequent declara¬ 
tion of fresh elections (in 1980) which led 
to the return of Indira Ganuhi and the 
Congress to the power. 

After the disintegration of the Janata 
coalition, the political parties which initi¬ 
ally joined it either rc-formed them.selves 
with new names or disintegrated. The 
principal remnants of the original Janata 
coalition were the Lok Dal, already .split 
into I Aik Dal(A) and Lok Dal(B), the Janata 
Party led by a former Congressman ol 
moderate soiiali.st inclination Chandra- 
shekhar, and the Bharatiya Janata Party, 
arhich consisted primalily of former Jan 
Sangh leaders and members 

Therefore, if we look back at the de¬ 
cades of the. 1970.S and 1980s, we see the 
rise and fall of Congress, formation and 
disintegration of the Janata Party and the 
resiurgence of the Hindu right whose main 
niobilisational plank was that the exist¬ 
ence of the Babri ma.sjid at Ayodhya is 
a monument of 'national shame’. A It hough 
it was the Congress under Vir Bahadur 
Singh which reopened the locks of the 
‘Ram temple’ in the Babri masjid, it was 
the BJP which tixik political Hinduism to 
the streets in tandem with the Vishwa 
Hindu Parishad (VHP). The BJPorganised 
several 'Ekta yair.is’, which helped it to 
broaden its ba.se and expand from urban 
areas to the rural as these yatras pas.scd 
through the rural areas and provided 
room for the symbolic politico-religious 
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patlicipation of the rural I oik. This mandir- 
masjid issue became the single-point 
programme for the BJP that enabled it to 
•Stir up di.sconient by fashioning a dis¬ 
course of ‘national in.security' and ‘na¬ 
tional shame'. > 

During and immediately after the 1989 
elections, which brought the Janata Dal 
government to power in UP, the BJP set 
up an informal alliance with Mulayain 
.Singh Yadav’sgovemment.TheCongrc.ss 
was the principal enemy. But when 
Mulayam Singh used strongarm methods 
to prevent the seige of Babri mas|id. he 
himself became the locus of a BJP-di- 
rccted ‘Hindu di.sconient'. This tendency 
was further fuelled when V 1’ Singh's 
Janata Dal goveniment in Delhi accepted 
the Mandal Ctmimission's recommenda¬ 
tions. The BJP was quick to capitalise on 
upper caste Hindu feeling of outrage. So 
rapid were iwlitical developments in this 
period that in the 1991 elections the BJP. 
going It alone won 221 scats. 

The performance of Kalyan Singh’s BJP 
government had been marked, on the 
positive side, by an ordinance to disallow 
copying in examinations at the secondary 
level along with an anti-dacoity drive in 
western IIP. .\bove all, it was marked by 
the demolition of the Babri ma.sjid on 
December 6 1992, despite assurances 
given by his government to the Supreme 
Court of India, that this would not happen. 
Strange as it may seem, however, popular 
anger seems to have been mostly directed 
against the Congress government at the 
centre tor not anticipating the December ft 
events and taking effective preventive 
measures. The dismissal of the govern¬ 
ment afterwards was seen as having come 
too late. The BJP. on the other hand, was 
able to take the credit for demolition. But 
in the event, it proved fruitlc.ss as the party 
could not even get a simple majority in 
the subsequent election ol 1993. 'fhe story 
was repeated again in the Lok Sabha and 
a.s.sembly elections in 1996. The think- 
tanks and ideologues of the BJP were 
astonished to see the results because they 
were not only expecting a clear cut ma¬ 
jority but much more. This result was 
considered a major setback for the party 
not only in terms ol its inability to form 
the government but also because its vote 
hank has remained stagnant since the 1991 
elections. 

I .(JK Sabha ani^ A.ssi.mbly ni.i-.<'noNs: 

SoMi- Tri.nds 

riic 1991 Lok Sabha elections marked 
a walcished in Uttar Pradesh politics. For 
the I II St lime since independence, the state 
showed a political preference that went 
against i he party that finally came to power 
in New Delhi In a'l preceding elections. 


the prospective ruling party at the centre 
had led the electoral discourse and dic¬ 
tated the choice. These elections also 
marked the coming to the fore of caste and 
communal politics in the state.The mandir 
and masjid is.sucs (or the politics of ‘Mandal 
and kamandal'. as it came to he popularly 
known) polan.scd the electorate on caste- 
communal lines and determined the vot¬ 
ing pattern. More important, the non-BJP, 
non-Congress secular vote was divided 
between the SP-Janata Dal-I^ft and the 
BSP. Five years ago, the most important 
lacior that had helped the BJP win .S1 scats 
with 33 per cent of the popular vote, and 
emerge as the largest party, was the con¬ 
solidation of upper caste Hindu voles 
belonging to the brahmin, kshatriya, bariia 
and kayastha communities. This was 
supplemented by .signiHcant chunks of the 
backward caste votes from the kurmi and 
lodh rajput communities. The BJP had 
also allracicd a section of the dalil vote 
The caste configuration favouring the 
BJP remains largely unchanged as far as 
the upper castes are concerned. However, 
there has been a slight erosion in the kurmi 
as well as dalil vote, thought not stati.s- 
tically significant. That is why the number 
of seats (52) remains unchanged even 
this time. 

In 1991, on the strength of the Mandal 
platform, the Janata Dal gained 22 scats 
with 21 per cent of the vote, mainly with 
the help of Muslims and backward classes 
such as yadavas, kurmis and lohars. 
Additionally, due to AJil Singh, the Janata 
Dal attracted a sizeable number of jat 
votes. Former prime minister V P Singh's 
charisma helped to attract a section ol 
rajput and dalil vote. However, conse¬ 
quent upon its several splits caused by 
endless factional struggles, the Janata Dal 
has lost the kind of support it had among 
the backward clas.scs and Muslims .\s a 
result, i» has forfeited the position of being 
in the vanguard of secular politics and of 
representing the Mandal platform. 

From 1992 the role of the Janata Dai 
was taken over by the Samajwadi Party 
(SP), which as .Samajvadi Janata Party in 
1991 won four .seats and 11 per cent of 
the vote, banking mainly on the .support 
of the Muslims and yadavs. The change 
was much clearer in the 1993 assembly 
elections. 

By the time of the 1996 parliamentary 
elections, the JD had already become the 
junior partner. Following several splits in 
its ranks, the Janata Dal reconciled itself 
to a secondaiy role in the SP-Janata Dai- 
Left combine and contested only 17 seats, 
leaving the majority - 64 seats - to the 
SP seats, three each being contested by 
the CPI and the CPM. Another party to 
benent from the erosion of Janata Dal's 


support has been the BSP, which won 
three seats in 1991 and increased its tally 
to 12 scats with 9 per cent votes in 1993. 
It improved further on its earlier perfor¬ 
mance in 1996 when it increased its share 
of votes to 11 per cent from the 8.7 of 
1991. 

The performance of the Congress was 
as expected. It ended with the same score 
as in 1991 - five seats - capturing a few 
fresh constituencies like Rampur and 
Shahjahanpur, while losing some others 
like Farrukhabad, Misnkh and Ghoshi. 
The SP-Janaia Dai-Left combine’s hopes 
were shattered by ibe verdict from the 
eastern (Poorvanchal) and Lower Doab 
areas of the stale. The combine, which had 
won 17 seals from the region in 199 1 , lost 
16 of them this time, although it did gain 
one .seat from the BJP. Thus, it was not 
the BJP leadership alone that was baffled 
by the outcome of 1996. Every major 
party in the contest was taken by surprise. 
There were setbacks to the BJP’s calcu¬ 
lations in the Rohilkhand and Uttarakhand 
regions. The party, which held 27 out of 
the 32 scats in the region in 1991, won 
only 17 scats in 1996. The major gainer 
of the BJP’s losses was the SP. which won 
nine .scats. The Congress, the BSP and the 
All India Indira Congress(T) won two 
.seats each region. 

Tlie 1989 assembly elections brought 
about a radical '.hift in UP. It threw the 
Congress out of power, cut down its seats 
in the assembly from nearly three-fourth 
to less than a fourth, and brought to power 
a flcw formation called the Janata Dal. 
with 208 scats. Yet. it did not upset the 
enduring voting pattern. The apparently 
dramatic outcome was a result of the Janata 
Dal’s ability to mop up the available 
‘opposition' voles and reduce the Con¬ 
gress to its minimum core - just 2 per cent 
less than the votes of the Janata Dal. fhe 
BJP, which did not have an alliance with 
the Janata Dal for the as.sembly elections, 
also retained its then stable vote share of 
a little over 10 per cent. 

The 1991 assembly elections changed 
all that. Between 1989 and 1991, the 
hitherto familiar terrain of UP politics was 
transformed, stable voting patterns were 
upset and a large number of voters shifted 
loyally. The BJP, which was till then a 
small and regional political force in UP, 
suddenly registered a rise in percentage 
of votes from 11.8 to 31.6 - an increase 
of nearly 20 per cent. While 3.6 per cent 
of this additional vote was becau.se the 
BJP contested more scats, there was never- 
thele.s.s, a genuine swing of 16.2 percent. 
So strong was the BJP wave that even 
Rajiv Gandhi’s assassination did not 
change the situation very much. Though 
a majority of constituencies went to the 
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polls after the assassination, the Congress 
could manage a marginal sympathy vote 
of less than 3 per cent. Overall, there was 
an 11.4 per cent swing against the Con¬ 
gress, whose minimal stable core of the 
last four decades was enxied, reducing it 
for the first time, to the status of a third 
party. The Janata Dal did not lo.se much. 
The combined votes of the Janata Dal and 
the Samajvadi Janata Party - which had 
by then split from the former - compired 
2 per cent more than the Janata Dal's share 
in 1989. But the split in its votes affected 
it adversely 

A combination of this swing and the 
split of votes bmughl dividends for the 
BJP. out of proportion to its vote share, 
enough to give it a clear majority of 221 
seals out of 419. It retained most of its 
1989 seats, but over three-fourths of its 
.scats were wrested from others. The big¬ 
gest loser was the Janata Dal. From 208 
scats it came down to 92, losing an iden¬ 
tical number of seats, to the BJP. The .SJP 
got only 34 scats, mostly retained from 
Us former share in Janata Dal. The Con¬ 
gress did not even touch 50. losing about 
halfits 1989 .seats to the BJP. The Bahujan 
.Samaj Party (BSP) retained its small 
presence in the assembly, but in the pro¬ 
cess exchanged nearly all its scats with 
other parties. 

Historical specificities - ethnic and 
economic - have led to distinct politicals 
trends in each of the seven regions of UP. 
The small, hilly region of Uttarakhand 
used to be a Congress ba.stion till the BJP 
stormed it with the help of a 30 per cent 
swing in 1991. Former chief minister 
N D Tiwari was also unable to maintain 
the old glory of the Congress and it lost 
supremacy. The three regions of western 
UP - Upper Doab, Lower Doab and 
Rohilkhand have been, in the last two 
decades, the backbone of Bhartiya Lok 
Oal/Bhartiya Kranti Dal/Janata Dal poli¬ 
tics. The Jan Sangli/’BJP had some pres¬ 
ence in Rohilkhand. but was virtually non¬ 
existent in the jat belt of the Upper and 
Lower Doab. In 1991, it succeeded in 
swinging over 20 per cent of the votes to 
its side in Rohilkhand and Upper Doab 
at the expense of btrth, the Congress and 
the Janata Dal. 


Lower Doab is Samajwadi Party leader 
Mulayam Singh Yadav’s stronghold, but 
the Janata Dal too. has pockets of influ¬ 
ence here. The BJP also has a presence 
that cannot be ignored. In the last two 
elections, the BSP has also emerged as a 
major political force in Bundelkhand, a 
small region bordering Madhya Pradesh. 
Together with the SJP it can become the 
dominant formation in this region, fight¬ 
ing it out with the BJP and to a lesser 
extent, the Congress. 

Avadh, the heart of UP and a traditional 
area of Jan Sangh/BJP influence, is likely 
to witnc.ss, even in the near future, a high 
level of fragmentation of votes, for all of 
BJP's rivals have some influence here. 
The SJP-BSP alliance has emerged as its 
main rival in this region and, with a mild 
swing in its favour, it is capable of turn¬ 
ing the election into a keen contc.st. 
Poorvanchal, the largest region of the state, 
has partially tilted towards the BJP only 
recently. The Janata Dal is still a force to 
reckon with in thi."> traditional area of 
Socialist influence, but so is the SJP-BSP 
combine and to a lesser extent, the Con¬ 
gress. A fragmentation of votes is there¬ 
fore inevitably bound to help the BJP in 
future too. 

There is one more point here that is 
important and merits some discussion and 
that is the dalil voting pattern in the 1989 
and 1991 elections. The voting pattern 
among the dalit or scheduled caste popu¬ 
lation in different constituencies shows 
that the BSP is the only party whose votes 
have been going up consistently along 
with the rise the SC population. Interest¬ 
ingly, a similar inclination among the SC 
voters in the 1989 elections was displayed 
vis-a-vis the Congress and its votes went 
up by 8 per cent in constituencies with a 
high SC population. But this trend could 
not be maintained in 1991. The BJP vote 
also, in these constituencies in 1991, was 
7 to 8 per cent lower than in others. 

The 1993 election to the UP assembly, 
delivered a major blow to the secular forces. 
The results led to a hung assembly with 
the BJP and the BSP-SP combine coming 
to a close finish at the Uip. Even so, these 
results showed that lot the time being, the 
forces of hindutva have been effectively 


checkmated. The SP-BSP .surge has also 
led to the virtual decimation of the other 
major centrist secular force in the state, 
the Janata Dal, which had contested the 
polls with a similar agenda. Its strength 
in the assembly has come down by over 
70 per cent. The party ruling at the centre, 
the Congress, w hich went to the electorate 
with a soft hindutva line and presenting 
development as its key slogan, has been 
pushed further down. Irom 46 .scats in the 
previous assembly to 28. 

The SP-BSP put up its best show in 
eastern and central UP. In eastern UP. 
which had shown a .strong inclination 
towards the BJP in the last c lections helping 
it to win 83 out of 159 seats, the SP-BSP 
combine cost the BJP at lca.st 31 scats. The 
Janata Dal lost at lca.st 28 .seats in the 
region while the SP-BSP gained a mini¬ 
mum of 54 seats. This trend is most visible 
in Allahabad and Benares districts, which 
had shown a preference for the Janata Dal 
and the BJP respectively in the last elec¬ 
tions. In Allahabad, the combine improved 
its position from one .scat to 10 out of 14 
.scats - leaving only three for the BJP. Here 
the lo.scr was the Janata Dal, which hud 
nine seats. Its total failure is .symbolised 
by the defeat of veteran Rcoti Raman 
Singh at Karchana at the hands of the BSP 
candidate. 

In Benares, out of the 14 seals, six have 
gone to the combine, reducing the BJP’s 
share to seven, three less than what it got 
in 1991. One seat went to the CPI in this 
di.strict. 

Similar is the case in central UP where 
the BJP lost 21 scats to the combine and 
made a minimum gain of 45 seals. The 
showing in this region, considered it to be 
Mulayam Singh Yadav’s pocket-borough, 
is all the more impressive because the 
combine had 12 .scats in the lasi polls. The 
results from Fai/.abad district, in which 
Ayixlhya tails, are representative ol the 
combine's quantum jump m the legion 
Here the BJP has been given a scv-ie 
drubbing, its dominance now confined to 
Ayodhya constituency alone. Of the re¬ 
maining eight scats, .seven went lo SP- 
BSP and one lo CPI. 

Even before all the results were out, it 
was clear that the combine was making 
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9 

Total 

33.6 
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similar gains in western LIP, including 
Rohilkhand and lUlarakhand too. 
Kohilkhand saw the BJP losing six scats 
and LUtarakluind five. In the west, the 
biggest loser was the Janata Ual which had 
to part with as many as 20 of the 31 scats 
It had won in the last elections. Here, apart 
from the SP-BSP combine, the BJP also 
made impressive gams and retained the 
position of the largest party in the area. 

The factors that contributed to SP-BSP's 
success and stopping of the hindutva jug¬ 
gernaut arc many. The most important 
factor, it seems, is the phenomenon of 
tactical voting by Muslims and the con¬ 
solidation of the yadav-.scheduled caste 
votes along with the Muslim vote. The 
reassertion of the caste lactor provides an 
important les.son. Hindu communal con¬ 
solidation cannot continue unchallenged 
in the Hindi heartland for a reasonably 
long period. At best, it can take a com¬ 
manding position intermittently, only to 
be pushed aside by caste and other con¬ 
siderations, thereafter. 

1996: A Yhak oi- Elcctions 

Two parliamentary elections and four 
a.s.sembly elections have been held, four 
chief ministers have come and gone in 
seven years; a veritable proof of the 
endemic in.stahility and churning going on 
in Uttar Pradesh. Parties and their man¬ 
agers have been trying their best to over¬ 
come this situation but all efforts have 
been Imitle.ss. It's nut as if the parties had 
not geared up to meet the situation. On 
the contrary, it can be argued that it was 
precisely the fact that each ol them vir¬ 
tually treated these polls as a ‘now-or- 
never’ opportunity that reflected the pres¬ 
sures ol the churning on them. A party like 
the BJP. the only one to have gained a 
majority in 1991 on the Ayodhya plank, 
was seeking in these polls a vindication 
of the soli'l mandate ii had received in the 
Uik Sabha elections in the state, when it 
had led in 23.‘5 ol the 425 a.sscmbly seg¬ 
ments. After being ousted from power 
because of what he terms a BJP-BSP 
coti.spiracy in June 1995, M'dayam Singh, 
armed with the support of half-a-dozen 
other UF consiiiuenls, considered this his 
best chance to return to the chair he had 
occupied twice. For her part, Mayawati’s 
136 days in power in 1995 had made her 
and the BSP confident enough to think in 
terms of reluming to power in alliance 
with the Congress to avenge her double 
humiliation - one meted out to her per¬ 
sonally by Mulayam, and the other, when 
the B)P withdrew support and brought 
down Her government. 

Ilie icsuUs of the assembly elections 
were not m favour of any party or alliance 
but they did expl 'dc the BJP myth that, 
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in any triangular contest, it would emerge 
winner. Not only did the party register a 
marginal decline in its share of seats and 
votes compared to 1993, its graph also 
dipped drastically even from its 1996 
parliamentary performance. Apart from 
failing to retain the majority of its 1993 
scats, the party suffered serious setbacks 
in different regions of the .state. But for 
Its clean sweep in the Uttarakhand region 
where it won 17 of the 19 .seats, its per- 
lormancc has gone down in its strongest 
support base of central UP, as well as in 
the western and Rohilkhand region. 

An important factor in the BJP’s de¬ 
bacle, especially in connection with its 
significant losses in the western region, 
where it could win just 47 of the total 101 
seats, compared to 56 in 1993, was the 
serious challenge it faced from the BKKP 
led by Ajit Singh and Mahcndra Singh 
Tikail. Though the BKKP could win just 
eight .seats on its own for the UF, it upset 
the BJP's calculations in not less than two 
dozen scats. Besides the contest of these 
two parties helped the BSP win eight seats 
in this region, against the lone scat it won 
m 1993. The BJP strategists were thus 
concentrating on the eastern districts, 
which account for 159 seats, and where 
the SP and BSP looked like losing ground 
after the Lok Sabha polls. But the party 
gained a mere nine scats over its 1993 
tally, winning just 58 scats in this region 
- which is similar to its losses in western 
UP. Evidently the parly’s strategy of 
concentrating on this region did not pay 
off. 

In central UP, consi.sting of di.stricts like 
Eta, Otawah and Mninpuri which are 
considered Mulayam Singh’s pocket-bor¬ 
oughs. the picture is not very clear. Al¬ 
though the BSP-Congress alliance wa.> 
ahead by six seats over the tally of 23 scats 
each of both its rival alliances. In the 
carlicrelections, the BJP-Samata had been 
way ahead of both the BSP-Congress and 
the UF—with 39 seats as opposed to 23 
and 13 of the other two alllianccs respec¬ 
tively. The present elections therefore, 
indicated a .sharp decline in the BJP’s 
influence and the rise in that of BSP- 
Congress alliance. While its vole share did 


not fall much, all its calculations were 
gravely upset. 

An analysis of trends in various parts 
of the state shows that apart from the caste- 
communal polarisation, two factors have 
influenced the verdict. First, the emer¬ 
gence of local factors in a large number 
of constituencies, though these were al¬ 
ways meshed with the larger, state-level 
dynamics. Micro-level caste, communal 
and other social considerations among the 
electorate generally benefited the non- 
BJP forces in seats like Shahjahanpur, 
Kaiserganj, Ghosi, Mirzapur and Rampur. 
Such local factors, for instance helped the 
Congress in Shahjahanpur and Rampur. 
In Kai.serganj and Mirzapur, it was the SP 
that was the main beneficiary of this 
dynamic. In Ghosi it went in favour of 
Kaipnath Rai. The Congress candidate in 
Shahjahanpur, Ram Murti Singh, a lodh 
rajput. gave the lie to the commonly held 
perception that his castemen were firm 
supporters of the BJP. He won a large 
proportion of hiscommunitics’ voles from 
the constituency despite intensive cam¬ 
paigning by former BJP chief minister 
Kalyan Singh, himself a lodh rajput, in the 
constituency. Similarly, Begum Ncxir Bano 
of the Congress upset conventional cal¬ 
culations by bringing a large number of 
Muslim votes to the Congress from the 
SP-Janata Dal-Lcft combine. In Mirzapur, 
the nomination of Phoolan Devi, a dalit 
belonging to the mallaha community, 
helped the Samajvadi Parly in wresting 
the seal from the BJP. Her candidature 
milled the dalit, backward and Muslim 
communities behind the SP. Similarly, 
in Kaiserganj, Beni Prasad Verma’s 
candidature consolidated the numerically 
significant kurmi community of the con¬ 
stituency behind the SP. Thiscoinmunity’s 
vote along with the SP’s traditional vote 
bank, v'hich consists of Muslims and 
yadavs, assured Verma’s success. 

Second, in terms of electoral arithmetic, 
the a.sccnl of the BSP as a major force, 
especially in eastern and western Uttai 
Pradesh, was the main cause of the BJP’s 
gains as that led to the division of the non- 
BJP non-Congress votes, benefiting it 
directly in not less than 37 seats. The 


Table 2: Chanol of Slats from Assembly Eleition 1993-19% 


Parly .Si*ats in 199' 

Seats in 1996 

Scuts Retained from 1993 

New Seats Won in 199 

INC 

2g 

33 

9 

24 

BJP 

176 

174 

83 

91 

.SP 

109 

MO 

36 

74 

BSP 

67 

67 • 

18 

49 

JO 

27 

7 

7 

- 

BKKO 

- 

8 

- 

8 

Left 

4 

5 

1 

4 

IinC(T) 


4 

- 

4 

Sainata 

- 

2 

- 

2 

Others 

10 

14 

3 

11 
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BSP's presence was responsible for the 
defeat of the SP-Janata Dai-Left combine, 
in at least 26 seats, including 16 sitting 
ones in eastern UP. Similarly, the SP- 
Janata Dai-Left combine affected the BSP’s 
chances in 11 scats in eastern and western 
UP 

Therefore, the results of UP were gen¬ 
erally a grim warning to the major patties. 
The BJP failed to achieve its targets in 
terms ol scats and votes. The Congress 
and Congrc.ss(T) became incon.sequential 
forces, confined to certain regions. How¬ 
ever. according to many observers, the 
most important feature of the verdict was 
tlie message it sent to non-BJP, non- 
Congress secular forces ot the state; stay 
united or forget about power. 

Though the (Inal tally of the 1996 as¬ 
sembly election rc.scmbics the 1993 stand¬ 
ings of various contending parties, as tar 
as retaining seats is concerned, this may 
be seen as one election where ground 
realities have changed drastically for each 
party. That almost all of them surrendered 
over half the constituencies they won last 
time is a certain pointer to an inherently 
unstable situation and a mood of searching 
among the electorate. Of its 1993 tally of 
177 .seals, the BJP has lost 93 seats - 41 
to the SP. 20 to the BSP, 13 to the Con¬ 
gress, live each to-the ID and the BKKP 
and the rest to others. Of the 91 new seats 
which the BJP has gained, 37 were with 
SP, 29 from the BSP. 12 from JD and nine 
from Congress. The plight of the other 
parties is no different. The SP could retain 
merely 36 of its 109 scats of 1993. the BSP 
only 18 ol its 109 and the Congress just 
nine of its 28 seats. I'hc SP lost 23 seals 
to the BJP whereas the BSP lost 15. and 
live to the SP. But the biggest and perhaps 
the swifte.st setback has been the BJP’s. 
Ju.st six months after it led in 235 assembly 
segments, at the time of the Lok Sabha 
elections, it has .seen its tally being limited 
to 174. 

Political Trenos in UP 

Politics in UP is still in a state of flux, 
riic outcome of the 1998 Lok Sabha 
elections may be seen as pointing to the 
beginning of a new phase in which the 
BJP. is trying to wash its image of a upper 
caste Hindu party and metamorphose into 
a broad based aggregative party. Other 
parties arc also attempting to enlarge their 
support base and acquire a different pro¬ 
file by starling of intellectual cells, sum¬ 
mer camps and training programmes for 
their cadre. 

The 1998 parliamentary elections in UP 
clearly indicate a marked improvement in 
'he seat and vole share of the BJP along¬ 
side the total collap.se of the Congress, the 


poor performance of the BSP and a 
marginal improvement in seat and vote 
share of the second largest party, the SP. 
Other small but important parties, the CPI 
and CPI(M), which had some strong 
pockets in the eastern di.slricts and BKKP 
and the JD. which had strong base in 
western UP have not gained even a single 
seat, and only one independent (support 
by the BJP) candidate was successful. It 
is a clear indication of the polari.sation and 
sharpening ol conqietition among major 
parties and also an indication of the further 
move towards a multipolar system. 

The current in favour of the BJP’s prime 
ministerial candidate A B Vajpayee was 
an added factor thi.s time. By still provid¬ 
ing the main reason for the capturing 60 
parliamentary seats (three by its allies) and 
a 37.9 per cent vote share, the party has 
indeed .set a new record. Yet. it was not 
the only party to substantially incrca.se its 
voles. While the BJP share of the popular 
vote went up by 5 to 6 per cent and the 
SP vote share increased by 6 to 7 per cent 
to 27.5 per cent while the BSP, which won 
only four .seats (as against six in 1996) 
improved its vote share by 1.96 per cent 
(Table I). Of course, the parly suffered a 
significant defeat as its supremo Kanshi 
Ram lost in Sahaianpur. 

The results seem to indicate that the 
electorate in UP was not swayed over 
much by the BJP's stability slogan or the 
Sonia effect or the secular rhetoric of the 
SP or the BSP’s theme of dalit assertive¬ 
ness. Caste communal considerations and 
the anti-incumbency mood concentrated 
at the constitueiiLy level, and the parlies’ 
abilities to mobilise votes appear to have 
winners and losers. 

Overall, however, the BJP gained from 
a division of the ‘secular votes’. In 41 of 
60 seats won by the BJP and its allies, the 
cumulative vote of the SP and the BSP 
was higher than that of the BJP or its ally. 
In seven more .seats, the cumulative vote 
of the SP, BSP and Congress was higher 
than the votes secured by the BJP In other 
words, if the proposed pre-poll alliance 
among the SP, BSP and the Congress had 
taken shape, the BJP might have won only 
12 seats, if the voting pattern had been 
same. The Congress and the BKKP failed 
to retain even a single seat. As a result of 
such constituency-level anti-incumbency 
sentiment, the SP made same gain in 
some BJP .strongholds, lor instance in 
Bijnor in western UP. Fair.abad and 
Hardoi in central UP likewise the BSP 
made gains in Anola, Kairana and Amroha 
in Rohilkliand and Rampur, Saharanpur. 
Meerut. Farrukhabad, Khurja and 
Mu/affamagar in western UP which are 
considered Muslim dominated, and there¬ 
fore SP bastions. 


As Table 2 shows BJP performed well 
in all region - in none of which, apart from 
Bundelkhand, it had a base earlier and 
successfully mobili.sed a large chunk of 
the upper caste Hindu vole across the stale 
on the basis of regional issues. An analysis 
ol its paticrn of regional support points 
to this: It was able to win every constitu¬ 
ency in only 7 districts, but it was able 
to capture at least half of the total con¬ 
stituencies in 26 districts, pushing back 
the Congress and the JD in the hill 
region in 1991, it had gained the votes of 
the upper caste and thereby wrested all 
the four scats mainly from the Congress 
which had been dominant here from a long 
time. The story is almost same in this 
election too. Other regions where it made 
a clean sweep arc Bundelkhand and 
central UP. 

The success of the BJP was most marked 
in the western region which has tradition¬ 
ally been the area where new social forces 
made their presence felt and has expeii- 
enced sharp electoral swings. In the early 
1990s, the hindutva ideology appealed 
not only to the upper castes but also to 
the dominant agricultural castes in the 
region, such as jals. rajputs and gujars 
(Table 5G). This region was no longer 
attracted by the agrarianism of the JD 
which also had the informal support of the 
BKU, or by the rc.servation issue which 
had .significant appeal among the BC.s/ 
OBCs and no appeal for the jats. By the 
late 1980s, surpluses from agriculture were 
declining compared to the earlier supprut 
under the green revolution while industry 
had also made inroads into these areas. 
The massive mobilisation of the OBCs 
under JD/SP and the dalits under the BSP 
was perceived by them as threatening their 
dominant positions in the countryside. It 
is this surplus producing peasant cla.s.s 
which was attracted by the BJP in 1991 
and they shilled from the JD which they 
had supported in the 1989 elections. They 
found, in the hindutva ideology, a useful 
counterpoint to the Mandal issue, and 
agrarian issue look a hack seat. 

The BJP improved its Lok Sabha elec¬ 
tion performance in UP as a whole but 
faced problems and reverses in the biggest 
region of the stale, namely the Purvanchal. 


TaIILI: 3. CA-SFE GRDCP AM> Von PrEILRI-NC t, 
Asslmblv Ein thin 1‘Wi 



BJP+ 

Saniaia 

' 1N(:+' 
fLSP 

UF 

Others 

Forward casle 

76 S 

6 7 

8.6 

7 9 

Land-d backward 

26 4 

122 

.51.8 

9.6 

Most backward 

“i.l 1 

19 2 

19.9 

7.8 

•Scheduled t.istc 

8 ^ 

73 0 

14 0 

47 

Scheduled lithe 

.•>8.3 

167 

25 0 

0 0 

Mu.sliin 

2.3 

24.9 

67 6 

5 2 

Olhcij 

40 9 

24.2 

26.8 

8 1 
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Il covers 33 parliamentary seats and has 
always proved to be a stumbling block for 
the BJP Whereas the BJP once again 
appeared to be caught in the social equa¬ 
tions of ihc regions, the SP and the BSP 
Mieiiglhened Ihcir position (Tabic I). In 
the process, the BJP lost one seat but its 
ally Samata Parly gained one neutralising 
the loss. The SP gained three scats and 
the BSP got one more seat. For the BJP 
It was pu/./.ling that its arch rival the SP 
wrested from it seven seats. 

A .striking lacl emerging in ihc.se elec¬ 
tions IS that backwards (mainly yadav)- 
Muslitn polarisation and dalii upsurge not 
only remain intact but appears to have 
further sharpened. The B,SP apart Irom 
having a monopolistic hold over dalil votes 
had also been able to attract the backwards 
among b.ickwards (Table 5). 

In recent years, polarisation is also being 
witnessed among the forward castes but 
it is not as sharp as the backward-Muslim 
polarisation and the dalit upsurge. Pre¬ 
cisely because of this the .SP could get the 
support of a section of the forward castes, 
mainly rajputs in a few constituencies by 
ju.st putting up a caste candidate. It is not 
that the BJP has the support of only the 
upper castes. In recent years the party has 
been able to win the support of the eco¬ 
nomically better off backwards (Table 5). 
However, it is the polarisation of votes 
along caste lines which dominated politics 
in the region. In 1996 l^k Sabha elections 
Ihc party success rate in Ptnirvanchal was 
8 per cent less than that in the re.st of the 
stale The icgion comprises 39 per cent 
I,ok Sabha scats and 41 per cent assembly 
seals of the .slate and is therefore of crucial 
importance for any party. 

Alter the destruction of Babii mosque, 
the BJP leadership began to realise the 
limitations to religious mobilisation. It 
lound that the crowds in election meetings 
did not re.spond to the virulent anti-Mus¬ 
lim .speech and did not approve of ihc 
actual destruction of the mo.squc or the 
‘Ekatmata Yatia' (inarch for unity) of the 
VHP. Advani’s .Su-raj yatra loo met with 
an i-mbarrassingly low response. There¬ 
fore the party decided to project it.sclf as 
a rcspon.sible i.alional party. It decided to 
broaden Ihc party’s appeal to all sections 
of society, taking up also their issues - 
especially. Iho.sc of the dalils - alongside 
Its other issues like Article 3/0, infiltra¬ 
tion of the foreigners, unifomi civil code, 
Ayodhya temple issue and particularly, 
economic nationalism and swadeshi 'ITie 
increase in the .seat and vote share by a 
few points in the 1998 elections is hence 
an iinpuiianl breakthrough for the BJP, as 
il intends to present itself as moderate 
party under ihe leadership of Atal Behari 
Vajpayee and thereby gain the support of 
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a broad cross-section of the electorate. 
Certain features of the BJP’s pattern of 
support arc indicative of this change 
(Table 3). 

Poi-iTiCAL Triangle 

The party system in UP today has three 
poles, the BJP, the SP and the BSP, and 
the challenge to the BJP is from the latter 
two parties. Hence analysis of this trian¬ 
gular relationship will throw light on future 
electoral trends. The SP which has im- 
pnivcd its seats and specially its vote share 
by 6.7 per cent over the 1996 elections 
could form the second pole of emerging 
party system. The SP arising out of the 
JD has been successful in UP unlike in 
other parts of the country due to the two- 
prenged .strategy pursued by Mu lay am 
Singh since 1989: Firstly, by taking ad¬ 
vantage of the increasing caste-based con¬ 
sciousness and agrarian prosperity in the 
slate lollowing from the second spurt ol 
the green revolution, it carved out a back¬ 
ward caste base initially ba.sed upon the 
AJGAR strategy which has been broad¬ 
ened to include more groups. Secondly, 
it distanced itself from the BJP by prom¬ 
ising protection to the Muslims and gain¬ 
ing their support. The alliance between the 
SP/BSP was also beneficial to both as they 
managed to con.solidate and expand the 
backward caste - the scheduled caste and 
the Muslim base, in the many key con¬ 
stituencies. While earlier the base of these 
parties was largely confined to the yadavs 
and Jalavs, it expanded later to include a 
large section of Ihc kurmies and the lodhs 
(Table .S). 

The SP is the only party which has 
consistently and successfully opposed the 
BJP since 1980s. In both the eastern and 
Ihe western plains the major interchange 
of seats over the last two elections in the 
rapidly changing and fluid situation has 
lieen between these two patties. This points 
to the keen competition among them. In 
the 1998 elections Mulayam Singh Yadav 


charted an independent path for his party, 
keeping distance from both from the 
Congress and the JD. During the election 
campaign, the SP, in order to gain the 
support of the Muslims, stres.scd that the 
BJP remained a Hindu upper caste party, 
and tried to cut into the backward and dalit 
support base of the BSP. The base of the 
SP has been the plains of west UP and to 
alargerextent the ca.slcm plains. AsTable 2 
shows, in spite of the BJP performing 
well, the SP managed to retain certain cure 
areas. Without the benefit of an alliance 
with its earlier partner Ihe BSP, the SP 
could gain 20 scats and 21.5 per cent of 
the voles and contain the BJP pockets 
specially in western districts and it was 
able to take back from the BJP Bijnor, 
Hardoi. Kannauj, Kheri and Gonda, 
Balrampur, Dcoria, Ga/.ipur and Fai/.abad 
in eastern UP. The Muslim community 
has supported the SP notwith.standing the 
BJP’s much publicised victory in places 
such as Rampur (Table 5). However, the 
SP could not gain Ihc support of a section 
of the upper ca.slcs - the rajputs - and 
obtained the support of only a section of 
the backwards. 

The performance of the BSP - percei ved 
in the early 1990s as a party poised to 
emerge as a strong state level dalit-bascd 
party - has been disappointing in the ! 998 
elections. In the 1989 Lok Sabha elections 
it gained only two scats but 9.9 per cent 
votes and made impressive inroads into 
the Congress Party ’ s SC and minority vole 
bank. In the 1991 and 1993 as.scmbly there 
was a marked improvement in the per¬ 
formance of Ihc party from 12 to 66 .seats 
though in terms of votes the increase was 
only about 1 per cent. It moved closer to 
the SP on Ihe common platform of estab¬ 
lishing a Bahujan Samaj. Howevei. due 
to the failure of this experiment and its 
alliances with the BJP in 1995 and 1997 
and the Congress prior to the 1996 assem¬ 
bly elections, the narty has entered a 
regressive phase, rhese opportunistic 
alliances also led to its i.solation from other 


Table 4: Ca."!te and Voit Pru-lrknce, Assembly Ei.ection 1996 



BJP+Satiiata 

INC:+B.SP 

UF 

Others 

Brahmin 

74.4 

67 

8 9 

10 0 

K shairiya 

77.5 

82 

8.6 

57 

Kayastha 

8.5 7 

2.2 

98 

4.5 

Vaishya 

8.5 2 

7.1 

4 5 

5.4 

Jat 

.52.8 

6.7 

56 1 

24 4 

(9lher upper caste 

78.0 

4.0 

15 0 

5.0 

Yadav 

67 

10.5 

75.8 

9.0 

Kurnii 

44 9. 

10.2 

41.5 

5.4 

l.odh 

78 2 

5.0 

11.9 

49 

Kiicii 

49 1 

20.8 

25.4 

4.7 

Pal 

28 7 

22.1 

.54.4 

14.8 

Other OBC Group 1 

SI 8 

19 0 

24 1 

5.1 

Other OBC most backward 

.52 2 

26.1 

21 7 

0.0 

Scheduled ca.sle 

6.5 

77.5 

116 

4.8 
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mainstream parties and prior to the 1996 
Lok Sabha elections, many parties in the 
National Front were opposed to its inclu¬ 
sion, viewing it as an unprincipled party. 
In the resulting division of votes the BSP 
gained only 59 .seats but managed to gain 
20 percent of the votes. A moderate section 
consisting of dalits and backwards within 
the party advocates a closer relationship 
with other parties, while the hard-core 
dalit members feel it will lose its distinct 
identity and social constituency as a dalit 
party if that happens. This has led to fac¬ 
tionalism and splits. An authoritarian style 
of leadership is also resented within, and 
therefore, there has been further division 
within this group, weakening the patty on 
the eve of elections. This may be one 
reason for its decline. 

Another significant reason for the de¬ 
cline of the party is that during both the 
short periods when it was in power in 1995 
and 1997, the BSP introduced a number 
of exclusively dalit-onented policies in 
the field of education, social welfare, 
employment generation, and channelled a 
large proportion of state funds in to the 
Ambedkar village programmes. This has 
created considerable anguish among the 
MBCs, particularly those who feel that in 
spite of being backward and in many cases 
poorer than the dalits, the BSP govern¬ 
ment has neglected them. Even among the 
dalits, it is the jatavs who have benefited, 
the balmikis and pasis have not - and this 
led both these groups to vole for the BJP 
in the 1996 elections. As a result, the 
BSP prior to the 1998 elections was 
faced with alienation of the BCs, slow 
growth of its social base and the lack of 
alliance partners which led to a division 
of votes favouring the BJP. The patty, 
however, retains the potential to challenge 
to SP. 

The base of BSP since its inception has 
remained confined to eastern UP and 
Bundclkhand and parts of central UP. It 
has been trying to enter western UP and 
has pockets of support in regions of chamar 
jatav concentration. Its failure to do so has 
been due to the success of the BJP and, 
to a lesser extent the SP. It did gain a seat 
in western UP in both 1991 and 1996; 
Etawah and Sambhal, respectively; hut 
has lost both in 1998. However the party 
succeeded In its attempt to make inroads 
into west UP; polling a good percentage 
of dalit votes which should allow it to 
expand beyond its strongholds in the east¬ 
ern UP and Bundelkhand. In the 1998 
elections, the BSP has been pushed back 
to the eastern UP and has not won a single 
seat elsewhere (Table 2). However, it has 
been able to improve its vote share by 1.96 
per cent particularly in the eastern districts 
like Akbarpur, Azamgath. Bahraich and 


Mishrikh where it had put up Muslim 
candidates and gained their support. 

Despite the changes visible in this elec- 
.tion, the BJP has not emerged as a broad 
based dominant party in UP on the lines 
of the Congress Party earlier. There are 
in fact important structural limitations to 
the continued expansion of the BJP in UP, 
unlike in states such as Gujarat and 
Rajasthan, where it has become a well 
established party. The SP and particularly 
the BSP, in spite of its poor election 
performance arc well established parties 
with strong social and regional bases in 
UP built over a considerable period of 
time. If they were to join hands as in the 
past of wtdeh, lately, there have been 
indications, they are capable of posing a 
strong challenge to the BJP. Moreover, 


due to rigid caste polarisation, the BJP 
would find it difficult to gain the support 
of either the dalits or the backwards who 
have in the recent past shown a preference 
for the BSP and the SP whenever these 
parties have formed a winning coalition. 
In contrast, although the BJP has managed 
to spread into all regions of the state, the 
constant shifts in the social and regional 
base over the election ba.se indicate that 
it has yet to strike firm roots. Moreover, 
for important historical reasons, the 
chances of the party like the BJP gaining 
the support of the Muslim community are 
low since the corhmunity view the party 
with suspicion, believing that after achiev¬ 
ing power it might return to its ideology 
of hindutva. The compulsions of coalition 
politics dictate the need to moderate its 


Table 5: Who Voted Whom 



INC 

BJP 

JD 

BSP 

SP 

Others 

A; Sex 

Male 

6.8 

39.6 

0.3 

14.7 

24.8 

13.7 

Female 

7.9 

31.0 

0.2 

16.1 

22.4 

22.0 

B: Locality 

Rural 

6.8 

34.7 


17.5 

22 

19.1 

Urban 

8.9 

39.8 

1.1 

8.9 

29 

12.3 

C: Age 

Up to 2S years 

4.9 

38.1 

0.4 

177 

23.8 

15.1 

26-.t5 years 

7.8 

.34.7 

0.3 ' 

13.9 

29.3 

13.9 

36-45 years 

5.0 

.33.3 

- 

16.7 

27.0 

18.0 

46-55 years 

10.6 

38.0 

- 

13.4 

18.3 

19.7 

Above 56 years 

10.7 

36.1 

0.6 

13.8 

13 8 

24.5 

D; Educaion 

Illiterate 

6.7 

27.2 

0.2 

20.2 

23.1 

22.5 

Up to Middle 

7.6 

39.8 

0.7 

15.2 

23.2 

13.5 

College no degrees 

8.3 

45.4 

- 

7.3 

25.2 

13.8 

Graduate and above 

7.1 

51.3 

- 

7.7 

23 1 

10.5 

NA 

- 

15.0 

- 

12 5 

50 8 

12 5 

E: Occupation 

Unskilled workers 

7.4 

11.6 

2.1 

27 4 

.33.7 

17 9 

Agriculture and allied workers 

3.0 

15.0 

- 

,39.8 

21 1 

21 1 

Artisans and skills 

12 7 

.33.3 

- 

127 

30.9 

10 3 

Cultivators with 5 acres and below 

4.6 

39.5 

- 

12 5 

18 8 

24.7 

Cultivators above 5 acres 

1 0 

44 8 

- 

8.3 

29.2 

16.7 

Business 

6.1 

.53.8 

0.8 

5.3 

24 2 

9.8 

White Collor and professors 

11.8 

45.5 

- 

5.9 

10.4 

16 7 

Others 

10.6 

46 5 

- 

16 3 

14 0 

4.7 

NA 

33.3 

25 

- 

- 

167 

25 

E: Caste Group 

SC 

8 

18.4 


.50 5 

9.0 

14 2 

ST 


30.0 


100 

40 0 

20.0 

OBC 

6.8 

.30.6 

0.7 

92 

30 4 

22.3 

Ijpper caste 

7.7 

50.7 


4 1 

23 8 

13.7 

G: Religion 

Hindu 

6.6 

42.3 


7 5 

150 

18.6 

Muslim 

9.8 

6.7 

1.6 

57 

64.8 

11.4 

Christian 

- 

25.0 . 

- 

25 0 

- 

50.0 

Sikh 

20.0 

60.0 

- 

- 

- 

20.0 

Others 

50.0 

.50.0 

- 

- 

- 

0.5 

H: Economic Class 

Very poor 

3.0 

25.0 


19.4 

28.9 

22.9 

Poor 

9.3 

33.5 

0 3 

19.4 

20.8 

16.6 

Middle 

8.4 

39 I 

06 

10.7 

25.7 

15.5 

Upper 

62 

49.2 


8.5 

22.3 

13.8 


Source: CSDS Data Unit Bank - Post Poll Data Analysis 1998 (UP). 
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ideology and make it more accommoda¬ 
tive towards the aspirations oi' the back¬ 
wards and the dalits. Whether the BJP 
actually manages to change remains to 
be seen. 

Instability, it would appear, is a continu¬ 
ing leature of UP politics. Since 1989, UP 
has hadclose to half-a-dozen governments 
run by as many political parties and com¬ 
binations. The uncenain verdict of the 
1996 assembly polls has only added to the 
confusion rather than offering any hope 
of a solution. If we see elections simply 
as means to the formation of governments, 
these have certainly not been able to 
produce any definite results. But if we try 
to understand their deep-rooted les.sons 
and outcomes, we will be able to appre¬ 
ciate their import as a instruments of social 
change. Responding to the deep processes 
of churning among various strata, every 
political party was forced to change both 
its strategy and programmes as well as its 
composition, through the induction of a 
larger number of scheduled ca.ste, OBC. 
women and Muslim candidates. This era 
may also be seen as one of resurgence of 
dalits under the dual leadership of Kanshi 
Ram and Mayawati, who were emerging 
as unquestioned ‘ma.sihas’ of the lower 
castes. On the other hand, the backward 


castes and the Muslims are attracted 
towards Mulayam Singh’s Samajvadi 
Party or its alliance with the JD and the 
Left. 

The first indication from these election 
of 1996 and 1998 is that the electorate is 
treating politics as something regional, 
even local - rather than national. In the 
absence of someone who can capture 
their imagination with an ideology that 
cuts across caste and communal lines, the 
voters have opted for whoever spoke for 
their interests, aspirations and needs. 
That local issues are more important was 
evident even in past elections, as the 
poll surveys conducted by the CSDS con¬ 
firmed. Recent electoral mandates and 
the overall turbulence of the times, .sug¬ 
gest that the anger of the electorate 
against mo.st political parties or alliances 
is quite pervasive as is the impression 
that they do not fulfil peoples' day-to-day 
needs such as water, housing and sanita¬ 
tion, etc. 

The strategy of Samajvadi Party to 
expand its support bases among the upper 
castes worked well in these elections. The 
party has eaten into a si/cablc number of 
upper caste votes of the BJP. Out of the 
110 .seats won by it, the SP has wrested 
39 seats from the BJP. The SP has gained 


a total of 72 new seats. The SP fielded 
about 30 rajputs out of which 11 have 
won, eight of the.se it wrested from the 
BJP, though it too had to lose 10 ol these 
30 seats. The SP has been successful in 
getting the support of other high castes 
votes through the Congress and by using 
the .services of a rajput industrialist Amar 
Singh, who was made general secretary 
of SP. 

Notwithstanding its image of represent¬ 
ing the .scheduled ca.ste.s, the BSP fielded 
57 upper caste candidates this time. Out 
of them, nine were winners in their respec¬ 
tive constituencies. Among them are two 
brahmins, tour thakurs, and the rest be¬ 
long to other upper ca.stcs. Most of these 
scats are in the Poorvanchal region. The 
BSP also tried to get Muslim support and 
ended up with 17 per cent of its MLAs 
being Muslim this time. The BSP fielded 
54 Muslim candidates; out of these 12 
were winners in their respective constitu¬ 
encies such as Bijnor, Kundaki, Bisalupur. 
Lahapur, Tulsipur, Salempur, Mau and 
Jehanabad a.ssembly seats. The BSP had 
fielded as many as 102 candidates from 
other backward classes, 26 of whom won. 
The BSP has only 20 .scheduled castes 
MLAs in the new assembly out of 86 
candidates. 
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Electoral Competition and Structures 
of Domination in Maharashtra 

Suhas Palshikar 
Rajeshwari Dcshpande 

The pre-eminence of the Congress in Maharashtra politics was based on two disjunctions. One, while it claimed 
to represent the oppressed caste it was a maratha-kunhi supported and dominated party. Two, while it drew support 
from rural agrarian voters it .served urban industrial interests. Emergence of the BJP-Shiv Sena alliance 
marks an end to the disjunction between material and political domination. The alliance is supported by 
urban, educated voters in the younger age groups and serves their interests. 


AFrER a long period of resilience the 
Congress in Maharashtra finally faced 
electoral humiliation in the 1990s. This 
turn in the electoral politics of the .state 
poses two questions: (a) what movement 
of popular vote made this change possible? 
and (b) how is the Congre.ss defeat related 
to a restructuring of dominant intcre.sts? 
The following paper attempts to answer 
the.se questions and link the electoral pro¬ 
cess in the state to a more general dynamics 
of political economy of Maharashtra. 

Electoral process is usually associated 
with 'politicking', infighting within the 
party, the excitement of selecting candi¬ 
dates and campaigning - all these factors 
arc exacerbated by the media-hype accom¬ 
panying elections. But over and above this 
excitement, electoral politics is firmly root¬ 
ed in the interplay of .social forces. Two 
types of confrontations constitute politics. 
In the first place, confrontation takes place 
between dominant interests and the domi¬ 
nated masses. This relationship is often 
shaped by material factors, social status 
and identity question. The second con- 
I rontation takes place among the dominant 
interests tor a better share in dominance. 
In case of both these confrontations, elec¬ 
tions provide a crucial opportunity for 
contending sections to assert themselves. 
The dominant interests seek continuation 
of their dominant position through 
elections while the people look upon elec¬ 
tions as an opportunity to intervene in the 
process of domination. In this sense, elec¬ 
toral politicsconiititutes popular perception 
of and response to the prevalent pattern 
of domination. Therefore, electoral politics 
cannot be understood in isolation from the 
politics of domination. Our analysis, then. 
IS informed by this understanding that 
elections combine democratic expression 
and expression of domination. 

I 

Pre-eminence of Congress 

Caste composition of Maharashtra's 
politics and the pre-eminence of Congress 
party stand out as the most significant 


features of politics in Maharashtra. Both 
appear to have come under serious 
challenge during the 1990s. Brahmins 
account lor less than 4 per cent in 
Maharashtra's population: while the 
maratha-kunbi caste cluster accounts for 
over 31 per cent (Lcle 1990: 1I6-17J. 
maratha-kunbis are traditionally engaged 
in agriculture and related occupations and 
are spread almost all ovci the present state 
of Maharashtra. There are internal 
differences among the maratha-kunbis on 
the basisof caste status as well as economic 
stratification. However, through a 
hi.storical con.sciousne.ss of 'kshatriya- 
hood', a common battle with brahmins, 
a common material experience as peasantry 
andaproccssof adroit political integration 
the maratha-kunbi group has emerged as 
a political force in the state, LLclc 1990: 
124-35, 162-6971. It may be noted here 
that the Mandal commission has included 
the 'kunbis' in its list of other backward 
clas.scs (for Maharashtra). However, in 
many parts of the state, disti nction between 
marathas and kunbis is often blurred 
particularly with the rise in the incidence 
of marital alliances between the two. 1 hus. 
internal stratification notwithstanding, 
maratha -kunbi caste cluster has existed as 
a single political entity for the most part 
since independence. Its formidable share 
in population ensured the domination of 
this community over electoral politics and 
made Maharashtra famous for ‘maratha 
domination' during the decades following 
the formation ot the .state in I960. 

The pre-eminence of Congress was, in 
a sense, an all-India phenomenon in the 
post-independence period. But two 
features of Congress domination in 
Maharashtra distinguish the state's politics 
from that of other states. During the 50 
years since independence. Congress 
enjoyed power in Maharashtra for over 
46 years (1947 to 1978 and 1980 to 1995); 
and when the first non-Congress 
government came to power (1978) it was 
led by a Congress faction. This non- 
Congress government could come to 


power because of a split in the Congress. 
Secondly, and more importatitly, the pre¬ 
eminence of Congress was deep-rooted 
and ba.scd on a combination of political 
majority and ascendant material interests. 
Tlic structure of dominant material interests 
is .sketched below, (’ongress in the post- 
1960 period successfully attempted to 
accommodate entrenched interests. At the 
same time, political legitimation of Con¬ 
gress power derived from the fact that at 
the .social level. Congress claimed to re¬ 
present the ordinary mas.ses-the ‘hahujan 
samaj' (an euphemism for non-brahmin 
and usually non-dalit castes). TheCongress 
could .su.stain'ihis claim to being a party 
of the bahujan samaj because both at the 
level of leadership and following it had 
undergone t transformation from an upper 
caste character to a middle peasant (mara¬ 
tha-kunbi) base, since late 1930s onwards 
Congress presided over a complex set 
of entrenched interests competing with 
each other. The maratha leadership, which 
cxcrci.scd political control over material 
resources, always accommodated the 
interests of brahmins and while the latter 
lo.st political initiative there is nothing to 
show that material interests of brahmins 
were jeopardised in any way. Lcle 
(1990:67-72) and Vora and Palshikar 
(1990:238-40) have separately argued that 
there has generally been a sharing of 
interests between brahmins and marathas 
and that the cultural pre-eminence of 
brahmins has generally been a result of 
this collusion. Also, industrial interests 
have gCiicrally benefited under maratha 
political dispensation [Kama! 1983:80, 
87-90], Vora has discussed at length the 
limitations of‘maratha dominance thesis’ 
in the context of political economy of 
Maharashtra I Vora 1994: l-3.32-33].'rhus. 
Congress rule could protect agrarian inte¬ 
rests only by accommodating brahmin 
intcrcsisand ‘bending backwards' (Kamat 
1983:87) in pursuing capitalist intcre.sts. 
In this .scn.se, material resources were 
jointly controlled by agrarian and capitalist 
interests. 
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Thiscompicx arrangement o( entrenched 
interests was obviously not without 
tensions. In (tict, internal competition 
markcdthcrelationsamongthe entrenched 
interests. Relations betweenBrahmins and 
marathas are marked by competition as 
well as by sharing of interests. Marathas 
have ul.so tound it dilTicuU to placate the 
emergence of political ambitions among 
vocal sections of scheduled castes. And 
while the Congress always claimed that 
its rule was repre.sentative of 'bahujan 
samaj' the maratha leadership always 
avoided mobilising the non-maratha, ic. 
OBC castes. All this goes to sugge.st that 
although marathas gained access to 
political power and material resources, 
they were far from enjoying substantive 
hegemony vis-a-vis the caste society. 

In the early 1970s Indira Gandhi 
attempted to undermine the hold of 
maratha leadership over Congress [Lele 
1990; 177-85). The peculiar social com¬ 
position of Maharashtra did not allow her 
to prop up a social force against the 
marathas but she could shake the 
confidence and complacency of .state 
leadership. Her challenge widened the 
cracks among the many fact ions of maratha 
leadership (Palshikar 1994:273-74]. 
Around the same time, industrial interests 
began asserting themselves. The state had 
already adopted policies favourable to 
industry. A number of institutions had 
been floated to finance and provide 
infrastructure to industries. Dunng the 
1970s. the state government almost totally 
abdicated its regulatory role as far as 
indu.strial expansion in the Mumbai-Thane 
belt was concerned. The plan of backbay 
reclamation was pushed ahead and a twin 
city of New Mumbai was planned. Under 
onslaught from capitali.st interests, political 
leadership failed on two counts. Firstly, 
it failed to check unplanned growth of 
Mumbai-Thane-Pune belt. It yielded to 
demands made by capitalist interests 
IKamat 1983:79-81, 86-88]. Secondly, 
state-level political leadership failed to 
protect the intere.sis of agriculture - a 
sector to which it belonged. 

Between 1960-61 and 1970-71, area 
under production of cereals and pulses 
remained stagnant and yield per hectare 
actually declined [GOM 1996:141]. Simi¬ 
larly, between 1960-61 and 1975-76 
percentage of gross irrigated area to gross 
cropped area improved by 3 percent [GOM 
1996:143]. 

Not surprisingly, share of primary sector 
in state income went down by over 10.5 
per cent (irom 41.9 per cent to 31.6 per 
cent) between 1960-61 and 1975-76. 
During the same time both secondary and 


tertiary sectors registered a growth of 5 
percent each in the state’s income [Kamat 
1983:82]. 

Economic development of Maharashtra 
ha.s not been without its own problems and 
imbalances. The period between 1976-77 
and 1986-87 shows that its economy had 
a stunted growth. It also shows a lack of 
ability on the part of politicians to protect 
agrarian interests. As a result, the trend 
of declining share of primary sector 
continued. Between 75-76 and 86-87 
primary sector shows a downfall in its 
share of state income by 10 per cent from 
31.6 per cent to 21.4 per cent [Kamat 
1988:821; GOM 1996:116]. On the other 
hand, the secondary and tertiary sectors 
grew but did not grow sufficiently for the 
.state to record a fair economic develop¬ 
ment. In 1976-77 Maharashtra's net 
domestic product accounted for 12.6 per 
cent of national income [Kamat 1983:811. 
This share went down to 11.7 per cent in 
1986-87 [GOM 1991:5]. Trends in state 
income and national income at constant 
prices (80-81) show that while state 
income increased by 14.4pcr cent between 
1980-81 and 1984-85, national income 
increased by 20.9 per cent for the same 
period. In 1985-86, slate income increa.sed 
by 9 per cent [GOM 1996: 12-13). 

Even this moderate development of 
secondary and tertiary sectors had .some 
problems. Firstly, it did not keep pace with 
rising levels of education and 
expectations.* As a result, number of 
persons on the live registers of the 
employment exchange increased by three 
limes between 1975-76 and 1985-86 
[GOM 1996:187].The numberof factories 
increa;sed from 11,923 in Decembci 1976 
to 19,966 in December 1986, but employ¬ 
ment rose only by a 10 lakh and actually 
declined between 1981 and 1986 [GOM 
1996:132). While, growth showed signs 
of a slump, the state continued to pump its 
resources generously into capitalist 
development. Financial assistance 
disbursed by financial institutions rose 
from Rs 372 crore in J980-81 to Rs 7,871 
crorein 1995-96[GOM 1997:160].Thus, 
.state-sponsored capitalist growth failed to 
spread across sections of population. 
Besides, industrial growth occurred at a 
dismally slow pace in most parts of the 
state. Mumbai-Thane and Pune continued 
to be the major sites of growth. Of the total 
factory workers in 1986-87, 66 pe'r cent 
were employed, in these three districts 
[GOM 1991:38-39], This suggests that 
while industrial growth in other districts 
was very slow, they experienced growth 
in tertiary sectors mainly through petty 
busines.ses. This created not only an 


economic imbalance but social distortions 
too state-level political leadership 
continued to derive political support from 
rural agrarian masses and to cater to the 
material interests of urban-industrial and 
service sectors. Thus, agrarian interests 
became less effective than earlier vis-a- 
vis capitalist interests based in urban 
centres. Another development that firmly 
emerged during this period was the 
increasing role of tertiary sector. It ensured 
the change in the economic complexion 
of the state. While industry recorded a 
steady pace of growth, the service sector 
was constantly on the ascendant. In con¬ 
crete terms, petty contractors, hoteliers, 
speculators and traders became increasingly 
important in the state’s economy. 

Inasense, 1977-78 marked the beginning 
of a pha.se which finally culminated in the 
defeat of the Congress. The period between 
1978 and 1995 was characterised by 
disintegration of maratha leadership and 
changing complexion of the alliance of 
material interests. Congress performance 
in Mahara.shtra in the 1977 lok sabha 
election was poor. It won 20 out of 48 
scats. This poor performance of the 
Congress was partly due to the emergency 
and to post-emergency unity of non- 
Congress parties. But in 1977, Congress 
in Maharashtra was already a divided 
house. Since 19/2, state Congress had 
three groups. One was loyal to Y B Chavan 
while another group derived its power 
from sugar co-operatives and maintained 
a distance from Y B Chavan. This latter 
group was informally led by the maratha 
leader Vasantdada Patil. Both these 
factions had their social ba.se among the 
maratha-kunbi community. The third 
faction, mainly opposed to the sugar co¬ 
operatives, was led by the Marathwada- 
ba,scd S B Chavan. S B Chavan, himself 
a maratha, had little support from the 
maratha-kunbi community. Aftcrthe 1972, 
Indira Gandhi sought to de.stabilisc the 
maratha leadership with the help of S B 
Chavan. He replaced V P Naik as chief 
minister in 1975. This led to intense 
factionalism during the 1977 lok sabha 
election where intere.sts of Y E Chavan 
and Vasantdada coincided. The results of 
1977 elections were, therefore, in no small 
measure, an outcome of factionalism 
within Congress [Vora et al 1988:71-72]. 
After Congress split at the national level 
in 1978, the two factions - Indira loyalists 
and maratha leaders - fought the 1978 
assembly elections separately but joined 
hands to form a coalition ministry. Soon, 
Sharad Pawar went on to form his separate 
faction breaking away from the loose 
alliance of maratha leaders. Pawar's 
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parallel Congress formed a coalition 
ministry along with Janata patty and PWP 
(July 1978)/This dealt a blow to the 
already fragile unity among maratha leaders 
and since then the maratha leadership has 
not been able to put its act together. \^en 
Indira Gandhi relumed to power in 1980 
she swiftly dismissed the Pawar 
government. Between 1980 and 1984, the 
maratha leadership faced humiliation at 
the hands of Indira Gandhi. Although 
Vasantdada Patil and .some other leaders 
went back to Indira's Congress, a string 
of chief ministers not belonging to maratha 
leadership was imposed on the state with 
ihc maratha leadership standing by as mute 
witness. This scenario continued even after 
Indira Gandhi’s assassination. Between 
1978 and 1988. the maratha leadership 
was in a state of disarray. It lost initiative 
dong with loss of unity. 

These developments facilitated the 
gnwth of the Shetkari Sanghatana and 
nco-Hinduist forces. Farmers’ movement 
jndcr the leadership of Sharad Joshi took 
ihape after 1978. Joshi tiwk up agitational 
forms and mobilised the rural masses. The 
igitations ol Shetkari Sanghatana were 
he first statewide mobilisation on mass 
icale since the formation of Maharashtra, 
hlowcver, after an initial .success, the 
Shetkari Sanghtana lost initiative[for 
Jctails sec Doshi 1990:215-30; Lenneterg 
1988:446-641. For about six years the 
Sanghatana successfully mobilised the 
naratha-kunb is as well as OBC groups 
particularly mali and vanjari) in parts of 
western Maharashtra (Nasik, Ahmednagar) 
mt more notably in Marathwada and 
Vidarbha region.l. 

Since the rise of the Janata party small 
ictivisi groups claiming allegiance to 
nilitant llinduist ideology were active in 
larts of Maharashtra. They were different 
rom RSS in that they were active in rural 
treas. small towns and attracted youths 
rom the non-brahmin castes. After 1984 
Shiv Sena too. entered rural Maharashtra, 
t took up an explicitly Hindui.st position 
md started wooing OBC youth in 
vlarathwada. Youth from different castes 
iei/cd this opportunity since the Congress 
was a dilapidated force and also because 
)f the ideological appeal of Sena’s mi litant 
linduism. The Shiv Sena skillfully 
exploited the anger and frustration among 
)oth rural marathas and OBCs on the issue 
)f change of name of the Marathwada 
iniversity. The caste sensibilities of caste 
Hindus (savama) were combined with 
hcirreligious sensibilities The latterwere 
teing shaped in the course of the ‘Ram 
'anmabhoomi’agitation The tempestuous 
lindutva brigade soon sidelined the 


Shetkari Sanghatana. Thus, new political 
forces emerged while the Congress 
witnessed an internecine struggle among 
warring factions of maratha leadership. 

Sharad Pawar became Congress chief 
minister in 1988. He vigorously pursued 
the economic policy of liberalisation. He 
made an attempt to situate furtherindustrial 
expansion outside of Mumbai, Thane and 
Pune. Nasik, Jalgaon, Aurangabad. Kolha¬ 
pur and Ratnagiri districts became the 
sites for rapid industrial development. State 
support to industry continued. Assistance 
from financial institutions increased 
ninefold between 1985-86 and 1995-96 
IGOM 1997:1601. Over 8,000 new 
factories were set up during this period. 
In 1991 -92, the tertiary sector recorded its 
highe.st share in SDP when it reached 46.5 
per cent and remained around 44 to 45 per 
cent in the later period. While many of 
these trends hadexisted earlier also, during 
Pawar's second (and third) stint as chief 
minister, these trends became stronger. 
Besides, unlike in the earlier period, there 
was very little mention of agriculture. 
Pawar cnthusia.stically took up the theme 
of industrial development and made it a 
major plank of election campaign later in 
1995. Not surprisingly, his tenure was 
marked by acrimonious charges of 
corruption and the same were exploited 
by his opponents in course of the campaign. 
Pawar came to be identified with modem 
capitalist development and with shady 
deals and fast track of corruption.-^ 

Two other features of Congress rule in 
the 199()s were manipulative politics based 
on ad hocism and inability to handle the 
communal situation. It was evident since 
1989 that Congress’ control over politics 
in the state was weakening. Pawar sought 
to remedy this situation by employing a 
series of manipulative strategies. Mandal 
recommendations were accepted by 
allotting separate reservations to various 
caste groups from among the OBCs. A few 
non-maratha leaders were projected to 
assuage the politically strong castes such 
as dhanagars and malis. Development 
boards were planned and eventually formed 
for the backward regions of Vidarbha and 
Marathwada (along with one for the rest 
of Maharashtra). Alliance with one faction 
of RPI was fonned; Marathwada uni versity 
was finally named after Ambedkar. A split 
in the Shiv Sena legislature party was 
engineered and one in the Janata Dai was 
also effected. (The gmwth of Shiv Sena 
in Marathwada and Vidarbha regions was 
mainly due to the emergence of Bhujbal, 
a leader belonging to the OBC ‘mali’ 
community. Dissension between him and 
Manohar Joshi, a brahmin leader of Shiv 


Sena was the factor ultimately leading to 
split among Shiv Sena MLAs. The 
ostensible reason was Shiv Sena 
leadership’s anti-OBC stance. In the case 
of Janata Dal, the split was an easy matter 
since the slate unit of party lacked in 
leadership, cohesion and direction.) A 
policy document on women’s issues was 
brought out. But all these strategies lacked 
any long-term planning or deep-rooted 
commitment. Issues were handled, moie 
or less, in isolation. An attempt to create 
a support base was not made. 

The communal situation worsened in 
the aftermath of the demolition of Babri 
ma.sjid. 'The government led by Sudhakar 
Naik cou Id not handle the riots of December 
1992 effectively. Mumbai witnessed the 
worst riots in January 199.1 during which 
the communal bias of the police force 
became an issue. The Congress could not 
satisfactorily rebut charges of a nexus 
between the underworld and the politicians. 
Ignoring these problems, Pawar seized 
this opportunity to .settle scores with Naik 
and subsequently returned as chief 
minister. The bomb blasts in March 1993 
further strengthened popular perception 
that Mumbai was ruled by the underworld. 
The.sc events were to play a key role later 
during assembly elections of 1995. 

From 1978 onwards and particularly in 
the 1990s, the Congress remained in a 
disarray. Organisational activity came to 
a standstill. The party lost all ability to 
mobilise the masses. At the state level. 
Congress could retain power because of 
the limited strength of non-Congress 
parties in rural areas. But the Congress had 
lost initiative right since the disintegration 
of the maratha Icadershipin 1978. Between 
1978 and 1990, the stale witnessed an 
acute disjunction between political-elec¬ 
toral domination and the ascendance of 
new forces in the matenal realm. As we 
noted above, indu.stry and service sector 
became increasingly dominanl. With tins 
development, the role of urban centres 
became more significant. The gull between 
urban sensibilities and rural sensibilities 
futher increased. A new section of upstart 
cap'tahsts and the urban ncli started making 
its pre.scncc felt. Thesedcvelopmcnts meant 
that control over rural resources alone was 
not sufr^cient to enjoy material domination. 
The Congress Party in Maharashtra did 
not realise this problem and continued to 
exercise control over co-operatives, zilla 
parishads, etc. Pawar attempted to 
rejuvenate the earlier alliance between rural 
rich and the urban material interests. 

He sought to combine political 
domination with material domination. In 
the arrangement which Pawar was seeking. 
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urban material intercsls were to have a free 
hand not only in urban development, but 
in the field ol rural development also. 
Export oriented agriculture, horticulture, 
tourism, new agro-based industry were 
.some of the areas hotly pursued by the 
Pawar government. This arrangement 
implied that material relations will be 
evolved on the terms of urban interests. 
The rural rich could participate in 
implementing but not in framing the.se 
relations. In exchange. Pawar sought 
continuation of political domination on 
existing line.s, in which marathas would 
be allowed to tormally preside over the 
state apparatus. The political leadership 
was. however, not supposed to pursue its 
own material interests. In other words, 
Pawar. like the central leadership of the 
Congress, .sought to convert the party into 
a political vehicle of Uie newly ascendant 
and aggressive material interests. 

II 

Downfall of Congrcs.s 

This strategy did not succeed. It hurt 
rural interests and failed to attract urban 
voters, 'fhe inevitable result was that 
Congress was unsettled from power and 
had to give way to a new political 
combination more acceptable to the 
alliance of material interests [Vora and 
Palshikar 1996:122-241. How did this story 
of Congress decline unfold cicclorally? 
We di.scuss this question below. 

The lok sabha elections of 1989 witnes¬ 
sed triangular contests in most consti¬ 
tuencies. I'he B JP had entered into alliance 
with Shiv Sena lor the first time during 
lhc.se elections, both for reasons of ideo¬ 
logical proximity, as well as bccau.se the 
Sena was fast emerging as an aggressive 
oppositional force. Although BJP is a 
national party, it had no option but to 
continue its alliance with Shiv Sena. While 
the BJP traditionally enjoyed the support 
of brahmims, banias and the middle class, 
the Shiv Sena was able to attract OBC 
youth in urban as well as rural areas. This 
forced the BJP to ally with Shiv Sena in 
spite of differences (e g, the two parties 
had different stands on the ‘namantar’ 
issue, on the issue of OBC reservations 
and later, on the issue of revival of the 
Enron project) and accept its domination. 
Although Janata Dal and its allies did not 
have a formal alliance with the BJP-Shiv 
Sena combine, they had an electoral under¬ 
standing in a number of places. This 
avoided ilivision of non-Congress votes 
to some cxiciii The overall atmosphere in 
the country was also not favorable to Con¬ 
gress. These factors together resulted in 
a setback to Congress. It secured 28 seats 


but its vote share remained more or less 
intact (45.3 per cent). The real gainers 
were the BJP and Shiv Sena, with 10 and 
four seals respectively. It may be noted 
that both BJP and Shiv Sena won most 
of their scats from urban constituencies 
which were more receptive to the issue of 
corruption rai.sed during the campaign. 
The alliance benefited from the appeal of 
hindutva generated through Ramshila- 
poojan programmes during the campaign. 
Urban support to politics of hindutva thus 
became evident for the first time through 
these elections. 

The non-Congress parties could not 
follow up this success in the 1991 lok 
.sabha elections mainly because of the 
changed atmosphere due to the assassi¬ 
nation of Rajiv Gandhi in the middle of 
campaigning. Although both the issues of 
Mandal and Mandir played an important 
role ill campaigning, they had no effect 
on the outcome of elections. Even in this 
adverse condition the BJP managed to win 
five scats and the Shiv Sena retained its 
four (it actually retained two scats and 
won two new seals). The BJP projected 
its leaders from OBC castes such as 
Gopinath Munde (vanjari), N S Pharandc 
(mali) and Anna Dange (dhangar). The 
real loser was the Janata Dal which failed 
to win any .seats and lost its image as an 
opposition party, losing all initiative to 
BJP-Shiv Sena alliance. 

Between these two lok sabha elections 
the crucial as.scmbly elections had taken 
place in 1990. These witnes.sed a major 
setback to the Congress. The Congress 
lost clear majority and its share in popular 
vote went below the 40 per cent mark. 
'The BJP and Shiv Sena posed a direct cha¬ 
llenge to Congnss dominance by winning 
94 scats. More importantly, these elections 
helped in consolidating their support base 
in most of the urban centres in the state. 


As in I989,theieweretrianguIarcontests 
in most constituencies. While BJP-Sena 
alliance continued. Congress entered into 
an alliance with one faction of Republican 
Party (led by Ramdas Athawale) with a 
view to gaining some additional dalit votes. 
This move resulted in the split in the 
United Republican P^y which was created 
in December 1989 by bringing together 
many Republican factions [Morkhandikar 
1990:588]. A third alliance consisted of 
Janata Dal, PWP, both the Communist 
parties, Shetkari Sanghatana, Kamgar 
Aghadi (led by Dana Samant) and factions 
of Republican Party. This alliance was 
known as Pn>gressivc Democratic Front 
(PDF). The PDF accommodated .some 
Congress rebels also. Campaign in 1990 
was marked by Sena’s aggressive hindutva 
propaganda and weak attempts by PDF to 
win the OBC constituency. Pawar led the 
campaign on behalf of the Congress. 
Regionwi.se analysis of the 1990 results 
shows that the BJP-Sena alliance 
consolidated its ba.se in the Mumbai- 
Konkan region. Although the two regions 
arc .separate, Konkan vote is usually 
influenced by voting in Mumbai. I'his is 
due to strong economic links between the 
two regions and influence of the metropolis 
on adjoining areas. Apart from Mumbai 
and Konkan the alliance made inroads in 
Vidarbha and Marathwada regions. 
Western Maharashtra continued to remain 
a strong base forCongress (Table I). These 
trends indicated decline of support to 
Congress in as many as four regions. Two 
of these regions are dominated by urban 
constituencies or effects of urbanisation 
(Mumbai and Konkan). The other two 
regions arc marked by backwardness and 
anonc Icx) impre.ssive co-operative network 
(Vidarbhaand Marathwada). In particular, 
decline of support in Vidarbha and 
Marathwada meant disintegration of 


Table t: A.wf.mbi.x Ellctidns Resui is - 1990 and 1995 
Party Mumbai Konkan North Vidarbha Marathwada Western Total 


Maharashtr a__Mahrashtra 



19901995 

19901995 

19901995 

1990 1995 

1990 

1995 

19901995 

1990 1995 

Congress 

9 

1 

9 

3 

21 

10 

25 

17 

23 

12 

54 

37 

141 

80 

BJP 

9 

12 

5 

6 

8 

10 

13 

22 

5 

9 

2 

6 

42 

65 

.Shiv .Sena 

15 

;8 

II 

15 

2 

5 

9 

II 

II 

15 

4 

9 

52 

73 

JD 

- 

1 

2 

- 

3 

3 

10 

2 

2 

2 

7 

3 

24 

II 

PWP 

- 

- 

.1 

3 

- 

- 

- 

- 

■7 

2 

2 

1 

8 

6 

CPI 

- 

- 

- 

- 

- 

- 

1 

- 

- 

- 

- 

- 

2 

- 

CPI(M) 

- 

- 

1 

1 

1 

- 

- 

- 

- 

1 

1 

1 

3 

3 

RPI 


- 

- 

- 


- 

2 

- 







Muslim I.eaguc 1 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

1 

- 

Cong Rebel 

- 

- 

- 

- 

1 

5 

6 

9 

1 

3 

5 

18 

13 

35 

Others* 

- 

2 

- 

3 

- 

3 

- 

5 


2 

- 

- 

- 

15 

Total 

14 


31 


36 


66 

46 


75 


288 




Notes: * Others include independents, Maharashtra Vikas Congress. Nagvidarbha Andolan .Samiti, 
Samajwadi Paksha Swatantra Bharat Paksha, Nagari Vikas Aghadi and Sena/BJP rebels. 
Source: Vora and Palshikar (1996: .58. 65). 
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Congress base among rural voters and 
among maratha-kunbi and OBC voters. 
This shrinking base of Congress was to 
prove critical in the elections of 1995-96. 

Assembly elections in 1995 brought 
about transfer of power in the state in 
more than one sense [ Vora 1996:171 -73]. 
Sena-BJP alliance won 138 seats and 
formed government with .support from 
independents, most of whom were rebel 
Congressmen. The lok sabha elections in 
1996 witnessed continuation of the trends 
which emerged in 1995. These elections 
confirmed the decline of Congress in the 
.stale. 

The assembly elections had abackground 
of Congress rule between 1991 and 1995. 
Campaigning was dominated by anti- 
Pawar propaganda. Corruption and the 
alleged nexus between politicians (of ruling 
party) and criminals became the main 
issues. Some bureaucrats also supported 
the anti-Pawar campaign. BJP and Shiv 
Sena could not oppose Pawar’s economic 
policies since they too believed in 
liberalisation. Therefore, they focused on 
mismanagement and corruption. Pawar 
was made the target for another reason. 
He was the only leader in the Congress 
with mass ba.se and the alliance hoped to 
penetrate rural electorate by discrediting 
Pawar. This strategy worked successfully 
for the alliance so much so that later, in 
the lok sabha election of 1996, acrimonious 
campaigning was not required. As a result 
there was no strong campaign in 1996. In 
both the elections non-Congress, non-B JP 
parties did not play a crucial role during 
I he campaigns. Thus, these elections were 
triangular in terms of candidates and 
alliances but there was a direct confron¬ 
tation between Congress and Sena-BJP 
alliance. In 1995, the Janata Dal formed 
the PDF alongwith PWP. two factions of 
Republican party. Samata Party and 
Samajwadi Janata Paksha. The Bahujan 
Mahasangha, Bharatiya Republican Party 
(led by Prakash Ambedkar). both 
Communi.st parties. Kamgar Aghadi 
formed the Bahujan Shramik Samiti and 
formed a second front. These two fronts 
mostly fought each other ultimately 
benefiting the Sena-BJP alliance. In 1996. 
both came.together to form a Third front’, 
but this effort proved futile. 

Results of 1995 and 1996 elections 
manifest identical patterns. In 1995, the 
Congress could win only 80 scats with its 
lowest even percentage of votes (30.7 per 
cent). The legislative strength of Sena- 
BJP rose by 44 seats with a marginal rise 
in votes of less than 3 per cent coinpared 
to 1990. More significantly, vote share of 
the alliance was actually less than that of 


Congress in the 1995 election. This could 
happen because of multi-comeredcontests 
in most constituencies and division of 
non-BJP, non-Sena votes. Another 
outstanding feature of election results in 
1995 was the election of as many as 50 
independent and other candidates, 35 of 
whom were Congress rebels. This pheno¬ 
menon clearly expresses the bane of 
factionalism and lack of party organisation. 
But more importantly, it conFirms the 
breakdown of Congress in the state. 

In the lok sabha elections that followed, 
the Congress was in no better shape. In 
its one year in power, the Sena-BJP 
government had attempted to consolidate 
its electoral gains and further weaken the 
Congress. On the one hand the two parties 
engaged in symbolic actions like changing 
the names of cities, campaigning against 
immigrants from Banglade.sh, abolishing 
the state minoriticscommission, scrapping 
the commission enquiring into the Mumbai 
riots of 1992-93 and bringingabill seeking 
to ban slaughter of cows. These actions 
wercundeitaken toconsolidatethe 'Hindu' 
support base. Secondly, the government 
withdrew cases against caste Hindus from 
Marathwada - mostly marathas - filed 
under atrocities act during the anti- 
namantar riots directed against dalits. This 
.step was clearly aimed at wooing the 
maratha community which has been 
disappointed with Congress. The 
government also took disciplinary action 
against many sugar co-operatives and co¬ 
operative banks; both bastions of Congress. 
It sought to destabilise Congress hold over 
local bodies by modifying the relevant 
act."* In other words. BJP and Shiv Sena 
tried to strengthen their already secure 
urban constituency and attempted to 
penetrate rural areas. By contrast, the 
Congre.ss remained on the defensive and 
organisationally very weak after its defeat 
in 1995. It could win only 15 seats in lok 
sabha elections - the alliance sharing the 
remaining 33 (18 to BJP and 15 to Shiv 
Sena). Compared to 1995, both Congress 
and the alliance registered an increase in 
their respective vote shares because the 
numberof rebel candidates was negligible 
in 1996 and also because the formation 
of the 'third front* meant less division of 
votes. Thus, Congress polled 34.7 percent 
votes. BJP got 21.1 and Shiv Sena 17.6 
per cent votes. In addition, candidates 
supported by the alliance polled 1.7 per 
cent votes. The third front received 13.3 
per cent votes. 

The nature of Congress defeat can be 
better understood in we undertake 
regionwise analysis because there arc 
region-specific reasons behind Congress 


defeat. In Mumbai and Konkan regions 
the BJP and Shiv Sena have established 
almost total domination. Of the 11 lok 
sabha scats from this region. Sena won six. 
and BJP four, with the lone scat of Raigad 
going to Congress (where Antulay won). 
As mentioned earlier, although Konkan is 
predominantly rural in nature, it is 
influenced by politics in Mumbai. Thus, 
the two regions form a single political 
unit. The alliance has an incontrovertible 
grip over Mumbai. Since Mumbai is the 
most important urban centre, control over 
this city conveys total hold of the alliance 
overuiBan centres all over the state. Several 
reasons may be cited for the support 
enjoyed by the alliance in Mumbai. Since 
its formation in 1966. the Shiv Sena has 
been strong in the city. During the last 
decade it attempted to consolidate this 
base through the hindutva appeal, 
especially against the backdrop of the 
Ayodhya controversy. The Sena 
successfully capitalised the communal 
polarisation that look place in the city. On 
the otherhand. Muslims held the Congress 
responsible both for demolition of the 
Babri masjid and forthc inept and allegedly 
biased handling of the riots. In addition 
to this communal situation, the BJP’s 
campaign against corruption also drew a 
favourable response from the urban voter. 
At a more general level, these factors are 
applicable to other urban centres, too. 

North Maharashtra consists of three 
districts; Nasik, Dhule and Jalgaon. The 
former two have a large tribal population 
with nine a.s.scmbiy constituencies reserved 
for scheduled tribes. Three lok sabha scats 
from this region are al.so rc.scrvcd for STs. 
The BJP won three ol the re.scrved assembly 
seats and three reserved parliamentary 
seats. Even otherwise. Sena-BJP 
performance in this legion shows that they 
have made deep inroads in the region. In 
the lok sabha elections, the BJP won four 
scats and the .Sena secured one from this 
region. This may be attributed to newly 
emerging urban centres such as Nasik and 
Jalgaon and support of major ca.stc groups 
such as marathas and lewa patils. Con¬ 
sistent efforts of Sangh parivar in tribal 
areas, tcio.cannot be ignored in thiscontext. 

The BJP consolidated its strength in the 
Vidarbha region also. In the as.sembly 
election, the alliance secured half of the 
scats fiom this region. In 1996. the BJP 
won six out of 11 seats and Sena three, 
leaving only two scats to the Congress. 
Right since Vidarbha merged with the rest 
of the Marathi speaking areas, politics in 
this region has always been marked by 
separatist sentiments. The BJP exploited 
these by demanding statehood for 
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Vidarbha. Besides, the social composition 
of Vidaibha is marked by a strong presence 
of scheduled castes, scheduled tribes and 
OBCs. This feature gives a prominent role 
to the kunbi and OBC vote. BJP carefully 
chose kunbi candidates and projected OBC 
leaders from the region. On the other hand, 
tribal, dalit and Muslim vote from the 
region was divided - the first between BJP 
and Congress and the latter two between 
Congress and the other non-Sena-BJP 
parties re.sulting in electoral gains for the 
alliance, particularly the BJP. 

Since 1990, the BJP and Shi v Sena have 
been creating a base in Marathwada region, 
which is more backward than Vidarbha. 
This region is dominated by the maratha 
community. Although there are a number 
of sugar co-operatives in this region they 
arc not managed efficiently. Maratha 
leaders of the Congress ran the co¬ 
operatives more or less as their feudal 
possessions. The region witnessed 
atrocities against dalits by caste Hindus 
in opposition to the demand and later the 
decision to name the Marathwada 
university after Ambedkar. On this 
background, Sena-BJP alliance has been 
successful in displacing the Congress by 
combining popular dissatisfaction and 
caste/communal polarisation. In the I99S 
assembly elections, the Congress vote 
declined by over 9 per cent and went down 
to 27.3. The Shiv Sena was the main 
beneficiary of the Congress debacle; it 
won IS seats against 12 of the Congress. 
The lok sabhaelcctions saw the BJP making 
further gains by winning four seats - Sena 
and Congress winning two seats each. 
Apart from factionalism. Congress defeat 
has been due to a split in maratha vote and 
division of dalit and Muslim vote between 
Congress and non-Sena/BJP parties as in 
the case of Vidarbha. 

It was only in western Maharashtra that 
Congress could retain .some foothold in 
both 1995 and 19‘Jt' In the assembly 
election, this region witne.ssed \aige scale 
rebellion by Congressmen but the Sena- 
BJP alliance was so weak in the region 
at that time that it could not gain from the 
rebellion. Also, Congress rebels in this 
region were strong enough to get them¬ 
selves elected. Thus, in 1995, 18 rebel 
congressmen won from western Maha- 
ra.shtra. In the lok sabha election, there 
were less rebellions but the Sena-BJP 
combine had already managed to create 
a place for themselves. The BJP won two 
seats and the Sena bagged one from this 
region. This suggests that even in this 
sugar bell, the alliance is making its 
presence felt. However, maratha support 
to Congress is more or less secure in this 


region probably because even under 
changing economic conditions dominant 
agricultural interests have not been hurt. 
In fact they have benefited from the policies 
of commercialisation of agriculture. 
Throughout the period when the Congress 
faced electoral reverses, western 
Maharashtra remained behind Congress. 

The comprehensive defeat of the 
Congress can be seen in the light of many 
factors. The most obvious factor was 
factionalism within Congress. Factiona¬ 
lism has been a constant feature of Con 
gressorganisation notonly in Mahara.shtra 
but throughout the country. However, 
during 1995-96, factionalism affected the 
fate of Congress candidates on a very large 
scale. There were around 200 rebel 
Congress candidates in 1995. While 35 of 
these won, in another 24 constituencies 
Congress candidates were defeated 
because of division of votes between rebel 
and official candidates. In the lok sabha 
election, factionalism operated on a low 
key and rather indireetly. In Vidarbha for 
instance factionalism between Pawar and 
Naik followers cost the party most of the 
.scats. Infighting affected the prospects of 
Congress candidates in Jalana, Bccd, 
Nasik. Kopergaon and Satara lok sabha 
constituencies also. But at a deeper level, 
this defeat can be understood as having 
occurred due to the changing ba.sis of state 
politics in caste terms as well as in terms 
of material interests. 

Another factor contributing to the 
Congress defeat can be located in the 
withdrawal of support by the Muslim 
community. Muslims constitute 9.3 per 
cent in the state's population. There are 
around 34 constituencies where Muslim 
vote is significant in shaping the verdict. 
Eight Muslim candidates won in 1995. 
Among these two were from Congress, 
two from the Janata Dal and one belonged 
to Shiv Sena. Three candidates won on the 
ticketofSamajwadi Party. As noted earlier, 
Muslim vote was divided among the 
Congress, the Janata Dal and Samajwadi 
Patty. This affected the Congress adversely. 

Congress also failed to muster the 
support of dalit voters. In this case, Sena- 
BIP alliance was also a claimant for dalit 
votes. The Republican Party in Maha¬ 
rashtra has always been ridden with 
factions. Since the rise of Sena-BJP, these 
factions confronted a new issue: the stand 
to be taken in order to fight communalism. 
Unity efforts failed in 1990 because one 
faction allied with theCongress for fighting 
communal forces. In 1996, unity among 
Republicmi facti ons was forged by keeping 
distance both from Congress and BJP- 
Sena. This confused the traditional 


Congress voter among dalits. Besides, there 
have always been some tensions between 
Buddhist dalits andHindu dalits. Sena and 
BJP exploited this fact and tried to attract 
the matangs and chambhars in particular. 
When the alliance came to power, die Sena 
recruited one minister belonging to 
chambhar caste and BJP recroited another 
from matang caste. In 1995 the alliance 
won 12 out of the 18 seats reserved for 
SCs in the assembly. There are three lok 
sabha seats reserv^ for the SCs. Sena 
secured two of them in 1996 (one each 
from Marathwada and Vidarbha). 

This development is in a way related to 
a more general process of shifting political 
loyalties of major caste groups. As we saw 
earlier, in Vidarbha and Marathwada, the 
BJP and Shiv Sena have been successful 
because they were able to win over sections 
of important caste groups: kunbis and 
marathas respectively. Division in maratha 
vote is by far the most significant develop¬ 
ment. One analysis suggests that poor 
marathas deserted Congress because of 
the latter’s inclination to favour only a few 
rich maratha families [Guru 1995:734]. 
We discuss this issue in the concluding 
section. But it is undeniable that marathas 
of Marathwada, kunbis of Vidarbha and 
Konkan and large sections of OBCs from 
Vidarbha chose to vote for Sena-BJP as 
is evident from voter surveys discussed in 
the following section. 

Another important factor in explaining 
defeat of Congress is the divide between 
urban and rural voters. Urban voter has 
always been less enthusiastic in supporting 
Congress. Even before Sena-BJP became 
a force, non-Congress parties fared well 
in urban areas [Phadke 1982:13-17]. The 
alliance took advantage of this tendency 
It won 63 assembly seats in 1995 from 
constituencies with an urban or semi-urban 
character.'*' With rapid urbanisation - the 
state has 39 per cent urban population as 
of 1991 - more and more constituencies 
are likely to become urban and this promises 
to be a source of strength for Sena-BJP. 

Ill 

Resurrection of Congress 

In this background the results of 1998 
elections to lok sabha came as a surprise. 
The.se results seemed to have completely 
reversed the trends of electoral politics in 
the state. Apparently, they went against 
the earlier scenario of decline of the 
Congress and consolidation of the support 
base of the BJP-Shiv Sena alliance. How¬ 
ever the 1998 election results need not be 
ha.stily related to resurrection of the Con¬ 
gress; without taking into consideration 
theentiredynamicsofinterplayofinterests. 
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Continuing its efforts to consolidate the 
support bases in urban centres, the BJP- 
SS government adopted a package of 
economic and social policies between 1995 
and 1998. Among these the economic 
policies initiated a positive response to 
trends of liberalisation. Private .sector 
participation was encouraged in infra¬ 
structural development projects. Most 
significant among these is constructing 
Mumbai-Punc expressway involving an 
investment of Rs 1,500 crorc. In February 
1997 the state government organised a 
mega conference-Advantage Maharashtra 
- in order to boost private sector 
investments and especially to attract 
multinationals. During the conference, 55 
infrastructural development projects 
estimated to cost around Rs 17,000 crore 
were invited. The state government asked 
permission of the centre to .set up five 
export promotion industrial parks. Nine 
five-star industrial estates were also to be 
set up in the state. 

These policies were mainly to benefit 
those regions which are considered as 
traditional support ba.ses of the BJP and 
Shiv Sena. For example, 33 percent of the 
investments in Maharashtra in post-1991 
period were in the Konkan region while 
Vidarbhaand Marathwada, which are con¬ 
sidered as industrially backward regions, 
together accounted for only 27 per cent 
of the investments. Industrial development 
seemed to be concentrating only in some 
centres as six districts accounted for 60 
percent of the outstanding investments in 
the state as of July 1998. Among these, 
four belonged to the Mumbai-Konkan 
region. Thus regional disparities continued 
despite the government’s political 
announcements to end them. 

Policies aimed at wooing capitalist 
I ntcrests were balanced by making populist 
slogans for the urban poor. These included 
the scheme of providing meals to the poor 
for minimum charges (Zhunka-Bhakar 
Yojana), free housing scheme for the slum 
dwellers of Mumbai, etc. However the 
government failed to fulfil its promises 
with respect to these schemes. Charges of 
corruption in implementation of the.se 
schemes were frequently made against the 
political office bearers, not only by 
opposition parties but by factions within 
the ruling combine. The internal relation¬ 
ship between the Sena and the BJP 
worsened because of these allegations. 

The BJP and the Sena also continued 
their efforts to take over the rural support 
bases, traditionally belonging to the 
Congress, lltcy could electorally succeed 
in their efforts, at least partially, as is 
evident from the results of the elections 


to rural and urban local bodies held in 
1997. The Congress had won 1,202 seats 
of the total elected scats in district councils 
(zilla parishads) in the 1992 elections. In 
1997 it could manage to win only 807. In 
the block development councils alone the 
Congress had earlier held 2.158 seats while 
in 1997 it could win only 1,204. In 
municipal council elections (mainly the 
semi-urban centres) the BJP-SS combine 
had a vote share of 22 per cent. 

The combine worked desperately to 
destabilise the Congress support base in 
rural Maharashtra. Strict disciplinary 
actions against the sugar co-operatives, 
which arc mainly managed by Congress 
leaders, prompted some of the influential 
sugar barons to cross over to the BJP-Shiv 
Sena for political benefits. On the other 
hand die state government totally neglected 
the demands of farmers growing cash crops 
like cotton and sugarcane. Thus in rural 
parts also the rich seemed to be aligning 
with the combine while the poor sections 
experienced total dissatisfaction. In 
addition to this, practices of corruption 
increa.sed significantly at all levels of the 
government machinery during this period. 
The anti-corruption campaign initiated by 
AnnaHazare, a social worker, in December 
1997 received tremendous response in rural 
areas. 

The political process during 1996-98 
was complex. Conditions led to increasing 
popular dissent against the state govern¬ 
ment in both urban and rural areas. 
However popular dissent always remained 
fragmented, unorganised in nature. The 
fragmentation arose mainly because of the 
nature of political economy during the 
post-liberalisation period. The BJP-SS 
combine responded to the situation in a 
very aggressive manner and shaped 
capitalist development in a very crude 
way. These strategics brought forth the 
malignant face of the ruling alliance in 
termsof explicit material domination. Both 
urban and rural interests were affected by 
these strategies. 

The electoral process for the 1998 lok 
sabha elections took place on this 
background. It was obvious that the 
electoral contestations would mainly take 
place between the BJP-SS combine and 
the Congress as the third force had become 
almost non-existent. 

The first positive sign for the Congress 
appeared when Sharad Pawar successfully 
managed to enter into an alliance with a 
united RPI and the Samajwadi Party. It 
was mainly because of this alliance that 
the Congress could register an impressive 
victory in the elections. Congress leaders 
were busy making the.se alliance.s till the 


last moment. Thus there was no issue- 
based campaign against the ruling parties. 
It mainly relied on Sonia Gandhi's public 
meetings for effective campaigning. 
Thackeray’s speeches also mainly targeted 
Sonia Gandhi. The BJP relied largely on 
Vajpayee's image. Both the parties were 
unable to lead any issue-based campaign 
as most of their populist strategies had 
failed. The Congress organisation had 
become so weak that it could not take 
advantage of this situation on its own. 

The Congress, along with its allies, could 
still manage to reverse the trends of 
electoral politics during these elections. 
The Congress and its allies won 37 out 
of 48 seats. Among these. 33 seats were 
managed by the Congress itself, while 
four seats were won by the RPI. (It is 
important to note that none of these four 
constituencies were reserved for the SC.) 
The BJP-Shiv Sena combine could win 
only 10 seats (four to BJP and six to Shiv 
Sena), while the remaining seat (Alibaug 
from Konkan) was won by the PWP The 
percentage of votes rose from 34.2 to 
43.085 for the Congress. Though the BJP- 
SS lost in the seat tally they could slightly 
improve their vote percentage (42.4). In 
1996, these twp parties had received 40.4 
per cent votes. It was the electoral alliance 
with the RPI and the SP which helped the 
Congress. It helped mainly in avoiding the 
division of anti-BJP-SS vote. 

Regionwisc analysis of the election 
results shows that the BJP and the Shiv 
Sena could win seats mainly from the 
Mumbai-Konkan region. Out of 11 .seats 
from the region. Congress gained three; 
Shiv Sena gained five and one went to the 
BJP. Ibis region had traditionally supported 
the BJP-SS because of its dependence on 
the Mumbai metropolitan region. 
However, the most surprising results came 
from Mumbai; where one of the RPI 
candidates defeated a Shi v Sena candidate 
from an unreserved constituency which is 
considered to be Sena’s stronghold. In two 
other constituencies of Mumbai, the 
Samajwadi Party candidates lost by a 
slender margin to Shiv Sena; mainly due 
to presence of a Janata Dal candidate. 
These results in Mumbai might be related 
to growing popular dissatisfaction with 
the government, though this explanation 
might not be sufficient for other parts of 
the state. 

Duringboththe 1995 and 1996elections 
the Shiv Sena and the BJP had been able 
to draw large support from Vidaibha and 
Marathwada regions. However, in 1998, 
the Congress swept these two regions. It 
won .six out of eight seats in Marathwada 
while the remaining two went in favour 
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of the BJP. In Vidarbha the BJP-SS could 
not get a single scat. Among the 11 seats 
in Vidarbha. the Congress won eight while 
the RPI won three. It proved to be the most 
significant aspect of the elections in 
Vidarbha. Dalits have a sizeable numerical 
and political presence in Vidarbha. 
However daiit candidates cannot win 
assembly or lok sabha elections without 
the active suppoit of the upper castes 
especially the kunbis. As stated earlier, 
kunbis and marathas in general and 
specifically in Vidarbha have always had 
antagonistic relations with dalits. 

Given this election results in Vidarbha 
need to be analysed very carefully. It is 
a fact that the marathas and kunbis did 
vote for RPI candidates. However it would 
be risky to relate their act to a progressive 
change in their political attitudes in order 
to consolidate forces against the BJP-SS 
combine. A more plausible explanation of 
their act can be related to the forthcoming 
assembly elections in 2000, in which these 
social sections need the support of dalits 
to get elected. Congress .strategy to avoid 
division of votes akso helped the RPI 
candidates. A similar situation was 
witnessed in north Maharashtra region, 
where earlier the BJP had quickly entered 
the traditionally Congress support ba.se. In 
1998 elections, however, the Congress 
restricted the BJP to only one seat among 
the six from the region. Sonia Gandhi's 
public meetings received tremendous 
response in the tribal belt of this legion. 

The BJP and the Sena engaged them¬ 
selves in desperate attempts to make a dent 
in western Maharashtra. In response to 
their efforts, some of the influential 
Congress leaders from the region had 
crossed over to the BJP-Sena fold. Still, 
the Shiv Sena could win only one .seat out 
of 12 from the region. All remaining seats 
were won by the Congress. 

The mo.st significant factor contributing 
to the Congress victory was its alliance 
with the RPI and the Samajwadi Party 
which helped in bringing together dalits, 
Muslims and to some extent the OBCs. 
In the 1995-96 elections, Muslims had 
distanced themselves from the Congress 
(mainly because of the events of 1992) and 
chosen to vote for a Muslim candidate 
belonging to any party. In the 1998 
elections, the Muslims rallied behind the 
Congress mainly because of the anti- 
Muslim policies adopted by the state 
government. This convergence of interests 
of three crucial social sections helped 
Congress victory. 

These explanations, however, do not 
prove sufficient to label the 1998 election 
results as expressions of popular dis¬ 


satisfaction, diminishing support for the 
BJP- Sena or resurrection of the OongresS. 
Cracks started appearing between the RPI 
and the Congress immediately after the 
elections'. As stated earlier, the OBC and 
the maratha sections voted for the RPI 
candidates keeping an eye on the asssembly 
elections rather than to support the.wcaker 
sections in the realm of material interests. 

IV 

Voting Patterns 

In the 1990s, the Shiv Sena and BJP 
emerged as the main electoral forces. This 
remains tme in spite of the Congress victory 
in 1998 elections. Growing influence of 
the BJP-SS is evident not only through 
election results; it is evident from political 
preferences of voters expressed in the 
course of voter surveys in 1995-96 and in 
1998. Itappears that defeat of theCongress 
in 1995-96 was not a temporary pheno¬ 
menon. On the other hand the Congress 
victory in 1998 elections did not show 
decline of the support base of the BJP- 
SS . Sections of voters have steadily moved 
away from the Congress. It is possible to 
identify these sections with the help of 
survey data. It seems that while Congress 
is losing its traditional support base, Sena- 
BJP have created a specific constituency 
for themselves. The Congress could not 
win back this constituency even during the 
1998 elections. 

The Congress could win a large number 
of scats in 1998 elections. However the 
.seat-gain was not exactly congruent with 
the support extended by various social 
groups. It was claimed that the Congress 
could win the.se elections mainly because 
of the shifting loyalties of the maraiha and 
OBC groups. But the 1998 surv’ey data 
clearly shows that these social sections 
.still largely support the BJP-Shiv Sena 
combine in the state, as we shall see below. 

Thirty-five percent respondents reported 
to have voted for Congress in the 1996 
lok sabha election. Almost an equal 
numbers reported that they voted for BJP- 
Sena alliance (13 per cent for BJP. 22.5 
per cent for Shiv Sena). Although both the 
political forces enjoy equal support it needs 
to be kept in mind that Congress support 
is declininr and support to the latter is 
growing. In comparison to 1995, Congress 
support in 1996 has gone down by about 
three per cent while support to the alliance 
increased by almost 10 per cent [ Pdlshikar 
1996a: 174-78]. Besides, the Congress 
base is shallow as compared to Sena-BJP 
in more than one senses. Only 18 per cent 
respondents identified Congress as a party 
likely to solve their problems as against 
26 per cent who identified either Sena or 


BJP or both in this regard (6 per cent- 
Sena, 17 per cent BJP and 3 per cent both). 
Eighteen per cent respondents said they 
felt close to Congress while 22 per cent 
felt close to the alliance (11 per cent to 
BJP, 9 per cent to Shiv Sena and 1.5 per 
cent to both). These findings confirm the 
trend noted in the 1995 survey that much 
of Congress support is unreliable while 
support to alliance seems more conscious 
[Palshikar 1996a: 175]. The findings also 
suggest that BJP and Shiv Sena have no 
option but to continue the alliance because 
they share the newly formed anti-Congress 
constituency. In terms of numbers, BJP is 
ahead of Shiv Sena but it is as yet in no 
position to challenge the Congress on its 
own. In fact both BJP and Shiv Sena 
would be insignificant in the absence of 
an alliance. But the data and election results 
also .show the ability of these two parties 
to transfer their respective votes to each 
other, without which their electoral 
victories would have been impossible. 
More importantly, success in transferring' 
their voters implies the exi.stence of a 
common constituency. Therefore, the real 
finding of surveys in 1995 and 1996 is that 
in Maharashtra there has emerged a 
constituency favourably disposed to 
politics of hindutva and to an urban 
oriented politics. This disposition gets 
combined with anti-Congress sentiments 
producing electoral reverses for the 
Congress. 

Support base of the alliance can be identi¬ 
fied in terms of young age, school/collcgc 
education, urban residence and a split in 
certain caste groups. As shown in Table 2 
the age factor is not very .strongly associated 
to party support if considered in isolation. 
But as we shall see below, the age factor 
becomes relevant when considered along 
with caste. In overall terms, support for 
Congress and Shiv Sena is more evenly 
distributed among different age groups 
than is the case for BJP. It has weak 
support among the age group of 46 to 55 
years. But this is compensated by slightly 
stronger support to Shiv Sena in the same 
age group. Support to BJP and Shiv Sena 
is higher among young voters. More 
than half of the supporters of both parties 
are below 35 years of age while more than 
half of Congress supporters are above 35 


Table 2: Age and Party Preterence by Age 

(Percent) 


Age (Year) 

Congress 

BJP 

Shiv Sena 

Up to 25 

31 4 

15.5 

21.6 

26-35 

34.9 

12.1 

25.0 

36-45 

39.8 

15.2 

18.7 

46-55 

33.3 

8.5 

25.6 

>56 

36.7 

11.6 

21.8 
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years of age. In this sense, B JP-Sena draw 
their support mainly from the young. 

Party preference is more strongly 
associated with education. Support to 
Congress and Shiv Sena among different 
educational groups shows a secular trend 
which is not so clear in case of B JP voters. 
On the whole. B JP has more support among 
the ‘well educated’ - those who attained 
higher secondary or college education or 
above. In ca.sc of both Congress and Shiv 
Sena, number of supporters goes down 
among voters with higher education 
(Table 3). Thus, only one-fourth of BJP 
voters arc educated up to middle school 
while 38 per cent of Sena voters belong 
to this group. Among those who identified 
BJP as a party likely to solve problems 51 
per cent have studied up to college level 
and among those who thus identify Shiv 
Sena almost SO per cent are college 
educated. These findings can be further 
appreciated in the light of occupation and 
residence. Almost half of BJP supporters 
come from middle occupational groups 
and another 21 per cent belong to high 
occupations making the BJP a party of the 
middleclass. Forthe Shiv Sena38 percent 
of its supporters come from middle 
iKcupation groups and 26.3 percent from 
high occupations. But in addition to this 
19 per cent Sena followers belong to low 
occupations, thus making Sena following 
more complex than the BJP’s. Support 
among well educated and middle 
occupation groups implies urban nature of 
the support base. This is borne out by 
survey data. While less than one-fourth of 
Congress votes are from urban areas, BJP 
and Shiv Sena have one-third of their 
supporters from urban areas and two-thirds 
from rural areas. The Congress has never 
been very popular in urban areas. As such, 
lack of support for Congress among urban 
voters is not very surprising. However, 
Sharad Pawar was assiduously culti¬ 
vating urban-based material interests 
since 1988-89. In the light of these ef¬ 
forts. his failure to gamer support from 
urban voters becomes noteworthy. This 
failure might be attributed to two f^actors. 
Firstly, as mentioned earlier, the strate¬ 
gies adopted by Pawar since 1989 -90 
smacked of obvious manipulation and as 
such did not cut ice with any segment of 
the voters. Secondly, the Congress has 
traditionally been seen by urban voters as 
a party of rural interests, therefore urban 
voters preferred to stay with BJP-Shiv 
Sena alliance which has an urban 
identity. 

While BJP and Shiv Sena thus retained 
their urban constituency, election results 
and survey data indicate that the alliance 


is all set to make a dent in the rural areas 
as well (Table 3). 

Survey data show that support to 
Congress is slightly higher among women 
than among men: almost 38 percent women 
and 32.4 per cent men support Congress. 
Similarly, Shiv Sena support too, is evenly 
distributed across gender: 22.S per cent 
men and 22.6 per cent women. But BJP 
support has a gender imbalance. While 
only 10 per cent women support BJP, 15.8 
per cent men support it. As a result, men- 
women ratio of BJP supporters is 60:40 
and for Sena it is 49:51. The same is 45:55 
for Congress supporters. 

We have already mentioned the 
alienation of Muslim voters from the 
Congress. In 1995, 50 per cent Muslim 
voters expressed inclination towards the 
Congress and 5.7 per cent to the BJP. In 
the 1996 survey 56 percent, Muslim voters 
favoured Congress and 12.8 per cent sided 
with Samaj wadi Party, while BJP and Shiv 
Sena together received support from just 
2.7 per cent Muslims. This means that the 
alliance was not able to win confidence 
of the Muslims after it came to power. 
Data suggest that Samajwadi Party in 
Maharashtra has become almost exclu¬ 
sively a Muslim party (70 per cent of its 
voters are Muslims). What does this mean 
for the political effcctivity of Muslim 
community in the state? Strength of the 
Muslim community in the state being 
modest, the community is not likely to be 
effective on its own - even if all Muslims 
were to vote for the same party - unless 
they ally with some other forces. The 
Samajwadi Party not only alienated 
sections of the community from the 
Congress but also marginalised it in state 
politics [Palshikar 1996a: 178], the ultimate 
advantage going to Sena-BJP alliance. 
Although the Congress continues to win 
support from over 50 per cent Muslim 
voters, there is reason to believe that the 
support enjoyed by Samajwadi Party is of 
strategic importance although numerically 
small (12.8 percent)Constituencies having 
sizeable Muslim vote have returned non- 
Congress MPs. This could happen only 
because in these constituencies Muslims 
did not vote for Congress but preferred the 
Samajwadi Party (or in some cases 
Janata Dal). This factor was responsible 
for Congress defeat in four constituencies 
(south Mumbai, south-central Mumbai. 
notth-we.stem Mumbai, Dahanu). Besides, 
Congress also lost in Aurangabad and 
Malcgaon due to division of Muslim vote. 

Our survey clearly .showsthatthealliance 
has been successful in winning over 
support of major caste groups who earlier 
supported the Congress. Thus, Congress 


gets support from around 38 per cent 
marathas while the alliance is supported 
by over 40 per cent maratha voters. A 
similar pattern can be observed in case of 
Kunbi and other OBC voters. Table 5 
shows that major caste groups share 
loyalties more strongly with Sena-BJP than 
with Congress. Among those respondents 
who feel that Shiv Sena cares for their 
interests, 55 per cent are marathas and 22 
percent are OBCs. Similarly, among those 
who believe that Shiv Sena will solve the 
problems 36 per cent are marathas and 40 
per cent are OBCs. Interestingly, 29 per 
cent marathas, 32 per cent kunbis and 27 
per cent OBCs support the demolition of 
Babri masjid. Castewise distribution of 
party supporters further conrirms the Uend 
towards split in different caste groups 
(Table 5). 

Both BJP and Shiv Sena have claimed 
large share of rural OBC and maratha 
TABI.E 3: Party Preference by Education 
AND Residence 

(Per Cent) 
Congress BJP Shiv Sena 


Level of Education 


Illiterate 

37.5 

11.3 

26.8 

Up to middle school 
Higher secondaty/ 

36.3 

9.0 

24.3 

college 

34.3 

17.6 

25.8 

Graduate and above 
Residence 

22 4 

24.5 

14.3 

Urban 

27.3 

14.2 

22.0 

Rural 

38.6 

12.4 

23.8 


Nate: (i) Figures indicate percentages. Row 
percentages do not add to 100 because 
support to other parties is not shown 
.(ji) n = 86l. 


Table 4: Party Preference by Caste 

(Per Cent) 


Caste Group 

Congres- 

BJP 

Shiv Sena 

SC 

27.7 

8.33 

8.33 

ST 

37.2 

18.5 

3 7 

maratha 

.37 8 

4.3 

.36.0 

Kunbi 

26.0 

13.8 

34.1 

OBC (excluding 
kunbi) 

37.2 

•5 6 

25.5 

Other 

38 2 

16 1 

12.0 


Note: Row percentages do not tally up to 100 
since other parties are not included in the 
table. 


Table .“>. Caste CoMprismoN of 



Party Sofforters 






(Per Cent) 

Caste 

Congress 

BJP 

Shiv 

Share in 

Group 



Sena 

Sample 

SC 

6.6 

5 4 

3.0 

8.4 (n=72) 

ST 

6 6 

90 

1.0 

6.3 (n=54) 

Maratha 

20.5 

6.3 

.30.4 

19.0 (n=164) 

Kunbi 

10.6 

15.3 

21.6 

14.3 (n=123) 

OBCs 





(nun~kunbi)28.4 

32.4 

30.4 

26.8 (n=2l3) 

Other 

27.4 

31.5 

13.4 

25.2 (n=2l7) 
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votes. Among rural OBCs 42 per cent 
voted tor Congress and 20 and 22 per cent 
forBJPand Shiv Sena respectively. Among 
rural maralhas 42 per cent supported the 
Congress and over .38 /»cr cent supponed 
the alliance (BJP shanng only 1.6 per 
cent). Cangrc.s.s received support from a 
little over 26 per cent rural kunbis, BJP 
was supported by 14 per cent and Sena 
34 per cent. Thus 35 per cent ot Sena’s 
rural votes come from marathas while 
38 percent of BIP’s rural votes come from 
OBCs. In addition to this, the Congress 
loses significant sections of maratha and 
OBC votes in urban areas. Less than one- 
fourth urban maratha voters support the 
Congress while over 46 per cent support 
the alliance (34 per cent Sena and 12 per 
cent BJP). Twenty-nine per cent urban 
OBCs vote for Congress and 42 per cent 
vote for the alliance (9.3 for BJP and 32.6 
for Sena). These details suggest, among 
other things, that the BJP has a stronger 
support among OBCs in rural areas while 
Sena enjoys the support of OBCs in urban 
areas. Problems for the Congress are further 
confounded by the fact that younger ele¬ 
ments from different castes arc not 
supporting it. In concrete terms, only one- 
fourth maratha voters below 25 years of 
age support Cemgress (40 percent support 
the alliance); and 35 per cent voters below 
the age of 25 support Congress (15.5 per 
cent and 31 per cent support BJP and Sena 
respectively). 

Results of survey help in characterising 
the emerging support base for the BJP- 
Sena alliance in the state. It emerges mainly 
from the educated, urban voters of young 
age. Apart from the upper caste support 
to BJP, kunbis and OBCs arc also 
supporting the party. Shiv Sena, on the 
other hard, isgaining.support ofthe maratlias 
and OBCs. The alliance has successfully 
intervened in the maratha and OBC consti¬ 
tuencies. The data pf.scs a question regar¬ 
ding the interaction of ca.ste and urban 
location. From the declining support to 
Congress among urban marathas and 
OBCs. we can surmise that urban location 
proves to be crucial in formation of political 
preferences. Another crucial fact that the 
survey re.sults highlight concerns OBC 
politics in the state. With emergence of 
OBCs as a sizeable support group forSena- 
BJP, prospects of *OBC’ - Bahujanwadi 
- politics arc likely to be jeopardi.sed. 

The voter survey data for 1998 elections 
does not contradict the above mentioned 
trends. Tlie earlier surveys had identified 
the support base of the alliance as mainly 
coming from urban, middle class, male 
youth engaged in middle and high 
occupations. During 1998 elections also, 
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these groups seemed to be largely 
supporting the alliance. More than half 
Shiv Sena supporters are below the age 
of 35 years. In (act voters below 35 years 
of age seemed to equally supporting both 
the Congress ( 43.3 )and the B JP-SS (46.4). 
Genderwise Congress seemed to be in a 
somewhat better position as 51 per cent 
of the women have supported it; while in 
the case of the combine the percentage is 
only 37.5. More than half of the Congress 
voters are women while among BJP voters 
only 37 per cent are women. 

Among the voters educated up to college 
level, 58.2 per cent support the BJP-SS 
alliance while 32.7 per cent have voted 
for the Congress. Among those who have 
.studied up to graduation 47.8 per cent 
voted for the Congress while 50 per cent 
voted for the BJP-SS. Among the BJP 
voters more than half arc educated above 
the middle school level while in case of 
the Congress the percentage is only 33. 
Among the occupational categories also, 
the Congress and the BJP-SS seemed to 
enjoy equal support. Amongthosc engaged 
in white collar jobs and professions 51 per 
cent supported the Congress and 45.8 per 
cent supported the BJP-SS. Almost similar 
arc the percentages for those engaged in 
business (51.6 for Congress and 13.0 for 
BJP-SS). 

As stated earlier, during the 1998 
elections Congress could gain support of 
a large number of Muslims. The survey 
data shows a clear shift of Muslim votes 
ill favourof the Congress. Among the total 
number of Muslim voters surveyed 78.4 
per cent claimed that they have voted lor 
the Congre.ss. This is the only social group 
which clearly shifted its loyalties towards 
Congress. Otherwise the BJP-Shiv Sena 
seemed to have kept their support base 
intact. 

Voting behaviour of the caste gniups 
can be considered as a very significant 
case in point to support our earlier aigument 
regarding alliance of the social sections. 
Of the OBC voters, 48.8 per cent have 
.supported the BJP-S.S (19.2 per cent for 


the BJP and 29.6 per cent for Shiv Sena) 
while only 34 per cent have voted for the 
Congress. Among the upper castes also 
57 per cent seemed to be supporting the 
Congress while 49 per cent .supported the 
BJP-SS combine. Among the total member 
of voters for the BJP-SS more than half 
belonged to the OBC castes. On the other 
hand only 32.4 per cent of the total 
Congress voters were from the.se .sections. 

How does this changing scenario of 
politics affect caste composition of MLAs 
and MPs? A split in maratha vote and 
strong OBC support to Sena-BJP alliance 
suggest the possibility ot changes in 
numerical equations. We review the nature 
of changes below. 

Marathas as members of a numerically 
and politically dominant caste group, have 
always been elected in large numbers to 
the legislature. It is often argued that 
marathas enjoy disproportionately large 
share in power. Power is shared to some 
extent by upper and intermediate ca.stcs as 
well as non-Maharashtrians who are 
usually from inlluential groups in their 
own states. Although some OBC castes 
such as maii, dhanagar, vanjari and leli are 
influential in parts of the state, Maharashtra 
cannot have strong OBC politics because 
these castes are dispersed in different 
regions of the state. After 1990, as an 
effect of ‘Mandalisation’ of politics, every 
party attempted to win over OBC support 
by organising the OBCs and giving more 
tiijccts loOBC candidates [Kulkami 1991: 

126-30J. While Shiv Sena was successful 
in mobilising urban OBCs, the Bahujan 
Mahasangha wascstablished inearly 1993. 
As mentioned earlier, the BJP, too, was 
not lagging in this attempt to buiId aii OBC 
constituency. 

Tables 6 and 7 show the casta com¬ 
position of MLAs (1995) and MPs (1996 
and 1998) respectively. It may seem that 
no signi f ^cant change i n caste compost tiim 
ol representatives has taken place. Tradi¬ 
tionally, marathas get around 40 per cent 
seats in the assembly and OBCs are elected 
to about 5 to 6 per cent seats [Thite 1996]. 


Table 6: MLAs by Party and Caste, 1995 



Congress 

Rebel 

BJP 

SS 

JD 

PWP 

Others 

Total 

Upper 

2 

- 

5 

5 

- 

- 

- 

12 

Middle* 

5 

2 

6 

3 

2 

- 

1 

19 

Maratha 

41 

22 

11 

33 

5 

3 

- 

115 

Kunbi 

5 

1 

. 7 

7 

- 

- 

3 

23 

OBC 

12 

3 

9 

11 

2 

3 

5 

45 

.SC 

3 

2 

8 

5 

- 

- 

1 

19 

ST 

7 

4 

6 

3 

- 

- 

3 

23 

Muslim 

2 

- 

- 

1 

2 

- 

3 

8 

Non-Marathi 

.3 

1 

13 

2 

- 

- 

2 

21 

Not known 

- 

- 

- 

3 

- 

- 

- 

3 


/Vote- *includes intennediate castes like gujar. lingayat, komti, etc. 
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In this background, in 1995 maratha-kunbi 
group accounted for 138 scats and 45 scats 
went to OBCs. In the lok sabha election 
of 1996 (the maratha kunbi MPs account 
for 22 seats with just three OBC MPs. 
Thus the numerical strength of respective 
caste groups has remained the same but 
their party affiliation changed. In 1990, 
Sena had 24 maratha MLAs. This number 
roseto33in 1995.Ft)rtheasscmblyelection 
in 1995, the Shiv Sena nominated 91 
maratha-kunbi candidates. The BJP, on 
the other hand, attempted to gain advantage 
by fielding OBC candidates. Among its 
117 candidates in 1995,34 were marathas 
and 44 were OBCs. The number of OBC 
representatives did not rise but the Sena- 
B JP al liance emerged with 20 OBC MLAs 
out of a total of 45. In the 1996 lok sabha 
elections. 16 candidates of the alliance 
were marathas, eight were kunhis and five 
were OBCs. Among the Congress 
candidates, 16 were marathas: while three 
were kunhis and six OBCs. For the 1998 
election. Congress fielded 18 maratha 
candidates and two kunbi and 14 OBC 
candidates. The BJP-Sena alliance, too. 
iiclded 16 maratha candidates, seven kunbi 
and sixOBCcandidates. Wehaveexcluded 
the scheduled castes and .scheduled tribes 
from this discu.ssion hccau.se they hardly 
get repre.sentation except from reserved 
constituencies. The 1998 elections proved 
to be exceptional in this respect. The RPI 
could manage to win four seats with 
Congress support. One more vSC candidate, 
from the Congress, won from the Solapur 
unreserved scat. 

It can be argued that the share of di fferent 
caste groups in political representation 
remains unaffected even after the 
emcrgcnci' of the Sena-BJP alliance. 
However, some change has occurred as far 
as composition of the state mini.stry is 
concerned. In the late 1970s. maratha 
kunbi ministers accounted for over 60 per 
cent of the council of ministers. In the 
1980s, the share of maratha-kunbi ministers 
reached an all-time low of 42 per cent. 
This benefited the non-Marathi and SC, 
ST sections. When Pawar returned as chief 
minister in 1988, he increased the share 
of OBC ministers keeping in mind the 
awakening, among these .sections. Yet, 
maratha-kunbi ministers retained a share 
of over 52 per cent in the ministry. In 
Pawar's ministry in 1993, seven members 
were OBCs out of a total of 42. Two things 
become clear from this. Firstly, except in 
1980-81, share of marathas never went 
below 52 per cent. Secondly, share ot 
OBCs rose in the late 1980s, reaching the 
highest in 1993. Against this background, 
the Sena-BJP ministry strikes a contrast 


because it reduced the maratha-kunbi 
component without increasing the share 
of OBCs in the ministry. In the Manohar 
Joshi ministry, maratha-Kunbis account 
for only 41.5 per cent and OBCs account 
for a little over 12 percent. The real benefit 
goes to the upper castes since after 1995, 
the share of upper-literary castes went up 
to almost 15 per cent: as many as six 
ministers in a total of 41. This implies a 
change in the internal relationship between 
maratha-kunbis and upper castes, without 
benefiting the OBCs. We shall discuss the 
political significance of this development 
in the concluding section. 

V 

Conclusion 

The foregoing discussion highlights two 
significant trends regarding electoral 
politics in the state. One is that the caste 
basis of politics is changing and the other 
is the emergence of urban centres as the 
new locus of electoral politics. 

Traditionally the maratha-kunbi caste 
group constituted the bulwark of support 
for Congress. Other backward castes, too, 
extended support to Congress. Election 
results in the 1990s as well as our surveys 
show that both these caste groups now 
stand divided. Large sections of marathas 
and kunbis now identify themselves either 
with Shiv Sena or the BJP. This is particu¬ 
larly true of marathas from Marathwada 
and kunbis of Vidarbha. OBCs are also 
divided among different parties and support 
for BJP or Shiv Sena is significantly high 
among them. A section of marathas had 
been opposed to the Mandal recommen¬ 
dations and to the ‘namantar’ (renaming) 
of Marathwada University. Maratha 
Mahasangh had publicly held this 
position.* The pro-OBC, pro-dalit stance 
advertised during Pawar’s tenure hurt the 
caste pride ol conservative sections among 
the marathas. These same sections were 
also doubtful about the policy of 
liberalisation and industrial penetration in 
rural areas. While maratha leaders were 
engaged in retaining their hold over power 


structure, ordinary maratha peasantty never 
benefited much in terms of material 
advancement. The.se developments contri¬ 
buted to a split in the maratha-kunbi 
electorate. BJP and Sena could appropriate 
support from maratha-kunbis both because 
politics of hindutva gave a message of 
assurance to the conservatively inclined 
sections and the oppositional location of 
these parties attracted those who did not 
benefit under Congress rule.^ 

Dispersal of OBC vote was much more 
easy. In the absence of a separate political 
consciousness as OBCs, and in the absence 
of an alternative political vehicle, they 
traditionally voted for Congress. But the 
Congress failed to accommodate political 
aspirations of the new generation of acti¬ 
vists from these castes. Thus, OBCs, who 
were peripheral in the Congress scheme 
were not likely to lose much if they deserted 
the Congress. Since neither Shiv ,Scna nor 
the BJP had maratha leadership, the OBCs 
were easily attracted to these parties. 

The 1990s witnessed emergence of urban 
.sector as the new focus of political power. 
This trend has earlier been noted by Vora 
(1996). Till 1990, political power in the 
state was controlled by politicians coming 
from a rural background. Since 1995-96, 
rule of urban and semi-urban constituencies 
has become crucial. As noted by Vora 
(1996; 172), the BJP-Shiv Sena alliance 
won 63 ol the urhan/semi-urban consti¬ 
tuencies. In this way these constituencies 
have played an important role in displacing 
the Congress. The intlucncc of urban areas 
extends to adjoining rural areas also. We 
have already mentioned how Mumbai 
iniluenccs Konkati. A similar process is 
at work in the case of areas adjoining 
Pune, Nxsik, Aurangabad and many other 
district headquarters As many as 33 scats 
won by Sena-BJP in 1995 fall under such 
intlucncc of urban centres. Besides, there 
is a strong unity of urban vote. BJP and 
Shiv Sena appear to be virtually mono¬ 
polising urban political space. While 
politics is becoming more competitive in 
rural areas, it is marked by low levels 


Tablk 7: MPs by Parts- and Casth. 1996 and 1998 



Congress 

BJP 

.Shiv .Sena 

Other, 

Total 

Upper 

-d) 

2(1) 

5(.3) 

- 

7(5) 

Intermediate 

2('<) 

-(-) 

l(-) 


-3(.3) 

maratha 

7(14) 

4(3) 

.3(1) 

- 

14(18) 

Kunbi 

1(2) 

4(-) 

.3(2) 


8(4) 

OBC 

-(2) 

3(-) 

l(-) 

M) 

4(3) 

SC 

1(4) 

-(-) 

2( ) 

(4! 

3(8) 

ST 

1(4) 

3(-) 

(•) 

-(-) 

4(4) 

Muslim 

l(') 

-(-) 

-t-) 


l(-) 

Non-Mah 

20) 

2(-) 

-(- > 

-(-) 

4(3) 

Total 

15(33) 

18(4) 

15(6) 

(.5) 

48(48) 


Note: Figure.^ in paientheses refer to 1998 lok sabha elections. 
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competitiveness in urban area. Defeat of 
the Congress, thus, results from a combi¬ 
nation of fragmentation of rural vote and 
consolidation of urban vote. This peculiar 
combination gives the urban areas more 
leverage vis-a-vis the rural areas; politics 
becomes more focused on urban interests. 

Urban interests, however, continue to 
be internally contradictory. The ideology 
of hindutva plays a significant role in 
bringing the disparate and often 
conflicting urban interests together to 
manufacture a political victoiy. At the 
same time, the ideology of hindutva 
created its own constituency in the rural 
areas by capitalising on the anti-dalit 
sentiments among sections of maratha 
and OBC voters. The new political setup 
that has emerged consists of a re¬ 
arrangement of dominant interests. This 
rearrangement requires acommon meeting 
ground for urban and rural electorates. It 
is also necessary that this new politics 
evinces an ideological purpose. The 
ideology of hindutva seeks to bridge the 
gap between the urban voter and rural 
voter. Hindutva is appropriated both as 
homogenising and hegemonising strategy. 

Ij^ us summarise the broad characteriistics 
emerging from theelectoral processduring 
the 1990s. Decline of Congress has been 
evident throughout this pericHi. Apart from 
electoral reverses, this decline is 
characterised more by the inability to hold 
a broad social coalition together and the 
inability to allow even a symbolic 
representation of popular wishes. In this 
regard developments in Maharashtra are 
not very different from the all-India scene 
[Palshikar 1996b1. Electorally, the 
Congress in Maharashtra has been 
unable to mobilise new sections of voters 
(youth, tribals, etc). It has also been 
unable to curb factionalism. Voter loyalty 
to the party is weak and uncertain, 
[Palshikar 1996a: 174-75J. This aspect of 
Congress decline, too, is comparable to its 
plight elsewhere [Yadav 1996; 1(X)-01]. 
What distinguishes the political future of 
the Congress in Maharashtra from that in 
other states is that no other party is singly 
capable of competing with the Congress. 
The BJP and Shiv Sena could displace 
Congress only by forming an alliance. 
Should the alliance split, there is no serious 
contender to the Congress. 

On the contrary, as the results of 1998 
elections suggest, if the Congress 
consolidates its position only marginally, 
the political advantage gain^ by BJP and 
Shiv Sena w ill be easily lost. In this respect 
it may also be noted that even after losing 
the assembly elections in 1995, the local 
level network.s and control of sugar co¬ 


operatives were retained by the Congress, 
liie large number of Congress ‘rebels’ 
have generally desisted from joining either 
BJP or Shiv Sena. Their ‘independent’ 
existence speaks volumes for the potential 
of the Congress. 

However, the Congress now finds it 
difficult to identify with either the maratha- 
kunbi caste groupor with agrarian interests. 
Both its national leadership and Sharad 
Pawar at the .state level have allied very 
strongly with capitalist interests. This 
creates a double handicap. On the one 
hand, this identification alienates the party 
from rural (both maratha and OBC) 
population. On the other hand, the present 
ideological positioning of the party restricts 
its mobilisational ability. As apaity wedded 
to capitalist development the Congress 
cannot effectively mobilise popular 
dissent. Since 1995, the Congress in 
Maharashtra could not effectively organise 
any oppositional movement because of 
this ideological handicap. 

The second characteristic emerging from 
contemporary electoral politics is the 
restructuring of the caste alliance in the 
state. We have already noted that there has 
been a split in the votes of maratha-kunbi 
as well as OBCs. Apart from this division 
of votes, internal relationship among 
various caste groups has been changing. 
The success of Congress stemmed from 
its ability to retain a complex alliance of 
castes. In this arrangement, political 
initiative and formal power were vested 
with the maratha-kunbi caste group. While 
this excluded the brahmins from formal 
power, material interests of the brahmins 
were not hurt. In this sense, they continued 
to enjoy a secondary share in power. 
Political power of the marathas gained 
legitimacy in the name of ‘bahujan samaj’, 
which extended political support to the 
existing power structure without much 
share in it. While the role of OBCs has 
not altered during the 1990s, the internal 
relationship between marathas and 
brahmins has changed. In the new arrange¬ 
ment upper castes, which are also urban 
castes, have emerged as politically 
powerful castes. Brahmins and prabhus 
alongwith trading castes, have earned a 
decisive ro'e in the formal power of the 
state, displacing the marathas [Vora 1996: 
172-731. The marathas now provide 
numerical .strength required by the domi¬ 
nant but numerically weak powerKolders. 
On account of its brahmin supremacy, the 
present caste alliance may be appropriately 
designated as the ‘H>ndu’ alliance. 

This trend is in contrast to the ‘most 
significant trend of ri.se of OBCs to political 
power in north India’ [Yadav 1996:102]. 


The OBCs in Maharashtra still find 
themselves in a politically weak situation. 
The Bahujan Mahasangha, formed in 1993, 
sought to alter the terms of political contest 
by forging an alliance of OBCs and dalits. 
It could not rise to a commanding position 
electorally. But more than the failure of 
Bahujan Mahasangha, the real setback 
consists of emergence of ‘Hindu’ alliance 
resembling the varnic hierarchy. 
Intcre.stingly, this change in the caste 
alliance has taken place without altering 
the traditional caste composition of the 
state legislature. As noted earlier, the 
maratha-kunbi caste group still commands 
a majority in the legislature. The number 
of brahmin-prabhu MLAs has not increased 
radically and yet they have been placed 
in a commanding position. An explanation 
of this peculiar situation takes us to the 
third and probably the most important 
characteristic of state politics emerging 
during the 1990s. 

We have already mentioned earlier that 
since the 1980s, the relationship among 
sections of entrenched interests was 
undergoing a change. This change has 
crystallised during the 1990s. The arrange¬ 
ment visualised by Y B Chavan consisted 
of a sharing of material domination by 
landed interests and industrial interests. 
Within this framework of sharing, 
competition took place between the two. 
During the 1980s. the termsof competition 
were sought to be redefined. The emer¬ 
gence of the service sector as the major 
sector played a major role in this context. 
Even in the rural economy service sector 
made a dent. This trend became visible in 
the 1990s - the emergence of transport, 
trading, touri.sm, hotel industry and contract 
labour marked this trend. Utis development 
expanded the numerical base of non¬ 
agrarian interests. Once the terms of 
competition among entrenched interests 
went beyond sharing of domination, the 
utility of Congress as mediator of political 
legitimation eroded. The new formation 
of urban-centred industry-service alliance 
sought a new political framework. In this 
new political framework, the numerical 
role of rural representatives could not be 
avoided but decisive control over the 
political apparatus was entrusted to urban, 
upper caste sections of the political 
leadership. This is evident from com¬ 
position of the ministry as well as 
distribution of portfolios and prionties in 
policy-making. 

This is not to suggest that policies of 
a Congress government would have been 
radically different. In fact, Pawar was 
enthusiastically pursuing most of the 
policies taken up by the B JP-Sena govem- 
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ment. But in his case, there was a major 
political constraint in that his constituency 
was essentially rural. From 1960 onwards, 
adisjunction was growing under Congress 
rule between political domination and 
material domination. It became acute after 
the growth of the service sector and the 
onset of new economic policies. Emer¬ 
gence of the BJP and Shiv Sena indicates 
that this disjunction has been overcome 
at least temporarily. Both BJP and Sena 
are essentially urban parties. Although 
both are now expanding to rural areas, 
their leadership continues to be urban. 
Both parties enjoy the support of urban, 
educated persons and those belonging to 
moderate occupations. Both parties rely 
on emotional appeals and flash mobili¬ 
sation rather than sustained mass 
agitations. This phenomenon is in 
consonance with the nature of urban 
politics. With strong support of an urban 
constituency. BJP and Sena arc not 
constrained by rural concerns. On the other 
hand, disintegration of Congress and 
non-csistcnccof ‘third’ alternative mean 
that the alliance can dictate its own 
political terms. Thus, emergence of B JP- 
Sena alliance marks an end to the dis¬ 
junction between political and material 
domination. The present dispensation 
symbolises unity of these two modes of 
domination. 

Becau.se of this development, politics in 
the state fails to take a radical direction in 
spite of the fact that the earlier dominant 
alliance has been upset by the electoral 
process. This situation raises an interesting 
point. On the face of it. there appears to 
have emerged a competitive party system 
in Maharashtra. But while the arena of 
politics becomes more ‘competitive’ in 
electoral terms, absorption/modcration of 
popular dis.satisfaction is al.so ensured in 
this situation. Does this mean that in a 
competitive party system, ruling classes 
are capable of routinising the energies 
generated by popular dissatisfaction'.' On 
the one hand, absence of competitive poli¬ 
tical arena implies a very narrow space 
for popular resistance; while competitive 
politics as has emerged in Maharashtra, 
is likely to produce only illu.sory space 
since it does not allow popular dis¬ 
satisfaction to take a radical shape. 

This means a more aggressive role of 
urban interests. It also implies that the 
space for radical political exercise will 
shrink further. In the absence of such space 
electoral politics loses its democratising 
content. In this sense, Maharashtra is 
witnessing the misappropriation of 
democratic expression by the expression 
of domination. 


Postscript: With the move by Sharad 
Pawarto .search fora new .script of politics, 
it is only natural that his politics should 
force a postscript to the foregoing analysis 
of Maharashtra politics. Following his 
departure from the Congress. 45 of the 77 
Congre.ss MLAs have declared their 
support to the Nationalist Congress Party 
(NCP). Al.so, five independent ministers 
have resigned and joined the NCP. Pawar 
has received support from a majority of 
sugar co-operatives in the state. Except 
Vidarbha region, district and local level 
Congress units have split vertically. With 
this Pawar has achieved three things; 
(i) He isincommandofresource-rich.sugar 
co-operatives; (ii)He has received con¬ 
siderable support from Congress rank 
and file; and (iii) He has the support of 
majority of Congress leaders from 
Maharashtra. Thus, the NCP has quickly 
acquired centre stage in the state politics 
and ‘Third Force’ parties have shown 
willingne.ss to enter into electoral alliance 
with Pawar. The Ramdas Athavale faction 
of the RPl has declared its intention to 
ally will) Pawar. 

The appeal that Pawar uses is a complex 
one. He is adroitly mixing the issue of 
regional pride with that of maratha pride. 
It is hoped that this will bring together the 
faciion-ridden maratha caste. At the same 
time, Pawar is also trying to project an 
OBC friendly image. ITtirdly, Pawar aims 
to receive the .support of dalits and Muslims. 
However, this can be achieved only through 
electoral alliances with the RPI and the 
Samajwadi Party. One thing that appears 
to be near certain is that the NCP will cut 
at the r(K)t of Shiv Sena’s support outside 
Mumbai. In termsof electoral competition, 
the rise of the NCP has introduced a more 
competitive clement into state politics. 
Elections all over the state will now be 
more keenly fought. The near extinct 
’Third Force’ will gain temporary re.spite. 
This additional competitiveness would 
mean that the OBCs, the dalits and Muslims 
can now enhance their bargaining power. 
These sections can ask lor a greater share 
in power. However, the NCP seems to be 
very cautious and hesitant in identifying 
itself with the OBCs, the dalits and 
Muslims. Its overdependence on the 
maratha ca.ste group and the semi-feudal 
sugar bosses will not allow the NCP to 
substantially change the dominant equation 
in Maharashtra. In this sense, Pawar’s 
NCP promises to make the state politics 
more competitive, complex and interesting. 
To ‘Third Force’, on the other hand, the 
NCP does not appear to be providing 
greater space for an alternative script of 
politics in the slate. 


Notes 

(The authors wish to acknowledge the association 
of Niiin Binnal in co-ordination and sufiervision 
of the surveys mentioned in the text and in 
identifying the castes of i.undidatcs.| 

1 Belweeii 1975-76 and 1985-86. enrolment 
III primary schools rose by 42 per cent, in 
secondary and higher secondary schools by 
almost 84 per cent and for higher education 
the nse was 17 per cent (GoM 1996:160) 

2 Pawar must have felt that Indira Gandhi's 
control would be detrimental to maratha 
domination IVora and Palshikar 1996:1-7). 

3 Since 1^78 Congress politics in the state has 
been revolving around Sharad Pawar He has 
many friends in non-Congress parties and 
many rivals in his own parly Since 1989, 
Pawar has been very actively and vigorously 
pursuing liberalisation-privatisation Tbis has 
led to an inconsistency between his piescnt 
stand and earlier ‘socialist’ pronouncemems 
Also, Pawar’s pro-pnviitisulion policies led to 
another inconsistency, one with his rural 
following. Not surprisingly. Pawar has been 
in the eye ot one .storm or the other For a 
summary of Pawar's new policies and his 
manipulative ad hocism. .see. Phadnts (1995) 

4 State government issued an ordinance to 
remove the condition of two-thirds majoiity 
tor passing no-confidence moiion against zilla 
pari.shad office holders (see also. Vora and 
Piilshikar. 1996.115-21) 

5 The data refet to three surveys conducted in 
1995.1996and 1998 The first was conducted 
by Kajendra Vora and .Suhas Palshikar after 
assembly elections in 1995. It was partly 
funded by the ICSSK. The second and the 
third .survey conducted after lok sabha 
elections was part of itic Nn.S 1996 and NES 
1998 organised by CSDS. Delhi, partly funded 
by ICSSR Siihiis Palshikar was state co¬ 
ordinator 

6 Miiraiha Maliasangha is an organisaiinn active 
since the 1980s One faction ol this organi¬ 
sation allied wiih .Shiv .Sena during the lok 
sabha' lections of 1996. For ilciaits. sec. Vora 
and Palshikar. (I9V0 220-22). and Pawur 
(1996). Oh.scssion ssilh kshatiiya slams .and 
urge to dominate lower castes led one section 
of iiiarathas to adopt the ideology of hindutva 
For a discussion of this point, see Vora and 
Palshikar (1996.124-26) 

7 For a discussion of how .Shi" Sena’s hindutva 
spread to Maralhwada. see Hansen (1996 
178-214). 
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Sectarian Mobilisation, Factionalism 
and Voting in Gujarat 

Priyavadan Patel 

After decades of painstaking work the BJP built itself electorally in Gujarat. The state now has a two- 
party system, mainly at the cost of the Congress. The traditional social support bases of the Congress have 
been either won over or neutralised by the BJP. Gujarat’s electoral experience shows the gradual and then 
sudden rise of the BJP, its split and decline in 1997 and re-emergence in 1998. While both the major parties 
are ridden by factional fighting, the lesson the voters appear to have drawn is that even a disciplined and 
committed party like the BJP goes the Congress way when in power. 


THIS article argues that the voting pattern 
in various elections in Gujarat, especially 
since the 1980s reflect the strategic and 
skilful use of caste knd religious idioms 
forelectoral mobilisation by various major 
and minor political parties, coupled with 
the failure of the hitherto dominant Con¬ 
gress party to perform electorally and 
politically. The .significance of mo.st of the 
electoral encounters lies in the fact that 
a two-party system has emerged, though 
mainly at the cost of the Congress Party. 
A major political reconfiguration has 
occurred whereby the traditional social 
support bases «)f the Congress have been 
cither won over t'r neutralised bv the 
Bhartiya Janata Party (BJP). The previous 
two state assembly (SA) elections of 1995 
and 1998 and the three Lok 3abha (LS) 
elections of 1991,1996and l998inGujarat 
reveal a major rupture and shift in the 
pattern of political dominance. Recent BJP 
nile in the .state has been quite chequered 
and has remained a mixed bag in terms 
of the broad parameters of political and 
democratic governance. While its elec¬ 
toral pcrfc'rmanccs have been quite re¬ 
markable. Its truck record in the field of 
developmental and administrative gover¬ 
nance is not so distinctive. We shall see 
how its two spells of rule in the .state, first 
from March 1995 to September 1996 which 
caused a great deal of disillusionment and 
disappointment among the people, and 
second from February 1998 till February 
1999. which opened up the floodgates of 
fascistic campaigns against the minori¬ 
ties, were marked by lacklustre perfoi- 
mance, misrule and misgovernance in 
Gujarat. 

The BJP had emerged in Gujarat with 
a claim of making it a state with a model 
rule and of itself as being a party with a 
difference, which also promised good 
governance to the entire country. Ever 
since its coming to power in the .state in 
March 1995, the factional infighting and 
mismanagement of affairs within the party, 
mainly over the issue of sharing the power 
and spoils of office, led to heightened and 


widespread discontent among its rank and 
file on the one hand and frustration among 
the voters on the other hand (within less 
than one year of its rule on both occasions). 
The former spell was far more serious 
and consequential .so far as the internal 
and organisational aspects of the party 
were concerned. But the second and 
current spell of its rule has proved to be 
far more lethal to dcm(x;ratic and secular 
governance in Gujarat as Muslim and 
Christian minorities were targeted for 
fascistic hounding, besirjes registering 
other failures in law and order and develop¬ 
mental spheres of administration and 
governance. 

In the last one year, two bye-elections 
were held in the .slate. One was held for 
Bharuch Lok Sabha constituency in No¬ 
vember 1998 as a sitting BJP MP, 
Chandubhai Deshmukh had passed away. 
The second bye-cicetion for two legisla¬ 
tive assembly constituencies was held in 
February 1999 for Jodia and Jetpur scats 
in Rajkot district of Saurashtra region. 
Both the seals had fallen vacant by the 
deaths of sitting BJP MLAs. The outcome 
of these byc-clections provide interesting 
opportunities for interpreting the popular 
verdict on BJP rule in Gujarat w'hich is 
discussed in greater detail later in this 
article. 

It must he staled that the voting behaviour 
in the 1990s, in terms of voter turnout, has 
fluctuated considerably from one election 
to another and it warrants an exclusive 
interpretative cxerci.se. This will enable us 
to obtain insights into populai perception 
on the working of the BJP government and 
likely clues to the unfolding of future 
political scenario in the state. As is known, 
there was a very good voter turnout during 
the SA elections of March 1995 but the 
LS elections of April-May 1996 recorded 
very low level of poll campaigning and 
registered the lowest ever voting turnout. 
This was chiefly on account of develop¬ 
ment of sharp divide within the ruling BJP 
which was vertically split into two parts, 
leading to the birth and formation of the 


Rashtriya Janata Party (RJP). BJP lost 
power to the Congress-supported RJP for 
about one year. 

The Gujarat electoral .scene of the 1990s 
has shown the high as well as low levels 
of political mobilisation and has witnessed 
the frittering away of a precious mandate 
built by years of laborious, patient and 
gradual organisational efforts by the BJP. 
The stubborn, uncompromising and un¬ 
realistic politico-ideological positions and 
hardened attitudes of the Rashtriya 
Swayamsevak Sangh (RSS). Vishwa 
Hindu Parishad (VHP) and the Bajrang 
Dal (BD) - detminated sections of leader¬ 
ship led to the co.stly course ol ‘draining 
the bad blood out' to the extent of risking 
the very life of the BJP itself. As an 
aftermath of this, the wounded BJP 
leadership and frustrated RSS-VHP-BD 
cadres went on a rampage, hunting and 
harassingmemhers of the separated rebel 
faction led by Shankarsinh Vaghela, the 
B JP’sehief architect and builder in Gujarat. 
The entire outfit turned fascist against 
its own .self, i c. against all its rebelling 
or dissenting cadres, workers or office¬ 
bearers. 

There is somewhat of a parallel to this 
development insofai as it revealed its 
external fa-scist face after November 1998. 
It was manifested in attacks on and 
terrorising of Muslim and Christian mi¬ 
nority communities over the social issues 
of intercommunity marriages between 
Hindu-Muslim boys and girls andoverthc 
issue of religious conversions of tribals by 
Christian missioniiries in the tribal domi¬ 
nated areas of eastern Gujarat. The RSS- 
VHP-BD continue to operate in a fa.scist 
style under the protection of the state and 
central governments, and their terrorising 
the minority communities is an unexpected, 
unprecedented and unforeseen develop¬ 
ment in Gujarat. The.se developments are 
sure to leave their mark on the forthcom¬ 
ing elections. The licentious operating of 
Sangh parivar in Gujarat is quite likely to 
cost the BJP politically. The indication of 
such a trend is already becoming mani- 
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festiy visible on the national scene. The 
gamcplan of hindutva politic.s by the 
Sangh parivar has been sufficiently cx- 
po.sed in the violent attacks on minorities 
in Gujarat. Orissa. Madhya Pradesh and 
on the scheduled castes in UP and Bihar. 
It seems that if the BJP has to survive 
politically in a democratically organised 
political arrangement and order, not only 
in Gujarat but in the entire country, then 
it has to learn to maintain aproper distance 
from its Sangh parivar constituents of RSS- 
VHP-BD. The political experience of 
1990s in Gujarat points towards such a 
conclusion. TTic two spells of BJP rule in 
Gujarat in the 1990s. thus show (hat its 
inept governance has deeply wounded 
democratic institutions and proccs.se.s on 
two counts. Firstly, to reiterate, its organi¬ 
sational structure that has increasingly 
become intolerant of internal dissent and 
has thereby damaged the practice of in¬ 
ternal democracy and secondly, its anti- 
minorities fascistic campaigns have dam¬ 
aged the process of democratisation of 
Gujarat society and politics. The forth¬ 
coming 1999 LS polls arc all set to become 
the litmus test for secular,forces in 
weaning away the BJP voters in the 
interest of .secular and scK'ial democracy 
III Gujarat. Tl’.e onus of achieving such a 
reversal is clearly on Congress and RJP 
shoulders and it remains to be seen how 
(hey go about it. 

NaII'KI; 01- PoUTlCAL COMITIIIION 

In this section, we shall examine the 
basic determinants of political and elec¬ 
toral competition in the state. We will take 
a brief historical view of its present socio¬ 
logical and demographic composition. 
Various ethnic, communal and caste cleav¬ 
ages will he focused upon along with 
regional and scKio-political differences. 
An attempt is made to explain the in- 
lluence of these socio-rcgional and eco¬ 
nomic determinants of political and elec¬ 
toral competition in the state. 'Fliis is 
proposed to be done against the overall 
background of electoral outcomes in the 
Lok Sabha ('952-85) and state assembly 
(1960-95) elections held in the state. 

Since the state’s birth in May 1960, 
electoral politics in Gujarat has witnessed 
numerous ups and downs. In the first 
decade of its birth, the Congress parly 
enjoyed a good deal of popular support, 
although it was caught in a sharp and 
intense clash between its elected w mg, led 
by the first chief minister, Jivraj Mehta, 
and the organi.sation wing dominated by 
Morarji Desai. During this period, a strange 
rightist political configuration of feudal, 
ex-prim cly elements, rich farmers, indus¬ 
trialists and conservative bureaucrats 


emerged in the form of the Swatantra 
party. It succeeded in po.sing a major 
electoral challenge to the Congrc.ss, as it 
successfully penetrated the Congress’ 
kshatriya votebank. As can be seen from 
Table I the f’ongress got 50.8 per cent 
votes and 113 out of 154 seats in the 1962 
state assembly election, while the BJP 
(then BJS), at present its adversary, then 
got 1.4 per cent of votes and no seat. The 
BJS lo.st deposits on 23 of the 26 seats 
It had contested. This indicates how dif¬ 
ficult it was for the BJS to create a toehold 
in (he political society of Gujarat. Its 
presence was negligible to the point of 
non-existence. In 1967, the Congress 
suffered a loss of 20 seats and 4.8 per cent 
votes. The Swatantra party won 66 seats 
and 38 per cent votes. The Jan Sangh 
(BJS) contested 16 SA seals and for the 
first time won one scat out of the nine it 
conte* ted in Saurashtra region, gaining an 
overall vote share of 1.9 per cent. This 
analysis also indicates an early registra¬ 
tion of the bipolar nature of this stale’s 
politics, it must be noted that the BJS 
registered a very gradual growth during 
1960-75. After 1967, it began contesting 
elections to municipalities and municipal 
corporations in Gujarat. 

Table I showsthatCongressdominance 
was absolute. However, the three general 
elections of 1967.1971 and 1977 reduced 
its vote share and scats too. In 1967, (he 
Swatantra party made a major dent in 
Congress dominance. The Congress split 
of 1969 affected its performance in 1971, 
while the emergency brought it down to 
the worst ever. Interestingly, (he BJS/BJP 
did not yet figure much on the electoral 
map of the stale. In the 1984 LS poll too. 
the BJP won one seat in north Gujarat and 
got a vote share of 18.6 per cent. 

In the 1972 assembly elections, while 
Congress dominance continued and in¬ 


creased. the BJS also improved its perfor¬ 
mance. albeit marginally. It contested 99 
seats, lost deposits in 68 and won only 
three seats with a relative increase in its 
vote share of 9.3 per cent. The BJS re¬ 
tained its earlier sitting seat in Saurashtra 
and won two in north Gujarat. Its contest¬ 
ing of 99 seats does speak of its increa-sed 
organisational strength and horizontal 
spread, whieh however could not result in 
its winning more seats. In 1975, its vote 
share declined to 8.8 per cent but the seat 
tally went up appreciably. In all, it con¬ 
tested 40 seats. In terms of regional break¬ 
up, the BJS made from modest to major 
dents in all five regions of Gujarat. In 
Kutch, out of a total of six scats, it con¬ 
tested (wo and won one. In Saurashtra, out 
of a total of 52 seats, it contc.sted 19, won 
five and lost deposits in five seats. In north 
Gujarat, it contested seven out of 32 seats 
and won five. For the first time it won two 
.scats in south Gujarat. It contested three 
out of a total of 29 scats. In central Gujarat, 
out of a total of 63 seats, it contested nine 
and won live. Its ba.se expanded in the 
urban middle classes who were desirous 
of clean, committed and principled poli¬ 
tics as against the unprincipled politics of 
the Congress. In 1980, the former BJS go‘. 
transformed to its new ‘avataar’ and con¬ 
tested elections as the Bharatiya Janata 
Party. In a poll for a total of 182 assembly 
.seals, the BJP contested 127, winning 
only nine and losing deposits in 66. 
However, its vole share increa.sed consider¬ 
ably to 14 per cent. During this periixi. 
the social profile of the state was getting 
recast. Increased industrialisation and 
urbanisation was leading to a gradual ex¬ 
pansion of its middle class base. Sotlcr 
versions of hindutva and anti-Muslim 
pnipaganda had begun to appeal to new 
upcomi ng middle classes. In south Gujarat, 
its vote share increased trom 4 per cent 


Tari h I: RESui ra oi- (Jiiiarat .State Assembi y EuniONS, I9W 


Region 

INC 

BJP 

Jl) 

Other 

Parties 

Minor 

Parties 

INI) 

I'olal 

Kutch 

6-2-1) 

5-4-0 

1 0-0 

7-0-7 

20-2 

29-0-28 

50-6-37 

(6) 

(38 4) 

(45 .3) 

14 3) 

(1 4) 

(0.1) 

(10 6) 


Saurashtra 

.S7-7-8 

34-16-7 

42-23-8 

10.3-0-103 

32-1-31 

349-5-330 

6 li-.52-482 

t52) 

(27.0) 

(24 0) 

(30 7) 

(3.1) 

(1.6) 

(13.6) 


North Gujarat 

SZ-.I-S 

31-14-6 

23-14-1 

46-0-46 

12 0-12 

I5I-I-I48 

299-32-219 

(32) 

(30.4) 

(27 2) 

(31 0) 

(0 8) 

(0.8) 

(9 8) 


Central Gujarat 

63-15-9 

50-20-28 

61-26-7 

129-0-127 

50-0-44 

337-2-330 

690-63-545 

(63) 

(32.4) 

(24.2) 

(33.5) 

(1.7) 

(0.5) 

(7 7) 


South Gujarat 

29-6-4 

23-13-5 

21-7 6 

46-1-44 

14-0-13 

106-2-103 

2.39-29-175 

(29) 

(32 4) 

(.32 8) 

(21 3) 

(4.1) 

(ID 

(8.2) 


Total 

182-33-26 

143-67-46 

‘148-70-22 

.331-1-325 1 

10-1-102 

977-10-9.39 

1889-182- 

(l»2) 

t.30.9) 

(26.7) 

(29..5) 

(2.2) 

(0.9) 

(9 8) 

1458 


A/fi/e.t: The three figures in each column denote number of (i) contcsiants. (it) elected, and 
(itt) lutfeited deposits. 

Figures in parunthe.ses denote percentage of vote polled by the patty. 

.V(iurcr:Nagindas Sanghavi, Gujarat: A Poltiu al Analym. Centre for Soctal Studies, Surat, 1996, 
pp 268-69. 
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in 1975 to 12 percent in 1980. In the same 
period, its base doubled in north Gujarat 
from 10.49 per cent to 21 per cent. These 
were the times of emergence of the KHAM 
formation and of the implementation of 
pro-poor policies by the Congress, and 
consequent frustration among the middle 
class urban youths who were unhappy 
about the reservation policy, communal 
tensions and riots. The BJP look advan¬ 
tage of these developments and continued 
to build its base. 

In 1 985,theBJP’spcrformanccremained 
the same. Its vote share increased by I per 
cent and seat tally by two, bringing it to 
15 percent and 11 seats respectively. The 
KHAM strategy paid the highest electoral 
dividends to the Congress in the .state, 
more than it had ever received so far, both 
in terms of numberof scats and percentage 
Ilf votes. Out of a total 182 .seats, it won 
149 seats and 55.55 per cent votes. During 
this long pha.se of electoral competition 
between 1960-85. the caste conllict be¬ 
tween the patidars and kshatriyas domi¬ 
nated the .scene. The patidars emerged as 
a new elite and took control over the 
* state’s political and economic resources. 
The kshatriyas suffered a decline on both 
counts. The patidars. thereafter, began to 
shift to non-('ongres.s political parties, 
namely the Janata Dal and the BJI'. as the 
Congress was increasingly turning pro¬ 
poor under Jhinabhai Darji’s KHAM 
grouping. The dominance of higher castes 
like the banias and brahmins declined with 
the emergence of Chimanbhai Patel. After 
a while the kshatriyas and KHAM con¬ 
stituent castes regrouped to challenge 
palidar dominance from within the Con¬ 
gress. Pushed out from the political arena, 
the patidars found the BJP’s hindutva plank 
quite handy This entire period can be 
characterised as that of a step-by-step build 
►up of the BJP even as the virtual and 
absolute dominance cl the Congress con¬ 
tinued. Pro-poor policies underthe KHAM 
strategy and the anti-higher caste rhetoric 
of the Congress under the national lead¬ 
ership of the Gandhis put it on the high 
road of electoral success in the stale. 
I lowevcr, fierce communal and r astc riots, 
along with inlen.se factional infighting 
Within the Congress in its 1980s, began 
to weaken it iVreparably within less than 
a year of such a massive mandate. The 
KHAM constituents crcatedacreamy elitist 
layer within each of them and gradually 
got divorced from their mass bases. Caste 
and communal riots gradually dismantled 
the KHAM alliance. 

The coming years marked the historic 
decline of Congress and the quick emer¬ 
gence of the BJP. After a year of peace 
■II1985, caste and communal riots erupted 


again. By 1986-87, conditions in Gujarat 
deteriorated so much. lawles.sness and 
instability increased so much that the union 
government and Congress high command 
openly lamented the fact and declared 
Gujarat a ‘problem’ state. None in the 
Congress knew how to restore normalcy, 
order, peace and caste-communal harmony 
in Gujarat. The rot of Congress faction¬ 
alism had spread to district and taluka 
levels by 1987. Between 1986 and 1988, 
there were more than 110 bombings. In 
Saurashtra, .several MLAs like Sorathia, 
Thakrar. Bhimji Patel and Bharat Kambalia 
were murdered. In July 1988, the 60,000- 
strong state police force revolted against 
the Chaudhari government. The 1990state 
elections paid the proper electoral wages 
to the political parties in Gujarat. As can 
be seen in the Summary Tables, the 
Congress reaped a w'cll-dcserved harvest 
of only 33 out of the 182 seats it conte.sted. 
Its vote share fell Irom a hefty 55.55 per 
cent in 1985 to the lowe.st ever of 31 per 
cent. This was the reward of absolute 
political and organisational bankruptcy 
which had infected it since the early 1980s. 
The BJP. all along, was gaining mileage 
from this situation and expanding its base 
by continuously resorting to agitational 
politics. The state and national leadership 
of the BJP saw great possibilities opening 
and they sy.stematically worked towards 
their goal of pushing the Congress out ol 
power. 

The BJP first captured urban local 
governments in towns and cities. There¬ 
after, it targeted the major traditional 
support groups of the Congress, such as 
the kshatriyas. OBCs, SCs and .STs in 
rural-tribal areas. The politics of religious 
mobilisation proved quite effective and 
rewarding for it. The BJP contested 143 
seats and won 67, even though, on 46 
seats, it lost its deposits. Its vote share 
increased to 26.69 percent. The Janata Dal 
of Chimanbhai Patel won 70 seats and got 
29 percent votes. In all regions of Gujarat, 
its performance was remarkable. The BJP 
shared power with the Janata Dal, although 
subsequently, experiencing ’suffocation’, 
it decided to pull down the Patel govern¬ 
ment. In the 1991 l.ok Sabha poll, it 
emerged a clear winner. It captured 20 of 
the total 26 .seats it had conte.sted. It led 
in 119 assembly segments whereas the 
Congress could lead only in 45 a.s.sembly 
segments. Us vote share shot up to 50.4 
per cent. It, however, fai led to win any seat 
in tribal areas, losing all the four ST seats. 
Everybody knew that if assembly elec¬ 
tions wore held, the BJP would make a 
clean sweep. Patel stood between the two, 
i e, elections anda BJP victory. He mustered 
Congress support and continued to rule. 


The BJP’s sweep was so complete that the 
chief minister's wife Urmilaben Patel, 
despite being a public figure in her own 
right, was defeated from Saurashtra. 
Despite such disasters, the Congress con¬ 
tinued to support the JD(G) mini.stry. In 
order to stall occasional opposition to his 
government, Ptiiel decided to merge his 
JD(G) into the Congress. The Congress 
was badly mauled by the BJP in the 1991 
Lok Sabha elections. It got more and more 
alienated from its conventional support 
bases. The ’rathyatras’ and Ram mandir 
yatras in the tribal belt proved highly 
rewarding. The BJP sold a brick for the 
Ram mandir in Ayodhya at Rs 1.25 each, 
to all those tribals who wanted to join the 
Hindu fold. The Congre.ss did nothing to 
intervene and prevent the BJP’s expand¬ 
ing base. The Congress leadership failed 
to rise above factional squabbles and had 
no courage to go to the voters and face 
them. After the Lok Sabha elections of 
1991, the writing on wall was so clear that 
it went on postponing the local body 
elections under one excuse or the other. 
Only a high court order forced it to con¬ 
duct elections. As a result, local body 
elections were held in 54 municipalities 
in January 1994. The BJP left the Con¬ 
gress far behind, giving clear signal that 
it had arrived in the state. Out of a total 
ol 1,803 municipality scats, the Congress 
could win only 311 scats and 16 per cent 
vote, whereas the BJP won 625 seats and 
30 per cent vote. The independents too 
won a large number of seats. 

This performance proved that the merger 
of JD(G) into Congress was only a mech¬ 
anical one and it did not jell into an organic 
whole. In 1994, during the Rajya Sabha 
elections, the chief minister, Chimanbhai 
Patel, died and this cleared the way for 
the BJP. At the time ol nomination of 
candidates for the 1995 assembly election, 
factional warlare in the Congre.ss resur¬ 
faced with hitherto unseen fury. The BJF 
too, was not free of the malaise of faction¬ 
alism and rebellions. It was amply clear 
to everyone in the state that now it was 
the BJP which would capture powei and 
that, therefore, there was an unmanageable 
scramble for its nominations. The JD(G) 
faction in Congress, despite having 
merged, maintained an independent exist¬ 
ence and succeeded in getting a larger 
share of nominations and those who could 
not gel them, contested as independents. 
, BJP rebels also conte.sted as independents 
but the important difference was that none 
of them won as none from within the BJP 
gave any overt or covert support to them, 
while Congress rebel candidates enjoyed 
secret support from inside and as a result, 
a few of them won. 
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Voter turnout in clifferenl regions of 
Gujarat amply indicates that the BJP’s 
politico-religious mobilisation in the form 
ot agitational and yatra politics indeed had 
a telling inipaci on the voters. Tabic 2 
compares the IW5 regionwi.se voting 
turnout with the 1 WO data and it is clear 
that politics ol religious mobilisation has 
paid helly political dividends to the BJP. 
This election recorded the hitherto highest 
luinoul ol 64.36 per cent as against the 
earlier highest of 63.7 per cent in 1967. 
The northern region registered the highest 
turnout of around 70 per cent. What 
surpassed all expectations was the turnout 
ol tribal voters. So (ar it had hovered at 
around 49 percent. The lowest ever tribal 
voter turnout ol 45 percent was registered 
in 1985 and the highest of 55 per cent in 
1967 elections. In the 1995 elections it 
surpas.sed the state average and recorded 
70 per cent. I he tribal votes had come to 
BJP almost in the weight of the Ram 
niandir bricks it had successfully .sold 
during Its yatras earlier. The usual link that 
is supposed to exist between anti-ruling 
party sentiments and high turnout does not 
.seem to hold for the 1995 polls. The BJP 
and Congress both won in constituencies 
where the highest as well as lowest turn¬ 
outs were recorded. As Yogendra Yadav 
(‘Gujarat: BJP Arrives; A Neat Two Parly 
Structure Encrgcs./'Vo«r//n<’. May 5,1995) 
has observed. Ihe BJP’s arrival heralded 
the emergence of 'a neat two-party siruc 
ture'. The BJP’s promises during this 
long decade ot politics ol agitational and 
religious mobilisation raised peoples' 
expectations to the skies. It promised a 
political order without fear, hunger, crime 
and corruption, llnlortunately these height¬ 
ened expectations were left unfullllled 
and a fierce power game erujited in the 
BJP. shattering itsdreamofmakingGujarat 
a model stale for the entire country to 
emulate. 

CoNii.xi OK 1996 Eu^ciion 

As we have noted, in March 1995, the 
people of Gujarat had voted the BJP to 
power with a clear-cut majority and with 
high hopes that it would remove the reign 
ol fear, crime, violence, hunger and cor¬ 
ruption from public life in the stale. 

The same mandate was repeated in the 
di.strict and laluka panchayat elections. 
For the first lime in the hi.slory of the slate, 
the BJP came to rule the panchayats. It 
won 18 out of 19 zilla (district) panchayats 
and 154 of the 183 taluka (sub-divisional) 
p.intha>ais. In all. it won 624 out of 767 
distiiii panchayat seals, amounting to 82 
per cent, wlnle the Congress managed to 
win only K/i seats, that is. a mere 15 per 
cent. Independents won the remaining 21 


seats. In the taluka elections too, the BJP 
managed to repeat the performance. Out 
of 3,785 .seals, it won 2,567 seats, com¬ 
prising 68 pc-t cent, whereas the Congress 
won only 902 scats, constituting only 24 
per cent ol the total .seats. The indepen¬ 
dents won 315 scats. The rural vote had 
gone to the BJP in the hope that it would 
provide drinking water to ‘no-source’ and 
water-scarce villages as also for agricul¬ 
tural purpo.ses and provide electric power 
for irrigation. This hope was shattered 
within less than a year partly because the 
BJP had not learnt the plain lesson of 
politics properly: that it is simpler to gel 
power and much more difficult to share 
it judiciously with other partners, con¬ 
tenders and claimants. This cardinal prin¬ 
ciple of democratic politics c.scapcd the 
local as well as national level leadership 
ol the party as it was engrossed in celebrat¬ 
ing its victory and lasting the first spoils 
of power. The BJP soon found the task 
of finalising the list of heads of various 
boards and corporations very difficult. The 
chief minister consulted Narcndra Modi, 
the general secretary of the .state unit of 
the BJP more frequently than he did its 
president Kashiram Rana. I’he organisation 
man Shankersinh Vaghela. who built the 
BJP in Gujarat, brick by brick over long 
years, was sidelined. The chief mini.sler 
relea.scd Ihe list ol heads of boards and 
corporations just before he went abroad 
to invite foreign investments to the stale. 
The list was like dropping a bombshell on 
the BJP and its supporters - aspiiants to 
the spoils. Before this, it could barely 
manage constituting a cabinet, as it had 
not been able to strike a balance between 
the various clai mants and ended up generat¬ 
ing great di.scontent. 

The sub-regional petty rivalries soon 
came to the fore. In north Gujarat, there 
were cut-throat political rivalries between 
Atmaram Patel, a .seasoned, crafty and 
wcll-rooled leader and A K Patel, party 
MP of long standing. A K Patel being 
closer to the thief minisler-Modi faction, 
prevailed m keeping Atmaram Patel out 
of the cabinet and also out of the list of 
heads of boards and corporations. This 
angered Atmaram Patel and he joined 
hands with Vaghela and began the process 
of forming and consolidating a powerful 
faction to first check the excesses of the 
chief minisler-Modi faction, and laterrcvoll 
if need be. Many of Vaghela's supporters 
were also left out of the list by the chief 
minister. The seeds of internal discontent 
and factional warfare had thus been .sown 
as a resuti of extremely lop-sided and 
politically unwise sharing of positions of 
power. The third major blow to its image 
of a ‘disciplined’ and ‘committed’ parly 


came while it began to govern and function. 
A coterie of a few men close and related 
to the chief minister and led by Modi, 
became the de facto centre of power. Major 
policy decisions and admini.strative in¬ 
structions began to flow from this uncon¬ 
stitutional centre of authority. The ruling 
party’s own MLAs could not get appoint¬ 
ments to sec the chief minister. The coterie 
gave sufficient and loud hints that it was 
they who mattered and ruled the state. 

In the realm of policy-making, its exe¬ 
cution and general governance, the in¬ 
experienced but ambitious BJP govern¬ 
ment burnt its fingers again and again by 
raking up controversial and sensitive is¬ 
sues. In order to quickly create an image 
of a ‘model ruler’, the party went on a 
blunder-.spree. All the while it had the 
Congress as its target. It wanted to destroy 
it along with its ‘minority-appeasing 
policies’. It launched an anti-Congress 
drive to demolish all centres of Congress 
support and dominance. It attacked the 
most powerful and deeply entrenched 
builder’s lobby whom it saw as the back¬ 
bone of the Congress in Gujarat. Many 
builders ran away from the state as their 
construction projects came to a standstill 
and as they were afraid of more harass¬ 
ment. Some were arrested under PAS A or 
TADA. The next target was chairman of 
National Dairy Development Board, 
V Kurien, the architect and engineer of 
white revolution m India through his now 
famous Anand Pattern. The minister of 
civil supplies, Jaspal Singh, a former 
populist IPS olficer-turncd-polilician, 
brimming w'lth lren/,icdenlhusia.sm began 
raiding the godowns of .NDDB. lie al.so 
raided various hoarders and adulterators 
and sent out shockwaves among the 
traders in general. Kurien, unlike the 
buildcr’s lobby, stood his ground and even 
counterattacked. The BJPgovcnmient beat 
a hasty retreat and closed the chapter in 
favour of NDDB. Then came the turn of 
the union government. Jaspal Singh ac¬ 
cused Buta Singh, a union minister, ol 
being corrupt and sheltering anti-national 


Txiiif 2; VouNO Turnout by Kioicns in tWO 
AND AS.SKMBLY ElLCTIONS 


Region 

1990 

1995 

Gujarat 

.52 2 

64 4 

Tribal 

46 4 

69.9 

Rural 

55.2 

67.7 

Seiiii-urhan 

55 ! 

63.5 

Urban 

46 4 

55 4 

Saiirashtra (includes Kutchha) 

49.1 

61 8 

North Gujarat 

57 1 

67 7 

Central Gujarat 

.54.1 

67.7 

South Gujarat 

48 9 

67 6 


Source-G .Shah, ‘BJP’s Ri.se to Power', FPW 


January 13-20, 19%, p 165. 
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elements. The health miniister was almost 
caught red-handed in instigating and in¬ 
flicting caste violence on dalits of Kadi 
town in north Gujarat. Education minister 
Nalin Bhatt, in a hurry to clear the mess 
in this field, launched a crusade against 
private tuition classes. He began to arrest 
teachers and video-shoot the running of 
tuition classes. The private tuition classes 
closed and many urban middle class parents 
lo.st the fees they had paid without receiv¬ 
ing the service, as tuition fees are always 
collected in advance. According to one 
estimate, the private tuition classes in 
Ahmcdabad city alone do a business of 
Rs 3 crore per annum. 

In the realm of governance, the 
government’s scheme of subsidised 
foodgrains at Rs 2 per kilogram ran into 
rough weather. As against the ali(x:aiion 
of Rs 124 crore in the first year, the next 
year’s budget provided for only Rs 77 
crore. This reduction affected 8 lakh 
beneficiaries. As per its electoral promise. 
It slashed state tran.sport bus fares by 20 
percent. This resulted in revamping trans¬ 
port coverage which deprived several 
remote rural and tribal areas of bus ser¬ 
vices. It launched several populist schemes 
to win over the beneficiaries as pennanent 
vote banks. A populi.st scheme called 
'Kuverbai nu mameru’ (wedding doles lor 
the daughters of the pcHir) was launched 
with an allocation ol Rs 5 crorc. The 
Saraswati .Sadhaiia scheme was launched 
tor school-going tribal girls who were 
given bicycles. The Gokul Gram Yojana 
(village uplift .scheme) was launched with 
big publicity hut an allocation of a mere 
Rs 72 crorc proved to be inadequate to 
meet real needs in villages. 

On the political Iront, the BJP soon 
began to he equated with the Congress. 
The feeling that the BJP was simply rep¬ 
licating Congress culture and not provid¬ 
ing an alternative, began to develop and 
spread right from the oeginning. The open 
rebellion by Vaghela in October 1995 did 
serious damage to the party’s image as a 
disciplined outfit. Vaghela iscredited with 
having played a very crucial role in ex¬ 
panding the BJP's base in niral Gujarat 
by garnering up the support of the 
kshatriyas and OBCs for the BJP. V aghcla 
had all along been nursing his wounds, 
having been denied chief minister’s post 
and his men kept out of office. This 
generated deep discontent. The national 
and state leadership failed to handle 
Vaghela’sdissidence .skillfully and imagi¬ 
natively. The whole episode cxpo.scd the 
BJP’s immaturity and inexperience. The 
struggle for power and d(>mination within 
the party had al I the elements of a suspense 
thriller - of hijack, violence, acrimony. 


tragedy. It was al.so a comedy which the 
people of the state and outside watched 
with amu.scment and some shame. Vaghela 
and his 49 dissident MLAs were hounded 
and haras.sed .so much that he had to take 
them away tokhajuraho. Madhya Pradesh 
in a private plane lor their safety and 
security. Afterthisepi.sodc, the party came 
to be popularly known as a party of 
‘Hazoorias’ (pro-chief minister-Modi 
gniup, literally, yes-mcn)and ‘Khajoorias’ 
(Vaghela’s MLAs who (lew to Khajuraho). 
After this episode, initially a latent, and 
then open, fight broke out between the two 
groups. The ousted chief mini,ster and his 
Hazooria faction, mainly cadres belong¬ 
ing to the RSS, Bajrang Dal and VHP, 
began to fight it oui m streets, unmindful 
of party image or interest. In mid-Decem¬ 
ber 1995. even the pre.scnce of Atal Behari 
Vajpayee could noi deter the Ila/.iKirias 
from disrupting a public function at Surat 
during which chairs were tossed at the 
dias. In January 1996, the former chief 
minister was presented with a sword at a 
public function at Dchgam near 
Ahmedabad ostensibly ‘to kill Vaghcla’s 
Kha/oorias’ at the next opportunity. Again 
on January 20, 1996. in a big meeting of 
party workers at Ahmcdabad, the party 
president. L K Advani could not stop the 
continuous shouting of anti-Kha/.ooria 
slogans and beating up of the city’s former 
mayor Mukul Shah by the Hazoorias. The 
party .somehow managed to prevent cniss- 
voting in the Ru)ya Sahha election. Just 
belorc the April-May 1996 Lok Sabha 
poll, the party wa.s going through a phase 
of intense factional fights and a vertical 
split was almost on the cards. A fragile 
rapprochement was being worked out by 
a f^cw politici.sed heads of temples but the 
fonner (ousted) chief minister was unwill¬ 
ing call a truce with the Vaghela faction. 

From the above account, it is clear that 
the BJP’s popularity wa.s likely to suffer 
heavily. Its losses could have been much 
greater had the (Tongress been in some 
shape. The Congress lo.st one golden 
opportunity after another to work as an 
opposition party and embarrass the BJP. 
Tlie BJP went on oflenng issue after issue 
to it. but it failed to capitalise on them. 
It existed as a motley combination of 
various factions led by five or six top 
leaders, all pulling it in opposite directions 
for trivial gains and los.scs. The Congress 
literally scaled its own fate in the state, 
having suffered from massive internal 
squabbles, personality clashes, lack of a 
visionary and committed leadership, 
mutual suspicions and narrow partisan 
loyalties among its incmhers. All in all, 
BJP’s misrule is not likely to change 
electoral outcomes in the state in a sub¬ 


stantial way. A few scats here or there may 
change hands. Only if the Congress re¬ 
surrects it.sclf or a third force rises, can 
a serious threat be posed to the BJP. 

The 1996 polls in Gujarat were held in 
two phases - for 12 seats in the first round 
on May 2 and for the remaining 14 scats 
on May 7. There were two major parties 
in the coniest. There were other smaller 
parlies like Congress (Ti wari), Janata Dal, 
Gujarat Adivasi Vikas Paksh (GAVP), 
BSP. CPI. CPM. Sarnia Party. Akhil 
Bharatiya Jan Sangh, RPl, etc, which also 
jumped into the tray. There was very little 
scope of alliance fohnation or seat adjust¬ 
ments as the main batticlincs were strictly 
drawn between the BJP and the Congress. 
As a prelude to the Lok Sabha polls, the 
BJP supremo Advani had launched an¬ 
other rath yalra from Ernukulam in Kerala 
which would cover 13 states and 8,849 
kms and end in Delhi on April 14 1996. 
It was called suraj yatra or a march for 
‘good governance’. It was declared that 
while the BJP’s rath yalra in 1991) had 
been for the Ayodhya temple, the 1992 
ckta yatra for the Kashmir issue, the suraj 
yatra was tor entering into the parliament. 
On March 18. the suraj yatra entered 
Gujarat. It was reported that hardly 5(X) 
people went to receive it in Bhilad. Vaghela 
and his supporters abstained. The yatra 
did not receive the expected response. Its 
meetings at Pardi, Navasari. Valsad, and 
Surat were ill-attended. These meetings 
laid bare the internal conllicts within the 
party. In Baroda, MLA Karan Singh Raj, 
belonging to the kshalriya faction re¬ 
mained absent while the newly appointed 
.stale secretary. Chunibhai Baraiya.alnbal, 
was .serving water to the dignitaries on the 
dias during the Baroda public meeting. 
Along wiih Vaghela, chief minisierMehta 
also remained absent. An undeclared strat¬ 
egy in the BJP was gradually unfolding 
to eliminate Vaghela and his Khazooria 
supporters from the state's politics by de¬ 
nying them nominations or il noniinatrd, 
by defeating them by sabotaging their |K)I1 
campaign from within the parly. Such 
factionalism also determined poll nomi¬ 
nations in the (^ingress. 

The Kutch-Saurashira region, for ex¬ 
ample, has nine l.ok Sahha seals. In the 
1991 Lok Sabha poll, the Congress was 
able to win only one .scat in Kulch. The 
remaining eight .seats v’cre won by the 
BJP. In 1996. the Congress did not 
renominate its silling MP, Ilaribhai Patel 
in Kutch Instead it brought in an outsider 
Dinesh Tnvedi. a Calcutta-based busi¬ 
nessman. backed by prime mini.ster Rao 
but unwanted by local Congressmen. 
Tnvedi had left the Janata Dal and joined 
the Congress just before filing of nomi- 


Economic and Political Weekly August 21-28, 1999 


2427 



nations. Haribhai Patel, silting MP, re¬ 
sented this. He protested and decided to 
work for Trivedi’s defeat. 

The BJP leadership decided to allocate 
four Lok Sabha scats out of 26 to the RSS. 
Of these, three RSS candidates were to be 
absorbed in Saurashtra. As a result, the 
BJP denied re-nomination to three of its 
sitting MPs - in Bhavnagar, Purbandar 
and Rajkot. The sitting Rajkot MP (he had 
been winning this seat for two terms). 
Venkaria revolted against the party’s 
decision and joined the Congress and 
secured its nomination. It was reported 
that Venkaria had joined the Congress foi 
protection of his life and family. He 
developed differences with Vaghela 
sympathi.scr Chiman Shukla, a .staunch 
RSS leader in Saurashtra. However, the 
local congressmen did not receive 
Venkaria's nomination cordially. As a 
result. It was quite a pu/./.lc to find out who 
worked for whom in Rajkot. 

The Congress was beset with similar 
problems. In Baroda, there was strung 
opposition by a group of congressmen to 
any gackwad member being nominated 
for the city Lok Sabha .seat. The Muslims 
had. though, suggested Ranjit Sinh 
Gaekwad’s name. His wife was initially 
keen on a Congress nomination despite 
stiff opposition trom within but later opted 
out. The BJP’s slate general secretary and 
education minister. Nalin Bhatt was keen 
on her nomination from BJP whereas the 
BJP city unit president opposed it. The 
BJP decided to retain six sitting MPs. For 
the remaining 20 scats, the lists were sent 
to Delhi. The BJP faced a lough time 
deciding its nominee for the Baroda scat. 
The Hazooria and Khazooria factions 
fought It out fiercely. The nomination lor 
the Anand scat was claimed by nine BJP 
contenders. The patidar and kshatriya 
candidates were posing problems of se¬ 
lection. The nominations for Kapadvanj 
in Kheda and Godhra in Panchmahal posed 
major problem. 1 he Congress faced op¬ 
position from the erstwhile JD(G) faction, 
even though it stood merged with it, thanks 
to Chimanbhai Patel. 

The campaign issues too kept changing 
tune and colours. The BJP launched its 
campaign on the hindutva card. The 
Congress raised economic issues. It con¬ 
demned the BJP’ ?, in-fighting and commu- 
nalism. The BJP was more effective in 
raising vole-catching slogans. Its cam¬ 
paigning was more organi.scd than that 
ol the Congress. The BJP’s Hazooria 
faciinn joined hands with RSS-VHP to 
defeat their own Khazooria candidates. 
Shankcrsinh Vaghela was facing very 
difficult times in Godhra. Hindulvaorgani- 
sations worked lor !;is defeat. Sadhu-sants 


held dharma sabhas in Godhra and openly 
appealed to the people todefeat the' Hindu- 
traitor’ Vaghela. In other places, issues of 
corruption, criminalisation of politics, 
security, anti-national activities were raised 
by the BJP. 

Iii,i-.c'ioRAL Turnout Outcome 

The voters’ disinterest and apathy to¬ 
wards the waveless, issucless and lack¬ 
lustre 1996 general elections stood out as 
Its most characteri.stic feature. Voting was 
the lowest i n the .state’s history. I’he voters’ 
apathy has baffled one and all. Vacations, 
heat, wedding sea.son or migratory labour 
arc inadequate to explain such exception¬ 
ally low turnout as these factoi.. applied 
to other elections too. Widespread corrup¬ 
tion in high places and the dishonest, 
double-faced conduct of politicians is also 
not a satislactory explanation as Gujarat 
is not the only state affected by or sensitive 
to this phenomenon. What was specific to 
the state was the fierce factional infighting 
between two continuously warring groups 
of Hazixirias and Khazoorias in the BJP 
on the one hand and the lack of a united, 
competently managed and directed cam¬ 
paign by Congress on the other. This could 
certainly have dampened voter’s enthusi¬ 
asm but even this cannot by itself explain 
the phenomenon. With the election com¬ 
mission enforcing a strict code of conduct, 
the parties kept a sharp eye on campaign 
expenses. The candidates did not print and 
distribute the u.sual voter’s slips, indicat¬ 
ing all details of which booth to go to cast 
their votes. Many voters remained con¬ 
fused. This too could have contributed in 
some measure but does not provide a 
sufficient explanation as the HC’s norms 
operated in the entire country. 

Low voter turnout can be understood 
better by looking into the workings of the 
two major parties m the state, the BJP and 
the Congress. 1’he BJP’s .storming to power 
in state in 199.'5 with the promise of a 
crime-free, clean politics for people’s 
welfare, instead of the Congress brand 
politics of power and partisan interest, had 
heightened people’s expectations a great 
deal. As we .saw. the BJP’s failure to share 
power wisely resulted in endless internal 
squabbles. The Congress too continued to 
remain divided. The people hardly had an 
incentive or choice to vote. If we compare 
the sex wise voting figures for 1996 with 
those of 1991, we can sec the sharp drop 
among both. The male and female voting 
percentages decreased from 50.55 and 
37.07 percent in 1991 to42.02 and 29..56 
per cent respectively in 1996. Urban fe¬ 
male voting declined noticeably. In Rajkot 
and Ahmcdabad, it fell to as low as 24.41 
and 21.29 per cent in 1996 from 41.92 and 


31.35 per cent in 1991 respectively. Simi¬ 
larly, in Baroda and Surat, the same 
decreased to 24.81 and 28.59 per cent in 
1996 from 41.54 and 37.12 per cent in 
1991. This is an alarming development for 
democratic polity. It indicates the failure 
of canvassing and campaigning machin¬ 
eries of contesting candidates of both the 
major parties. More importantly, it shows 
that the credibility of the state regime and 
its popular legitimacy stand woefully 
eroded. 

AsTable 1 shows the re.sults have sprung 
quite a few surprises. The BJP suffered 
losses and the Congress made gains. The 
BJP’s vote share declined marginally from 
50.4 per cent in 1991 to 48.4 per cent in 
1996, while the Congre.s.s vote share went 
up sharply from 29 per cent in 1991 to 
38.1 per cent in 1996. From a tally of 20 
.scats in 1991. the BJP could win only 16 
out of 26 Lok Sabha seats. The hindutva 
forces, led by the RSS and VHP, mani¬ 
fested in the form of Hazoorias in the BJP, 
had decided to decimate the Khazoona.s' 
politically. As election day neared, they 
openly targeted Vaghela. the leader of the 
‘October rebellion’, who was conte.sting 
from Godhra. Despite the BJP having big 
support in six of the seven assembly 
segments. Vaghela lost by a margin of 
3.228 votes. The sadhu-sants made the 
Sarsa temple in Kheda their base to fight 
Vaghela. They took out a procession Irom 
Sarsa to Godhra. They moved through the 
entire town and declared that “by not voting 
for Vaghela. every pious, religious Hindu 
voter can cam the blessings (punya) of 
chardham yatra". The other slogan was: 
‘Santoni Chhe ekaj vaat, Khazooriaone 
maro laat’ t’Onc and only message fioin 
saints is to kick the Khazoorias out’) 
Three of Vaghela’s staunch supporters 
also lost in Surendranagar. Bana.skantha 
and Baroda. Vaghela blamed these losses 
on a plot masterminded by the Hazooria 
leaders Keshubhai Patel and Narendra 
Modi. The Summary Table also indicates 
that in Gujarat the contest was essentially 
between two national parties as all the 26 
seats were won between the two. No other 
party could come anywhere near posing 
a challenge to these two main rivals except 
in some places like Baroda where the two 
independent candidates captured 1,51,632 
votes and the winning Congress candidate 
got 1,31.248 votes. It is interesting to note 
that 522 out of 577 candidates lost depo¬ 
sits. All parties other than the Congress 
and the BJP and the independents put 
together could mu.ster only 12.79 per cent 
votes, lidding 555 candidates. 

The tribal and Muslim vote became 
decisive. The Congress had so far been 
continuously losing its prime support base 
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of Muslims, ST and SCs to the BJP. A 
decisive halt was visible in this process 
in the outcome of these elections. In the 
entire tribal strip of the state, the BJP could 
put up a good perlormance only in the 
Valsad seat where union minister of state 
for rural development, Uttambhai Patel 
was defeated by the BJP’s Manibhai 
Chaudhari by a narrow margin of .368 
votes. Three factors seem to be respon¬ 
sible for Congre.ss defeat in Valsad. The 
first was that a very huge number of 
disputed 10.008 votes were declared as 
invalid: second, that some Muslims in this 
constituency having historically and com- 
parativcly better communal harmony, 
voted for the BJP and the third, most 
decisive factor was the contest by Tiwari 
Congress, led by the old horse of the 
Congress (I) Zinabhai Darji. His goal was 
to ruin the prospects of the Congress (I) 
candidates in Gujarat and prevent them 
from winning. He succeeded in Valsad. 
The deposit-losing Darji nominee 
Naginbhai Patel, a relative of Uttambhai 
Patel, ruined the latter’s prospects with his 
measly 1,308 votes, and this seal was lost 
to the BJP by a narrow margin of 368 votes. 
Everywhere else, Darji failed miserably as 
all the 19 of his tribal and other nominees 
lost deposits. These elections, thus saw 
Darji, the disillusioned Congre.ss veteran 
of many electoral battles who had failed 
to rectify or rcibrm the party from within, 
breaking away from it and jumping onto 
the Congress (T) bandwagon to damage 
C.’ongrc.ss pro.spccts. 

As IS evident from Table 3, a good deal 
of Muslim vote went to Congress but 
many also voted for the BJP. But on the 
whole, the Muslim voters had kept one 
and all guessing There was no unanimous 
commiinal/collectivc statewide decision 
or siiategy among the Muslims regatding 
whom to vote for. For instance, in Baroda 
It was left to the Muslim voters’ own 
judgment, although they were advised to 
vote fora.secularcimdidate. In Ahmedaiiad, 
the only Muslim candidate of the Con¬ 
gress was defeated because of two rea¬ 
sons One. as Vaghela also conceded, his 
Khazooria candidate won because the 
opponent candidate was a Muslim. In the 
BJP’s scheme of things, a Hindu Khazooria 
IS better than a secular Muslim. Secondly, 
there was the apathy of the Muslim voters 
in Ahmedahad. Despite Muslims having 
20 per cent of the total vote, the seat was 
lost. The voting was lowest at only 27 per 
cent in Ahmcdabad. The Ahmcdabad 
Muslims did not approve of the Congress 
and therefore, kept away from voting 
despite the Congress nominee being a 
Muslim. In Godhra, Muslims voted for 
Congress as Shantibhai Patel enjoyed 


enough trust among them. In Valsad, 
Muslim voting showed a mixed trend of 
voting for both the parties. In Baroda too, 
the Congress candidate got Muslim votes. 
In the reserved SC Lok Sabha .seats in 
Dhandhuka and Patan. the daiits favoured 
the BJP. Despite a division of dalit votes 
into chamars and vankars, the BJP won 
both the seats. The chamars voted en bloc 
for the BJP, whereas the vankar votes were 
split between the Congress and Congress 
(T). On both the .seats, the voting was 
about 32 per cent. Besides, Table 3 also 
shows, across various variables, that 
Congress Icwses were BJP’s gains. For 
instance. 60.9 per cent SCs voted for the 
BJP as against 34.8 per cent for the 
Congress. Similarly, two categories of 
educated voters cast 76 and 80 per cent 
of their vole to the BJP. Some 70 per cent 
of the new voters in the age group of 25 
years and below favoured the BJP. In none 
of the age groups could the Congress rank 
higher than the BJP. The Congress could 
beat the BJP only on the economic and 
religio-social parameters. For instance, 
65.9 per cent of the very poor and 55 per 
cent of the tribals voted for the Congress. 
So did the Mu.sliins. 66.7 per cent voting 
for the Congress. Young, urban, educated 
and upper class groups voted for the BJP 
in the percentage band of 70 to 80 per cent 
as shown in Table 3. 

Tabic 4 offers a regionwi.se picture and 
shows that the lluzooria faction, led by 
the ousted chief minister won eight of the 
nine seats in Kutch-Saura.shtra region. The 
only seal lost in Saurashtraby the BJP was 
contested by Vaghcla's Khazooria nomi¬ 
nee Koli Patel Somabhai against a very 
formidable Congress heavyweight Sanat 
Mehta in Surcndraiiagar. This seat is rated 
as one of the best nursed constituency in 
the state like that of Dinsha Patel’s Khcda 
Lok .Sabha seat. The credit for victory in 
both the cases goes to individual image, 
profile, commitment and constant contact 
with the voters rather than to the organi¬ 
sational inputs of the party or to any wave¬ 
like phenomenon. In north Gujarat, the 
Mchsana seat was retained by A K Patel 
of the BJP by a margin of 1,25,151 votes. 
A K Patel had wanted to contest from 
Gandhinagar as he was afraid of Atmaram 
Patel, a prominent Khazooria rebel 
leader’s potential of defeating him. This 
scat is a well-nursed hindutva constituency 
thanks to the well-oiled RSS machinery. 
A K Patel’s .somewhat clean image, ac¬ 
quired years ago as a serving doctor in 
government hospital and then as founder 
trustee of a well-managed TB hospital in 
Vijapur. his home town and round-the- 
clock working of a band of dedicated and 
trusted R.SS cadres and party workers 


Table 3: Who Voted for Whom in Gujarat 

(Pt! cent) 


Characteristics 

INC 

BJP 

Others 

Age (yctirs) 

25 and bcluw 

25.0 

70.0 

5 0 

26-.3.S 

.3.3.3 

57.3 

9.4 

.36-45 

36.4 

57.6 

6.1 

46-55 

4.3.9 

51.2 

4.9 

56 and above 

30.8 

49 

7.7 

Se\ 

Male 

28 8 

66.7 

4.6 

Female 

37 2 

.53.8 

9.0 

Education 

Illiterate 

60.0 

30 0 

10.0 

Primary and middle 

.37.7 

58 5 

3.8 

Intermediate 

17 2 

76.3 

6.5 

Graduate and above 

3 8 

80.0 

15.4 

Religion 

Hindu 

.31 9 

61 2 

7.0 

Muslim 

66.7 

3.3 3 

- 

.Sikh 


- 

- 

Others 


_ 

_ 

Casie 

.Scheduled caste 

34 8 

60 9 

4.3 

Scheduled'tnhe 

54 9 

33 8 

II 3 

OBC 

29 7 

64 9 

5.4 

Others 

17 9 

75 8 

6.3 

Locality 

Rural 

17 5 

55 2 

7 3 

Urban 

19 5 

75 3 

5 2 

Clais 

Very poor 

65.9 

27 3 

6.8 

Poor 

38 1 

.54 8 

7 1 

Middle 

25 0 

70 0 

50 

Upper 

24 1 

72 4 

34 


Tabu. 4: Voiks Polli u dv RhoiuN in Ldk 
.Sabha El rcTioNS, I9W 

(Per tent) 


Region/Conslituency 

INC 

BJP 

Kuuiiha 

Kutchha 

25 

54 

Saura.slitru 

Surendranagar 

50 

34 

Jamnagar 

34 

39 

Rajkoi 

32 

39 

Porhandar 

33 

57 

Junagi'dh 

27 

60 

Amreli 

tl 

61 

Bhavnagar 

27 

33 

Ohandhuka 

33 

40 

Region Average 

36 

52 

North (iujaral 

Patan 

2“^ 

46 

Mchsana 

29 

5h 

Banaskantha 

43 

41 

Sabarkantha 

51 

41 

Gandhinagar 

21 

51 

Region Average 

33 

55 

Central (lujariit 

Ahmedahad 

28 

52 

Kap.Tdvanj 

26 

50 

Dahod 

59 

.36 

Godhra 

•16 

45 

Khcda 

47 

.34 

Anand 

49 

40 

Chhoiaudcpur 

49 

32 

Baroda 

30 

30 

Region Aveiagc 

43 

37 

South liiijutat 

Bharucli 

23 

35 

.Sural 

31 

59 

M and VI 

44 

38 

Valsad 

46 

46 

Region Average 

41 

50 
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helped A K Patel win the seat with such 
a huge margin. The BJP Inst two previ¬ 
ously held scal.s of .S'aharkantha and 
Banaskanlha to Confrress in north Gujarat. 
Hie Kulch and Surat scars were lost by 
the Congress due to unimaginative nomi¬ 
nations as outsiders were fielded to face 
formidable BJP nominees. If a good local 
candidate were to contest in Surat, the BJP 
supremo Irom south Gujarat Kashiram 
Kana. would have found the going quite 
tough. Instead, he was given a cake-walk 
by the Congress. In central Gujarat, the 
Congress retained Anand and snatched 
Kheda from the BJP. 

Some Features oe the I‘>96 Vi.Roin 

llie results ol NHS I‘>96 survey show 
why the BJP remains popular in Gujarat 
despite an image tarnished by internal 
crises. Right iroin the beginning the voters 
remained lukewarm to the poll process. 
The .survey (n=484) showed that 97 per 
cent respondents did not participate in any 
campaign, about 80 per cent of them did 
not attend any election meeting and 60 per 
cent did not show any interest in the 
campaign. This speaks of the voters’ apathy 
and disinterest in the election prcKcss in 
Gujarat. Door-to-door canvassing by can¬ 
didates and paty workers also remained 
slack and low-key as 80 per cent respon¬ 
dents reported that none came to canvass 
at home. As many as .104 out of 484 (63 
pei cent) respondents stated that except 
lor the election campaign period, they do 
not take any interest in politics. More than 
83 per cent respondents do not feel close 
to any particular party. At the same time. 
‘>4 per cent of the respondents were po¬ 
litically open to favour any party as they 
have not closed their mind to any particu¬ 
lar party. All these probably indicate a 
correlation between this apathy/cynicism 
and the BJP's victory. Less than half the 
respondents (48.3 per cent) felt that their 
vote had an effect in running the affairs 
of the country. Does this show that people, 
despite high levels o* apalhy. arc not averse 
to democratic politics. Could the low 
turnout also have worked in favour of the 
BJP. which despite everything, remains a 
cadre-based party? 

Let us relate this situation to another 
indicator to see why the BJP benefits. 
Despite this ambiguous response, 78 per 
cent of the respondents (378 out of 484) 
had heard about the demolition of the 
Bahii masjid at Ayodhya which shows 
that the event had been continuously 
hammered as a Hindu triumph by the BJP. 
This was intended to keep it fresh in 
people's nnmis and to keep the ground 
fertile enough to cash on it politically as 
and when necessary in future. The hopeful 


sign, of course, is that only 17 per cent 
openly and in an outright manner, justified 
the demolition and 28 per cent favoured 
building of a temple at the site as the 
survey showed. 

People in Gujarat, desirous of ‘a prom- 
i.sed good governance’ by the BJP, had 
actually a Hobson’s choice to make. The 
Congress was not at all in shape to shoul¬ 
der the responsibility of achieving higher 
levels of good governance. The people 
had to turn to the BJP as an ‘optionless’ 
option. Had there been a third party ol 
substance and credibility, the results could 
have been diflerent. 'Fhe survey data has 
shown that intentionally and attitudinally 
the Gujarat voter favours a democratic 
political order but is disillusioned to find 
the parties in a mess. The voter in Gujarat 
still favours the BJP because it is consid¬ 
ered the les.ser evil. In places such as 
Kheda and Surendranagar where the track 
records of Congress’ candidates were gocxl. 
they have been elected by the voters. 
Elections in Gujarat have shown that the 
structure ol available choice to voters has 
.set limits on the entire electoral process 
and its outcome. The decade ol Congress 
misgoveniance (1985-95) is fresh in the 
mind of the voters. Unless a more viable, 
convincing alternative to the existing 
choice structure becomes possible, the 
popular perception and responses to vari¬ 
ous questions and issues of trust in demo¬ 
cratic politics will decline in future. In the 
1995 as.senibly elections, people had taken 
the BJP as an alternative to Congress. But 
it failed them. The result is popular alien¬ 
ation as .shown in Table 5. 

Table 5 contains information regarding 
level;, of tru.st in different democratic insti¬ 
tutions among the sampled respondents 
in Gujarat. It is sad to note that the tour 
major institutions of a democratic political 
order, vi/.. party, police, politicians, and 
bureaucrats, do not enjoy popular trust. 
Institutions of local self-government, .state 
government, judiciary and the election 
commission enjoy the highest extent of 
trust (‘a great deal’) among the respon¬ 
dents. This indicates that the executive 
arms of the government have come to 
suffer ero.sion of popular credibility and 
trust. This may well trigger off a serious 
crisis of legitimation. On the other hand, 
credibility of such watchdog institutions 
as the judiciary and the election commis¬ 
sion have increased. People have, it seems, 
begun to turn away from rule-mcndcrr 
and benders and seek refuge in rule re¬ 
taining agencies such as tne EC and the 
judiciary. 

Since the 1996 election verdict, the 
people of Gujarat witnessed a high politi¬ 
cal melodrama. It all began in October 


l‘>95, with Vaghela’s challenge to the 
BJP. It saw four chief ministers in a fierce 
fight for power. Vaghela, during his reign 
as chief minister for 12 months from 
October 1996 till November 1997, tried 
to build a Laloo Yadav-likc populist 
personal political ba.se, but failed mi.ser- 
ably. With the entire .state machinery 
behind his bye-election contest in 
Radhanpur in north Gujarat. Vaghela won 
the seat. Let us see in detail the nature of 
political competition, politico-electoral 
mobilisation by various parties for 1998 
as.sembly and LS polls in Gujarat, the 
context of 1998 poll, nomination processes 
and the verdict. 

CoN'rtxroE 1998 Polls 

We saw earlier how chiel minister 
Keshubhai Patel failed to keep the BJP 
MLAs together in the wake of Vaghcla’s 
revolt which forced his ouster within seven 
months of his becoming chief minister. 
.Suresh Mehta became the new chief 
minister in October 1995 and managed to 
survive until October 1996 when Vaghela 
formally broke away from the BJP and 
formed his government with Congress 
support from outside. The BJP was even¬ 
tually reduced to the strength of 76 MLAs. 
Keshubhai was not made leader of (he 
opposition hut was shifted to the national 
executive of the BJP as its vice-pre.sident. 
The interregnum between 1996-1998 saw 
the rule o( Congress supported govern¬ 
ment of RJP, first led by Vaghela and later 
by'DilipParikh. During this period, people 
in Gujarat saw a fierce comfietition for 
support bases and power, firstly between 
the BJP and RJP and later on between RJP 
and the Congress. Violent .scenes were 
witnessed in the assembly over contested 
claims of majority in the house. The 
governoi’s role came under fire as it 
became partisan in favour ol Vaghela’s 
RJP and (Congress. I he office of the speaker 
and the deputy speaker ol (he Assembly 


Tablo 5. Trust in Variou'c DfcMix'KAnc 
Institutions in Guiarai 

tPi‘r (■(’HI) 


Institutions 

Extent of Tru.st 

Not .Some- Great 
at All what Deal 

Central government 

27 7 

48 6 

22 7 

.State govemnient 

22..‘i 

53.7 

22.1 

Local self-government 

134 

45.9 

.39.7 

Judiciary 

LS 7 

44.2 

.38 8 

Election Commission 

30.0 

41 3 

27 3 

Political parties 

44,8 

41 1 

12.4 

Goverament olTicials 

43 0 

44 0 

11.6 

Political representatives 

.36.4 

43.6 

184 

Police 

.S2.8 

41..5 

4.5 


Note: A total of 763 respondents were ap¬ 
proached and 484 were available and re¬ 
sponded. 


2430 


Economic and Political Weekly Augu.st 21-28. 1999 



also became politicised in this tug of 
war for power between the three main 
parties. 

Vaghela too faced a daunting task in 
forming the ministry. He was in a hurry 
to ground and strengthen his RJP which 
was afloat without a proper social support 
base. Vaghela soon found himself hooked 
on the horns of a dilemma whether to 
create his own organisational base or to 
hank on Congress’ support which was 
actually a mercy-lease. In carving his own 
organisational base, he began offending 
the Congress by undercutting Congress 
.social support ba.se. He began wooing 
Muslims as the true protector of their 
interests. He also began making inroads 
into tribal and other OBC dominated 
regions in the state which were areas of 
Congress dominance. He created five new 
districts ofPatan. Anand, Dahod, Narmada 
and Navsari and 48 new lalukas. This 
offended Congress and BJP immensely. 
He came up with a plan to levy one paise 
per litre on water use by the industries to 
generate funds for dilferent water supply 
schemes, and formation of Gujarat 
Ashmita Sabha'. etc. He raked up the 
controversy of reviewing the prohibition 
policy which is a symbolic bone of con¬ 
tention in Gujarat politics. Vaghela also 
indulged in various shady deals worth 
crores of rupees involving land, electricity 
generation and industrial licensing. Within 
the Congress, there was a move by the 
former JD(G) chief minister Chhabildas 
Mehta to share power in Vaghela ministry 
which was torpedoed by .Solanki and 
Ahmed Patel as suicidal fur Congress in 
coming polls. He al.so raised the issue of 
enough power to indu.stry and agriculture 
in the state. He roped in the famous tech¬ 
nocrat Sam Pitroda to prepare a blueprint 
of development in Gujarat in the next 
century. He declared the people of Gujarat 
as his only high command which used to 
irk congressmen of the state. 

Vaghela also faced challenges from 
within. He failed to appease Atmaram 
Patel who became his opponent from 
within by gathering a hand of 17 RJP- 
MLAs and played a secret role in his 
ouster as chief minister. As it is. Vaghela 
was under constant threat of withdrawal 
of Congress support. Vaghela’s attempts 
to lure away BJP dissidents into RJP did 
not succeed and made uncertain his po¬ 
litical survival. After being ousted, he put 
Dilip Parikh in his place and nursed a 
grudge against Atmaram Patel and the 
Congress. Vaghela suspected closeness 
between Atmaram Patel and Dilip Parikh. 
Vaghela committed one serious error of 
judgment and took a sudden and suicidal 
.step of dissolving the state assembly on 


December 2.‘>, 1997 without consulting 
either the Congress or the cabinet and the 
RJD workers. In a very dramatic fashion, 
he took Parikh to the governor and got the 
letters delivered to him. recommending 
dissolution of the house. He kept ail his 
MLAs in the dark. He played a big losing 
gamble by holding assembly polls along 
with Lok Sabha polls. 

The BJP was worried about one-to-one 
direct contest in the polls but Vaghela’s 
adamant attitude made it a triangular con¬ 
test. eventually benefiting the BJP. The 
Congress and RJP made grave errors of 
calculation. The RJP thought that it would 
win about 35 .seats in the assembly and 
thereby keep the BJP out of power. This 
did not happen as Congress did not agree 
to the .scat adjustment formula of the RJP. 
There was also a possibility of separation 
from the Congress, of JD(G)’s 18 MI As. 

The three main parties went to polls on 
different planks. BJP promised stability, 
good governance, end of corruption and 
cleansing of public life from opportunist 
politicians like Vaghela. Congress banked 
on .Sonia Gandhi’s popularity among the 
Muslims and the backward classes and 
promised stability in the wake of BJP’s 
recent failure to rule the state and iion- 
govcrnancc of RJP and corruption of 
Vaghela. RIP’s claim was that it was a 
people’s party and theie v'as no high 
command’ in Delhi as other parties had. 
Ironically the RJP was targeted by both 
Congress and BJP. The Congress-RJP 
alliance could not come through as its state 
chiel C D Patel and AlCC treasurer, Ahmed 
Patel opposed it. RJP was in total disarray 
as It could field relatively less known 
candidates to contest the 174 assembly 
.scats and 23 LS seats. Congress’ candidate 
Nanji Vakaiia withdrew his candidature 
at Visavadar seat m favour of Kcshubhai 
Patel. Kurji Bhesania of Congress, who 
had lost to Kcshubhai in the earlier elec¬ 
tion, joined BJP RJP's half a do/en 
ministers did not contest, fearing a rout. 
Vaghela aloiigwiih others such as 
Btachubhai .Sondarva In Keshod, Umesh 
Rajyaguru in Rajkot, etc, did not contest 
either LS or SA polls. From the Ashmita 
Rath, from where he campaigned, Vaghela 
chunied out the achievements ot his gov¬ 
ernment which did not seem to impress 
the people. He u.sed expensive press space 
to project the RJP’s image. .Vaghela de¬ 
pended on minorities, poor, and backward 
classes for votes. RJP’s LS and SA can¬ 
didates in most cases belonged to different 
communities. 

The BJP canvassed and campaigned on 
the issue of electing people with clean 
image in public life. While doing so it 
projected the Congress and the RJP as the 


two side.s of the .same coin. For the BJP. 
Kcshubhai’s first term, though short, was 
fondly remembered by the people as good 
compared to what followed it for about 
two years with three chief ministers and 
total misrule, corruption and empty boast¬ 
ful claims of people’s support. Violence 
between RJP and BJP and RJP and Con- 
grc.ss was feared and it did occur at several 
places. A major clash between RJP and 
BJP was avoided when Advani filed his 
nomination papers at Gandhinagar. As 
many as 8.1HK) polling Ixwths were de¬ 
clared .sensitive. 

BJP’s retaining all its sitting MLAs and 
MPs created a deep dissent. The hardliners 
and the moderates raised their voices over 
the issue of the image of the nominees. 
The selection of Jayaben Thakkar as the 
party’s nominee for the prestigious 
Vadodara LS scat denied the opportunity 
to Jitendra Sukhadia whose name was 
recommended from local city and district 
units. But Thakkar’s link with Narendra 
Modi prevailed in her .selection. In north 
Gujarat’s Banaskantha distnet, fielding of 
lormer Congress minister. Liladhar 
Waghela by the BJP on Deodar as.scmbl> 
seat created di.s.scnt .Similarly inPalanpur. 
nomination of Rekha Dwivedi was also 
resented as »hc was lacing charges of 
corruption while on Palaiipur municipal¬ 
ity tenure. Her link with the Sangh pari var 
alone qualified her tor nomination. The 
neighbouring Sabarkaniha district al.so 
raised a hue and cry over wrong nomina¬ 
tions in the Bayad assembly seal. 
Observer’s proposals fornominations were 
Ignored and the Sangh parivar links were 
given weightage. I’he hardliners of the 
(larivar held demonstrations against rc- 
nominations of 76 silting MLA.s. Pmte.sts 
were made against Viihalbhai Patel for 
Asarva lAhmcdabad) seat, Bharat Barot, 
Gopaidas Bhojwam and Kamlesh Patel. 
I'he moderates were on the whole dis¬ 
appointed over the nominaiions of Modi- 
loyalisls and Sangh parivar members. 

The remarkable thing about Congress 
nomination was that it peipeluatcd the 
national policy of dynastic political legacy. 
Bharat Solanki. son of Madhav.sinh 
Solanki, AICC genet al .secretary, contested 
assembly poll from Borsad in Khcda. 
Gunvant Makwana, .sun of lormer MP and 
senior Congress leader Narsmh Makwana 
was nominated toi Bavla reserved seat. 
Congress MP B K Gadhvi’s son Mukesh 
was to contest from Dania assembly seat 
in Banaskunthn. Bharat Makwana, son of 
former union slate minister for home 
Yogendra Makwana, was nominated for 
Sojilra reserved scat. The Congress list of 
LS and assembly nominees also caused 
resentments and protest. In all, Congress 
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nominated a total of 177 candidates for 
assembly and 26 for LS. Congress list 
contained 98 new luces below the age of 
45 for assembly and 16 for I.S. The caste 
composition of this list revealed 13 SC, 
26 ST and 11 minority candidates while 
76 were from OBC and 56 from upper 
castes. Eleven women were also nominated. 

The result ol assembly poll was a fore¬ 
gone conclusion as scales had already 
tilted in favour of BJP much before the 
poll process had commenced. The BJP 
won a comfortable majority of 117 seats 
with a vote share of 44.33 per cent. This 
marked an increase of 2.32 per cent vote 
share but a decrease of five seats as com¬ 
pared to its performance m 1995. The 
Congress won 53 seals with vote share of 
35.03 per cent. The Congress’ tally of 
seats increa.sed by eight and vole share by 
2.19 per cent over its 1995 performance. 
The RJP came third in its maiden contest 
with a measly four seats and 11.71 percent 
vote share. The combined vote share of 
Congress and RJP came to 46.7 per cent 
which was higher by 2.4 per cent than that 
of BJP. Interestingly, the higher combined 
vote share of the Congress and RJP docs 
not reflect in the same way when .seats are 
compared. The RJP and Congress total of 
.seats won comes to 57 which i.s far less 
thai. the 117 of the BJP. The Janata Dal 
m Its new avaiaar (after its earlier merger 
with Congress by Chimanbhai Patel) won 
four seats and 2.66 per cent votes. The 
independents polled 5.47 per cent votes 
and won only three seats as compared to 
18.71 percent votes and 16 seats in 1995. 
Their role in ’majority-making’ for an 
ambitious faction of a dominant party seems 
to have annoyed the state’s electorate. The 
Congress was runner-up to BJP with 95 
seats and RJP followed with 21 seats. 
The biggest and the narrowest victory 
margins were recorded in Ahmedabad. 
Ellisbridge .seal, where Haren Pandya of 
BJP defeated Congress’ Harin Raval by 
64,520 votes, recoided the biggest mar¬ 
gin. Kalupur .seat, where Farooq Shaikh 
of Congress won by 398 voles by defeat¬ 
ing B Khatri who had earlier been elected 
twice in succe..sion was the lowest mar¬ 
gin. Some stalwarts of fiuth the parties 
suffered losses. Congress’ Prabodh Raval 
and C D Patel lost in Asarwaof Ahmedabad 
and Jalalpur of Vaisad respectively by 
slender margins. The BJP won 13 .seats 
in the margin-bracket of 300 to 5,(XX) 
votes. Dilip Parikh of RJP lost by 15,890 
votes in Dhandhuka. Nalin Bhatt of BJP 
lost in Padra (Baroda) by 4,749 votes. 
Thirty-six candidates of Vaghela’s RJP 
lost deposit in Saurashtra alone. 

After the poll. ('ongress and RJP blamed 
each other for the failure to strike a poll 


alliance and understanding. RJP however 
claimed that it changed the agenda of 
political di.scourse from religion and 
hindutva to poverty and development. 
Regionwise, Saurashtra and Kutch con¬ 
tinue to be the stronghold of BJP. Of the 
65 assembly .scats, the BJP won 58, 
Congress five, RJP and independents one 
each. In Kutch, BJP won five of the six 
total seats. It won all the eight LS seats 
in the region. Such reputed congressmen 
as Sanat Mehta, Shaktisinh Gohil and 
Chhabildas Mehta lost to the BJP in 
Saurashtra. In central and south Gujarat 
the Congress performed better. The LS 
scats of Khcda and Anand were retained 
by Congress, whereas Baroda seat was 
lost to BJP. Of the 13 .scats in Baroda, the 
Congress won seven and five went to the 
BJP. Chhotaudepur reserved tribal LS .seat 
was retained by Congress. In south Gujarat, 
the BJP managed to retain its Bharuch, 
Surat and Vaisad .seats. Mandvi ST seat 
could not be snatched from Congress as 
Chhitubhai Gamit held it for the .seventh 
time in succession, though with a declin¬ 
ing margin of victory. From a total 28 
seats in the region. Congress had won 
only five in 1995 but this time its tally 
rose to seven. Congress was runner-up to 
BJP in 18 scats apart from the seven it 
won. Congress can improve its perfor¬ 
mance in this region. Bharuch and Vaisad 
were particularly focused by BJP as it had 
unleashed Sadhvi Ritambhara and Pravin 
Togadia for aggressive campainging 
there. Despite this, Bharuch was retained 
with much lower margin. This time voter 
turnout drastically improved. In 1995 as¬ 
sembly poll, 64.39 per cent voting was 
recorded whereas in 1996 LS poll it had 
slumped to a historic low of 35.9 per 
cent. In 1998 poll it sharply rose to 59 
per cent. 


In order to get an insight and under¬ 
standing as to who voted whom, we used 
the analysis of data yielded from post-poll 
survey of LS. Table 6 shows that in Gujarat, 
the voting age group of 26-45 years 
constitutes 52.7 per cent of the total voters. 
Secondly, as can be seen the BJP is 
popularly placed among all age groups. 
Regarding genderwisc performance, about 
60 per cent males have preferred BJP and 

56.5 percent female voters have voted for 
BJP. Educationwi.se voters’ party prefer¬ 
ence shows that illiterate voters seem to 
prefer the Congress more, as the gap 
between the preference percentage is less 
between Congress and BJP than in other 
categories. BJP primarily continues to be 
the party of middle and upper classes as 

84.6 and 61.1 per cent college attending, 
graduates and above voted for the BJP. 
Of high school educated voters, 63.6 per 
cent chose the BJP. If we sec party pre¬ 
ference by occupation, again the same 
pattern repeats here as in the parameter of 
education. Seventy-five per cent white 
collar professionals voted for the BJP. The 
peasantry seems to have fully backed BJP 
as 61 per cent cultivators voted for the 
BJP. Congress is preferred to BJP by a 
difference of about 5 per cent by unskilled 
workers. If we see castewise prelercnce. 
we find that the SC vole in Gujarat is 
almost evenly divided between the BJP 
and the Congress as 47.5 and 45 per cent 
voted for the two parties respectively. 
Congress has reportedly higher ST pre¬ 
ferences - 46.3 as against 42.6 per cent 
for the BJP. The OBCs with 69.4 percent 
are with the BJP whereas Congress and 
RJP has 29.5 and 14 per cent share of OBC 
votes in Gujarat. Religionwi.se party pref¬ 
erences show that 40 per cent Muslims 
have voted for BJP whereas 60 per cent 
have voted for the Congress. Among the 


Tabix 6; VcrriNG by Aot and Party Prcfekeno- 


Age-Oroup _P arties Voted for 



INC 

BJP 

RJP 

Others 

Row Total 

Up to 2.S years 

14 

.14 

8 

1 

67 

Row per cent 

20,V 

65,7 

II 9 

1 5 


Column per cent 

13.2 

22.4 

23 5 

25 0 

19.7 

26-35 years 

40 

54 

It) 

- 

104 

Row per cent 

38.5 

51 9 

96 



Column per cent 

37.7 

27 6 

29 4 


30.6 

36-45 years 

24 

44 

7 


75 

Row per cen 

32 0 

58.7 

9 3 



Column per cent 

22 6 

22.4 

20.6 


22 1 

46-55 years • 

19 

31 

5 

2 

57 

Row per cent 

33.3 

.54 4 

8 8 

t 5 


Column per cent 

17.9 . 

15.8 

14.7 

50 0 

16.8 

Above 56 years 

9 

23 

4 

1 

37 

Row per cent 

24,3 

62.2 

10 8 

2.7 


Column per cent 

8.5 

11.7 

11.8 

25 0 

IP 9 

Column total 

106 

196 

34 

4 

340 

Row per cent 

31.2 

57.6 

10.0 

1 2 

100 


Source: Data from post-poll survey 
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Hindu votes. 59.7 per cent have gone to 
the BJP and 28.4 per cent to the Congre.ss 
as reported in the survey. 

The post-1998 BJP in Gujarat is quite 
free from any pronounced factionalism of 
the type and intensity which was wit¬ 
nessed between September 1995 and 
September 1996. However, the Keshubhai 
Patel-led BJP government is not free 
from internal squabbles, discontent and 
factional infighting. There are tensions 
across various poles ranging from routine 
to exceptional. There is a well known, 
proverbial almost, tension between the 
Suresh Mehta-led sobre. liberal and demo¬ 
cratic faction versus militant, ruthless, 
fa-scist Sangh pari var led by PravinTogadia 
and chief minister himself. On caste 
count, there arc tensions between patidars 
or patels and kshatriyas on the one hand 
and between the kadva and leva patidar 
or patels in Saurashira on the other. These 
tensions have periodically erupted. In one 
such eruption, former chief minister, 
Suresh Mehta was insulted, mobbed, 
hooted down and attacked in a public 
function by Sangh parivar cadres in 
Saurashtra. 

The BJP's failure to stem the factional 
rot within had resulted in a split in 1996. 


'fhe fact that a disciplined and committed 
party like the BJP can also go the Congress 
way when it comes to power had shocked 
the people of the state. Unle.ss the BJP 
learns to strike an equilibrium among its 
hardliner and moderate contenders and 
claimants of power by being more flex¬ 
ible. amenable and liberal, it will keep 
winning and losing future electoral battles 
and waste the popular mandates. The caste 
factor is here to stay. But the hindutva card 
does not seem to have become redundant. 
It has so far proved successful in cutting 
across various caste identities at lower- 
middle and lower levels of ca.ste hierar¬ 
chies but if it continues to fail in rewarding 
the voters tangibly, its efficacy is bound 
to decline. However, from gradual to 
sudden rise of the BJP in Gujarat in the 
1990s, its quick split into khajoorias and 
ha/.oorias. decline in 1997, re-cmergcncc 
in 1998 and again indication of its decline 
in 1999 arc quite unprecedented as in no 
other state has it tasted the sweetest and 
the bitterest fruits of political success and 
failure, ri.se and fall within a span of three 
years as in Gujariu during 1995-98. The 
slate electorate has occasionally and posi¬ 
tively responded to the economic issues 
raised here and there but not in any very 


significant way. On the other side, the 
victorious ruling BJP has to ensure the 
conversion of its religious mandate into 
economic gains for voters. After all, basic 
human needs ride over all other consid¬ 
erations. including religious factors and 
they emerge a.s a litmus test of good gov¬ 
ernance and any regime’s survival. Issues 
of providing work and water, sufficient 
power, health care, fotxl, proper wages, 
tackling corruption, crimes and exploita¬ 
tion of vulnerable sections of society will 
acquire primacy and salience in state 
politics in the near future. Besides, the 
minorities of the state need special con¬ 
sideration which IS possible only through 
an electoral mobilisation along a secular 
axis, as they have been terrorised in Gujarat 
like in a fascist-like regime. The record 
of human rights in the state is abysmal. 
A human rights commission at the state 
level needs to be set up urgently. The 
hindutva hardliners in BJP have to be 
checked either from within or from with¬ 
out the BJP by a reconfiguration of .social 
support ba.se.s of the parties. Any political 
party in Gujarat that intends to take the 
reigns ol governance in hand will have to 
respond to these questions positively and 
urgently. 
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SENIOR POLICY ft ADVOCACY PERSONNEL 

The incumbent will be responsible for coordination of policy research and analysis, conceptualising and coordinating advocacy campaigns, 
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research work. Those with grass-roots experience will be at an advantage. 

Applicants tor oil iha abovo posts should havs good communication skills (both written and oral) in Cnglish and working knowledge ol 
Hindi. (Applicants tor the post ol Programme Otticers should also have good knowledge at at least one local Indian language.) Applicants 
should be prepared to be relocated to any olthe offices In India, It necessary, familiarity vrith the Voluntary sector would be an advantage. 
Women candidates will receive preference. All the above jobs Involve extensive travel. Salary will be commensurate with experience. 
Applications should be sent, within 10 days, to : 

The Personnel Officer. ActionAid India. P.B. No. 5406, #3. Rest House Road, Bangalore -560 001. 
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Pragmatic Politics in Goa, 1987-99 

Peter Ronald deSouza 

The past two assembly terms in Goa were dominated by defections when MLAs left one party and joined 
another without facing the electorate again. This politics of pragmatism makes party ideology almost 
irrelevant. But voters do support parties on the basis of their policies. The MGP has not been able to translate 
its 'hahujan' ideology into votes and .seats. The BJP has offered a .softer version of hindutva than elsewhere 
in the country, hut has not found many takers. The Congress is in a relatively strong position, hut voters 
are unhappy with its unashamed practice of 'pragmatic' politics. 


A review of the past 12 years of politics 
in Goa will allow us to move beyond the 
tumult of the moment to a study of the 
patterns which emerge, to a deeperevalua- 
tion ot political events, issues, trends, and 
personalities. When these 12 yesus are 
read not as a series of moments but as the 
longue duree of a society, .some i ntcresting 
questions concerning the politics of 
democracies emerge. In this essay I shall 
stand back from the tumult of thc.se 12 
years and try and find, amidst the din and 
dust, .something of signiricancc. 

I 

Introduction 

'fhe story begins with the attainment of 
statehood on May 30,1987. From a union 
territory with an assembly comprising of 
30 members the new state has now an 
enlarged assembly of 40 members, a change 
in numbers symptomatic of the increasing 
power of the state. This shift has con- 
.scqucnces for the different domains of 
social life. In the economic domain, for 
example, the state has now to he fiscally 
more independent since it is less able and 
eligible for grants from the centre. This 
has resulted in a decline, in state develop¬ 
ment expenditure [D’Souza 1997:17}. The 
shift has also had symbolic consequences, 
in that now the citizens of Goa are on par 
with the citizens ol other states in their 
ability to.selecttheirprc.sident and todecide 
their own futures. It has also had political 
consequences in that statehood has given 
greater autonomy to the political leaders 
thereby reducing the de jure power of the 
central bureaucracy and of the lieutenant 
governor. Decisions concerning items on 
the state list can now be taken in Goa and 
do not need the approval of the bureaucracy 
in Delhi as had been the case earlier under 
union territory status [Rubinoff 1998: 
Ch 51, These con.sequenccs - economic, 
symbolic, political - have taken place 
during a period ol dramatic changes in 
national politics; changes which, when 
read together with changes at the state 
level, present ,i picture of politics in Goa 
that is fairly complex. Let me elaborate. 


In addition to the usual issues of 
agriculture, mining, transport, industry, 
unemployment, etc, that impact upon 
politics, the issues that need to be noted, 
if not anaiy.scd. with respect to their 
significance for state politic.s in the years 
1987-99 are the following; (i) the trans¬ 
formation of land from a tool in the pro¬ 
duction process into an alienable com¬ 
modity in an emerging market in and for 
land; (ii) the growing role of touri.sm in 
expanding the contribution of the services 
scctorintheeconomy (Sawkaretal 1998], 
and in its effects on identity politics; (iii) the 
demographic changes brought about by, 
immigration and emigration and the 
coascqucnccs of this migration for political 
and social life; (iv) the controversies 
centring around large development projects 
such as the Konkan Railway and the 
proposal for a free port, with respect to 
their irreversible impacts on Goa; and 
(v) the expansion in the size of the state 
bureaucracy as a result of which there is 
one government official for approxi mately 
every 26 citizens, making the .state a rent- 
seeking rather than Ju.st an enabling state. 
I have thought it fit to foreground these 
five issues here because the dynamics of 
party and electoral politics in Goa have 
in considerable measure been influenced 
by them. 

However, before 1 get into an analysis 
of the politics of the period, let me say 
something especially about the market in 
land because of the enormous impact it 
has had on the politics of this period. My 
comments will be in the nature of a series 
of propositions, apotential research agenda 
perhaps, since unfortunately there is little 
systematic study on this issue on which 
1 can draw. 1 should like to begin by stating 
that the most significant factor in this 
decade of politics is the dramatic change 
in the status of land. Whereas earlier the 
value of land was asses.sed in terms of its 
contribution to agriculture now it is 
assessed in terms of its worth as a tradable 
commodity. A new group of players has 
emerged in this market in and for land, 
the most significant of which is the political 


class of bureaucrats and elected repre¬ 
sentatives. The growth in this market has 
been because of the role of many actors 
eg, builders, landlords, tenants, politicians, 
each of whom has a stake in the network 
of transactions. The dynamics of this 
market has as yet not been mapped in 
terms of (i) the interests and strategics of 
each actor; (ii) the monetary volume of the 
transactions in the sector; and (lii) its 
contribution to the economy. But sufllcc 
it to say that it is very large as can be 
gauged from the changing physical 
landscape of the towns and beaches of 
Goa. 

The.sc transactions are further streng¬ 
thened by the expansion of the tourism 
industry. Some of the instruments that the 
industry has developed for raising capital, 
such as the ‘rent-back facility’, where 
builder, hotelier, house-owner, and 
regulatory agency collude to create large 
properties in tourist sites, strengthen this 
market in land. Since all the.sc activities 
involve getting many government permis¬ 
sions, covering the whole range tnun 
planning permissions to occupancy certi¬ 
ficates, to l.ians from the Goa Economic 
Development Corporation, a state owned 
entity, the politician and bureaucrat become 
key figures in the various transactions 
involved. Further, since these transactions 
involve large sums of money, and since 
they constitute one of the major economic 
activities in the state, the political ecimomy 
of government in Goa has begun to be 
constituted around this market in land. 
Goa has also emerged as a society wirh 
a significant middle class who bring new 
meanings to politics. They like to see 
politics as spectacle. I have made mention 
of this class here because its internal 
dynamics has significance for politics, 
particularly democratic politics.' 

The foregoing is a profile of a society 
undergoing change at many levels, and as 
a result of many forces, some of which 
are government induced, some of which 
arc because of other agencies. The 
parameters of this change is vigorously 
contested on every plane, cultural [ Angley 
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1999], environmental,^ economic,^ social 
and of course political. This last is the 
theme of this paper which I shall examine 
a little later. Before I do so, however, I 
need to locate this reading of politics in 
Goa within the larger frame of Indian 
politics. Doing so is necessary because 
the process of linking up with the larger 
Indian polity shows impacts of the larger 
on the smaller which are both, direct and 
delayed, superlieial and more enduring. 

Three aspects of these linkages could 
perhaps be mentioned here to illustrate the 
point. The first is the culture of party 
politics in Goa. Party politics has acquired 
(he same internal logic, perhaps through 
imitation, as party politics at the central 
level in terms of palace intrigue, factions, 
the authority status of the high command, 
the etiquette of subservience and syco¬ 
phancy, and most signiilcantly the blurring 
of the distinction between the personal 
and the pubi ic. The second is the centrality 
of politics todaily life, not just inaremoved 
senscof "everything is effected by politics', 
hut in a more immediate sense of politics 
as spectacle, of a curiosity to know about 
the latest episodes in the long running and 
popular political drama. A measure of this 
centrality is the fact that Goa supports 
eight daily newspapers in three languages. 
The third aspect is the political cultural 
impact ol the mobilisation around the 
demolition of the Bahri masjid. This 
mobilisation has affected the way the 


communities have constituted themselves, 
an observation that will become more 
apparent when we look at election results 
of the last decade particularly the rise of 
the BJP and the decline of the MGP. 

The preceding elaborate prefatory note 
is intended to provide the perspective 
within which the high stakes that parties 
and politicians play for and that will be 
discussed in the following pages can be 
understood. The market in land is the text 
within which the actions and choices of 
political agents can be understood. This 
must be borne in mind when I discuss the 
politics of the period. My reading of the 
changes at the .surface level of politics 
must be seen in terms of its base in the 
political economy of land. I will discuss 
the politics of the state in three sections: 
(i) the changes in the institutions of the 
polity; (ii) the trends within party organis¬ 
ations and the party system; and (iii) the 
emerging electoral landscape. Since 
elections are a sort of diagnostic tool for 
examining the state of the polity, this la.st 
section will help us understand better the 
consequences of the interaction between 
the domain of stKiety and that of politics. 

11 

Changes in political institutions 

An analy.sisof the experiences ot political 
institutions in thc.se twelve years estab- 
lishcsonc clear fact, that an aggressive and 
aspiring political class, made up of different 


segments, has emerged which has taken 
possession of political institutions and 
begun to fashion them after its own 
interests. The extent of this fashioning 
will depend upon the tension between the 
flexibility and resilience of the institution, 
flexibility to accommodate interests/ 
directives, and resilience deriving from 
the logic of its rules beyond which it 
cannot go. The agency of this political 
class, brought in through individuals such 
as faction or party leaders, eg, Churchill 
Alemao, Ravi Naik, Ramakant Khalap, 
Manohar Parrikar, Wilfred D’Sou/.a, 
Luizinho Faleiro, or through groups such 
as Bahujan SamaJ, Kshatriya Bhandari 
SamaJ, the Catholic Church, and through 
the cultural perspectives within which they 
ate located, begins to cause a strain on 
institutions which now have to negotiate 
a balance between the "public interest’, 
ostensibly expressed through their im¬ 
personality, and the "particular interests' 
represented by the interventions of the 
political class. The outcomes of this 
struggle between the two interests can be 
seen as the episodes and events that make 
up the history of ourinstitutions, in this case 
those of Goa during the years 1987-99. 
Let me illustrate with a lew cases. 

Let me begin with the institution of the 
legislature. Let me draw attention to some 
of the significant events that occurred 
during the pcriixl under review when the 
assembly completed two terms (1989-94 
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and 1994-99), the third just begun in June 
1999. The most repetitive aspect of this 
period was the act ol defection when MLAs 
left one party and joined another without 
resigning and lacing the electorate. 
Regardless of the constraints of the S2nd 
amendment, members, aftcrelections.saw 
politics only in terms of their pcr,sonal 
short-term interests and, therefore, un¬ 
constrained by party ideology changed 
sides quite often establishing firmly the 
politics of pragmatism |deSou/.a 1998]. 
Such pragmatism appears to have a 
considerable elasticity. 

The data in Table 1 give us a synoptic 
account ol the movement between parties 
of defectors, the role of the speaker, the 
time taken to pronounce judgment during 
which the defector continued to enjoy 
parliamentary privileges and i n some cases 
even the exercise of power. It is a picture 
of the new culture of pragmatic politics 
that is emerging. 

The next interesting aspect of the period 
is the 10 changes in government in thc.se 
two terms indicating that the as.scmbiy 
developed an autonomy of its own with 
its 40 members willing and able to work 
out, short-term coalition combinations 
arrived at through con.structed legislative 
majorities. Flection opponents became 
allies and allies traitors [Fernandes 1997]. 
The frequent changing of coalition par¬ 
tners, and the lingual acrobatics that were 
employed to provide justifications for it, 
has resulted in the moral cement of society 
suffering severe erosion. The domain of 
public morality lost its ability to deter 
public men and women from transgressing 
the limits that underlay the ethics of 
representation, that constituted theevol ved 
codes of political behaviour in a 
representative democracy. Not one MLA, 
during these >2 years, thought fit to get an 
endorsement from his voters for thc.se 
shifts in a.s.sociation Nobody resigned 
and sought re-election. While the initial 
defections caused some outrage, resulting 
in the voters punishing defectors in the 
1994 elections, its continued occurrence 
dulled public morality with most of the 
habitual defectors returning in the 1999 
elections. The only democratic code that 
seems to have retained some force is 
majority rule within the assembly. All else 
was negotiable. During this period seven 
governments lasted for less than one year, 
one less than two yeans, and two more 
than two years. One government lasted 
two days (Table 2). 

These changes in government in .some 
cases also involved changes of speakers 
who, empowered by the 52nd amendment 
to the Constitution, the Anti-Defection 


Act, acted in a blatantly partisan manner 
deciding on the legality or illegality of 
defections on the basis of whether the 
defectors were changing over to the 
speaker's party. In some cases these 
decisions were taken in a matter of days 
in some cases months (Table 1) making 
a mockciy of the spirit of the Act | dcSou/a 
1998al. In one ca.se a member (Kashinath 
Jhalmi) appointed under the 52nd amend¬ 
ment to decide on the legality of the speaker 
who defected to become chief minister, 
served, during the period ol the decision, 
as the law minister of the very same chief 
minister. The office of the speaker lost its 
high status as an office impartially re¬ 
gulating the discursive dynamics of the 
polity. It came to be seen as an office that 
is purchasable not earned. Thcsedcfections 
resultedin jumbo cabinets with the number 
of ministers growing to 14 in a house of 
40 members.'* Since members from the 
opposition, in alliance with factions fiom 
the ruling group, formed new governments, 
one could reasonably argue that during an 
assembly term, particularly 1989-94, many 
members in the legislature, because of 
jumbo cabinets and repeated defections, 
became members of the executive thereby 
undermining the doctrine of .separation of 
powers between the executive and the 
legislature, an important principle of a 
democracy [dcSouza 1998b:8|. The 
principle of collective rc.sponsibility also 
faced erosion since members from an 
earlier cabinetjoincd the following cabinet, 
which was formed through defections, 
and in their justifications challenged the 
integrity of the caOinets they had just left. 
These happenings in the assembly have 
shown (and no political party is exempt 
trom this charge) that the moral force ot 
the concept of the ‘laxmanrekha’, the 
limiting codes constraining behaviour in 
a democracy, is very weak in Goa. 

During this period the institution of the 
governor also came under a cloud. 
Go vemor B hanu Pratap Singh had to resign 
hccau.se of his dismissal of the Wilfred 
D'Sou/a government without consulting 
either the president or the majority group 
in the legislative assembly thereby violating 
the letter and spirit of article 16(4) of the 
Constitutio-.. Further, this political 
competitiveness between groups brought 
the courts into the picture requiring them 
to now resolve issues of defection within 
the legislature. This is an undesirable 
development since it weakens the doctrine 
of separation of powers and sovereignty 
of jurisdiction. Now matters of defection, 
and the decisions of the speaker, because 
of the slovenly way in which they have 
been handled, have got linked to issues 


of 'due process’ and ‘natural justice' 
[D’Mello 1994] making them thereby 
eligible for judicial review. 

In contrast to these negative trends, 
however, the institutional topography of 
Goa also witnessed .some positive develop¬ 
ments. Since the 73rd amendment gave 
the third tier of government constitutional 
status. The Conformity Act in Goa also 
incorporated .some of the provisions. As 
a result one-third of the seats in the 182 
panchayats were reserved for women. 
Many new faces entered the political 
system generating a new dynamism and 
extending the range of representation. The 
panchayati raj institutions arc in theircarly 
learning and havcexhibitedcharacteristics 
of collusion and competition with vested 
interests and dominant groups. 

Ill 

Trends within Party Organisations 

There are five major players in the party 
system. The first is the ('.ongre.ss which • 
I will call the ‘dominant party', in a .sense 
akin toRajniKothari'sclassification, since 
it sets the terms of party competition and 
since all the other parties develop their 
strategies in relation to it, or owe their 
existence to it. The second, in terms of its 
salience (although declining) during this 
period, is the Maharashtrawadi Gomantak 
Party (MGP) which has developed a 
peculiar master-slave relationshi p with the 
Congress. The thi rd i s the B haratiy a Janata 
Party (BJP) which has grown by can¬ 
nibalising the MGP with which it once had 
a relationship, converting a vote bank that 
was rooted in a strong bahujan ideology 
into one that can perhaps best be described 
as soft hindutva. The fourth and not 
insignificant group is the small, local, 
personality based parties such as the United 
Goans Democratic Party (UGDP) and the 
Goa Rajiv Congress Party (GRCP)-** who 
have the ability to win a few seals in the 
a.s,scmbly and who, again to borrow Rajni 
Kot hari' s terms, can be described as parties 
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of pressure with respect to the Congress. 
The fifth significant group is the inde¬ 
pendents who have, as in the 1989-94 
assembly , sometimes held the balance of 
power. It is the dynamics between these 
five players which sets the character of the 
party system. 

Of all the above it is the Congress that 
best exemplifies politics of pragmatism. 
This is evident in its success in accom¬ 
modating opposed factions, in its con¬ 
verting into a fine art the practice of 
expelling and re-admitting politicians who 
had left the party bringing down its 
government on several occasions,^ in its 
stressing winnability rather than venality, 
in its manipulation of the election of the 
speaker,^ in its splitting of opposition 
parties especially the MGP and the 
IIGDP,* in its expansion of the cabinet 
and appointment of MLAs to ‘lucrative’ 
posts such as the chairmanships of the two 
planning authorities and of the Economic 
Development Corporation, etc. These are 
just some of the practices of the Congress 
which have ensured its dominance during 
the decade, except for brief periods when 
large sections left to form GPP (Alemao 
and others 1990) or GRCP (Willie and 
others 1998) (sec Table 1). More than any 
other party the Congress has demonstrated 
an ability to manage dissidence in that it 
has even got implacable enemies to work 
together. In the 1999 cabinet, forexamplc, 
Faleiro has managed to have both Ravi 
Naik and Churchill Alemao in the cabinet 
even though it was Naik who had im¬ 
prisoned Alemao and proceeded against 
him when he (Naik) was chief minister. 
This success is because of a dual strategy 
of invoking the ‘mind’ of the high com¬ 
mand, which few ambitious Congressmen 
would like to go against, and of tactically 
being one step ahead of the dissidents. 
Faleiro in 1999 has succeeded so far in 
curbing open revolt by having Rane as 
speaker, thereby holding the threat of 
disqualification over any dissidents, by 
accommodating major faction leaders 
within the cabinet, and by making legular 
trips to meet Sonia. 

The MGP is a party with its eyes on the 
pa.st. Unlike the Congress it had a mass 
base across most of Goa, based on its 
bahujan ideology, (I will discuss this later 
when I discuss the vote) and a fairly strong 
network of local leaders and followers 
wluch it has succeeded in frittering away. 
Unlike the Congress, the MGP has not had 
the capacity to manage factions and hence 
has bled regularly. Factions have left and 
joined theCongre-ss. RaviNaik,Narvenker, 
Wilfred Misquita, all felt that it would be 
better for their interest, and that of their 


constituency, if they bargained their way 
into the Congress. The time horizon of 
most of these politicians is just one 
assembly and hence, when they saw 
them.sclvcs in the opposition, they strove 
to become members of the ruling party by 
defecting from the MGP to the Congress. 
As a result the politics of the palace replaced 
the politics of social classes, within which 
the MGP was earlier rooted because of its 
bahujan ideology. The MGP has also 
suffered because of poor organisation 
skills, becau.se of a paucity of funds (unlike 
the Congress) since it has been in oppo¬ 
sition for too long and dominant interests 
which depend on the goodwill of the state 
such as the mining lobby, or the indus¬ 
trialists and builders do not contribute in 
large numbers to its coffers. Another factor 
that has probably led to an erosion of the 
MGP .social base is the immigration from 
other parts of India, a demographic change 
that favours national parties especially 
since this migrant population is con¬ 
centrated in certain constituencies. It is 
estimated to be over 20 of the total 
population. The final factor that has 
compounded the MGP’s woes is the can¬ 
nibalising of its mass ba.se by the B JP with 
which it had aligned in the 1994 assembly 
elections when it tried to consolidate what 
it perceived to be a cohesive Hindu vote. 
The strategy did not succeed (Table 4). 

The BJP is a new party in Goa and has 
grown significantly from 0.47 of the 
assembly vote in 1989 to 26.19 in 1999 
The BJP has succeeded by presenting itself 
in multiple ways (i) as an alternative to 
Congress - a picture which has found 
some appeal especially among the middle 
class disgusted by the politics of defection 
and pragmatism represented by the 
Congress (even Catholics in some 
constituencies voted for the BJP); (ii) as 
a soft hindutva party which has enabled 
it to poach on the MGP vote hank and to 
attract those who have a communal 
ideology; and (iii)as the state representative 
of the government at the centre. It has 
benefited from the Vajpayee and the Kargil 
factor where the BJP has got considerable 
media mileage. Its organi.sational strength 


comes from its close links with the Sangh 
combine particularly the secretive RSS. 
These have so far been inadequately probed 
and so the extent of control by this extra¬ 
constitutional authority, the remote control 
mechanism, is not properly undert.stood. 
Its leader Parrikar has been able to poitray 
himself as an alert and aggressive ‘leader 
of the opposition', a title which the party 
has now wrested from the MGP. When I 
disaggregate the votes of the last three 
assembly elections, 1 shall commenton the 
character of its social ha.se and on its 
potential to challenge the Congress as the 
party of governance. 

The smaller parties such as the UGDP, 
GPP, GRCP came into existence because 
of the political manoeuvrings of their 
leaders - Alemao, Barbosa, Willie, etc. 
They have no ideology, no potential to 
dethrone the Congress. They apply pressure 
on the Congress since they draw their 
support from the Congress vote base. Most 
of them are located in areas where the 
Congress is strong and have no potential 
to threaten the BJP or MGP. In fact they 
have formed governments by forging 
alliances with the MGPand BJP(Tablc 2). 
They achieve as,eroups what independents 
achieve as individuals which is to apply 
pressure on the Congress and to create the 
conditions for their merger or admittance 
into the Congress. The vote base of this 


TaBLL 4' KKOIONWISE VoTtS PoiJ HJ IN As.si MBLV 
liLtCTIONS 

(Per cent) 


Year 

Region Congress 

BJP 

MGP 

IND 

19H9 

NN 

.14 4.1 

0 81 

53 72 

11.04 


Nd 

40 59 

0 49 

40 30 

18 6.1 


■SN 

18 17 

9 

54 54 

7 29 


SO 

49 04 

0 .10 

13 00 

17 66 


Total 

40 52 

0.47 

39.52 

19.50 

t9')4 

N.N 

.11.64 

n 95 

.14.11 

22 10 


NO 

44 02 

1091 

20 05 

25 02 


SN 

.16 75 

0 

24.56 

38.69 


SO 

15.28 

8 IS 

4 99 

51 5'; 


Total 

.16 90 

8 89 

20 74 

11 40 

1999 

NN 

16 97 

11 (W 

23 3 

8 64 


NO 

14.11 

25 09 

10 22 

10.18 


SN 

It 80 

29 13 

19.19 

19.47 


SO 

49 41 

19 75 

4 25 

26.58 


TolJil 

18..55 

26 19 

14.0.1 

21.21 


Tabue 3: Partv Seats and Voiino PcRfENiAui: 1989-W 


Year 

Congress 

MGP 


BJP 


Indencndcnts and Others 

Per C ent 

Scats 

Per Cent 

.Scats 

Per Cent 

Seals 

Per C^ent 

seats 

1989-A 

40.52 

18 

39.52 

18 

0.47 

0 

19.50 

4 

1989-P 

46 18 

1 

27.13 

1 

0 68 

0 

21.34 

0 

1991-P 

57.65 

2 

20.57 

0 

1561 

0 

6.15 

0 

1994- A 

36.90 

18 

20.74 

12 

8 89 

4 

33.46 

6 

19%. P 

34.36 

0 

26.77 

1 

13 75 

0 

25 1 

1 

1998-P 

31.59 

A 

13.17 

0 

30.04 

0 

29.19 

0 

1999-A 

38 55 

21 

14.03 

4 

26 19 

10 

21.21 

5 


Note: P= Parliament; A= As-sembly. 
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group IS si/.eable since ii contains the 
protest vote against the politics of Congress 
which through the period has been in excess 
of 19 per cent ol the vote (Table 3). These 
broad trends that I have identified do not 
convey (i) the importance of powerbrokers; 
(ii) the intensity of constituency level 
competition; (iii) the role of personal 
charisma; or (iv) the differences in voter 
preferences between new and old voters, 
men and women, urban and rural, educated 
and illiterate, etc. It dties not illustrate the 
social prolllc of the vote. Table 3 presents 
a summary of aggregate votes polled and 
scats won by each party and gives a scn.se 
of the strengths of each group. The small 
parties and independents have been 
clubbed together. 

IV 

Electoral Landscape 

During this decade the most significant 
aspect of the electoral landscape has been 
the rise of the B JP. the decline of the MGP, 
and the spirited continuance of the (.'on- 
gress. In this section I shall not do a dis¬ 
section of each assembly and each 
parliamentary election, since there are too 
many particularities to each and these do 
not lead up to or contribute towards a trend 
[for details si.;c Fernandes 1997]. For 
example the 1994 us.scmbly election was 
a protest vote again.st the politics of 
deflection when 19 new members, many 
independents, and some small parties, were 
elected in the place of many stalwarts such 
as Ravi Naik, Sardinha, Sheik Haroon 
Hasan and Khalap [deSouxa 1996); or the 
1996 parliamentary elections when the 
Congretis lost both seats one to the MGP 
and one to the UGDP; or the 1998 parlia¬ 
mentary elections where they won both 
back. There were too many contingent 
factors unique to each election for us to 
be able to derive a trend by focusing on 
them. The significar'. feature of the 1989 
election was the tic of 18 .seats for both 
Congress and MGP, that of 1994 the 
alliance of BJP-MGP to consolidate the 
Hindu vote’ which instead got further 
fragmented since the MGP got less than 
it had in 1989, and that of 1999 the return 
of many of the party stalwarts who had 
been punished in the 1994 elections. 
Instead of looking at epi.sodcs or con¬ 
tingencies I shall look at aggregate voting 
figures to sec if there are any significant 
trendsemerging that have implications for 
the polity. 

I shall di vide Goa i nto tour regions north 
new conquests (NN), north old conquests 
(NO), .south old conque.sts (SO), and south 
new conquests t.SN) which were impacted 
differently by Portuguese rule. In the old 


conquests, Portuguese rule extended to 
over four centuries whereas in the new 
conquests it was for less than two centuries. 
This resulted in a demographic concen¬ 
tration of the Catholics in the old con- 
questareas. These are also the more 
developed regions where the population 
is more mixed and in which most of the 
big towns arc located. This means that 
singular appeals are unlikely to produce 
results since the interests of one group are 
unlikely to harmonise with the interests 
of another group. The ideological politics 
ol the BJP is likely to exclude groups 
which the pragmatic politics of the 
Congress is likely to accommodate. Hence 
the Congress, .seen as a party of factions, 
always under internal .stress, in contra.st to 
the BJP, who.sc internal politics remains 
largely unreported and hence unknown, 
has a greater chance of forging a electoral 
majority. In these regions the division of 
assembly seats are as follows: NN - 12, 
NO - 11. SO - 11, and SN - 6. Table 4 
gives the regional profile over the three 
assembly elections. 

A study of Table 4 reveals three 
interesting trends. The first is the obvious 
one of the BJP’s growth at the expense 
of the MGP, a shift in the ideology of the 
social base from strong bahujan to soft 
hindut va. The BJP has gained because of 
the vote against Congress misrule; becau.se 
the MGP has been unable to present it.sclf 
as an alternative to Congress, since its 
important leaders have, post-election, gone 
and joined the Congress; because of the 
absence of any alternative to Congress; 
and because of the Vajpayee factor. This 
growth has been remarkable in all regions 
even SO, and strongest in NN which had 
been the ha.stion of the MGP in 1989. The 
MGP has declined in all regions dropping 
from an aggregate of 39.52 per cent in 
1989 to 14.03 percent in 1999. It remains 
to be seen whether this is a terminal trend, 
and whether soft hindutva can replace 
strong bahujan the former being only a 
community based ideology whereas the 
latter ideology has characteristics of both 
class and caste. It also shows that the 
hindutva line has made inroads into the 
strong bahujan. .social base even though 
only inasoil form because its more strident 
version, espoused by members of the RSS 
combine .such as the Bajranj Dal and VHP 
after the demolition of the Babri masjid. 
has few takers in Goa. Alternatively one 
could ask whether the failure of the MGP 
lies more at the level of logistics, such as 
party organisation, poor campaign, 
inadequate resources, a failure which can 
be remedied through new leadership 
rc.stating the bahujan ideology which has 
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an independent existence and which is 
experiencing a resurgence in other parts 
of India. The future of the MGP will be 
decided by the vision of its leaders. 

The second important trend is "the 
bargaining position of the independents 
and the other smaller patties. The vote of 
19.5 per cent in 1989 going up to a high 
of 3?.46 per cent in 1994 and steadying 
at2l.21 percent in 1999, shows that there 
ate some leaders who have localised 
support and who can and have used it to 
gain positional advantage for themselves 
either as ministers or as chairpersons of 
corporations. This is where the GRCP and 
UGDP, and some independents have the 
power to be spoilers. They are largely 
located in the old conquest areas especially 
SO. They have little influence in NN. This 
sizeable vote shows that there is a large 
floating voter group which is searching for 
a new practice of politics. It gets focused 
either through a charismatic leader such 
asChurchill Alemao in 1996. or a localised 
party such as the UGDP in 1994, to register 
their disaffection with the Congress. This 
floating voter represents the search for 
‘good governance’ which the Congress is 
not seen as providing, and which the 
electoral system does not .seem to offer 
either. The consequence hence is to apply 
pres.sure on the Congress by voting for 
what 1 referred to earlier as the ‘parties 
of pressure’. This is not a vote that will 
go to the MGP or the BJP since it is 
essentially a secular vote. 

The third important factor, paradoxically, 
is the continuing consolidation equally in 
all the regions of the Congress. While the 
defection factor may have benefited the 
BJP, in that a population that believes that 
the voting ealculus .should be driven by 
principles voted for it in disgust against 
the Congress, it also helped the Congress 
in that it gained new supporters brought 
in by those who had defeeted to it. The 
Congress seems to have maintained a 
steady support base across all three 
assembly elections and in all the four 
regions. This is significant because if it 
can retain its hold over SO and NO, as 
it appears to have done, because of the 
anti-communal and thereby anti-BIP vote, 
and because of the mote mixed populations 
of these areas, then it can continue to be 
the party of governance because these 
regions may have been willing to vote for 
the MGP because of its bahujan ideology 
but not for the BJP because of its hindutva 
ideology. The BJP therefore faces a glass 
ceiling beyond which it cannot rise. 
Defections therefore have a double impact 
on the Congress, depleting and replenish¬ 
ing its support base. It helps the Congress 


to retain its mixed, secular character. So 
even though Congress rule has meant 
instability, because of defections, during 
election time theCongressbenefits because 
the alternatives appear less desirable 
especially to populations in SO and NO. 
In addition to this the Congress benefits 
from political leaders who have con¬ 
siderable skill in managing elections and 
who have large war chests. Politics is good 
business for the Congress, in some cases 
a family one. The Congress dominance 
shows that pragmatic politics gives better 
dividends than ideological politics. 

The foregoing has shown that politics 
in Goa seems to have developed a con¬ 
siderable autonomy in that the actions and 
decisions of groups and leaders are hardly 
constrained by either the rules that govern 
institutions or the moral codes that underlie 
democratic politics. The mechanisms of 
accountability which is democracy’sehief 
virtue also do not seem to deter this class 
of political leaders since, in the decade 
under review, they seem to have worked 
out strategies to overcome them. The 
examples of defections, of the role of the 
speaker, of winnability in elections are 
cases in point. The managing of elections 
and of defections has become the key to 
ensuring a continued capacity to govern. 
The Congress leads in this capacity. This 
is .still a long way off from democratic 
governance. The Congress, and the others, 
lack this capacity. 

Notes 

(I should like to thank Adi H Doctor for cominenLs 
and Alito Siquiera, Aureliamr Fernandes. Venecia 
Cardoso, Sanlo.sh Vcmekar, Mohan Mangue.shkar 
for assistance with data.] 

1 Some data on Goa 

(i) per capita net state domestic product at 
cuiTcnt prices in 1998 Rs 19,719; 

(ii) per capita bank deposits in 1998 Rs 
41,.180; 

(iii) birth rate per 1,000 of population in 
1998, 17.97; 

(iv) death rate per 1000 of population in 
1998, 7.54, 

(v) literacy in per cent in 1998, males 83.64, 
females in 1998, 67.09; 

(vi) roads per 1,000 sq km of area in 1998, 
2038; 

(vii) urban population to total population 
growth (per cent) 19g7s32.03 to 
1998=41.01; 

(viii) agricultural workers to total workers (per 
cent) in 1998, 23.94; ' 

(ix) per capita domestic consumption of 
electricity 1987= 77.39 to 1998= 208; 

(x) motor vehicles per lakh of population 
1987=7.876 to 1998=22,483; 

(xi) population served per hospiul in 1998, 
10,662 

2 The discussion on the Konkan Railway is a 

case in point. See the note piepaied by the 

Citizen's Committee titled ‘Summaiy of Main 


Issues/ Aiguments Related to the Konkan 
Railway Route Alternatives', (May 19, 1993) 
where the pros and cons of the three routes are 
presented in terms of costs, environmental im¬ 
pacts, safety, and development consequences. 

3 The proposal to convert Goa into a free pevt 
raised a host of issues. The presentation 
‘Understanding the Environmental Implications 
of a Free Port for Goa’, January 10, 1998 by 
Ligia Noronha at the International Centre, Goa 
sets clearly the agenda for such a debate. 

4 Jumbo cabinets became an election issue in 
1999 resulting in the Congress giving an assu¬ 
rance that the cabinet size would not exceed 
eight. 

5 .Some other parties arc: (now defunct) Goan 
People's Party (GPP) and Gomani Lok Poxx 
(CLP). 

6 Narvenkcr, Alemao, Shirodkar, Willie, Mauvtn 
are just some of the regulars. 

7 In 1994 the Congress hud the speaker protem 
manipulate the secret ballot to declarc a tie and 
then cancel it and use the method of a voice 
vote to elect the speaker Tomazinho Cardozo. 

8 There are many instances of this in the last 
decade in 1994 Wilfred Misquila and .some 
others left the MGP and joined Ihe Congress, 
in 1999 Parulekor and Jose Philip left the 
UGDP to align with the Congre.ss. 

9 Since the MGP has its ba.se in the bahujan 
Hindu vole and Ihe BJP in Ihe saraswal Hindu 
vole It was felt thatan alliance would consolidate 
the Hindu vole, an argument that overlooks the 
internal contradictions ofcasicandclass within 
the Hindu community 
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IWlight of Congress Hegemony 

Emergence of Bi-Polar Alliance System in Karnataka 

Sandeep Shastri 

After its dismal performance in 1996, the Congress attempted to widen its support base among the OBCs 
and the minorities and is now projecting itself as the 'natural’ choice of the electorate. With the splitting 
of the Janata Dal, the state is likely to witness bi-polar contests between the BJP and its allies and the 
Congress. 


THE verdict of the Karnataka voters in the 
1996 and 1998 Lok Sabha elections is 
significant for several reasons. The twi¬ 
light of the Congress hegemony was 
witnessed in Karnataka in the 1996 Lok 
Sabha elections, with the Janata Dal 
winning 16 seats and the BJP emerging 
victorious in six constituencies. The 
Congress was relegated to the third po¬ 
sition with only five .scats. In 1998, the 
Janata Dal was pushed to the third position 
winning only three seats. The BJP/Lok 
Shakti alliance secured 16 seals and the 
Congress increased its tally to nine scats. 

Prior to the 1996 elections, the Congress 
Party' had, in all previous elections save 
the one in 1%7 secured more than 80 per 
cent of the Lok Sabha seats in the state. 
Even in 1967 it had secured two-thirds of 
the total numberof scats. This time aniund, 
party nominees were elected in less than 
20 per cent of the .seals (five seats). For 
the Janata Dal.* its best ever performance 
in earlier elections was in 1984. when it 
won 4 of the 28 .scats (14 per cent). I laving 
failed to register even a single victory 
from the state in the 1991 elections,’ the 
party’s performance in the 1996 poll was 
commendable, as it won as many as 16 
ol the 28 seals (57 per cent). The BJP won 
Its first Lok Sabha scat from Karnataka 
in the 1991 Lok Sabha elections when its 
candidates emerged victorious in four of 
the 28 seats (14 per cent). In this election, 
the party marginally improved upon its 
earlier performance by winning six scats 
(21 per cent). The Karnataka Congress 
Party (KCP) registered its presence in the 
Eleventh I.^k Sabha. by winning one scat. 
The party later merged with the Congress. 

Nature of Politicai, Competition 

An analysis of the Lok Sabha election 
results in Karnataka, prior to the 1996 
elections, clearly demonstrates that the 
voters have strongly endorsed the 
candidature of those who contested on the 
Congress Patty ticket. In the first 10 general 
elections to the Lok Sabha, held between 
1952 and 1991, the Congress Party had 
won nearly 90 per cent of the seats. Even 


on the four occasions when it did fare 
badly at the national level - 1967, 1977, 

1989 and 1991 - the relative performance 
of the party in the state was appreciably 
better. In the 1%7 Lok Sabha elections, 
though the Congress won only 54 per cent 
of the scats at the national level, its can- 
didate.s were elected in 67 per cent of the 
scats in the state. In the 1977 Lok Sabha 
elections, the Congress had secured ju.st 
28 per cent of the scats at the national 
level, but won more than 90 per cent of 
the scats in the state. In 1989, the party 
secured merely 37 per cent of the seats at 
the national level but captured 96 per cent 
in the state. In 1991. the party won 44 per 
cent of the seats at the national level and 
81 per cent in the state. Karnataka was 
verily a Congress bastion when it came 
to Lok Sabha elections. 

Even when the electorate has given a 
clear mandate to a non-Congress Party to 
form the government in the state, it has 
continued to endorse the candidature of 
Congress candidates in the Lok Sabha 
elections. In the December 1984 Iu)k Sabha 
elections, the Congress won 24 of the 28 
Lok Sabha scats. The Janata Party, which 
was then the ruling party in the state, was 
in a position to win merely four seats. 
However, in the assembly elections held 
just four months later, in March 1985, the 
same electorate gave a clear mandate to 
the Janata Party to form the government, 
electing its candidates in 139 of the 224 
seats (over 60 per cent). 

The composite state of Karnataka (ear¬ 
lier called Mysore) came into existence in 
1956, subsequent to the reorganisation of 
states on linguistic lines. Four principal 
regions became part of the state: (a) Old 
Mysore (formerly a part of the princely 
state of Mysore); (b) Hyderabad-Kamatak 
(formerly a part of the territory of the Ni/.am 
of Hyderabad); (c) Bombay-Kamatak; and 
(d) the Madras Presidency and Coorg 
regions. Prior to independence and the 
reorganisation, the Old Mysore region has 
generally played a dominant role in 
Karnataka politics. This region accounts 
for half the Lok Sabha and assembly 


constituencies in the state. A quarter of 
the Lok Sabha .scats and those of the state 
as.sembly arc in the Bombay-Kamatak 
region. The rest is distributed in the other 
two regions. 

The caste factor has played acrucial role 
in electoral politics in the state. The 
lingayats and vokkaligas are considered 
the dominant ca.stes and have been major 
players in state politics. The traditional 
stronghold ol the lingayats has been the 
Bombay-Kamatak and Hyderabad- 
Kamatak regions, while the vokkaligas 
are a major force in the Old Mysore region. 
While the lingayats and vokkaligas ac¬ 
count for 10.8 per cent and 15.3 per cent 
of the state population (together a iittle 
over 16 per cent), over the la.st four de¬ 
cades. a majority of the members of (he 
state assembly and a significantly large 
number of Lxik Sabha members have 
belonged to these two communities. The 
noh-dominant backward castes emerged 
as a major political force when Devraj Urs 
became the chief minister in 1972. Urs 
was the first chief minister who belonged 
to the non-dominant backward castes. Urs 
attempted to unite the non-dominant 
backward castes and thus break the hege¬ 
mony enjoyed by the dominant ca.stes. 
Since the late 1970s, the non-dominant 
backward castes have had a powerful i mpact 
on electoral outcomes and their represen¬ 
tation in the legislature and .state council 
of ministers has grown [see Shastri 1994, 
1995; Shastri and Latha (forthcoming)]. 

The Karnataka electorate has also not 
favoured regional parties, cither in Lok 
Sabha or assembly elections. Electoral 
competition has largely been between the 
Congress on the one hand and Socialist 
Party/Swatantra Party on the other till the 
late 1960s. After the Congress split in 
1969, the two factions of the Congress 
were the principal political forces. With 
the formation of the Janata Party in 1977, 
it became the principal opposition party 
at the state-level. The BJP emerged as a 
third force in Karnataka politics with the 
1983 assembly elections. Ever since, it has 
attempted to consolidate its electoral base. 
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Though regional patties have occasion¬ 
ally been formed, they have had limited 
electoral success. Devraj Urs floated the 
Kranti Ranga in the early 1980s but the 
party later merged with the Janata Party. 
S Bangarappa, a former chief minister of 
Karnataka, broke away from the Congress 
to form the Karnataka Congress Party in 
1993. In the 1994 assembly elections that 
party secured 10 scats in the 224-member 
hou.se, way behind the Janata Dal, Con¬ 
gress and the BJP. It was principally 
responsible for damaging the prospects of 
the Congress candidates in several con¬ 
stituencies, thus enabling the Janata Dal 
and BJP candidates to emerge victorious 
[Shastri 1995:44], The Karnataka Con¬ 
gress Party has since, merged with the 
Congress. Yet another regional party, the 
Karnataka Rajya Raitha Sangha (KRRS) 
formed to protect the interests of farmers 
has also performed dismally at the polls 
with just 3.6 per cent of votes, winning 
merely two .seats in the 1989 assembly poll 
and one seal in the 1994 assembly elec¬ 
tions (2.8 per cent of votes). The emer¬ 
gence of the Lok Shakti and its role and 
position in Karnataka politics is atisessed 
at length . while analysing the 1998 Lok 
Sabha poll. 

Elrciorai. Politics in 1980s and 1990s 

An ideal backdrop for the analysis of 
Karnataka politics in the 1990s would be 
the outcome of the 1983 assembly elec¬ 
tions and subsequent political develop¬ 
ments. Till the 1983 assembly elections, 
the Congre.ss had a near monopoly over 
power. As mentioned earlier, it had also 
captured a majority of the Lok Sabha seats 
from the state in succcs.sivc elections till 
1996. The 1983 assembly elections had 
resulted in no party securing a clear 
majority oi seats. The Janata Party-which 
was the single largest party - formed a 
minority government under the leadership 
of Ramakrishna Hegde. with the outside 
support of both the Leftist parties and the 
BJP. The maturity of the Karnataka voters 
was strikingly demonstrated yet again in 
1984-85, when they elected 24 Congress 
nominees (out of 28) to the Lok Sabha in 
December 1984 and within a few months 
- in March 1985 - expressed a desire that 
the Janata Party government continue in 
power in the state, by giving the party a 
clear majority in the atisembiy elections. 
However, the Janata Party was soon caught 
up in an internal power struggle. In August 
1988, chief minister Ramakrishna Hegde 
resigned, accepting moral responsibility 
for the tapping of telephones of political 
leaders. S R Bommai was elected to 
succeed Hegde as chief minister but his 


government appeared to stumble from 
crisis to crisis. Within less than eight 
months of assuming office, in April 1989, 
the Bommai government, faced a major 
crisis when dissident legislators wrote to 
the governor withdrawing support to it. 
The governor dismissed the Bommai 
government and the state came under 
president's rule. 

The 1989 assembly elections, held after 
a spell of seven months of president’s rule, 
saw the Congress Partv winnine 178 scats 
in a 224-membcr House, securing in the 
process, a three-fourths majority. Never 
before, had the Congress Party - or for 
that matter any other party - secured such 
a high percentage of scats in as.sembly 
elections in Karnataka. The party that had 
been elected to power in the previous 
election, the Janata Party, now in its new 
incarnation as the Janata Dal. just man¬ 
aged to retain its status as the principal 
opposition party by securing 24 seats, a 
steep fail from the 139 seats it had earlier 
won. 

The voters had unequivocally endorsed 
the claims of the Congress Party and had 
nursed the fond hope that the infighting 
and instability witnessed during Janata 
Party rule would be a thing of the past. 
Such optimism on the part of the voters 
could be justified on the ground that the 
Congress Party had explicitly staled in its 
election manifesto that if voted to power, 
it would ensure stability and progress in 
the state, for, any party that has had to 
cool its heels in the opposition for seven 
long years, would be expected to take its 
elections promi.scs seriously. The Con¬ 
gress Party had all factors going in its 
favour with the 1989 assembly election 
results - a fund of gcKxiwill, a steam roller 
majority and an opposition that had been 
decimated and was in total disarray. 
However, gradually the party seemed to 
lose direction. The voters in the 1991 Lok 
Sabha elections sounded a warning, when 
only 23 of the 28 Congre.ss nominees were 
elected. The party leadership did little to 
remedy the situation. 

Having changed its legislature party 
leader and chief minister thrice in five 
years, the Congress was plagued by in¬ 
fighting and internal discord, which con¬ 
tributed to a lacklustre performance at the 
governmental level. One of the major 
problems that both Bangarappa and Moily 
faced as chief ministers was that they had 
to silently accept a situation, where their 
seniorministers time and again, expressed 
their lack of confidence in their leader¬ 
ship. It was very clearly, the familiar story 
of a public mandate not respected, a public 
mandate treated with insensitivity and the 


gradual evaporation of public support - 
all self-inflicted. 

It was against this backdrop that the 
1994 assembly elections were held. The 
emergence of the Janata Dal as the ma¬ 
jority party in the.se elections took many 
observers by surprise. The party, which 
had barely managed to win 24 scats in 
1989 and did not win a single seat in the 
1991 Lok Sabha elections, was hardly 
■expected to stage such a dramatic come¬ 
back, in spite of the dismal performance 
of the Congress government. While many 
attributed the Janata Dal victory to the 
anti-Congre.ss voteorthc ‘anti-incumbency 
syndrome’, this cannot be the sole expla¬ 
nation. Even if it were to be assumed that 
the voters were unhappy with the Con- 
gre.ss, they had an option of voting either 
for the Janata Dal or for the BJP. The fact 
that the Janata Dal secured a majority was 
indicative of the positive choice of the 
voters. Further, it must be noted that the 
Janata Dal victory had little to do with the 
national agenda of the party. In Karnataka, 
the state leaders of the party, had distanced 
themselves from the developments in the 
party at the national level. The electoral 
verdict was cs.scntially dictated by local 
issues and devtiopments. The emergence 
of the Janata Dai as, what many believed, 
a federal party was welcomed by large 
sections. It must be said to the credit of 
the Janata Dal that the groundwork for a 
spirited election campaign hud been laid 
well before the announcement of elections 
by the leadership ‘troika’ of Ramakrishna 
Hegde. Bommai and Deve Gowda. 
Bommai rightly declared that the election 
verdict was a ‘victory for collective 
leadership’(TJie Times of India, December 
10, 1994). 

1996 Lok .Sabha Poij, 

The 1996 Ix)k Sabha elections were 
held within a year and a half of the return 
of the Janata Dal to powci in the state. T ne 
three major political parties - the Janata 
Dal, Congress and BJP - had evolved 
elaborate electoral strategies, as success 
ii! the.se elections was critical for them, 
both regionally and nationally. For the 
Janata Dal, winning a si/eable number of 


Tabu-. I I.ok .Sabha fcimiciNS 1996. 
Karnataka 


Party 

Voles Polled 

.ScaLs Won 
(Per Cent) 

•Seats Won 

JD 

.V4 9* 

57 1 

16 

INC 

.10 .1 

17 9 

5 

BJP 

24 9 

21.4 

6 

KCP 

.VI 

3.6 

I 


The CPM an electoral ally of the Janau Dal 
polled an additional 0.4 per cent of voie.s. 
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seats in the state, was vital for the survival 
of its government. Earlier, in 1984, the 
then chief minister Ramakrishna Hegde 
had resigned on moral grounds after the 
Janata Party had won just four Lok Sabha 
seats in the state. For the Congress, a large 
contingent from Karnataka was vital, as 
it was one of its ‘safe states’. For the BJP, 
Karnataka .seemed to be the only launch¬ 
ing pad in the entire South and a creditable 
performance in the state could bolster its 
chances of inching towards the half way 
mark in the Lok Sabha. 

The Janata Dal faced a major crisis during 
the campaign, with some leaders 
cmpha.sising that the election was a ref¬ 
erendum on the performance of the state 
government whi le others wanting the party 
to exclusively focus on the failures of the 
central government. But for this contro¬ 
versy. the party's campaign was, by and 
large, well organised. It made a deter¬ 
mined effort to expand its social base, 
under the collective leadership of Deve 
Gowda (a vokkaliga), Ramakrishna Hegde 
(a brahmin) and Bommai (a lingayat) and 
the conscious and clear projection of a 
second line of leadership consisting mainly 
of backward class, dalit and minority 
leaders. In view of the apparent resent¬ 
ment in not them Karnataka (where the 
lingayats wield tremendous influence) 
about the perceived domination of 
vokkaitgas in the state's administration, 
the party campaign in this region was 
largely left to Hegde and Bommai. The 
reasonably good record of the state govern¬ 
ment - which had just completed 17 
months in ofilcc, also helped the Janata 
Dal. 

The Congress on the other hand, did not 
appearto have sufficiently recovered from 
the defeat it had suffered in the 1994 
assembly elections. Little effort was made 
to co-ordinate the campaign and promi¬ 
nent leaders of the party, who had been 
denied nomination stayed away from the 
campaign and in .some cases appeared to 
have indirectly helped the nominees of 
other parties. 

The BJP appeared to have altered its 
strategy, with good governance (‘Su-raj’) 
under the leadership of Vajpayee, being 
its main campaign slogan. Hindutva ap¬ 
peared to have been pushed to the back¬ 
ground and was raised towards the end of 
the campaign as an afterthought. The party 
was handicapped by the fact that it had 
no effective charismatic leadership at the 
stale level. 

The renire for the Study of Developing 
Societies (CSDS) post-poll survey in 
Karnataka clearly reveals that more than 
72 per cent ot the respondents were not 


interested in the election campaign. Nearly 
80 per cent had not attended any campaign 
meeting and more than 90 per cent were 
emphatic in stressing that they had them¬ 
selves not participated in any campaign. 
However, it is significant that among the 
respondents whoexpressed adefinite view 
on the subject, nearly 70 per cent felt that 
their votes mattered. Further, more than 
40 per cent respondents asserted that they 
made up their mind as to whom to vote 
for on polling day and another 25 per cent 
stated that the decision regarding voting 
was made a few days before the poll. 

The voter turnout in the state was just 
over 60 per cent. This was substantially 
higher than the voter turnout in the 1991 
Lok Sabha poll, when only 55 per cent 
of the voters exercised their franchise 
[Shastri 1994:383]. The voter turnout in 
the Uik Sabha elections (1996) was signi¬ 
ficantly lower than in the 1994 assembly 
elections, when more than 68 per cent of 
the voters had cast their votes. In Karnataka, 
since the 1970s, the voter turnout in as¬ 
sembly elections has been considerably 
higher than in Lok Sabha elections [Shastri 
1995:45]. 

Analysis or 1996 Ei,fx:toral VEROin 

Though the Janata Dal won miire than 
57 per cent of the seats, it secured only 
35 per cent of the votes. Parties winning 
a majority of scats with only a minority 
of the votes - referred to by Rac, as a 
system of 'manufactured majorities' [Rac 
1967:74] has become common under the 
first-past-the-post election system. The 
Congress on the other hand, secured a 
little over 30 per cent of the votes, but won 
just 18 per cent of the seats. There is not 
much variation in the percentage of votes 
polled and seats won in the case of the 
BJP and KCP. Even though the BJPsecured 
one scat more than the Congress, its votes 
share was significantly lower. A similar 
trend was seen in the Karnataka a.sscmbly 
elections in 1994, when the BJP emerged 
a.s the largest opposition party (pushing 
the Congress to the third position) but 
polled less votes than the Congress [Shastri 
1995:14. 20-22]. 

The votes polled by the Congress in the 
1996 Lok 5,’bha poll, were the lowest ever 
polled by the party. In previous Lok Sabha 
elections its votes share never fell below 
40 per cent in the state. Even in the as¬ 
sembly elections, it managed to secure 
more than 40 per cent of the votes, save 
in 1994 when it polled a mere 27 percent. 
Tlie Janata Dal, which polled nearly 35 
per cent, recorded its best ever perfor¬ 
mance in terms of votes, in the last decade. 
Earlier, in the 1977 Lok Sabha elections. 


it had secured 40 per cent of the votes and 
in the 1984 Lok Sabha poll its votes share 
was 35 per cent. The larger votes share 
forthe party in these twoelections-though 
it won only two seats in 1977 and four 
in 1984 - needs to be viewed in terms of 
the absence of a third force. The principal 
contest was between the Congress and the 
Janata Party. In the 1996 Lok Sabha poll 
there was a three-way split of votes between 
the Congress, Janata Dal and the BJP. 

The BJP, which polled a little less than 
25 per cent of the votes in 1996, had 
.secured a higher percentage of votes in the 
1991 Lok Sabha elections - nearly 29 per 
cent - though it secured only four seats 
then as compared to six seats in 1996. That 
the Congress secured fewer of seats and 
higher percentage of votes as compared 
to the BJP can be explained in terms of 
the nature of electoral contest in the 28 
Lok Sabha constituencies. Whi le the Janata 
Dal nominees emerged victorious in 16 
constituencies, they secured the second, 
position in as many as six constituencies. 
Thus the party registered its presence in 
23 of the 28 constituencies. The BJP 
candidates were victorious in .six constitu¬ 
encies and secured the second place in 
another six constituencies. The party was 
thus, in the first or second position in only 
12 of the 28 constituencies. In the case 
of the Congress, though it secured only 
five seats, its candidates emerged second 
in as many as 15 constituencies. The patty 
was thus in the first or second position in 
as many as 20 of the 28 constituencies. 
It is also worth noting that while only two 
Janata Dal and three Congress nominees 
forfeited their .security deposits, as many 
as 8 BJP candidates Kxst their security 
deposits.'^ It thus becomes clear that while 
the Congre.s$ was a principal contestant 
in more than 70 per cent of the constitu¬ 
encies, the BJP was in the first or second 
position in only 43 per cent of the con¬ 
stituencies. A similar trend was seen in the 
state assembly elections held in 1994. 

An analysis of the swing of votes from 
the 1991 to the 1996 Lok Sabha elections 
reveals that there had been a 17 per cent 
swing in favour of the Janata Dai. There 


Table 2; Ltix Sabha EtEmoNS, 1996: Principal 
Contestants 


Principal Contestants 

No of 

First and Second Position 

Constituencies 

Janata Dal-Congress 

12 

Janata Dal-BJP 

4 

Congress-Janata Dal 

4 

Congress-BJP 

1 

BJP-Congiess 

3 

BJP-Janata Dal 

3 

KCP-BJP 

1 
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had also been an 11 per cent swing against 
the Congress and a near 4 percentage point 
swing against the BJP. 

Aconstituency wise analysis shows that, 
in the case of the Janata Dal there has been 
a swing in favour of the party in as many 
as 26 of the 28 constituencies. In 16 of 
these constituencies, the swing was as 
high as 10 percentage points. Of the two 
constituencies in which there has been a 
fail in the percentage of votes, in one 
(Bidar) an ally of the Janata Dal - the 
CPM, had fielded a candidate. In the case 
of the Congress, there was a swing against 
the party in ail but one constituency. In 
IS of these constituencies, the swing 
against the party was more than 10 per¬ 
centage points. The BJP had a mixed 
fortune in this regard, as in 10 constitu¬ 
encies there was a swing in favour of the 
patty and in the other 18 there was a swing 
against it. In nine of the constituencies the 
swing against the party was as high as 10 
per cent. Interestingly, in all the 4 con¬ 
stituencies where the party had emerged 
victorious in 1991. there was a swing of 
votes against the official party nominees. 
The standard deviation calculated, for the 
swing of votes of all parties shows that 
in the case of the BJP the standard devia¬ 
tion was significantly higher (10.88), 
implying that the variation in swings was 
much greater in its case. 

If the votes polled by the political parties 
in the 224 constituencies, in the 1994 
assembly elections, are viewed from the 
angle of the 28 parliamentary constituen¬ 
cies clubbing together the votes polled in 
the eight as.sembly constituencies which 
form a single parliamentary constituency, 
the Janata Dal candidates secured the 
highest votes in 21 of these constituencies, 
the Congress in four and the BJP in three.* 
In the Lok Sabha elections, both the 
Congress and the BJP were in a position 
to win two scats each, from among the 
scats in which they had secured a majority 
in the 1994 assembly elections. The Janata 
Dal won only 1 5 of the 21 seats in which 
it had secured the highest votes in the 1994 
assembly elections. 

An analysis of the partywise swing of 
votes from the 1994 a.ssen>bly polls to the 
1996 Lok. Sabha elections reveals inter¬ 
esting trends. In the case of all three major 
patties - Janata Dal, Congress and BJP 
-there has been a swing of votes in favour 
of the parties in a majority of the constitu¬ 
encies. In the case of the Janata Dal, there 
was a swing in favour of the party in as 
many as 19 of the 28 constituencies. For 
the (Congress there was a swing in favour 
of the patty in 20 of the 28 constituencies 
and for the BJP there was a swing in favour 


of the party in all but four of the constitu¬ 
encies. This implies that the performance 
of the BJP and the Congress in the Lok 
Sabha elections, has shown a significant 
improvement as compared to the as.sem- 
bly elections of 1994. 

The fact that there has been a swing of 
votes in favour of all the three major 
parties in the Lok Sabha elections as 
compared to the assembly elections also 
implies that there has been a greater 
consolidation of votes in favour of the 
three major parties in the Ix}k Sabha 
elections. Between them, these three parties 
account for more than 90 per cent of the 
valid votes polled in the Lok Sabha elec¬ 
tions. On the other hand, in the 1994 
assembly elections, they accounted for 
only 78 per cent of the valid votes polled,*’ 
with independents and other minor parties 
securing 22 per cent of the votes. 

A three-way split in votes in most con¬ 
stituencies in the the 1996 elections is 
evident from the fact that in 19 of the 28 
constituencies (68 per cent), the votes 
polled by the winner and the immediate 
loser total up to less than 7S per cent of 
the valid votes polled. Further, in only one 
constituency (Chikkodi) did the winning 
candidate secure a majority of the valid 
voles polled. 

The margin of victories, as seen in terms 
ot the percentage of votes polled [Shastri 
1996; 157]. shows that the victory margins 
of the .successful Congress candidates were 
in the less than three per cent range, which 
implies that all the five Congress MPs 
from the state, won by slender margins. 
In the case of the Janata Dal, six of the 
16 victories were by margins of less than 
three per cent of the valid votes polled. 
These victories were decisive in ensuring 
that the Janata Dal won a majority of 
the seats in the slate. In live other con¬ 
stituencies, the margin of victory of the 
Janata Dal candidates was more than 10 
per cent of the valid votes polled. In the 
case of the BJP. some of its candidates 
won by slender margins while others won 
decisively. 

A comparative asses.sment of the per¬ 
formance of various patties in the four 
regions of the state reveals interesting 
trends. The Janata Dal did exceedingly 
well in the Old Mysore and Hyderabad- 
Kamatak regions but failed to register its 
presence in coastal Karnataka. While the 
Congress drew a blank in the Hyderabad- 
Kamatak region, it secured its seats in the 
Bombay-Karnatak, Old Mysore and 
coastal Kamalak regions. The BJP regis¬ 
tered victories in all the regions, but its 
performance was exceptionally poor in the 
Old Mysore region, where the percentage 


of seats it secured was much lower than 
its overall state average. 

A majority of the candidates fielded by 
the Janata Dal and the BJP hailed from 
the dominant castes - the lingayats and 
vokkaligas. While the Janata Dal fielded 
eight lingayats and seven vokkaligas, there 
were 11 lingayats and five vokkaligas 
from among the BJP candidates. The 
Congress fielded four lingayats and seven 
vokkaligas. OBCs accounted for eight of 
the Congress candidates, seven of the 
Janata Dal and four of the BJP. The 
Congress and the JD had fielded five dalit 
candidates each, while the BJP fielded 
four dalits. The Congress nominated two 
Muslims and the Janata Dal, one. Of the 
28 candidates who emerged victorious. 

Tabu. 3 - Lok Sabha Elutions. 1991 to 1996: 

Swing oi' Votls 

Percentage Number of Consiiiuenctes 


of Swing 

JU 

INC 

BJP 

More than -20 

- 

3 

- 

-to to -20 

- 

12 

9 

-5 to-10 

1* 

9 

5 

-3 to -5 

1 

1 

- 

0 to -3 

- 

2 

4 


2 

27 

18 

Oto 3 

1 

1 

1 

3 to 5 

8 

- 

2 

5 to 10 

1 

_ 

2 

1010 20 

II 

- 

5 

More than 20 

5 

- 

- 


26 

1 

10 


* .Seal contesicd by its electoral ally the CPM. 


Tabi f 4: Swing or Vot*.s 

1994 Assembly 

Eleitions to 1996 Lok Sabha Elections 

Percentage 

Number of Constituencies 

of Swing 

JD 

INC 

BJP 

More than - 20 


- 


10 to -J) 

2 

1 

I 

5 to -10 

4 

3 

1 

-3 to 5 

2 

1 

- 

Oto 3 

1 

3 

24 


9 

8 

4 

Oto 3 

5 

5 

4 

3 to a 

3 

s 

4 

5 to 10 

7 

6 

7 

10 to 20 

2 

3 

5 

More than 20 

2 

1 

4 


19 

20 

24 


Table j: Los Sabha Elutions 1996: Margin 
OF Vhtoiiif.s 

(In terms of percentage of valid votes polled) 

Margin Number of Constituencies 

of Victory Jri INC BJP KCP 


0 to I I 2 

1 to5 .1 

3 to 5 3 

S to 10 2 

to to 20 5 

More than 20 - 

16 S 


1 

1 

2 
I 
I 

6 
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10 belonged to the dominant castes - five 
lingayats and 5 vokkaligas. Among the 
other victors were fourdalits, six from the 
OBCs. two Brahmins, two Muslims and 
one each from Idiga, Kuruba, Jain and 
Christian. 

Though the dominant castes account for 
only 36 percent of the victors, in theJanata 
Dal they account for half the victors, three 
lingayats and five vokkaligas. It is signifi¬ 
cant that all the five vokkaliga candidates 
who emerged victorious hailed from the 
Janata Dal. Both the brahmins and the 
remaining dominant caste victors were 
elected on the BJP ticket. All the Congress 
victors belong to non-dominant, non-for¬ 
ward castes. The skewed representation 
from the dominant castes has also been 
noticed in the elections to the stale as.seni- 
bly held in 1994. 

1998 Lok .Sabiia Pou. 

It would be relevant to recall at this 
stage, the major political developments in 
Karnataka subsequent to the 1996 Lok 
.Sahha elections as they appear to have had 
a major impact on the nature of electoral 
preferences expre.s.scd in 1998. The Janata 
Dal'screditablc performance in 1996came 
as a surpri.sc to many political observers 
(including Janata Dal leaders themselves) 
and was a crucial factor in the choice of 
Devc Gowda as the leader of the United 
Front and his sub.scquently becoming 
prime minister. However, the suspension 
of Ramakrishna Hegdc from the Janata 
Dal, within days of the Deve Gowda 
government winning the conlldencc vote 
in the Lok Sabha, shattered the unity which 
had been .so tenuously maintained by the 
party leadership in the state ever since 
1993. The promi.se of unity held out by 
the leadership troika (I Icgde. Bommat and 
Deve Gowda) had played a significant 
role in ensuring the parly’s victory both 
in the 1994 assembly and the 1996 Lok 
Sabha elections. 

Further, the performance of the Janata 
Dai government in the state under the 
leadership of J H Patel lelt much to be 
desired and did not appear to inspire 
confidence among the Janata Dal workers. 
It has been argued that the manner in 
which the state government functioned 
and the forces that appeared to call the 
shots were clearly indicative of the influ¬ 
ence and power wielded by the dominant 
castes. Even among these castes, many 
lingayats - especially in northern 
Karnaiaka - were convinced that the 
vokkaligas alone were manipulating and 
managing power. This development re¬ 
sulted in the gi adual alienation of the other 
backward communities (OBCs), minori¬ 


ties and dalits. The polarisation on caste 
lines within the ruling Janata Dal came to 
the fore when Laloo Prasad Yadav re¬ 
belled against the national leadership of 
the party (which included Deve Gowda), 
with the OBC leaders in the party at the 
state level, using the occasion to express 
their displeasure at the manner in which 
the vokkaligas appeared to control and 
manipulate the government machinery at 
the state level. Several OBC leaders in the 
state Janata Dal, who in the past had been 
staunch supporters of Deve Gowda, now 
openly expressed their dissent at the 
manner in which Deve Gowda’s confi¬ 
dants were attempting to use the state 
machinery for furthering their own caste/ 
personal interests. The above factors had 
a crucial impact on the 1998 poll. The 
clear erosion of the support for the Janata 
Dal was evident in the results of the bye- 
elections to the state assembly held be¬ 
tween 1996 and 1998. 

The formation of the Nava Nirmana 
Vedike and later the Lok Shakti by 
Ramakrishna Hegde triggered off further 
realignment of political forces. While on 
the one hand it permitted the supporters 
of Hegde to unite under his leadership, it 
also provided an alternative to those in the 
Janata Dal who were unhappy with or 
against tho.se controlling the party in the 
state. 

After the 1996 Lok Sabha poll, the 
Congress did attempt to rethink its .strat¬ 
egy in view of its dismal performance in 
the state. As mentioned earlier, though the 
party was relegated to the third position 


in the 1996 poll, in terms of votes it came 
second, way ahead of the BJP. The party 
made serious attempts to widen its support 
base among the OBCs and minorities, 
especially in view of the Janata Dal being 
perceived as a party that served the inter¬ 
ests of the dominant castes. Leaders from 
among the OBC and dalit communities 
were accorded prominent positions in the 
party, including the presidentship of the 
KPCC and leadership of the Congress 
Legislature Party (CLP). With Sitaram 
Kesri taking over as the Congress presi¬ 
dent, the return of Bangarappa and his 
supporters was successfully negotiated 
(later when Bangarappa once again left 
the party many of those who had earlier 
aligned with him preferred to remain in 
the Congress). However, the party was 
unable to launch a serious and sustained 
campaign again.st the lacklustre perfor¬ 
mance of the Janata Dal government in 
the state. The party also found it difficult 
to effectively and convincingly explain its. 
outside support to the United Front govern¬ 
ment at the centre. Above all, the party 
was plagued by .serious infighting and 
absence of an effective state level leader¬ 
ship 

Soon after the 1996 poll, the BJP at¬ 
tempted to consolidate on its performance 
in the elections. The party rcali.sed that 
though it may have emerged second in the 
state, in terms of votes share, it was five 
percentage points behind the Congress. 
When the 13-day Vajpayee government 
was (breed to resign, having failed to 
muster the necessary support in the Lok 


Table 6: Loic Sabha ELEcnoN.s 1196- Rmuonwise PERFoRMANrE 


Region 

Seats Won 





JD INC BJP 

KCP 


Total 

Old Mysore 

9(60) 3 (20) 2(13) 

1 (7) 


15 

Hydcrab.id-Kamaiak 

3 (75) - 1 (2.5) 

- 


4 

Boinbay-Karnalak 

4(66) 1(17) 1(17) 

- 


6 

Coastal-Kamatak 

1 (34) 2 (66) 

- 


3 

Tola! 

16 5 6 

1 


28 

Note The figures in 

brackets are percentages of .seals won. 




Tabi>, 7: Lok Sabha Elfctions 1996 PKRFORMANrE of C«MMUNmFJ!/CA.STES 


Castc/Communily 

Scats Per Cent of Per Cent of State 

Won Seats Won Population* 

JD 

INC 

BJP 

Vokkaligas 

a 17.9 10.8 

5 

- 

- 

Lingayats 

5 17.9 15.3 

3 

- 

2 

Brahmins 

2 7.1 3.5 

- 

- 

2 

Dalits 

4 14.3 16.7 

2 

1 

1 

Idigas 

t 3,6 2.3 

1 

- 

- 

Kiirubas 

1 3 6 6.3 

1 

- 

- 

OBCs/others 

6 21 4 24.1 

3 

2 


Jains 

1 3.6 0.5 


- 

1 

Christians 

1 3.6 2.1 

- 

1 

- 

Muslims 

2 7.1 11.7 

1 

1 


ST 

6.7 





* Based on the figures in Ihe Chinnappa Reddy Report. 
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Sabha, the BJP launched a widespread 
campaign to generate a ‘sympathy wave’. 
The post-poll survey conducted by the 
CSDS soon after the installation of the 
Deve Gowda government in 1996, showed 
that a little over 12 per cent of the respon¬ 
dents favoured Vajpayee as prime minis¬ 
ter. In the pte-poll survey held at the time 
of the announcement of the elections, only 
a little over 4 per cent of the respondents 
favoured him as the prime minister, imply¬ 
ing an 8 percentage point increase in 
support. The party found itself in an ad¬ 
vantageous position as it could highlight 
both the failures of the United Front 
government at the centre as well as the 
pour performance of the Janata Dal state 
government. The party made .serious ef¬ 
forts to win the support of sections of the 
powerful lingayat community in northern 
Karnataka. It is in this context that alliance 
with the Lok Shakti is significant. The 
BJP-Lok Shakti alliance was mutually 
complimentary and the calculation of the 
BJP was that by aligning with the Lok 
Shakti, it would he po.ssibic for the party 
to widen its support base. The strategy 
paid rich dividends. The importance that 
the Karnataka voters attached to the 1998 
poll can be seen from the fact that in all 
the constituencies in the slate, there was 
an increase in the percentage of voter 
tuniout. 

Analysis of 1998 Elrcioral Verdict 

Electoral and political analysts have 
cmphasi.scd the importance of the anti¬ 
incumbency factor in recent elections in 
India. However, in Karnataka the impact 
of the ‘anti-incumbency syndrome’ is 
di.stinct in two significant ways. In mo.sl 
other stales, the principal Opposition party 
was the beneficiary of the anti-incum¬ 
bency mood. In Karnataka, even if it were 
to be conceded that the incumbency factor 
worked again.st the Janata Dal, it must be 
emphasised that the voters were presented 
with two alternatives to the Janata Dal, the 
BJP/Lok Shakti alliance and the Congress. 
Terming the Karnataka verdict as an anti¬ 
incumbency vote would only be partially 
true, as the results also reilected a positive 
preference cxpres.scd in favour of the BJP/ 
Lok Shakti alliance. 

The relegation of the Janata Dal to the 
third position in Karnataka, is likely to 
have a long-term impact on the party's 
role in state politics. The votes share of 
the parly has fallen by nearly 13 percent¬ 
age points. In 2S of the 28 constituencies 
there was a swing of votes against the 
party and in most cases the decline was 
by more than 10 percentage points. The 
party nominees were in the first or second 


position in only six of the 28 constituen¬ 
cies, implying that the party was a prin¬ 
cipal contestant in less than one-fourth of 
the seats. Ten of its candidates lo.st their 
security deposits; of these two were sitting 
MPs and one a .state minister. Nine of the 
10 sitting MPs of the party who sought 
re-election on the party ticket were de¬ 
feated. All the four state ministers who 
contested the elections, were defeated. 

Even though the Congress has improved 
on its previous performance with its' 
votes share having registered an increase 
of over 5 per cent, it was unable to repeat 
its pre-1996 performance of winning a 
majority of seats in the state. Its nominees 
finished first or second in all constituen¬ 
cies save one, indicating that it was a 
pnncipal contestant in 27 of the 28 con¬ 
stituencies. None of its candidates for¬ 
feited their deposits. As mentioned earlier, 
infighting in the party appears to have 
been largely responsible for the defeat of 
the parly candidates in several con¬ 
stituencies. Further, the party preferred to 
rc-nominate many of those who were de¬ 
feated in 1996. Six of those defeated in 
1996 and re-nominated in 1998, had to 
once again taste defeat, some losing by 
wide margins. 

The BJP/l.ok Shakti alliance appears to 
have benefilcd the BJP more than the Lok 
Shakti. Of the i.l seats the BJP won (of 
the 18 it contested), five were seats it 
retained from the previous elections and 
another five seats were those where it had 
come second in 1996 - having lost by 
narrow margins. Only three seats were 
those where it had come third in the 
previous elections. All these three scats 
arc in the Old Mysore region, where the 
influence of the Lok Shakti was largely 
limited. The BJP was a principal contes¬ 
tant - its nominees came first or second 
- in IS of the 18 constituencies in which 
it fielded candidates. Only one of its 
candidates lost his deposit. 

Attention also needs to be focused on 
the Lok Shakti's performance. The party 
was able to win three of the 10 .seats it 
contested. Its candidates came second in 
five constituencies, making it a principal 
contestant in eight of the 10 constituen¬ 
cies Its capacity to ensure the switch of 
Janata Dal votes to the Lok Shakti/BJP 
alliance remains untested as in six of the 
seven constituencies where its candidate.s 
lost, the seats were earlier held by the 
Janata Dal and were wrested by the 
Congress. 

When the electoral performance of the 
various parties is .seen regionwise, it is 
noticed that the BJP did exceptionally 
well in the coastal Kamatak (where it won 


allthe three seatsjandinBombay-Kamaiak 
(where in alliance with the Lok Shakti it 
won ail but one of the .seats). In Old 
Mysore, the BJP was in a position to win 
six of the 14 seats it contested. All the Lok 
Shakti victories were in the Bombay- 
Kamatak region and the party drew a 
blank in the Old Mysore and Hyderabad- 
Kamatak regions. Its poor performance in 
the Hyderabad-Kamatak region needs to 
be taken note of as it had fielded candi¬ 
dates in three of the five constituencies in 
this region claiming them to be its .strong¬ 
holds. All the three Janata Dai victories 
were in the Old Mysore region. While five 
of the Congress victories were in the Old 
Mysore region, the party won three seats 
in the Hyderabad-Kamatak region and 
one seat in the Bombay-Kamatak region. 

If we examine the social background of 
the elected MPs, we find that a significant 
number (15 of the 28) hail from the 
dominant castes - 10 lingayats and five' 
vokkaligas. In the Bombay-Kamatak re¬ 
gion. .save for one reserved scat, in all the 
other constituencies, lingayats have been 
elected. A significant number of the BJP/ 

TabifH Lok Sabha EiimoN'i 1998 

Parly Volar Polled Seals Won .Seals Won 
(Per Ceiil) 


JD 

21 .S 

107 

10 

INC 

36.0 

<2 2 

90 

BJP 

26 9 

46 4 

13.0 

KCP 

II .S 

10 7 

3.0 


Tabu; 9- Lok Sabha Elutions, 1998- Principal 

CONO-STANTS 


Pnncipal Conlestants No of 

Firsi .and Second Po.siion Constiluencics 


BJP-Coagress 

12 

BJP-Januta Dal 

1 

Lok Shako-Congress 

3 

Congress-BJP 

2 

Congress - I .ok Shakli 

S 

Congress - Janata Dal 

2 

Janata Dal - Congress 

3 


TABLh 10' Lok Sabha EiinioN.s, 1998; .Swing 
OF VoTFS iROM 1996 Ijok Sabha EifcnoNS 


Percentage of 
Swing 

Number oi Constituencies 

JD 

INC 

BJP 

More than - 20 

7 

- 

- 

10 to -20 

14 

1 

- 

.S to -10 

3 

1 

- 

-3 to- .3 

- 

4 

- 

0 10 -3 

1 

1 

1 


2.3 

7 

1 

Oto 3 

- 

2 

1 

1 to .3 

- 

1 

3 

.3 to 10 

1 

12 

1 

10 to 20 

2 

4 

10 

More than 20 

- 

2 

2 


3 

21 

17 
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Lok Shakti candidates in the Bombay- 
Kamatak and Hyderabad Kamatak regions 
hailed from the lingayat community and 
as the alliance did well in these regions, 
six of the 13 BJP MPs and two of the three 
Lok Shakti MPs were from this commu¬ 
nity. The number of MPs from the non- 
dominant backward castes has registered 
a sharp decrease. Only five of the Lok 
Sabha MPs from Karnataka belong to the 
OBCs and iif them four were elected on 
the Congress ticket 

Anai.ysis of Survey Data 

An analysis of the data from the survey 
conducted by the CSDS in 1996 and 1998 
indicates interesting trends with regard to 
Karnataka. As it was a panel study, it is 
possible to assess changes in voter pre¬ 
ferences and attitudes across two elec¬ 
tions. The survey data reveals that the 
support lor the Congress was spread over 
all age-groups and remained largely un¬ 
changed from 1996 to 1998. Tn the case 
of the BJP. it has significantly higher 
support among the younger generation 
(below 35 age group) in 1996, while its 
support was more evenly spread out across 
various age groups in 1998. However, if 
the support that the Lok Shakti (the ally 
of the BJP) is taken into account, the 
alliance appears to have greater support 
among the younger generation. In 1996, 
the Janata Dal support was more pro¬ 
nounced among those above 35 years of 
age. In 1998, the decline in support is also 
more pronounced in this category. In 19‘)6. 
the Congress enjoyed greater support 
among women as compared toinen, whi Ic 
in the case of both the Janata Dai and 
the BJP, their support wasmore pronounced 
among men as compared to women. 
However, in 1998 no significant differ¬ 
ence is noticed in this regard. 

A dcci.sive swing of the Muslim vote in 
favourof theJanataDal was apparent from 
the 1996 poll survey 'csults. as was the 
continued suspicion about the BJP among 
this community. This remained largely 
unchanged in 1998. with the slight decline 
in the support that the Janata Dal received 
being transferred largely to the Congress. 
Significantly, the Lok Shakti had little 
support among the minorities and was also 
not in a position to secure for its alliance 
partner any increase in the minority votes. 
While the backward communities voted 
in significant numbers for the Janata Dal 
in 1996, their support .seems to have gone 
the BJP/Lok Sh^ti way in 1998. The 
support for the Congress was evenly spread 
between urban and rural areas in 1996 but 
declined sharply in urban areas in 1998. 
Tlie BJP appeared more popular in urban 
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areas and the Janata Dal in niral areas. The 
Lok Shakti's popularity too. was more 
significant in urban areas. 

The 1996 post-poll survey also clearly 
showed that a majority, a little over 50 per 
cent, of the respondents felt that there has 
been no major change in the relations 
among social groups during the five-year 
period from 1991 to 1996. While 35 per 
cent felt that there was greater harmony 
among social groups during this period 12 
per cent were of the view that tensions 


among social groups had increased. Hw 
response of the voters to the tension re¬ 
solving agencies is revealing. Over one- 
third of the respondents (36 per cent) felt 
that the caste/caste-leaders were the ten¬ 
sion-resolving agency. While 22 per cent 
opined that the police played a major role 
in resolving social tensions another 16 per 
cent pointed out that panchayats help 
resolve social tensions. Only 8 per cent 
felt that the judiciary was the tension¬ 
resolving agency. 


Tabi£ II: Lok Sabha Elechons. 1998: Regionwise Performance 


Region 



Seats Won 



JU 

INC 

BJP 

Lok Shakti 

Total 

Old Mysore 

3(2) 

6(40) 

6(40) 


15 

Hyderabad - Kamatak 


2 (.SO) 

2(50) 


4 

Bonibay-Kamatak 


1 (17) 

2 (33) 

3 (50) 

6 

Coastal Kamatak 



3 (100) 


3 

Total 

3 

9 

13 

3 

28 

Note. The figures in brackets are percentages to scats won. 




Tabie 12: Lok Sabha Elections, 1998: PF.RFORMANrE of Communities/Castes 


Casle/Community 

Seats Won Percentage Percentage 
of Seats Won of State 

Population* 

JD 

INC 

BJP 

Vokkaliga.s 

5 

17.9 

10.8 

2 

1 

2 

Lingayals 

10 

3.5.7 

15.3 

- 

2 

8 

Brahmin.s 

2 

7.1 

3.5 

- 

- 

2 

Dalits 

4 

14 3 

16.7 

1 

1 

2 

Idigas 

1 

3.6 

2.3 

- 

1 

- 

Kurubas 

2 

7.2 

6.3 

- 

1 

I 

OBCs/others 

2 

7 2 

24.1 

- 

2 

- 

Jains 

1 

3.6 

0,5 




Chnstians 

0 

- 

2.1 




Muslims 

1 

3.6 

11.7 




ST 

- 

- 

6.7 





* Based on the figures in the Chinnappa Reddy Report. 

Table 13: Lok Sabha ELKtTioNS, 1998: Who Voted for Whom 



INC 

BJP 

JD 

Lok Shakti 

Age 

25 years and below 

31.8 (29.2) 

22.3 (29.2) 

22.2 (38.1) 

15.0 

26-35 years 

29.3 (36.0) 

31.7 (21.6) 

22.8 (36,9) 

10.6 

36-45 years 

29.8 (31.1) 

29.0(18 9) 

25 0 (43.2) 

8.9 

46-55 years 

29.8 (28.8) 

23.3 (19.2) 

19.2 (48.1) 

12.3 

Sex 

Male 

31.1 (26.6) 

26.3 (24,6) 

21.5 (42.5) 

13.0 

Female 

30.7 (38.2) 

25,9(19.2) 

23.7 (38.2) 

II 5 

Education 

lllilcratc 

36.0 (.39.2) 

20 8 (16..3) 

23.5 (40.5) 

III 

Primary and middle 

25.9 (29.9) 

36.6 (23.7) 

18.8 (40.2) 

9.8 

Intermediate 

23 9 (21.3) 

26.5 (.30.0) 

25.6 (42.5) 

16.2 

Graduate and above 

23.8 (6 7) 

42.9 (60,0) 

14.3 (26.7) 

19.0 

Religion 

Hindu 

29.2 (31.6) 

28.6 (24.1) 

20.0 (39.4) 

13.4 

Muslim 

43.1 (37.8) 

6.9 (6.7) 

3V43.1 (48.9) 

3.4 

Caste 

Schedule ca.ste 

.58.9 (51.9) 

14.4 (1.9) 

11.1 (27.8) 

4.4 

Schedule tribe 

29.1 (40.9) 

9.3 (23.9) 

32.6 (34.1) 

27.9 

OBC 

22.6 (27.9) 

34.4 (24.0) 

24.6 (44.5) 

9.2 

Others 

3.3.9(16.7) 

25.4 (28.6) 

15.3 (50.0) 

16.9 

Locality 

Rural 

33.1 (32.5) 

24.6 (21.0) 

23.9 (41.4) 

10.7 

Urban 

20.4 (31.9) 

33.3 (29.0) 

16.1 (34.8) 

19.4 


* 1996 figures in brackets. 


Economic and Political Weekly August 21-28, 1999 



While more than 70 per cent of the 
respondents felt that there was greater 
harmony among the various caste groups 
today, it is significant to note that just 
about 58 per cent of the respondents felt 
that there was defusing of tension between 
religious groups. A little over 54 per cent 
felt that tensions between dalits and non- 
dalits had reduced. While one of every 
four respondents felt that there was greater 
friction between the rich and the poor, an 
equal number were undecided on the 
question and half the respondents felt rich- 
poor harmony had actually increased. It 
is also significant that while over 60 per 
cent of the respondents fell that members 
of a particular caste voted for different 
parties, only 48 per cent felt that it was 
not important to vote along ca.stc/commu- 
nity lines. A little over 30 percent felt that 
it was important to vote on castc/commu- 
nity lines while 22 per cent were un¬ 
decided in this regard. 

In the light of the formation of a 13-party 
coalition government at the centre, headed 
by a former chief minister of Karnataka, 
in June 1996, the reaction of the respon¬ 
dents in Karnataka, about the feasibility 
and suitability of coalition governments 
merits scrutiny. In the pre-poll survey, 
while 19 per cent of the respondents saw 
nothing wrong in the formation of a 
coalition government, 21 per cent were 
willing to accept a coalition government 
in exceptional circumstances. More than 
onc-third of the respondents (34 per cent) 
were not favourably inclined to the for¬ 
mation of such a government under any 
circumstances. Another significant 26 per 
cent had no opinion on the subject. The 
post-poll survey was conducted in 
Karnataka, after Devc Gowda had become 
prime minister. Only 28 per cent of the 
respondents favoured a coalition govern¬ 
ment and 23 per cent were for fresh elec¬ 
tions. The number of respondents who had 
no opinion on the subject had risen to 48 
per cent. It is interesting to note that the 
support for a coalition government had 
dropped especially after its formation at 
the centre. During the pre-poll survey the 
percentage of respondents willing to 
experiment with coalitions was higher as 
compared to.those in the post-poll period. 

A reaction in the post-poll survey, linked 
to the lukewarm respon.se to coalition 
governments, is that nearly 22 percent felt 
that the Congress should have formed the 
government after the poll and another 14 
per cent supported the BJP’s claim. Only 
13 per cent justified the United Front’s 
assuming office at the centre. Once again, 
nearly 40 percent of the respondents were 
undecided. The respondents’ response to 


the question who was their choice for 
prime ministership reveals interesting 
trends. During the pre-poll survey, 
Narasimha Rao was favoured by nearly 
15 percent of the respondents and Vajpayee 
was supported by a little over 4 per cent. 
Hegde was considered most suitable by 
5 per cent of the respondenu. In the post¬ 
poll survey, held after Deve Gowda had 
become prime minister, the support for 
Narasimha Rao dropped to just below 13 
per cent and rose in the case of Vajpayee 
to over 12 per cent. Nearly 19 per cent 
of the respondents favoured Deve Gowda 
as prime minister. The first prime minister 
from Karnataka had significant support in 
his home state though the support for 
Vajpayee also registered a substantial 
increase. 

Emeroino Politicai, Trends 

In the past, whenever the ruling party 
in the state faired badly in the Lok Sabha 
elections, political compulsions cither 
necessitated the dissolution of the assem¬ 
bly and the holding of fresh elections 
(1971, 1984) or resulted in mass defec¬ 
tions to the party that emerged victorious 
in the Lok Sabha poll and the formation 
of an alternative government (1980). This 
time around it was anticipated that in the 
event of the Janata Dal facing a rout in 
the poll eitherthc niling party MLAs would 
join the Lok Shakti in large numbers, 
resulting in the formation of an alternative 
government or the assembly would be 
dissolved causing fresh elections. How¬ 
ever. no such developments took place. 
With Lok Shakti leader Ramakrishna 
Hegde joining the Vajpayee cabinet, the 
Janata Dal MLAs were reluctant to join 
the Lok Shakti, in view of their reserva¬ 
tions about who would lead the alternative 
Lok Shakti/BJP government. Further, the 
BJP was not too enthusiastic about the 
formation of a Lok Shakti/BJP govern¬ 
ment with the help of Janata Dal MLAs 
crossing over to the Lok Shakti as such 
a government would have the Lok Shakti 
in the drivers seat with the BJP having to 
play second fiddle. Both the BJP and the 
Lok Shakti did not appear keen on fresh 
elections, as such a development had the 
potential to adversely affect their alliance, 
in the event of an assembly poll, the BJP/ 
Lok Shakti alliance would come under 
severe strain on the question of which 
party should be the senior partner. In the 
light of the slim majority of the BJP-led 
government, neither the BJP nor the Lok 
Shakti were keen to take any step that 
would adversely affect the stability of the 
central government. The Congress too, did 
not seem to favour immediate elections. 


The party was unhappy with its per¬ 
formance in the Lok Sabha poll and wished 
to further stabilise its position in the state. 
Besidesca.shing in on the non-performance 
of the Janata Dal government in the state, 
the Congress hoped that the problems that 
the BJP-led coalition government at the 
centre was likely to face, would result in 
the erosion of its support and return of the 
voters to the Congress. It thus suited all 
the major players m Karnataka to maintain 
the status quo and permit the assembly to 
complete its full term. 

Over the la.st 18 months, since the 1998 
Lok Sabha elections, signiiicant political 
developments have been witnessed in 
Karnataka. Sitting in the opposition (both 
at the centre and in the state), the Congress 
saw itself as the ‘natural choice' of the 
electorate in the next assembly poll. In 
order to attract the support of the dominant 
vokkaliga community, an inllucntial leader 
from this community was appointed as 
state Congress president. Leaders from 
the other dominant castes - the lingayats 
and those from backward communities 
were appointed to other important posi¬ 
tions, in order to balance the social equa¬ 
tions. However infighting continued to 
plague the party Two developments need 
to be noted in this context. The Congress 
admitted to its fold several Janata Dal 
leaders and those who had joined 
Ramakrishna Hegde's non-political outfit 
the NavaNirmana Vedike.This has caused 
intense heartburn among the Congress 
‘loyalists’. Secondly, party leaders from 
the influential lingayat community, have 
felt sidelined and one of them (who was 
i n the race for .state Congress presidentship) 
has left the party to join the BJP. 

The Ink Shakti has done little to con- 
.solidate its base in the state. With Hegde 
joining the government at the centre, his 
interests in state politics appears to have 
waned, resulting tn the state leadership of 
the Lok Shakti being left to deal with 
developments in the state. Further, Hegde 
made little effort to iron out the differ¬ 
ences between those in the Lok Shakti and 
the Nava Nirmana Vedike (the Vedike 
was a non-political platform created by 
Hegde when he was expelled from the 
Janata Dal and continued even after the 
Lok Shakti was formed in order to accom¬ 
modate (ho.se Janata Dai MLAs who had 
aligned with Hegde but did not wish to 
suffer disqualification under the Anti- 
Defection I^w). This rc.sulted in many 
Vedike leaders joining the Congress. 

The ruling Janata Dal continued with 
its lacklustre performance. Differences be¬ 
tween Deve Gowda and chief minister J H 
Patel surfaced from time to time. The 
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increased interference of Deve Gowda’s 
supporters (including his two sons, one of 
whom was a minister in the state govern¬ 
ment) in the state administration further 
increased the tensions between Patel and 
Deve Gowda. 

The BJP has attempted to further con¬ 
solidate on its electoral success in the 
1998 polls. Having led in 95 of the 224 
assembly segments in the 1998 Lok Sabha 
poll, the party hoped that with the support 
of the Lok Shakti (which led in 25 assem¬ 
bly segments - making a total of 120 of 
the 224 assembly segments) it would be 
in a position to form the government. 

The split in the ruling Janata Dal on the 
eve of the Lok Sabha and assembly polls 
is a development of immense political 
importance and may significantly effect 
the electoral prospects of the major po¬ 
litical players. The realignment of politi¬ 
cal forces was a natural corollary to the 
internal developments in the Janata Dal 
in recent years. It is the culmination of a 
process, which began, with the suspension 
of Ramakrishna Hegde from the Janata 
Dal, .soon after Deve Gowda became prime 
minister. It needs to be borne in mind that 
in 1996, Hegde had a major role to play 
in the choice of J H Patel as the leader 
of the Janata Dal Legislature Party in 
Karnataka. Deve Gowda had favoured 
Siddaramaiah for this position. Patel has 
for many years been regarded as a Hegde 
loyalist. The blatant interference in the 
administration by Deve Gowda's support¬ 
ers during Patel's reign and the chief 
minister's inability to arrest the trend and 
the anointing of Siddaramaiah as the chief 
minister-in-waiting, should the Janata Dal 
win the assembly elections, were ail in¬ 
dicative of the increased tensions between 
Patel and Deve Gowda. Further, many of 
those who have aligned with the Patel 
faction of the Janata Dal were erstwhile 
staunch supporters of Deve Gowda who 
developed serious differences with him in 
recent years. With the Patel faction of the 
Janata Dal aligning wiih the Lok Shakti 
and supporting the National Democratic 
Alliance (NDA), the bargaining power of 
the latter has increased tremendously. It 
appears as if the BJP, in spite of its oppo¬ 
sition to the entry of the Janata Dal faction 
into the NDA. would have to reconcile 
itself toconceding more seats than it would 
have earlier, to the Lok Shakti/Janata Dal 
(Patel)combine in Karnataka. Even though 
the BJP won in 95 of the 224 assembly 
segments in the 1998 Lok Sabha elections, 
to be able to defeat the Congress an al¬ 
liance with the Lok Shakti/Janata Dal 
(Patel) is crucial. Even in the 1998 Lok 
Sabha elections, ihc Congress was a 


principal contestant (in the first or second 
position) in 27 of the 28 constituencies, 
while the BJP/Lok Shakti alliance was a 
principal contestant in 25 of the 28 con¬ 
stituencies. Earlier, in the 1994 assembly 
elections, the BJP. was a principal con¬ 
testant in only 64 of the 224 constituencies 
whereas the Congress was a principal 
contestant in as many as 158 of the 224 
constituencies [Shastri 1995:20-241. The 
Congress has been shocked out of its 
complacency after the recent split in the 
Janata Dal. An alliance between the BJP- 
Lok Shakti- Janata Dal (Patel), would result 
in a near one-to-one contest, between the 
alliance and the Congress with the third 
force (Janata Dal - Deve Gowda faction) 
being relegated to the background. From 
tri-polar electoral contests, Karnataka 
seems to be heading towards a bi-polar 
alliance system. 

Notes 

1 The term Congress Paity is used in refer to 
the Indian National Congress prior to l%9. 
the Indian National Congress from 1969 to 
1971. Indian National Congress from 1971 to 
I97K and the Indian National Congress! I) after 
1978 

2 While using Ihc term Janata Dal, tlic reference 
IS to the Janata Party from 1977 to 1989. 

3 Though H D Deve Gowda was elected to the 
Lok Sabha in 1991 from Hassan (Karnataka), 
he h.'id contested on the Samajwadi Party ticket. 

4 Section 158 of the Representation ot Peoples 
Act 19.51, states that a candidate who secures 
less than 1/6 of the votes polled, forfeits the 
security deposit. 

5 While calculating the votes polled by patties 
in the 1994 assembly elections, the eight 
assembly constituencies which form pan of 
one parliamentary constituency are taken 
together 

6 The margin of victory has been calculated in 
tenns of the percentage of valid votes polled. 


in view 'of the fact that the dectoiale, voter 
turn out and nuriiber valid voles varies con¬ 
siderably from constituency to constituency. 
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We are a group of historians, sociologists and anthropologists 
working on the sociology of religion and religious communities 
in India. In order to explore what we see as some of the 
inadequacies of the sociological framework in dealing with 
religious communities, we are planning a workshop in March 
2000. Our main concerns centre around the issues of devel¬ 
oping a historicized approach to the study of religion, to ex¬ 
panding the sociology of the relation between text and practice 
and understanding the interaction between the different reli¬ 
gious streams. These as well as specific issues relating to the 
study of religious groups such as the question of the text, 
conversion, 'syncretism'’, and social organization will be some 
of the themes of the workshop. 

Comments, suggestions and enquiries can be sent to Rowena 
Robinson, Dept, of Humanities, Indian Institute of Technology, 
Powai, Mumbai 400 076. Email rw@hss.iitb.ernet.in 
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Political Realignments in Post-NTR 
Andhra Pradesh 

K Sriniviauiu 
Prakash Sarangi 

The volatility of the electoral performances of Telugu Desam Party and Congress in the post-N T Rama 
Rao Andhra Pradesh could be symptomatic of deeper changes in their social bases. The voters have accepted 
Chandrababu Naidu as NTR’s successor, and have continued to accept him as such even after he moved 
away from some of NTR’s policies. But the OBC, ST and Muslim supporters ofTDP have .shown some unease 
recently. Both the TDP and the Congress experienced seat changes and swings in their vote margins in 
1998 elections with the BJP deriving some benefit from this. 


THE political scenario in the post-N T 
Rama Rao phase of AP politics has been 
characterised by both continuity and 
change. While the continuity is transpar¬ 
ent in the dominant presence of the Telugu 
Desam Party (Naidu) (TDPN) and 
Congress(l) in the state politics, the change 
is something that defies precise characteri¬ 
sation. Electoral terrain is not merely a 
held of contest atnong political parties fur 
power but significantly also a site of parti¬ 
cipation and articulation by popu lar classes 
of their interests and aspirations (and their 
co-optation by competing parties). 

The orchc.strated view is that the 1996 
and 1998 Lok Sabha elections, keenly 
conte.stcd by the rival Telugu Desam groups 

- TDPN and TDP Lakshmi Parvati 
(TDPLP) - for the political legacy of N T 
Rama Rao (NTR), and between them and 
the Congrcss(I), have settled the .social 
forces between the TDPN and the 
Congress(I) as two major players in the 
political arena. This view could be a very' 
limited reading of the signincance of these 
elections. The .seat changes and increa.sed 
vote margins witnessed in these elections 
between the TDPN and the Congress(l) 
on the one hand and between them and 
the BJP on the other have been attributed 
in the popular press to the local specifici¬ 
ties. What is lost sight of in this crass 
empiricism is the possibility that the 
volatility evident in the electoral perfor¬ 
mance of dominant parties in the post- 
NTR period could be symptomatic of 
deeper changes in their .social bases. Here 
an attempt is made, by locating these two 
elections in a historical perspective, at 
reading the electoral fluidity as indicative 
of a realignment of social forces carving 
out political space for an alternative arti¬ 
culation, the precise form and character 
of which is yet to crystallise. 

The state of Andhra Pradesh was formed 
in November 1956, by merging Telangana 

- a region of nineTelugu-speaking distriets 


of the erstwhile Hyderabad state with the 
11 districts of the Andhra state. The 
Hyderabad state which was under the rule 
of the Nizam became a part of the Indian 
union as a result of the police action in 
September 1948. The people of Hyderabad, 
under the leadership of the Communi.st 
Party of India (CPI), had waged a pro¬ 
longed struggle against the Nizam's op¬ 
pressive rule. The Congress Party had also 
been in the forefront of the people's 
struggle in this urea. The Andhra state on 
the other hand, was formed in October 
1953 by separating the Telugu-speaking 
districts of the Madras presidency, con- 
.sequent upon an agitation by the Telugu- 
speaking people for a separate state of 
their own. The Andhra state it.sclf con¬ 
sisted of two regions; the rich and fertile 
coastal Andhra districts and the poor and 
backward districts of Rayalasecma region. 
Thus the present Andhra Pradesh compruses 
of three geographical regionsof Telangana, 
coastal Andhra and Rayala.seema,' each 
with its distinct regional profile. Each 
region's history, socio-economic develop¬ 
ment and political culture are invariably 
reflected in the electoral processes and 
outcomes. 

Caste has been the basis of political 
grouping and mobilisation of electoral 
support in the state right from the begin¬ 
ning. Reddys and kammas, who constitute 
only 6.5 and 4.8 per cent of the state's 
population respectively, are the two po¬ 
litically dominant communities. The most 
important source of their power has been 
their control over land lElliol 1970]. As 
the major landholders and occupants of 
important positions in the villages, they 
have traditionally controlled village po¬ 
litical life. In the course of time they have 
expanded theiractivities intoother spheres 
of the economy, i e, business, tran.sport, 
contracts and industry [Upadhya 1988; 
1997]. The reddys are distributed in all 
the three regions of the state, but their 


dominance is noticeable especially in 
the Telangana and Rayalascema regions. 
The kammas, on the other hand, are 
dominant primarily in the coastal districts 
and their influence in other regions is 
negligible. 

The brahmins arc numerically very 
small, comprising as they do, a mere 3 per 
cent. They were politically active during 
nationalist movement. They are not an 
economically powerful group, and hence, 
their influence has declined during the last 
few decades^ Among the other forward 
class peasant ca.stcs, the kapu.s, velamas 
and rajus are important castes that matter 
to a significant extent in state politics 
though they arc confined only to smaller 
pockets in tenns of their numerical pres¬ 
ence and influence. The other backward 
castes (OBCs) comprising 46.1 per cent 
constitute a very large proportion of the 
state's population [Reddy 1989). There 
has been process of gradual rcali.sation of 
their numerical strength and collective 
interests in political and economic spheres, 
among the.se castes v'hich became increas¬ 
ingly visible in the post-emergency pe¬ 
riod. This is a con.sequcnce of the process 
of economic development, state policies 
and expansion of educational opportuni¬ 
ties and the politics of patronage pursued 
by the Congress under Indira Gandhi. Thus 
they are in a position today to challenge 
'he traditional landowning castes in the 
rural areas. The scheduled castes (SCs), 
constituting 15.5 per cent of the popula¬ 
tion, arc gradually emerging as a politi¬ 
cally salient group. The two most numer¬ 
ous castes among them, the malas and 
madigas, comprising the bulk of agricul¬ 
tural labour arc present all over the state. 
Andhra Pradesh has 6 per cent tribal 
population which is largely concentrated 
in the forest areas of the Andhra and 
Telangana regions. Similarly, the Muslims 
who constitute about 8 |jer cent of the 
state’s population have their distinctive 
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impact on the politics of the Telan^ana 
and Rayalasecma regions. 

1 

Era of Congress Dominance 

The dominance of the Congress Party 
in the political history of Andhra Pradesh 
continued uninterrupted for three decades 
till it was upset by the TDP in the 1983 
as.scmhly elections. In the early years of 
independence, this region had witnessed 
a credible anti-Congress ideological ar¬ 
ticulation and popular vote. The left, 
comprising of the communists and differ¬ 
ent shades of socialists, was the mainstay 
of this oppt^sition both in the Telangana 
region of Hyderabad state and Andhra 
state. Their failure to evolve into an alter¬ 
native strong enough to displace theCong- 
ress is an instance of a lost possibi lity. After 
the formation of Andhra Pradesh state, the 
left has registed a gradual decline both or¬ 
ganisationally and ideologically. Organis¬ 
ationally, it had been weakened and ideo¬ 
logically it got diffused as a result of suc¬ 
cessive splits following serious disputes 
on crucial politico-ideological questions. 

In contrast to the left, the Congress 
during this period, displayed tremendous 
dynamism and political tact in tackling the 
challenges facing it. By conceding the 
demand for the ‘Vishalandhra* state, 
organised on a linguistic basis, the Con¬ 
gress virtually hijacked an important issue 
of the left agenda. Further, through dif¬ 
ferent agrarian reform measures, like the 
/amindari and jagirdari abolition, tenancy 
and land refonn legislations, the Congress 
regime sought to address the crucial agrar¬ 
ian and land questions brought to the centre 
of Indian politics by the agrarian struggles 
of the 1940.S. The overall changes, induced 
by the earlier agrarian radicalism and 
subsequent state reform have substantially 
altered the agrarian structure thus leading 
to the decline of the support base of the 
left. Added to these factors, there was 
ideological confusion and uncertainty in 
the communist camp as a result of Soviet 
Union’s support for the Congress Party’s 
formal commitment to create a 'socialist 
pattern of society’. In part, this confusion 
and uncertainty was both a cause and an 
effect of the split in the party between the 
CPI and CPI(M). In the meanwhile, the 
Congress Party was consolidating its 
position by accommodating in its fold, 
splinter groups which had earlier defected 
from the party, especially the Krishikar 
Lok Party of N G Ranga and Kisan 
Ma/.door Party of T Prakasam. It was also 
trying very hard to win over sizeable 
support from the Muslim community 
which was disenchanted after the police 


action and the merger of Hyderabad in the 
Indian union. 

The Congress Party maintained its 
absolute supremacy fw almost two and a 
half decades, starting from the state’s first 
election in 1957 (Tables 1 and 2). In the 
five elections to the legislative assembly 
during this period, it won between 57.5 
per cent and76.3 percent seats and between 
39.3 per cent and 52.3 per cent votes. In 
the six Lok Sabha elections during this 
period, its share of seats in the state varied 
from 68.3 per cent to 97.6 per cent and 
Its vote share varied from 46.8 per cent 
to 57.4 percent. It is interesting to note that 
the Congress Party did not lose its domi¬ 
nance in any of the elections, not even in 
the 1967 election when it lost power in 
as many as eight states nor in the 1977 
election, when it was completely routed 
in almost every comer of the country. On 
the contrary, it sent a record number of 
41 members to the Lok Sabha in 1977. 
Thus, the Congress Party’s performance 
during this period was significantly better 
than that of any other politieal party. Apart 
from the communist parties, the other 
parties which contested elections at dif¬ 
ferent phases but had only a marginal 
influence on the state’s politics were the 
Swatantra Party, the Jan Sangh. Socialist 
Party, Praja Socialist Party, Republican 
Party of India, Majlis-e-Ittehadul- 
Muslimeen, Congress (O) and Janata Party. 

The Congress Party’s sterling electoral 
performance during this period however, 
conceals a major weakness, its internal 
factionalism. It was the clash of person¬ 
alities among Congress leaders which was 
reflected in several powerful agitations in 
the state: for a steel plant during the mid- 
1960s, for a separate Telangana in the late 
1960s and the Jai Andhra movement in 
the early 1970s. These agitations also partly 
symboli.sed a struggle for power among 
di fferent strata of society. Several of Indira 
Gandhi’s initiatives in introducing socio¬ 
economic programmes aimed at address¬ 
ing the interests of, and rallying the sup¬ 


port of marginalised groups like backward 
castes, dalits, tribals and women. 

Indira Gandhi’s populist radicalism and 
political strategy of mobilisation and 
accommodation of marginalised groups 
was instrumental in increasing the social 
polarisation along both caste and class 
lines. This not only led to the breakdown 
of the traditional patron-client relation¬ 
ships at the local level but also paved the 
way for the decline of the political control 
of dominant landed ca.stes. Indira Gandhi’s 
populism and radical rhetoric, by raising 
the aspirations and expectations of the 
marginalised social groups and commu¬ 
nities, opened up a new phase of political 
contradictions. Thus caught up in the 
contradictions and intense factionalism - 
a reflection of the contradictions - the 
Congress under Indira Gandhi increas¬ 
ingly resorted to centralisation of power; 
at the political organisational level in the 
high command of the party and at the 
governmental level in the centre. The con-, 
sequence of this process was the erosion 
of regional leadership and initiative. The 
failure of the Congress Party to accom¬ 
modate contending interests, its inability 
to channelise the politicisation of 
marginalised communities opened up new 
political possibilities. It is against this 
background that the emergence of the TDP 
in AP has to be appreciated. 

II 

Emergence of Telugu Desam Party 

I'he 1980s brought about an important 
change in the political hi.story of the state. 
The Congress Patty tasted defeat for the 
first time in the electoral history of the 
state. It was a sequel to the intra-party 
factional conflict and repeated ‘diktat’ from 
the ‘high command’ leading to frequent 
changes of chief ministers, as witnessed 
by four changes in a five-year period 
preceding the 1983 assembly elections. 
As a reaction to these centralising tenden¬ 
cies in the Congress, a regional party 
emerged with a proclaimed objective to 


Table I: Lok Sabha Election 


Year 

Total Turnout 
Seals (Per Cent) 

INC 

JNP 

BLD(1977) 
SWA (1962-71) 

CPI+CPM 


Others 


Seats 

Vote 

Seats 

Vote 

.Seats 

Vote 

Party 

Seats 

Vote 

I9.-52 

2.5 

44.7 

14 

40.1 

- 

- 

- 

- 

PDF 

7 

28.2 

I9.‘i7 

4? 

4,3 9 

37 

51.5 

- 

- 

2 

12.0 

PDF 

2 

11.0 

1962 

43 

64.7 

34 

48-.0 

1 

14.9 

7 

21.0 

BJS 

- 

1.2 

1967 

41 

68 7 

35 

46.8 

3 

13.8 

1 

11.4 

CPM 

- 

7.4 

1971 

41 

59.1 

28 

.55.7 

- 

- 

1 

5.9 

TPS 

10 

14.3 

1977 

42 

62.5 

41 

57.4 

1 

32.3 


2.7 

CPM 

- 

4.7 

1980 

42 

.56.9 

41 

56.2 

- 

6.4 


3.7 

INCU 

1 

7.2 

1984 

42 

69.0 

6 

41.8 

1 

1.2 

1 

1.9 

TDP 

30 

44.8 


Notes' Remaining seats and vote have gone to either other minor parties or independents. 
'Vote' is per cent to total votes cast. 


2450 


Economic and Political Weekly August 21-28, 1999 



represent the interests of Telugu people. 
N T Rama Rao, a popular film star, 
launched the TDP pn March 29, 1982 
which within nine months of its formation 
emerged victorious in the 1983 assembly 
elections by successfully rallying the non- 
Congress vote. The TDP won 202 seats 
outof atotai of294, whereas the Congress 
Party could secure only 60 seats. The CPI 
and CPM got four and five seats respec¬ 
tively. Only one seat went to the Janata 
Dal and three to the Bharatiya Janata Party 
(BJP) (Table 2). For the first time a non- 
Congress government was established. A 
similar pattern was discernible in the 1984 
Lok Sabha elections which followed 
shoitly, after dramatic developments at 
the slate and national levels.^ The Con¬ 
gress Party secured only six seats out of 
a total of the 42 it contested, with 41.8 
per cent votes, whereas the TDP got 30 
out of the 34 seats it contested with 44.8 
per cent votes (Table 1). This was in spite 
of a sympathy wave in favour of the 
Congrcss(I) following the assassination of 
Indira Gandhi. 

The emergence of NTR as a political 
force not only changed the course of 
political developments but also the very 
sty leof politics itself. “While Indira Gandhi 
broke patron-client ties at the local level, 
she herself emerged as the key patron. 
This trend initiated the process of 
‘depoliticisation’ of party workers which 
ended in loss of credibility of Congress 
politicians. Thus, NTR, who was a new¬ 
comer to politics, enjoyed greater cred¬ 
ibility than most men long associated with 
public life” [Reddy 1989]. Starting with 
the slogan of protecting the ‘self-respect’ 
of the Telugu people, which he claimed 
had been lost during Congress rule, he 
went on to unfold his specific programmes 
to promote the welfare of the Telugus. A 
mythological hero on the celluloid screen 
was transformed into a real life hero of 
the masses. He used the Telugu sentiment 
very well during election campaigns. He 
reached out to the masses by personally 
touring the state aboard his ‘Chaitanya 
Ratham’ - a campaign vehicle fitted with 
gadgets like a public address system. His 


use of cassettes, posters and cut-outs 
symbolised new modes of effective politi¬ 
cal communication. 

NTR's entry into politics also altered 
the traditional caste calculus in the state’s 
electoral politics. The kamma caste, which 
has come to play a dynamic role in the 
state economy, could never .secure a chief 
ministership during the Congress regime, 
though there were six chief ministers 
belonging to the rival reddy caste. NTR, 
being a kamma, could become a rallying 
point for the kamma groups by providing 
them with an opportunity to realise their 
political ambitions and demonstrate their 
potentialities. He tried to create a support 
base among the backward castes, rural 
poor and women by means of several 
populist policies and by facilitating their 
accommodation in the power structure. 

An event of critical significance to the 
consolidation of NTR in state politics was 
the revolt of a section within the TDP in 
1984. Nadcndla Bhaskar Rao, NTR’s 
finance minister, revolted against Nl'R 
and became the chief minister with the 
support of the Congress after having got 
NTR dismissed from thechief ministership. 
NTR went back to the masses with an 
appeal to ‘.save demtxiracy’. He was re¬ 
instated in power within a month because 
of massive public protest. But he recom¬ 
mended the dissolution of the a.sscmbly 
and fresh elections were conducted in 
March 1985. This time NTR entered into 
seat adjustments with non-Congrcss(l) 
parties like CPI, CPM, Janata and BJP 
NTR’s TDP cornered as many as 202 
seats, more than what it had bagged in 
1983; the Congress could secure only 50 
seats. With this massive mandate, NTR 
went ahead with a vengeance to introduce 
his welfare schemes and administrative 
reform.s. He became very popular with his 
subsidised rice scheme, which provided 
rice at Rs 2 a kilo for the poor and a slab 
rate of electricity for the farmers. To strike 
at an important institutional support base 
of the Congress, NTR abolished the vil¬ 
lage officers system, ‘patel-patwaris’, and 
to make the bureaucracy responsive to the 
people NTR initiated administrative 


decentralisation by dismantling revenut- 
taluka and panchayat samitis.^ 

The next assembly and Lok Sabh. 
elections were held in 1989, in which the 
TDP Inst its dominant position to the 
Congress(I). The latter bagged 181 seats 
in the assembly and came back to power 
after a gap of seven years. The TDP won 
only 74 scats. Similarly, in the Lok Saf lia 
elections, the Congress Party secured 39 
out of 42 scats and 51 per cent votes 
whereas TDP secured a mere two seats and 
34.5 per cent votes. This position of tte 
Congress Party suffered a setback in the 
1991 Lok Sabha election when it won 25 
scats and 45.6 per cent votes. While the 
TDP increased its share to 13 seats and 
32.3 percent votes (Table 3). This election 
marked also the entry of the Bahujan Samaj 
Party (BSP) into thcelection fray in Andhra 
Pradesh. It contested 77 seats, but could 
not secure even a single scat. Though the 
Congress Party came back to power it did 
not .seem to have learnt anything from its 
past mistakes. It continued with the old 
cultureof internal bickerings and factional 
conflicts FtTsulting in frequent change of 
chief ministers. The.sc factors in a signi¬ 
ficant sense contri bulcd to t he TDP's come¬ 
back to poweV in the 1994 elections. 

In the assembly elections of December 
1994, the TDP swept the polls capturing 
a massive 717 seats (251, if the share of 
its allies. CPI and CPM. is added) out of 
a total of 292 scats for which elections 
were held. The Congress Party won only 
25 seats. The vote share of TDP and its 
allies was 49.5 per cent compared to 33.2 
per cent of the Congress. In the coastal 
region, the TDP won 105 .seats out of a 
total of 133 scats, compared to the Con¬ 
gress Party’s poor performance in secur¬ 
ing only 10 .scats. In 1 elangana region, the 
TDP won 69 scats out of a total of 107 
seats. The Congress could secure only six 
seats, the lowest ever. Out of a total of 
52 .seats in the Rayala.sccma region, the 
TDP secured 40 scats compared to 10 of 
the Congress. The TDP also established 
its strong presence in the SC and ST 
constituencies. Out ot a total of 39 SC 
.seats, it won 28. while the Congre.ss won 


Tabu 2' Vidhan Sabha EiJEenoN 


Year 

Total 

Seats 

Turn¬ 

out 

INC 

CPI 

JNP SWA (1962-72) 



Others 



Seats 

Vote 

Seats 

Vote 

Seats 

Vote 

Party 

Seats 

Vole 

Party 

.Seats 

Vote 

1957 

301 

73.1 

187 

41.7 

15 

22.2 

- 


PDF 

22 

76 

PSP 

14 

5.6 

1962 


65.1 

177 

47.3 

51 

19.5 

19 


SOC 

2 

06 

- 

- 

- 

1967 

287 

69.6 

165 

45.4 

11 

7.8 

29 

9.8 

CPM 

9 

7.6 

BJS 

3 

2.1 

1972 

287 

63.5 

219 

52.3 

7 

6.0 

2 

2.0 

CPM 

1 

3 4 

STPS 

1 

t.7 

1978 

294 

72.9 

175 

39.3 

6 

2.5 

60 

28.9 

INCU 

30 

17 0 

CPM 

8 

2.7 

198.1 

294 

68.7 

60 

33.6 

4 

2.8 

1 

1.0 

TDP 

202 

46 3 

CPM 

5 


1985 

294 

67.6 

50 

37.5 

II 

2.7 

3 

0.8 

TDP 

202 

46 2 

CPM 

II 

2.3 


Notes: Remaining seats and vote have gone to either other minor parties or independents. 
‘Vote’ is per cent to total votes cast. 
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only two. CPI and CPM, the TDP’s allies, 
got four and five seats respectively. All 
the 14 ST .seats were captured by the TDP 
and its allies. 

Strategic to the TDP’s overwhelnaing 
victory in the 1994 assembly elections 
were the promises of prohibition, 
subsidi.sed rice, allotment of house sites 
and the supply of subsidised janata cloth. 
These promi.ses could capture the imagi¬ 
nation of the weaker sections, especially 
the SCs, and OBCs. Crucial to the analysis 
of this appeal are the statewide womens 
movements against arrack and the dilution 
of the subsidised rice scheme during the 
Congress rule (1989-94). As a result, the 
Congress campaign that these welfare 
programmes cut into developmental ex¬ 
penditure did not cut much ice. In any 
case, benefits from developmental 
programmes are not likely to be as tan¬ 
gible as tho.se from welfare schemes. That 
most of these subsidy expenditures were 
extracted from the cxci.se revenues and 
that there could be a difficulty in continu¬ 
ing cither the welfare schemes or NTR’s 
new slogan for total prohibition, did not 
register in the minds of voters. On the 
contrary, a combination of both the 
schemes appealed to the electorate, espe¬ 
cially the women voters in rural areas, 
most of whom voted for the TDP. In the 
1994 elections, there was also a clear shift 
of Muslim votes from the Congress to the 
TDP. It could be because the Muslims in 
the state held the Congressd) and the BJP 
equally responsible for the demolition of 
the Babri masjid. Added to this, NTR's 
earlier tenure as chief minister (1983-89) 
was remarkable for its maintenance of 
communal harmony. 

The entry of B.SP into state politics in 
a big way during the 1994 assembly elec¬ 
tions raised some hopes of a third force 
in the state. BSP supremo Kanshi Ram 
generated initial euphoria among the SCs. 
STs and OBCs by raising the slogan of 
political power to ‘bahujans’ (majority). 
There was anticipation that the BSP would 
be able to cut into the fortunes of both the 
Congressd) and the TDP [Srinivasulu 
1994]. It could not win a single seat though 
it conte.sted from 218 constituencies. In 
fact, all candidates except one lost their 
deposits. Only 12 candidates could secure 
more than S.tXX) votes. The failure of the 
BSP to take off in the state’s politics could 
be attributed to the disenchantment in the 
ranks because of the arrogance and au¬ 
thoritarian attitude of Kanshi Ram. But his 
attempt to organise the votes of the weaker 
section.s under one banner might have a 
lasting impact on the state's polities in the 
future. 
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NTR’s Legacy and 1996 Elections 

Crucial to the analysis of the 1996 Lok 
Sabha election in the state are: the removal 
of N T Rama Rao from chief ministership 
in Augu.st 1995 and his death four months 
later. After NTR’s comeback to power in 
1994. the TDP which had all along ap¬ 
peared as a monolithic organisation under 
the total grip of the supremo, saw an 
internecine .struggle in its rank and file 
which finally culminated in the coup 
against NTR. The chief reason for this was 
the perception among NTR’s family 
members of an increasing political hold 
of Lakshmi Parvathi, NTR’s biographer- 
tumed-second wife, over NTR. NTR’s 
son-in-law, Nara Chandrababu Naidu. 
supported by family members, success¬ 
fully rallied the support of 190 MLAs and 
forced NTR to rcsignfromthechief minister¬ 
ship, and himself assumed the leadership 
of both the party and the government. 
Though this coup resembled the one 
engineered by Nadendia Bhaskar Rao in 
1984, this time there was neither a sym¬ 
pathetic press nor any significant popular 
prote.st to bring NTR hack into power. 

Further, with NTR’s death on January 
18, 1996 the political scenario in the .state 
changed significantly. The family mem¬ 
bers. who had earlier quarreled for power, 
now started fighting not only for his dead 
body and property but also for his political 
legacy. Naidu. with the power of state 
government in hand, had already walked 
away with the support of the rank and file 
of the party. He was determined to show 
that the TDP electorate were also with 
him. Lakshmi Parvathi, heading the NTR 
faction now named TDPLP. on the con¬ 


trary. wanted to |»ove that the mandate 
of the 1994 assembly elections was for 
NTR and (hat the same electors would 
legitimise her own choice as NTR’s po¬ 
litical heiress. 

Thus by the accident of circumstances 
Lakshmi Parvathi emerged as a new player 
in Andhra Pradesh politics. Her only 
political capital was the popular sympathy 
at NTR’s demise: she carved out a niche 
for herself, however, by adding to this her 
own oratoriai skills. She went round the 
stale exhorting people to undo the injus¬ 
tice meted out to her husband and van¬ 
quish the ‘back-stabbers’. Public response 
was unprecedented, as evidenced in her 
first public meeting ‘SimhaGaijana’ (lion’s 
roar) in Vijayawada, followed by 
‘Ugrashankharavam’ (clarion call) in 
Tirupathi. Almost all the national leaders 
of Janata Dal threw their weight behind 
her, even if it was only to show respect 
to the departed leader of the National 
Front. Given this political scenario, many, 
political commentators confidently pre¬ 
dicted that she might sweep the polls. But 
the absence of any capable organiser or 
strategist in her party who could translate 
the sympathy factor into votes was her 
major disadvantage. 

(Thief minister Naidu. an astute politi¬ 
cian, was keenly looking forward to the 
Lok Sabha elections in order to establish 
hiscredibility and prove his claim of being 
the true and rightful political heir of NTR. 
Indeed, he was to face elections for the 
first time as the leader of his party. His 
and his party’s destiny depended on the 
outcome of these elections. He got a shot 
in the arm when the Election Commission 
recognised his faction of TDP as the real 
TDP and was renamed as TDPN, NTR's 


Table 3: EuicniRAL Oun omf of Rfc( fnt Elrctions 
Parties Lok .Sabha (Total Seals: 42) Vidhan Sabha (Toml Seals: 294) 



Year 

I9ll9 

1991 

1996 

^^8 

T5i9 

r593 

Turn-out 


70.4 

61.4 

63.0 

66.0 

70.4 

71.0 

INC 

.Seats 

39 

25 

22 

22 

181 

25 


Vote 

51.0 

45.6 

.39.7 

38.5 

47.2 

33.2 

TDP 

Seats 

2 

13 

16 

12 

74 

217 


Vote 

34.5 

32.3 

32.6 

32.0 

36.8 

43.3 

JD 

Seats 

- 

- 

- 

1 

1 

- 


Vote 

1.6 

0.6 

- 

0.9 

0.4 

0.1 

BJP 

Seats 

- 

1 

- 

4 

5 

3 


Vole 

2.0 

9.5 

5.7 

18.3 

1.2 

3.9 

CPI 

.Seats 

- 

1 

2 

2 

8 

21 


Vote 

2.0 

1.9 

2.4 

2.6 

2.6 

3.9 

CPM 

Seats 

- 

1 

1 

- 

6 

13 


Vote 

2.4 

. 2.4 

29 

2.9 

2.5 

2.4 

MIM 

Seals 

1 

1 

1 

I 

4 

1 


Vole 

2.1 

1.8 

l.l 

1.5 

2.0 

0.7 

Others 

Seats 

- 

- 

- 

- 

- 

2 


Vole 

1.8 

1.7 

11.8 

1.6 

0.8 

2.0 

IND 

Seats 

- 

- 

- 

- 

15 

12 


Vote 

2.6 

4.2 

3.8 

1.7 

6.5 

10.5 


Note-. ‘Vole’ is per cent to total vote cast. 
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election symbol, the bicycle, was also 
allotted to Naidu, He tried his best to 
conttnue all the populist policies associ¬ 
ated with NTR. He consolidated his po¬ 
sition by deciding to give 10 lakh new 
cards for subsidised rice and distribute 
forest land to the poor through the co¬ 
operatives. Government programmes like 
‘prajala vaddaku paalana' (government to 
the doorsteps of the people) and 
'shramdanam' (contributory labour) were 
as vehicles to reach out to the people. 

The left parties, the CPI and the CPM, 
which have been sailing with the TDP 
since 1984, sided with Naidu. By support¬ 
ing Naidu they could get not only easy 
access to him but also by allying with the 
TDPN retain at lea.si the two seats they 
had in the last LokSabha. That theirgainble 
paid off wasclear from later developments. 

Political contestation as far as the rival 
Telugu De.sam groups were concerned was 
for the political legacy of NTR. As a result, 
NTR's main political plank, ever since he 
launched the TDP. of ‘anli-Congressism’ 
got considerably diluted. 

This was to turn out in favour of the 
Congre.ss(I). In the Lok Sabha elections 
of 1991 the Congress Party had won only 
2.') seats, 22 of which were won after the 
assassination of Rajiv Gandhi in the middle 
ot the election process and hence with a 
possible sympathy wave. This was fol¬ 
lowed by the 1994 assembly elections 
where the party was trounced. NTR clearly 
hoped to repeat this performance during 
the Lok Sabha elections. But the sudden 
demise of NTR and the developments in 
the TDP camp considerably brightened 
the prospects of the Congress(I). It is no 
exaggeration to suggest that the more the 
division in the TDP votes, the better would 
be the performance of the Congress. In 
fact the Congre.ss Party has been com¬ 
manding a solid votebank in Andhra 
Pradesh. About one-third of the voters 
were committed Congre.s.s supporters who 
have lent support to the party in the suc¬ 
cessive elections since 1983 whether there 
was an NTR wave or not. The Congress 
leadership was so assured of success that 
it made hardly any efforts tr patch up its 
internal dissensions. This was in spite of 
the fact that winning a sizeable number 
of scats from the state was very crucial 
to the party's overall strategy of retaining 
power at the centre. Andhra Pradesh being 
the home state of P V Narasimha Rao, the 
party's performance in AP was watched 
all over the country and hence the political 
stakes for the Congress Party were quite 
high. 

The rest of the political parties have 
been only minor players in the political 


battle. The BJP and MIM have their major 
support bases only in the Hyderabad- 
Secunderabad area. The BJP has been 
trying to expand its support base and had 
contested in 40 constituencies in the 1991 
Lok Sabha elections but could win only 
the Secunderabad seat. It did, however, 
win an appreciable number of votes in many 
constituencies, especially in theTelangana 
region. But it was expected that minute 
caste calculations in the state could over¬ 
turn the hindutva plank of the BJP. The 
Janata Dal, which was an ally of the TDP 
in the 1991 elections, had fared miserably 
and had hardly any organisational strength 
left to activate itself in 1996. 

The 1996 elections, the first election in 
the post-NTR phase, were intensely fought 
for the political legacy of NTR by both 
the TDP groups. Lakshmi Parvathi, fol¬ 
lowing NTR’s practice, launched her 
campaign from the temple town of 
Tirupathi. In her ‘Taraka Rama Chaitanya 
Ratham’ - a modified version of the cam¬ 
paign vehicle made famous by NTR - she 
travelled throughout the state holding big 
rallies as well as street comer meetings. 
She proved to be a great crowd puller, 
especially in niral areas. Though she lacked 
the electrifying appeal of NTR, she had 
enough oratorial ski lls toenthuse the crowd 
to listen to her. She appealed to the 
emotions of the voters by playing a re¬ 
corded speech ol NTR which called Naidu 
and his group of MLAs ‘traitors'. She 
sought help from the people for what she 
called ‘Naraasura Samhaaram', which 
means elimination of the demon Nara 
(referring to Nara Chandrababu Naidu). 
She tried to convey the message that NTR 
was the victim of back-stabbing by his own 
family members and that NTR had wanted 
the back-stabbers to be taught a lesson. 
Parvalhi'searlierex|x:rienceasa ‘Harikatha' 
artiste helped her to captivate the masses. 
She had Icamt well NTR's skill of turning 
adversity into advantage. For example, 
when she lost the ’bicycle' symbol to the 
rival faction, she asked the people to vote 
for her new ‘lion’ symbol because the 
bicycle has been stolen by the thieves. 

While Parvathi imbibed many aspects 
of NTR’s .style of campaigning, she con- 


veniemly forgot NTR’s most imponani 
plank. ’anti-Congressism'. She invariabi 
projected herself as anti-Naidu and ncvei 
as anii-Cnngrcss. In fact, there were even 
rumours that she might support the Con¬ 
gress Party atterthe elections. It wasevident 
that .she lacked the knack, experience or 
sane advice to convert the sympathy into 
votes. While her crowd pulling abilities 
were extolled by the media, different pha.scs 
of CSDS pre-poll surveys'* revealed that 
her support base among voters was only 
between 5,45 per cent and 9.67 per cent. 
Several of NTR' s key organisers at the local 
level had already de.scrtcd her and she had 
very few effective middle level leaders. 

Naidu on the contrary displayed meticu¬ 
lous planning and execution of electoral 
strategy. Naidu made all possible efforts 
to project his closeness to NTR and his 
policies. He Irecly used NTR’s portraits 
and speeches to whip up voter enthusiasm. 
While NTR’s photograph found a place 
on the cover of Naidu’s election mani¬ 
festo. he selectively u.sed the speeches 
where he was praised, especially the one 
NTR made after his reinstatement as chief 
minister in 1984, “Chandrababu Naidu is 
an astute politician. But tor his .struggle, 
the Telugu Desam would not have been 
reborn. I will never forget his services" 
(India Today, May 15, 1996:66). Naidu’s 
oratorial skill and crowd pulling capabili¬ 
ties were poorer compared to that of 
Parvathi. But he tried to make up by 
using the private satellite channels to reach 
the electorate in remote villages. Parvathi 
did nothing to counter this propaganda, 
not even by showing a clipping from 
NTR’s press conferences denouncing his 
son-in-law. Naidu used the election as an 
opportunity to widen his party’s organi¬ 
sational network. He made his MLAs 
personally supervise the party's campaign 
in their respective areas. He tried to 
galvanise the civil servants to create an 
impression that his is a responsive admin¬ 
istration. He tried to prove time and again 
that he was continuing with the populist 
welfare policies associated with NTR. That 
Naidu bcncritcd from the continuation of 
NTR’s policies of prohibition and sub¬ 
sidised rice .scheme is clear from Table 4. 


Tabus 4. Pat-PoLL .Siirvly Rrseers 

(Per cent) 


Party 

Support for Prohibition among 
Political Party Supporters 

Rencricianes of Rice Scheme 

Approving 

Disapproving 

Brncficiaries 

Non-Bcneficianes 

INC 

44.5 

57.8 

.t8 .5 

53.6 

TDPN and allies* 

45.4 

28 5 

49 5 

33.2 

Others 

12.0 

ns 

1.5.8 

13.2 


Note. • CPI and CPM 

StHirce: Pre-poll survey. CSDS, 19%. 
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Peihaps he could convince the people 
regarding the continuation of welfare and 
developmental programmes which stood 
in stark contrast to an essentially negative 
campaigning by Parvathi. It is no wonder, 
therefore, that Naidu got the votes while 
Parvathi got the crowds. 

Complacency in the Congress camp was 
quite evident throughout the campaign. It 
had no novel programmes to announce, 
nor any charismatic leader to project. It 
did not display any well planned campaign 
strategy. It was bogged down in its own 
internal factionalism so much that it could 
not contain dissidence even during this 
crucial period. Several senior leaders had 
to be suspended right in the middle of 
campaigning. The sorry state of affairs in 
the party was evident from the episode in 
Karimnagar where a former chief minister, 
K Vijayabhaskara Reddy, was humiliated 
by a section of Congressmen in the presence 
of the party president and then prime 
minister, P V Narastmha Rao. Hence, it was 
clear that the Congress Party in the state 
was simply waiting to collect the spoils of 
the war between the two factions of TOP. 
Its complacency was increased by media 
projections that it could sweep the polls 
with a tally of 40 seats out of a total of 42 
if it could just manage to keep its 1991 
support level intact {India Today, April 30, 
1996:62). But it was not an easy gamble, 
as congress leaders might have realised later. 

Thus there were three major players in 
most of the constituencies: the Congress; 
TDPN and its allies, CPI and CPM; and 
TDPLP supported by Janata Dal and BSP. 

As before, ca.Mc calculations had gone 
into the process of nomination of candi¬ 
dates by different political parties. The 
reddys, who are traditionally identified 
with the Congress(I) bagged 12 of its 
nominations for the 34 general category 
seats. TDPLP selected 10 reddys and 12 
kammas and was therefore dubbed as an 
upper caste party. The rival TDPN, fol¬ 
lowing the time-tested strategy of NTR, 
tried to court OBCs, who constitute 44 per 
cent of the state population. Naidu nomi¬ 
nated as many as nine OBC candidates, 
besides ajudicious selection of reddys and 
kammas depending on their strength and 
influence. Naidu even picked up an ST 
candidate in Warangal against a powerful 
reddy candidate of the Congress(I) and a 
backward caste candidate in the velama 
dominated Karimnagar constituency. 
TDPLP’s selection of candidates, in con¬ 
trast. was not ba.sed on any reasoned 
political calculus. For instance, the party 
chose to give tickets to rich and influential 
persons of forward castes in constituen¬ 
cies where the weaker sections arc domi¬ 
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nant This in spite of the ^ that the OBC 
voters who have uaditionally supported 
NTR were expected to be crucial draision- 
makers in the choice between the two 
TDPs. It was clear that while the Congress 
and the TDPN kept the caste arithmetic 
in view in the process of nomination of 
candidates; the TDPLP looked for candi¬ 
dates with greater local influence. 

The results of the 1996 Lok Sabha elec¬ 
tions in AP reflect the resolution of the 
contestation between the TDPN and 
TDPLP for the legacy of NTR in favour 
of Naidu. The Lakshmi Parvathi group, 
though it garnered 10.6 per cent popular 
vote, failed to convert this into seats. The 
Naidu group securing 16 seau and its 
allies CPI and CPI(M) two and one scats 
respectively together with 37.9 per cent 
vote could succeed in establishing its 
supremacy vis-a-vis the Lakshmi Parvathi 
group. The major beneFiciary of the battle 
between the two TD groups following the 
split in the patty was the Congress(I). 

The Congress Party's performance in 
AP would seem to be spectacular if seen 
in the overall context of the debacle of the 
party throughout the country. The voters 
of AP have a reputation of being different 
from the national mainstream. In 1977, 
when the Janata Party made a clean sweep 
all over the country, AP elected 41 Con¬ 
gress MPs out of a total of 42. Again in 
1984, when the Congress had a massive 
lead throughout the country, TDP and its 
allies had won 35 seats. In 1989, when 
the Congress lost power at the centre, AP 
sent 39 Congress MPs to Lok Sabha. Elec¬ 
toral politics in AP has been different, so 
also have the strategies, calculations and 
predictions associated with it. 


Indie 1996election, the Congress polled 
39.7 per cent votes and won 22 of 42 seats. 
This was much less than the 31 seats it 
held in the previous Lok Sabha^ and was 
measly compared to the early predictions 
of a clean sweep in the state. But if the 
votes of the two TDP groups were to be 
aggregated, the Congress would have won 
in only six constituencies. Moreover, the 
TDPN and its allies could wre-st as many 
as IS seals which the Congress had held 
in the last Lok Sabha. Hie Congress in 
turn could wrest only four seats from the 
TDP.** The split of the TDP votebank 
between the rival groups thus benefited 
the C'ongressfl). This is evident from the 
fact that the two TD groups together polled 
43.2 per cent which equals what the 
undivided TDP secured in 1994 assembly 
elections. 

The BJP which lost its lone seat seat 
of Secunderabad to the Congress, got a 
second position both in Hyderabad and 
Secunderabad and a third position in six- 
other constituencies. The sensitive 
Hyderabad scat was retained by Sultan 
Salahuddin Owaisi of MIM. The voting 
pattern in Hyderabad constituency sug¬ 
gests that while MIM had a strong .suppen 
base in the four urban .segments, the BJP 
consolidated its position in the three rural 
segments, sometimes at the cost of the two 
TDP groups. 

If we make a regionwise analysis 
(Table 5), the performance of the TDPN 
aud its allies in the coastal region was 
better than expected. They could secure 
11 seats out of a total of 21 compared to 
10 seats of Congress. On the other hand, 
theCongressParty’s share in thcTelangana 
and Rayalaseema regions was better than 


Table 5: Regionwise Analysis: Lok Sabha Elections 


Region 
(Total Seats) 

Year 

Tufii- 

out 



W/C Vote (Per Cent) 



INC 

TDP 

TDPN 

TDPLP 

CPl+CPM 

BJP 

Telangana 

1991 

58.5 

9/15 

2/10 

- 

- 

2/3 

1/15 

(I.M 



37.5 

1«>.2 



9.9 

18.7 


1996 

61.3 

8/15 

- 

4/12 

0/15 

2/3 

0/14 




37.3 


26.8 

7.7 

6.4 

10.8 


1998 

65.4 

4/15 

- 

6/11 

0/2 

1/3 

0/20 




32.5 


23.5 

0.5 

7.9 

26.3 

Coastal 

1991 

62.9 

10/21 

11/19 


- 

0/1 

0/20 

(21) 



47.1 

41.4 



1.5 

4.5 


1996 

65.4 

10.21 

- 

10/19 

0/21 

in 

0/19 




47.1 


36.4 

13.3 

3.0 

1.9 


1998 

67.1 

13/21 

•- 

5/19 

on 

in 

2/18 




41.5 


37.7 

2.1 

3.4 

13.7 

Rayalasema 

1991 

64.1 

6/6 

0/6 

- 

- 

- 

0/6 

(6) 



59.7 

33.2 




5.0 


1996 

61.6 

4/6 

- 

2/5 

0/6 

0/1 

0/6 




43.1 


39.8 

8.2 

5.0 

1.5 


1998 

63.9 

5/6 

- 

1/5 

0/1 

0/1 

0/6 




45.0 


35.9 

0.1 

5.7 

11.6 


Notey. W: won; C: coniesied. 
Sourer: CSDS data unit. 
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that ofTDPN and its allies. In theTelangana 
region the Congress Party secured eight 
out of IS seats compared to six of its 
adversaries. In the Rayalaseema region 
the former won four out of six seats 
compared to two of the latter. But the 
performance of the Congress Party in 
Rayalaseema region in 1996 was worse 
than that in 1991, when it had won ail the 
six seats. Its vote share also declined here, 
from 59.7 percent to 43.1 percent, though 
it has improved compared to its share of 
37.4 percent, in the 1994 assembly elec¬ 
tions. Its vote share declined also in the 
coastal region, from 47.1 per cent in 1991 
to 41.1 per cent in 1996, hut has increased 
from 37.1 per cent during the 1994 assem¬ 
bly elections. Its support base in the 
Telangana area remained more or less the 
same at a little over 37 percent, both in 
1991 and 1996. which is considerably 
more than its share of 27.6 per cent in the 
1994 as.sembly elections. Surprisingly, the 
vote share of TDPN and its allies in both 
the Telangana and Rayala.scema regions, 
in the 1996 elections is more than that of 
the undivided TDP and its allies in 1991 
elections, though for obvious reasons it 
IS less than that of 1994 assembly elec¬ 
tions. While in Tcliingana its vote share 
increased from 29.1 per cent to 33.2 per 
cent, in Rayala.scema it went up from 33.2 
per cent to 44.8 per cent. In the coastal 
area it marginally declined from 42.9 per 
cent to 39.4 percent. 

In the general and ST constituencies, 
both the groups, the Congress and the 
TDPN and its allies, were more or less 
evenly placed in terms of both scats and 
votes (Table 6). But in SC constituencies, 
the Congrc.ss had a distinct edge. It won 
fi ve out of a total of si x seats. Its vote share 
was 42.7 per cent compared to 37.6 per 
cent of the latter. It seems that the Con¬ 
gress continues to maintain its support 
base among the scheduled castes. 

There does not .seem to be a remarkable 
shift in the caste composition of the MPs 
after the 1996 election or of MLAs after 
the 1994 election. As before, the reddys 
and kammas are oveircprescnted. About 
26 per cent of the rcprc.sentati \ cs are rcddy.< 
whereas they constitute only 6 percent of 
the population. Similarly, about 16 per 
cent of the representatives are kammas, 
who are only 4 per cent of the population 
(Tabic 7). These two communities have 
steadily maintained their share among the 
state’s MLAs and MPs at these levels 
since independence [see Reddy (1989) for 
comparative data on other cicclionsj. The 
share of brahmins is declining gradually. 
The proportion of backward caste MLAs 
and MPs has remained more or less at the 


same level as before; but it is very low 
compared to their strength in the popula¬ 
tion. Out of the seven backward cla.ss 
MPs, SIX belong to the TDPN and its allies 
and one belongs to the Congress Party. 
Eight out of 11 reddys belong to the 
Congress and only three to its rival. But 
the latter has four out of seven kamma 
MPs from the state and the re.sl belong to 
the Congress Party. Though both have 
shared one seal each in ST con.stituencies. 
the TDPN could manage to get one of its 
ST candidates elected in a general con¬ 
stituency at Warangal. Thus no politi¬ 
cal group is dominated by an exclusive 
caste category. However, higher propor¬ 
tions of reddys and SCs are found in the 
Congress and tho.se of kammas, BCs and 
STs in TDPN and its allies. 

The CSDS 1996 post-poll survey pro¬ 
vides us some useful clues to understand 
the socio-economic background of the 
supporters of different parties. Though the 
survey data does not indicate a distinct 
polarisation of political forces on the basis 
of any single parameter, it is possible to 
discern some general trends. Among the 
SC voters the Congress Party had a larger 
support base whereas a larger share of S'l' 
votes had gone to the TDPN. The latter 
had a slight edge in the .support of OBCs. 
But among the upper castes, the Congress 
continued to gel a higher level of support. 
No other political party, including the 
TDPLP. could claim a si/.eable following 
in any specificcalegory of voters (Table 8). 
We might infer from these data that white 
NTR’s supporters among the OBC and the 
ST groups have transferred their loyallie' 
to Naidu. those among the SC groups have 
moved over to the Congress Party. The 
survey confirms the established notion 
that the TDP has its stronghold among the 
rural electorate and especially among the 
women due to NTR’s policies of welfare 


and prohibition. These segments could be 
seen to have shifted their allegiance to the 
TDPN in the keenly contested 1996 elec¬ 
tions. 

■ In the absence of any large group of 
people who identify themselves with any 
political party.’ it is difficult to conclude 
whether any of these traditional support 
bases are going to be stable. This doubt 
is reinforced when we examine the 1998 
electoral outcome. 

IV 

Drifting Social Support: 

1998 Elections 

The elections to the Lok Sabha in 1998 
within two years were a consequence of 
the I ractured verdict in the 1996 elections. 
The formation of an unstable government 
by the United Front of 13 parlies with 
outside support by the C\)ngrc.sstl) has 
been in.strumcntal in bringing the regional 
parties to the centre of Indian politics. The 
historically dominant Congress Party has 
been reduced to certain pockets of the 
country and its relevance made propor¬ 
tionate to its ability to rcllecl the a.spira- 
tions of the regiiins The apparently frag¬ 
mented verdict ot the 1996 elections, 
mirroring the (fioecss of regionali.sation ol 
Indian politics, signals the celebration ot 
autonomy and distinctness of different 
regions tliat have been characterised by 
differential historical, linguistic and socio¬ 
economic background. 

It IS in this context, that the TDPN has 
come lo assume a significant role m the 
unfolding theatre of politics at the centre 
in the period following the 1996 elections. 
The TDPN, though it had just 16 MPs in 
the 11 th Lok Sabha. played a key role in 
lorging a non-CongrcssiI) and non-BJP 
coalition at the centre by actively qegoti- 
a'ing with the time-tested and fairly suc¬ 
cessful strategy followed bv the undivided 


TABi.h6: (’atcoorywim- Anai yms' Lok Sabha Eik'iion 


W/r Vole (Per Ceiil) 


Category 

Total .Seals 

INC 

TDPN 

TDPLP 

CPltCPM 

BJP 

1996 







General 

.1-t 

16/34 

ls/30 

0/.34 

2/4 

0/32 



39 7 

34.3 

10 2 

1 7 

5 2 

SC 

6 

3/6 

1/5 

0/6 

it/l 

0/5 



42 7 

3.3 0 

II 0 

4 6 

5 1 

ST 

2 

1/2 

0/1 

0/2 

I/I 

0/2 



36.5 

18 1 

169 

19 9 

3.0 

1998 







General 

34 

19/34 

K/29 

0/3 

1/4 

4/32 



38.7 

.32 2 

I 0 

4 7 

18 3 

SC 

6 

.3/6 

3/5 

0/1 

0/1 

0/6 



38.7 

32 2 

1 0 

47 

18.3 

ST 

2 

0/2 

I/I 

0/1 

I/I 

- 



.37.9 

2.3 7 

96 

20 8 



Notes- W- won; C: contested 
Source'. CSDS Data Unit 
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TDP under NTR’s leadership. H may be 
recollected that it was NTR who. after his 
coming to power in 1983, initiated the 
process of forging a national alternative 
thniugh a series of conclaves of the non- 
Coiigress parties. NTR followed a two¬ 
pronged strategy of: (a) forging an anti- 
Congress alliance with the left in the .state; 
(b) pursuing the politics of the non-Con- 
gress coalition at the national level. The 
culmination of this was the formation of 
National Front of which NTR was the 
chairman till his death. By actively par¬ 
ticipating in this process Naidu sought to 
demonstrate his conformity to NTR’s 
legacy and carve out a niche for himself 
in the national poiitic.s. 

But the major changes to be found were 
initiated in the policy domain soon after 
the 1996 elections. It is here that the 
increasing distance of Naidu’s govern¬ 
ment from NTR's regime has to be seen. 
Emerging confident from its performance 
(vis-a-vis that ol TDPLP) in 1996 elec¬ 
tions, legitimised by the support of the left 
and further pnipellcd by its newfound 
place in the national politics, the TDPN 
govemtnent initiated a public dialogue on 
some of thequintcs.sentially NTR .schemes 
and policies like Rs 2 a kilo rice scheme 
and prohibition policy as a preparation for 
policy changes. As analy.sed earlier, these 
policies were crucial in NTR’s comeback 
to power in the 1994 assembly elections. 
NTR's mandate in 1994, needless to say, 
was hinged on his commitment to imple¬ 
ment them in spite of the problems of 
re.sourcc mobili.sation. 

The support for NTR among the popular 
classes was derived from these populist 
policies. In contrast, the urban middle 
classes have generally seen N TR’s poli¬ 
cies a:i being detrimental to the develop¬ 
ment of the state. This obviously lent 
credence to the view that the total prohi¬ 
bition and Rs 2 a kilo scheme were major 
causes for the fiscal crisis of the state.* 
Further the flow of illicit liquor into the 
state is seen ns an evidence of the impracti- 
cality of the proposition of total prohibi¬ 
tion. The public dialogue exercise initi¬ 
ated by the Naidu government vindicated 
this view. . 

Following the opinion mobilisation 
exercise and as a measure towards the 
improvement of the state’s fiscal position 
TDPN government introduced modifica¬ 
tions in the prohibition policy and 
subsidised rice scheme. Thus prohibition 
was partially lifted and the price of sub¬ 
sidised rite was hiked from Rs 2 to Rs 3.50 
a kilo and tlie quantity was reduced from 
25 kilos to I () kilos per family. In addition 
the hike in slab rates on electricity and 


water cess for agriculture were effected. 
These policy changes were part of the 
larger agenda of economic reforms in 
the state that made a departure from the 
policy framework of NTR’s regime 
[Srinivasulu I9981. 

The broad consensus among the politi¬ 
cal parties, cutting across ideological 
persuasion, posed no major problem to the 
TDPN in pursuance of its reform agenda. 
But it was not to be the case with the left 
parties. But their being ‘friendly opposi¬ 
tion’ forced them to remain silent on these 
crucial issues. 

I’he elections to the Lok Sabha in 1998, 
occasioned by the fall of the UF govern¬ 
ment following the withdrawal of support 
by the Congrcss(l) was something neither 
the AP Congress(I) nor the TDPN was 
prepared for. Finding themselves once 
again in the electoral fray, these two major 
players in the state politics dtsplayed visible 
disinterest as there could be no substantial 
issues with regional relevance for them to 
focus their attention on, except for their 
traditional mutual opposition. 

The BJP. which had lost even its lone 
Secunderabad seat in 1996 elections, in 
contrast, displayed enthusiasm and dyna¬ 
mism. The BJP, It may be recollected, in 
spite its meagre presence in most ol the 
constituencies, contested almost all the 
.seats since the 1991 parliamentary elec¬ 
tions. What marked it out this time ob¬ 
viously was its success in attracting a 
number of cinema stars and dissidents not 
only from the TDPN but a significant 
chunk also from the Congrcs.stl) on the 
eve of the elections. The BJP’s campaign 
this lime was in fact star-studded with all 
the glamour and hype that goes with the 
Telugu commercial cinema. But what the 
BJP tried to harp on was the slogan of ‘able 
leader and stable government*. By focus¬ 
ing on the failure of the UF coalition to 
provide a stable government - in which 


TOP was a partner - and the opportunist 
support to it by the Congrcssfl) from 
outside, the BJP vigorously projected 
Vajpayee as the prime ministerial candi¬ 
date to convey the message that it alone 
could be a better bet for stable govern¬ 
ment. 

In theCongress (I) and the TDPN camps, 
especially at the grass toots, one could see 
a sense of exhaustion. The dynamism and 
issues that dominated the 1996 electoral 
campaign were missing this time. In a 
sense, the campaign issues in 1998 were 
a mere repeat of that in 1996. While for 
the Congre.ss(I), the coming of the elec¬ 
tions so soon was largely its own making, 
for the TDPN, the failure of UF experi¬ 
ment was enough to dilute its enthusiasm. 
If the context of the 1998 elections, for 
the reasons stated abc'vc, put both the 
Congress (I) and the TDPN at a disadvan¬ 
tage, the BJP tried to turn this to its ad¬ 
vantage and more specifically the BJP tried 
to gain sympathy from its government’s' 
collapse after 13 days in power in spite of 
being a major party as a result of the actions 
of the Congressfl) and UF partners. 

If exigencies of the ‘hung’ Lok .Sabha 
constituted one dimension, then the re¬ 
gional issues centred around the govern¬ 
ance of the TDPN and its policy reversals 
constituted another significant dimension 
of the electoral campaign. Thus the BJP 
focused on the TDP’s failures. The BJP’s 
star campaigners were most vocal on the 
'fbPN’s hack-out from its stated adher¬ 
ence to NTR’s policies. Further, what 
cnthu.sed the BJP in this respect was its 
alliance with the TDPLP. There were the 
suicides among cotton farmers in the 
northern Telangana districts during 
1997-98 due to the successive failure of 
cotton crop on account .of the failure of 
governmental agencies to provide exten¬ 
sion services, to suporvi.se quality control 
of seeds, fertilisers, pe.sticides and other 


lABLf 7; Caste Composition oe MLAs and Ml's in Andhra Prai*sh 


Caste 

Per Cent in 

MI.As in 1994 Elections 

MPs in 1996 Elections 

Population (Approx) 

Number 

Per Cent 

Number 

Per Cent 

Brahmin 

S.O 

1 

0.3 

2 

4.8 

Reddy 

6.0 

76 

25 9 

11 

26.2 

Kaninia 

4.0 

46 

15.6 

7 

16.7 

Velaina (forwaitl c<i.ste) 

3.0 

9 

3 1 

- 

- 

Vaishya or koinati 

2.0 

3 

1.0 

- 

- 

K.shatiiya or raju 

t.O 

10 

.3.4 

- 

- 

Kapu 

• K.O 

22 

7.5 

.3 

7.1 

Other forwanl caste 


3 

1.0 

1 

2.4 

Backward ccstcs 

46.0 

38 

12.9 

7 

16.7 

Scheduled castes 

14 0 

.39 

13.3 

6 

14.3 

.Scheduled tribes 

S.O 

•16 

5 4 

•3 

7 1 

Muslims 

70 

9 

3.1 

2 

48 

Nut ascertained 


22 

7.5 

- 

- 

Total 


294 

100.0 

42 

100.0 


Mile: * One ST candidate was elected in general category consliiuency. 
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inputs (Andhra Pradesh Rythu Sangham 
1998: Vaartha, February 16, 1998, 
Hyderabad]. This in turn is seen to be a 
consequence of the liberal reforms. The 
failure of the government to respond to 
the crisis in any signiFicant way. as the 
suicides continued, was sufficient ground 
for the BJP and Congress to target the 
TDPN during the election. 

Though the Congress made the policy 
reversals by the Naidu government the 
central issue, its lack of conviction and 
absence of any policy alternative was quite 
conspicuous. What was transparent in this 
election was an unprecedented enthusi¬ 
asm forthe BJP not only among the middle 
classes hut also in the farming community 
in northern Telangana as well as in coastal 
districts. The me.s.sage that seems to have 
gone well with them this time was the 
BJP's .stability plank. Thus ‘let us give a 
chance to the BJP’ was the refrain often 
heard during the campaign (field inter¬ 
views, February 1998). 

In the social background of the candi¬ 
dates fielded by both the TDPN and 
Congress(I) there was no significant 
change from 1996. While the Congress(I) 
had shown a preference for candidates 
from the dominant peasant castes of reddys 
and kaminas. the TDP as in 1996 fielded 
candidates from OBC background. In 
addition, the Congrc.s.s(I) contestants list 
included a number of new candidates 
leading even to the exclusion of incum¬ 
bents. This could be seen as a retleclion 
on the factional infighting in the party. In 
contrast, the TDPN displayed greater 
continuity and stability. 

For the first time the BJP has made its 
mark on the political .scenario of the state 
in a big wa> through considerable gains 
in terms of popular vole and seats. This 
election has seen a considerable shift in 
the .social support of ihc almost all the 
parties. This turned to the advantage of 
the BJP. Its convincing victories in four 
constituencies, two each fnim Telangana 
and coastal Andhra demonstrates this. 
Thus, besides its traditional stronghold of 
Secunderabad, it won Karimnagar scat 
from the TDP in Telangana. In this velama 
dominated constituency, for the first time 
in its history, a BC candidate won on the 
TDP ticket in 1996. The BJP fielding a 
velama candidate defeated the TDP in¬ 
cumbent and a veteran Congrcss(I) can¬ 
didate belonging to the velama commu¬ 
nity. Thus the BJP got one each from the 
TDP and Congress(I) and came second in 
as many as three constituencies in this 
region. 

The BJP’s gains in coastal Andhra, 
considering the fact that this region had 


never witnessed any communal tensions 
and that BJP’s popular vole percentage 
was just 1.9 in 1996, deserve serious 
attention. Thus it would be instructive to 
analyse the factors contributing to the 
successful garnering of two seats, one 
each from the TDP and the Congressd) 
in this region. 

If the alliance with the TDPLP was a 
major factor in the BJP’s performance, 
assuming that a substantial proportion of 
its 10.7 per cent support in 1996 has shifted 
to the BJP, the gains from the TDPN and 
Congressd) could be no less important. 
Mudragada Padmanabham, a dissident 
Congress(I) leader belonging to the kapu 
community, with a considerable influence 
in the two Oodavari districts not only 
among the kapus hut also among other 
communities, joining the BJP on the eve 
of the elections, coasiderably tilted the 
support ba.se of the Congressd) to the BJP. 
This is evident in the fact that in 
Rajamundry and Kakinada, won in 1996 
by the Congress! I) and TDPN respectively. 
the Congressd) has been reduced to a third 
position. 

Though the Congressd) has maintained 
its balance sheet by winning 22 .scats this 
time as well, it has seen a significant 
shuffling of seals. It could win only 12 
of the scats it won in 1996 and lost as many 
as eight seats to the TDP and allies and 
two .seats to the BJP. In turn it gained 10 
seals from the TDP compcnsali ng even for 
its losses to the BJP 

What is worth noting about the perfor¬ 
mance of the Congress(l) are the upsets 
it suffered in the reserved constituencies. 
While it won five ol the six SC constituen¬ 
cies and one of the two ST constituencies 
in the state, this time it succeeded in 
winning only in three SC reserved con¬ 
stituencies. It lost the .ST scat it held last 
time. 

If the replacement of the candidates and 
denial of tickets to the incumbents is one 
reason for the .seat changes of the 
Congress(I), then the deeper changes in 
the socio-political context could be an¬ 
other. Though it is di fficult to say anythi ng 
definite about the changing social ba.sc.s 
of the Congrc.ssd). a significant drift in 
its social support could be ob.scrved. The 
shifts away in two significant social con¬ 
stituencies of kapus and madigas in the 
Congress(I) social coalition could be seen 
as indicative of the changes in its support 
base. 

If the Mudragada factor was critical to 
the shift of the kapu.s away from the 
Congress(I) to the BJP in the coastal 
districts, the .schism in the traditionally 
Congress supporting scheduled castes 


along the mala-madiga caste line substan¬ 
tially eroded Congress support. The agi¬ 
tation of the madigas forthe categorisation 
of the SCs into four groups for the benefit 
of reservations in education and employ¬ 
ment took a serious form after the 1996 
elections. The madiga reservation .strugg le 
against the existing policy of rc.servation 
for the SCs that has benefited the malas 
disproportionately to their size in the SC 
population has been supported by the 
TDPN government. Its promi.se to strive 
for the ncces.sary modification had led to 
the rallying of the madigas around the 
TDPN thereby ensuing the political 
polarisation of malas and madiga.son party 
lines [for an analysis ol the dalit move¬ 
ment sec Srinivasulu 1999]. As a result 
of this, with a substantial section of the 
madigas shifting to the TDPN. the 
Congressd) could be said to have substan¬ 
tially lost its base among the madigas 
Though it is difficult to assc.ss the impact 
of this polarisation on the political pro¬ 
cess, It would not be an exaggeration to 
say that it was one of the factors which 
had contributed to the shuffling of the 
seals in 1998. 

Taiiii- S' Who ior Whom in Andhra 
Pradi sh 


Categories 

INC 

Tl)PN+ 

l.efl 

TnPLP+ Others 

JI) 

Ii' 

l‘% 

Axe (yeant 





f 

25 and below 46.4 

47 3 

27 

3 4 

: 

2r)-55 

44 7 

42 9 

4 7 

7.6 


36-45 

42 2 

46 9 

7 0 

3 9 


46-55 

47 3 

50 0 

2 0 


.i 

56 and above 

5(16 

42.7 

2.2 

4,5 


.SV’i 





‘ 1 

Male 

49 0 

40 6 

57 

47 

> 

Female 

42 9 

.50 3 

26 

42 

. 1 

t.itufuiion 






lllilcralc 

3X,4 

55 4 

2 6 

26 

t 

Pnmary and 





- 1 

middle 

48.7 

42.7 

5 3 

3 3 

1. i 

Inlermediaie 

60 9 

30 9 

3 6 

4.5 

■I 1 

Gradualc and 






aiiuve 

48 7 

23 1 

5 1 

23 1 

1 * 

Reliiiion 






Hindu 

48 6 

46 2 

4 6 

46 

1 , 

Muslim 

56 7 

36 7 

1 1 

50 


Chr.slian 

46 4 

53 6 

- 

- 

•M 

Caste 





W ' 

,SC 

55 8 

40 3 

1 3 

2.6 


.ST 

32 3 

57 3 

94 

1 0 


OBC 

44 5 

46 5 

4.3 

47 

'M 

Others 

50.6 

40 7 

2 3 

6.4 


1,(11 aliiv 





% 

Rural 

42 9 

49 9 

5 1 

3.1 


Orban 

58 8 

30 5 

0.8 

9.9 


Class 






Very poor 

.34 4 

.59.7 

3.8 

2.2 

t, 

Poor 

49 0 

40 7 

8.3 

2.1 


Middle 

SOO 

41.3 

2.5 

63 

i 

i 

Upper 

53 1 

37,0 

-w 

9.9 

2 


Sourtr. P(ist-poll survey, CSDS, 1996. 
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Concluding Remarks 

The Male piojccls a seriously contested 
electoral scenario with the TDPN and 
Congress(I) competing lor power with 
approximately equal support bases. In this 
situation the probability of alteration in 
power is very high. Whichever group is 
in power lends to dominate, though lor a 
limited period. The Congress(I) lost its 
monopoly of holding on to power in 198.1 
but continued to be an important player 
in state politics. 

The second party which dominated the 
electoral scene both m 1996 and 1998 was 
the TDPN and its allies C'PI and CPKM). 
The contest lor NTR's legacy by the TDPN 
and TDPI.P has been .settled in favour ol 
the former and this has been vindicated 
by Its electoral perlormance in the last two 
elections and further bv the decimation of 
the TDPI,P. 

The analysis of the 1996 and l998Lok 
Sabhaelcctions provides interesting trends 
in the politics of the state. Seen against 
the backgniund ot the long-term align¬ 
ment ol political forces which began with 
the emergence of the TDP in 1981 and 
consolidated over the years with signifi¬ 
cant shifts in the support of the OBCs. 
STs and also the Muslims towards the 
TDP. the last two elections show certain 
volatility and uncasine.ss in the.se social 
groups. 

Though 111 1996 the Congre.sst I) and the 
TDPN could largely retain the support of 
the con.stitucnis of their respective social 
coalitions, in 1998. in contrast, there could 
be witnessed a marked departure. The .seat 
changes and swings in the vote margins 
of these parties across regions and con¬ 
stituencies could be read as indicative of 
signiticani shifts in the .social support of 
the Congress!I) and the TDPN. The pro- 
ce.ss ol increasing .iriiculalion of aspira¬ 
tions and interests by different social 
groups, e.specially those in the subaltern 
ranks, through both issue ba.sed move¬ 
ments and leader centred mobilisation can 
be said to have contributed to the volatility 
ol their electoral support This has ren¬ 
dered the sixiial coalition of support of 
both the parties critical. 

In this process the political parties which, 
dictated by the exigencies of their elec¬ 
toral calculu.s. have directly or otherwise 
encouraged specific caste articulation 
could find themselves at the receiving 
end flic case of madigas illustrates this. 
If the Mipporl of the madigas could be 
rallied successfully by the TDPN in the 
1998 elecuons with its promise to fulfil 
their demand lor the SC categorisation, its 


failure to do so in the meantime turned 
the madigas against it subsequently. In 
varying degrees it is true of other com¬ 
munities and their allegiance to political 
parties. In such a situation even denial of 
parly ticket to a particular community 
could become a sufficient reason lor the 
withdrawal of its support. The case of the 
kapus in coastal Andhra is an instance of 
this. 

If the overall performance of the BJP 
in the 1998 election is an outcome ol the 
contextual specificity of this elect ion, then 
its dramatic gains are indicative of the 
disequilibrium in the .social coalitions of 
the TDP and Congress(I). Though the BJP 
succeeded in rallying the support of a 
significant section of Andhra electorate, 
its victory in the four con.stituencies is 
largely due to the weakness of the main 
rival party in the.se constituencies The 
seat changes witnessed between the last 
two elections, which have been between 
the TDPN and the Congres.s(I), vindicate 
the inference that support bases of the two 
dominant rivals is lluid and the electoral 
pendulum can swing in favour of cither 
of them. 

Yet it would be pertinent to note that 
the unstable nature of existing social 
coalitions ot support of the two major 
parties and the resultant political volatility 
provides space for alternative articulation. 
In the ab.sence of such a possibility, the, 
.social forces, necdlc.ss to say. would settle 
down III the cxi.sling political equation, 
perhaps with .some alterations. 

Notes 

1 There are 10 dislncls in Telangana. nine in 
eouslul Andhra and fuur in Rayalasecina 
Coastal Andhra has veryfertile della areas 
lorincd hy the Godavari and the Krishna 
rivers The Tclangana and Rayalasecina 
regions, on the other hand, are backward regions 
with low agricultural produeiivily Both 
lhe.se region.s have vast natural resources 
which arc largely unexploiled.TheTclangana 
region is induslnally heller off, though most 
of the industne.s are located in and around 
Hyderabad 

2 The rcrcrcnce is to: (a) ihe dramatic ouster of 
N1'R from chief ministership hy governor 
Randal following the revolt in the Till’ led 
hy Nadendia Bbaskar Kao and NI'K’s 
suhsequer* coinebaek to power following 
iiMssi ve public protest; and (b) the as.'.assinalion 
of Indira Gandhi 

.1 ‘Paiel paiwaris' were traditional village 
officers; the former was vested with, power.: 
lo mainlain law and the onler and the latter 
10 cniicci land revenue The.sc hca'dilary 
positions invariably held by the upper castes 
the former by ihc reddis and latter by the 
kaminas. not only provided access to power 
and wealth but were also sources of corruption 
Punherlhey wen; traditional support siniclures 
of the Congress Party By alxilishing them, 


NTR not only gained popular appreciation as 
these institutions had acquired notonely of 
sorts in the perception of the popular classes 
but also struck a serious blow at the Congress 
support system In their place NTR created 
village administrative officers to he recruited 
through open competition Some of the patels 
and patwaris fulfilling the requisite 
qualifications were also accommodated. These 
reforms were part of the larger administrative 
reforms (which include the restructuring of the 
revenue and panchayal raj in.stitutions) 
introduced by NTR dunng his first term (1983- 
89) in office I.Snnivasulu 1990] 

4 The first phase of Ihe survey was conducted 
about one month before the election and the 
.second one about 10 days before Ihe election 

3 ll had won 25 scuts m 1991 election and six 
MPs lomcd Ihe party later 

f) TDPN wrested 13 .seats from the Congress. 
Adilahad. .Snkakulam. Bobbih, Anakapallc. 
Kakinada. Machiliputnarn. (?hittnor. Konin- 
nugur. Narsapur, Narasaraupcl. Warangal. 
Nagarkumool. Hindupui Its allies, the CPI 
and CPI(M) wrested ihc Badrachalam and 
Kammain seals rospeclively The four seals 
wrested by ihc Congress are Guntur, 
Vi)ayuwad,i, Atiiulupuraii!.ind Vishakapalnam. ■ 

7 Only 11 7 per cent ot the respondents from 
AP felt that they were close lo any political 
party during the 1996 post-poll survey 
conducted by the C.SD.S 

8 The while paper on the .stale of AP economy 
enlilled. '.Slate Finances The Factual Position' 
brought out hy the slate government 
(Government of A P: 19961 reinforces this view 
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Shifting Political Loyalties in Uttarakhand 

Pradeep Kumar 

The people of Uttarakhand have broken from their traditional centripetalist polities and the movement 
for a separate state of Uttarakhand has become spontaneous, no longer dependent on politicians for 
mobilisation. This makes Uttarakhand a distinct political entity for analysis. The region has recently voted 
for the BJP as it had no other choice - it rejects Mulayam Singh Yadav’s Samajwadi Parly and any party 
that associates with it. 


UTTAR PRADESH, the nio.st populous 
and politically the most crucial state, is 
representative ot India in more ways than 
one. Not only has it variously been re¬ 
ferred to as the ‘heartland’ (‘hridaya 
pradesh’). nerve centre of the political 
‘mainstream’ and the like, it has also tended 
to monopolise ‘centripetalist’ politics in 
India. While many other states developed 
their linguistic, cultural or ethnic identi¬ 
ties long ago. the only identity that UP has 
ever been I ami liar with has been the Indian 
identity, or in the narrowest sense the 
Hindi identity. Interestingly, the latter does 
not always refer to the Hindi belt and, in 
its broader version, is claimed to be sym¬ 
bolic of ‘Indian identity’. While most other 
state.syregions have derived their linguis¬ 
tic-cultural identifications from their re¬ 
spective regional languages. UP is seri¬ 
ously ‘handicapped’ in its lack of any 
rcgion-specillc language - Hindi being 
evocative of Hindustan, yet another name 
for India that is Bharat an entity much 
larger than UP. 

It was the exces.sive emphasis on ‘na¬ 
tionalist’ and ‘all-India’ politics that hin¬ 
dered the development of UP as a region. 
In fact, one reason why it was kept intact 
as one state, despite its culturally hetero¬ 
geneous and administratively somewhat 
unmanageable size, was its nationalist 
political ethos. The latter was considered 
to be a reasonable antidote to the possible 
emergence of the forces of vivisection and 
disintegration, released in the wake of the 
partition and the subsequent reorganisation 
ol states on a linguistie basis. UP's tre¬ 
mendous diversity in terms of culture, 
dialects, geographical terrain and religious 
composition, etc, was considered to be 
insurance enough against the centri- 
fugalism of the ‘peripheral’ zones. In other 
words, this multicultural state, supporting 
a huge population on a territory larger than 
that of many nation stales of Europe, was 
supposed to act as an ‘anchor’ for the 
Indian nation state. It was this political 
belief, more than any other reason, that 
not only kept the state undisturbed all 
through the stages of reorganisation in the 
1950s and the 1960s. but even encouraged 
the merger of three princely states with 


it. after independence. Thc.se princely states 
were Bcnara.s. RampurandTehri Garhwal. 
It is not as though the reorganisation 
process simply bypassed UP; it was its 
commitment to centripetal politics that 
made it so. 

While it will be difficult, and even a bit 
out of context here, to make an evaluation 
of the role that the .state eventually played 
in national politics in the last 50 years, it 
can be safely maintained that, of all the 
regions in the country, UP has continued 
to persist with its centripctalism, its con¬ 
tinuous downward journey on the eco¬ 
nomic front notwithstanding. Surprisingly, 
despite decades of economic under¬ 
development. there seems to have been 
hardly any .serious popular support for the 
division of the Mate. Much of the protest 
again.st the Jumbo size of this political 
conglomerate has come, ironically, from 
the ‘outsiders’, and there too, from among 
the intellectual circles, who in any case 
have very little contact with the ground 
reality in India. Moreover, the intention 
of these supporters of HP’s division has 
invariably been ‘to cut it to size‘, to curb 
its overrepresentation in the parliament, 
to which it .sends 85 members out of the 
total 545. What, in fact, has deterred the 
succes.si VC governments from dividing the 
state is perhaps the ab.scnce of any genu¬ 
ine/serious mass-based demand for its 
division. Tlius one of the four unwritten 
rules, which according to Paul R Brass, 
have governed the reorganisation of .states 
in India, namely, the demand being sup¬ 
ported by the popular assertion, has largely 
been missing in the case of UP until 
recently. 

I 

Uttarakhand as Political Region 

Uttarakhand, comprising the 12 hill 
districts of the Garhwal and the Kumaon 
divisions of we.st UP, has been an excep¬ 
tion of sorts. Even though what applies 
to other cultural zones of UP (like 
Bundelkhand, Rohilkhand. Awadh. 
Bhojpur and Doab) also applies as much 
to Uttarakhand, it may be worth noting 
that in addition, Uttarakhand has a distinct 
geographical identity which makes it much 


more unique as a region than many others. 
Interestingly, some of these regions do not 
have even a strong self-perception of being 
a distinct entity and may have existed as 
regions more in the minds of linguists, 
.social-anthropologists and psephologists. 
The Upper and the lower Doab arc just 
two cases in point which perhaps would 
be di ffi cu It to idemi fy i f one were to depend 
exclusively on the technique of.self-idenli- 
ficalion. 

As against the cultural regions of the UP 
plains. Uttarakhand has remained more 
‘isolated’ on account of its hilly terrain. 
The latter has even imparted it a historical 
identity. While most rulers of the plains 
could annex more and more territories and 
cxpuiid their territorial empires, thereby 
forcing ihcircubjects to come under single 
administrative control the mountainous 
districts remained perpetually ‘inacces¬ 
sible’. Even when some rulers were suc¬ 
cessful in bringing these under their sub¬ 
jugation. it was more a de jure subjection 
than ade facto one. Consequently, the hill 
dwellers remained more or less untouched 
by the upheavals in the plains. In fact 
many migrants from these plains, who 
became fugitives in wake ol some of the 
invasions, (particularly those ol ‘Mus¬ 
lims’), sought refuge in lhc.se ‘remote’ 
sanctuaries. 

Even though the movement for the 
creation of a separate hill stale of 
Uttarakhand is .sulficicntly old, it did not 
gather muss support and largely remained 
submerged underneath the centripetalist 
politics ol I IP till recently. The region of 
Uttarakhand idenlilied itself with the 
‘mainstream’ of UP as it contributed three 
chief ministers to the state - more than 
its quota in tenns of its population. 

There has. however, been a major shift 
in the political thinking of this region in 
the last few years, and developments in 
these years have brought the issue of 
creation of a separate state on to the main 
agenda of electoral politics in the region. 
It is loo complex a development to hazard 
the identification of any single factor or 
cau.se’ as being responsible for the 
‘massiiication’ of the demand for a sepa¬ 
rate stale in these years. However, some 
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major political events which ignited the 
tinderbox can perhaps be identified with¬ 
out much hesitation. This identification is 
particularly important becau.se of their 
direct impact on the electoral politics of 
the region. It is the.se events which we 
.shall di.scii.ss later, which ‘massiried’ the 
movement for a .separate hill state and 
actually changed the political .scenario in 
the region. The simmering discontent 
arising out of economic neglect could be 
converted into a movement powerful 
enough to exert pressure on the state and 
central governments, only after a .series of 
events in 1994 and 199.5 energi.sed the 
masses. Even the existence of the 
Uttarakhand Kranti Dal (UKD). since 
1978-79. had made very little impact on 
the politics of the region, although the 
party came into existence with the avowed 
aim of fighting for a separate Uttarakhand. 

It all began in August 1994 when the 
agitationists who had been sitting on 
'dharna' at the divisional headquarters of 
Garhwal in Pauri were forcibly removed 
by the admini.stration on August 8. The 
agitationists were largely students, their 
parentsandguardians, particularly women, 
some employees and political activists, 
who were demanding revocation of the 
UP govemmem order to extend the 27 per 
cent reservations for the OBCs to the hill 
districts. The latter have almost negligible 
(2 to 3 per cent) OBC population and 
giving them a 27 per cent quota would 
have clearly meant inviting more people 
from the neighbouring plains to occupy 
the .scats in educational institutions of the 
hills. Tins infuriated the people and sowed 
the seeds of di.scuntent to which subse¬ 
quently, the UKD volunteers also added 
the demand for a separate state of 
Uttarakhand. This demand was put for¬ 
wards as tnc only final .solution to such 
anomalies created time and again by the 
government at Lucknow which had very 
little understanding of the peculiar prob¬ 
lems of the hills. The difficult mountain¬ 
ous terrain and a di.stinct geographical 
character have made it difficult for the 
planners to imaginatively tackle the prob¬ 
lems of the hill dwellers. However, the 
demand for a separate slate could not have 
been so militant but for the mishandling 
of the agitation by the administration. The 
agitationists were beaten up, lired upon 
and sent to far away jails. This only re¬ 
inforced their belief that they could not 
be treated well by the state machinery 
which was indifferent to their demands. 
To worsen the situation further, the firings 
at the Utlcuiikhand agitationists at Khatima, 
Mussoric and Kampur Ka Tiraha 
(Muzaffamagar) resulted in deaths of many 


young men and women. The climax came 
when the agitating people on their way to 
Delhi in connection with a national rally 
on October 2, 1994, were stopped near 
Muzaffamagar, and the police assaulted 
them bnitally. There were widespread al¬ 
legations of the rape of women activists 
by the policemen them»;lves. The admin¬ 
istration. which was then under the control 
ol the Samajwadi Party-Bahujan Samaj 
Party (SP-BSP) coalition and its chief 
minister. Mulayam Singh Yadav, only 
added insult to injury by imposing curfew 
on several areas in the hills where people 
were not familiar even with a regular 
policeman. It is important to understand 
these details because, more than anything 
else, it is the.se events that created an anti- 
UP psyche in the hills. No amount of 
economic neglect and no amount of ‘de¬ 
velopment of underdevelopment’ had been 
enough to bring the region out of the 
centripetali.st politics of UP. Regionalism, 
like in rest of the state, had remained until 
then, an anathema in the region, some¬ 
thing equated with ‘anti-nationalism’. 

It is the.se developments that have, of 
late, given Uttarakhand a distinct political 
identity. It will not be an exaggeration to 
maintain that in the ia.st three and a half 
years, Uttarakhand has developed its own 
identity in UP politics, thereby subsuming 
the hitherto prevalent Garhwali and 
Kurhaoni identities. All steps to curb the 
agitation by the government have only 
added to the alienation of the region. Most 
of the victims of police firing have become 
‘martyrs’ to the cause of Uttarakhand and 
numerous marble slabs have come up in 
many towns of the region that list their 
names in commemoration. Several pubjic 
places (like chowks/parks) have been 
dedicated to them by the people. This 
indicates a stage where the movement has 
attained spontaneity, no longer dependent 
on small-time politicians for mobilisation. 
It is one of those rare cases where various 
political parties arc try ing their best to ride 
on the popular wave by appropriating and 
stealing the slogans of the masses. I'hc 
agenda has been set by the people, and 
the political parties are vying with each 
other to respond to this. In short, 
Uttarakhand h as, in a psychological sense. 


seceded from UP. This naturally has 
implications for electoral politics. 

This development makes sense if we 
treat Uttarakhand as a di.stinct political 
entity for our analysis and not any more 
as merely one subregion of UP. It surely 
qualifies the region for separate treatment 
here. No other region in UP would qualify 
for such a treatment in view of the lack 
of political assertion in the manner in 
which it has happened in Uttarakhand. 

II 

Electoral Background of 
Uttarakhand 

UP, one time bastion of Congress poli¬ 
tics in India, has also the distinction of 
being the state which has witnessed its 
near total political annihilation in the last 
decade. Even a cursory look at the elec¬ 
toral tally shows that the Congress has 
experienced a continuous slide in its elec¬ 
toral support ba.se. ever since the ninth 
general elections to the Lok Sabha (1989). 
Its support, in terms of votes polled, 
declined sharply after the eighth general 
elections (1984) when it had polled as 
high as 51 per cent votes, a figure which 
declined thereafter to 30.9 percent {1989), 
18.7 per cent (1991), 8 per cent (1996) and 
finally to its nadir a little over 4 per cent 
(1998). The figures in last three general 
elections have taken the party’s electoral 
support to a level which is much lower 
than even the post-emergency decline 
when, despite all odds, the party managed 
to enlist 24.9 per cent voters' .support in 
March 1977. The alliance of the Congress 
Party with the BSP a relatively young 
region-based party in UP in September- 
October 1996 assembly poll, and that too 
on humiliating conditions - the Congress 
getting only 125 seats out of a total of 425 
- reveals its pathetically decline. 

UP is currently undergoing the process 
of some kind of a political ‘sagarmanthan’ 
(churning), and the politically fluid situ¬ 
ation at the moment points towards this 
uncertainty. Several new forces have come 
to the fore in last one decade or so. If 
hindutvabecame a symbol of mobilisation 
by the BJP, almost simultaneously the 
politics of backwards was given a boost 
by the Janata Dai and its various incar- 
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nations. The dalits, who found themselves 
outside both these social and political 
forces, gathered around Kanshi Ram's 
BSP. Thus diverse pulls changed the 
support bases of almost all the political 
parties. The BJP, which was at one time 
confined to the upper castes, had to 
mobilise a sizeable section of the back¬ 
wards (like the lodhas. the kurmis, etc), 
the Janata Dal and Samajwadi Party of 
Mulayam Singh Yadav. made particular 
efforts to enlist the support of Muslims 
who constitute a sizeable 16 per cent plus 
in UP, the BSP broadened its base to 
include several backwards among the 
backwards (i e, the extremely backward 
castes among the OBCs) as copartners 
with the dalits. Interestingly, the word 
‘dalit’ itself became popular in UP only 
in last few years when Kanshi Ram and 
Mayawati started making public attacks 
on Mahatma Gandhi for popularising the 
word Harijan' for the scheduled castes. 
'Dalit politics’ became the crucial decid¬ 
ing factor after the dalits refused to remain 
tagged on to the national parties like the 
Congress as mere junior partners, where 
they were required more for swelling their 
electoral support, than for any genuine 
political coalition. It may be intcre.sting 
to look at the rising prospects of the BSP 
in UP. Almost from scratch, it built up its 
support and has become a major player 
in state politics. In short, while the BJP 
cut into the upper caste base of the Con¬ 
gress, the BSP weaned away the sched¬ 
uled caste voters from the 'dominant party’ 
of yesteryears. It is only the SP/JD support 
among the upper backwards like the 
yadavs, and the koeris and even some 
kurmis that has largely remained intact, 
even though this combination of panics 
has taken different political names vary¬ 
ing from Bhaniya Kranti Dai (BKD) to 
Dalit Mazdoor Kisan Party (DMKP), 
Bharatiya Lok Dal (B1.D), Lok Dal (LD). 
Janata Dal (JD), Bharatiya Kisan Kamgar 
Party (BKKP) and even Samajwadi Party 
(SP). This later incarnation of the BKD 
absorbed the left-over .socialists in UP 
politics to extend its base to .some of the 
lower backward sections of the population 
in east and central UP. 

It is however important to mention iiere 
that the backward castes themselves do 
not constitute a meaningful category, even 
for the purpo.ses of electoral analyses. The 
dominant upper backwards, the depressed 
backwards and the dalits are the three 
different backward ca.stc groups in UP that 
make the winning combination for any 
party. The SP-BSP alliance for the 1993 
assembly elections actually pursued this 
caste combination as the old AJGAR 


formula devised by the late jat leader 
Charan Singh had obviously failed to 
muster enough electoral support from 
among these groups. Thus it could not take 
various incarnations of the JD (B KD/BLD/ 
LD/JD/DMKP) anywhere beyond a coa¬ 
lition with some of the parties of the upper 
castes. The division of the backwards into 
three parties, mentioned earlier, ensured 
that they remained political appendages 
whereas the major constituents of the 
coalition always had a more decisive say 
in politics. ’While the JD concentrated on 
the upper OBCs. some Lohiaites made a 
dent in the lowest OBC votes, even though 
not very succe.s.sfully. The socialist parties 
and the BKD (or JD) in UP made an 
attempt to combine the strength of the two 
groups by welding the political and eco¬ 
nomic power ot one with the numerical 
strength of the other, but in view of the 
schism between the two. they fell short 
of a winning formula. The caste statistics 
in I'P reveal that the jats. the yadavs, the 
kurmis, the koeris, the lodhs, etc, together 
constitute only about 15 per cent of the 
total population. As against this the de¬ 
pressed backwards (i e. the lower OBCs) 
constitute about 25-30 per cent, nearly 
double the population of the less backward 
castes. This is very crucial for any elec¬ 
toral game. However, the yadav leader- 
.shipofthe OBCs has largely failed to sufll- 
cicntly mobili.sethisgroupot castes, maybe 
due to the backward-backward rivalries 
between the two. The SP-BSP alliance of 
1993 actually was an attempt to weld these 
groups, along with the Muslims and dalits. 
together into a winning combination, 
which however could not succeed. 

The social and political upheaval that 
has characterised electoral politics in UP 
in the last few elections, has hardly had 
any direct impact on Uttarakhand. The 
results of last few general elections indi¬ 
cate the fast declining fortunes ol the Con¬ 
gress Party as against a sharp rt.se in BJP. 
SP and BSP support in the .state (Table I). 
Contrary to these general trends in Uttar 
Pradesh, one finds a .somewhat different 
political scenario in Uttarakhand (Table 2). 


Uttarakhand had the distinction in 1991, 
of being the only region in UP to give a 
very high percentage (40.3 per cent) of 
votes to the BJP. which made a clean 
sweep of all the four parliamentary seats. 
Incnmparison. Bundelkhand. another such 
region where the party won all the four 
scats, however, gave the BJP only 31.9 
per cent votes. In fact, the BJP’s score, 
in terms of valid votes polled in 
Uttarakhand was the highest when com¬ 
pared with that of any other political party 
in any region of the state. Yet, it was in 
this region that the BJP suffered the most 
and could manage to win only half the 
seats in the parliamentary elections held 
in May 1996, .securing only 30.2 per cent 
votes. The only other parties to have 
suffered such an electoral damage were 
the Congress and the Janata Dal. but then 
their loss should be analysed in view of 
the divisions and splits, in their ranks. If 
Congress (T)’s and Samajwadi Party’s 
votes are clubbed with their parent parties’ 
votes, the tally comes to 44 per cent and 
8.2 per cent respectively. Thus the Con¬ 
gress is in fact a net gainer and the Janata 
Dal’s loss is that of around 4 per cent 
votes. It is only the BJP which lost ap¬ 
proximately 10,per cent votes without 
having faced any split in the party that 
could have affected its base in the region, 
and despite having slightly gained in its 
overall tally in the state. The only other 
region in the state where the BJP lost 
considerably in the lust five years was 
Rohilkhand, where its seats went down 
from seven to two (out of a total of 10), 
and the vote share accordingly declined 
to just 29.1 per cent, from a high of 37.5 
percent in 1991. In all other regions, the 
BJP actually gained in terms of votes, 
barring Poorvanctial where its vote share 
declined by only half a percentage point. 

The electoral protl le ot Uttarakhand can 
be better understood by looking at the 
social and cultural composition of the area 
The region, being largely mountainous, 
has remained somewhat cut off histori¬ 
cally from the plains. Most rulers of the 
plains, right .since the days of the Mughals, 


T/.ULb 2: Lok Sabha Poii.s: UnARAKiiANo RK)if)N (IVVI-iK) 


Party 

IWt 

1996 

1998 

.Seats Won Vole (Per Cent) 

.Seats Won 

Vote (Per Cent) 

.Scats Won 

Vote (Percent) 

INC 

_ 

.t3.4 

- 

II S 

0 

25.7 

BJP 

4 

40.3 

2 

M)2 

4 

48 2 

JD 


12.1 


0 1 

0 

- 

B.SP 


2.2 


10 1 

0 

9.4 

.SP 

- 

- 

- 

8 1 

0 

6.2 

INC(T) 

- 

- 

2 

33 .S 

0 

- 

IND 

- 

6.0 

- 

2 2 

0 

2.5 

Others 

- 

6.0 

- 

54 

0 

7.9 


Sounr: C.SDS Data Unit. 


Economic and Political Weekly August 21-28, 1999 


2461 



who tried to extend their control over the 
Garhwal and Kumaon hills, could do so 
only symbolically. I'hc local chieftains, 
who at times accepted the suzerainty of 
the ■emperor' from the plains, enjoyed 
considerable freedom at the regional level/ 
his 'acceptance' being only formal and 
confined to contributions to the treasury, 
etc 'Muslim rule’ in the plains affected 
the hills in a different manner. Many 
residents of the plains who felt suffocated 
under the 'alien' rule for some reason or 
the other, migrated to the hills which were 
gcncially considered to be inaccessible. 
This helped them pre.scrvc their culture 
and religious rites. Many hill dwellers are 
thus descendants ot those who migrated 
to the hills hundreds ol‘ years ago. Most 
of these were either from the pric.stly classes 
or were associated with some ol the 
‘kshatriya-rajputs'. F.vcn though the claims 
of many of these upper castes ttxlay may 
he doubtful in terms of their sociological 
status, the process of sanskritisation seems 
to have helped them move upward, over 
the years. This may account for the neg¬ 
ligible percentage of 'backwards' and 
Muslims in the population of I Ittarakhand. 
It is this peculiar population composition 
of the region that sets it apart from the UP 
plains where 'backwardisation of poli¬ 
tics'. has changed the political climate of 
the state almost completely. Thus a rising 
party of the dalits which is fast cutting into 
the ilalit base of the Congress Party, the 
Samaj wadi Party of Mulayam Singh Yadav 
which seems to have cornered the Muslim 
votes, once the monopoly of the Congress 
Party, and the Janata Dal. the legatees of 
Chaudhary Charan Singh’s Bharatiya 
Kranti Dal and Bharatiya Lok Dal, arejust 
nut elcctorally relevant to the region. It 
is only in the 'terai' belt of the Nainital 
district, now renamed Udham Singh Nagar, 
that the ’backward’ caste votes have .size¬ 
able strength. This perhaps accounts for 
the relatively beilci performance of the 
SP/BSP in this di.strict. 

Ill 

Electoral Politics since 1996 

UP went to the polls twice in 1996, first 
in May for the Lok Sahha and then in 
Scptember-October for the vidhan sabha. 
The instability resulting from no party 
gaining a clear majority has forced mid¬ 
term elections on the state. The term of 
the vidhan .sabha has in practice reduced 
to a period of about two years. Thus, after 
1991, vidhan sabha polls were held in 
199^ and then recently in 1996. >Vhilc in 
1991, the BJP formed the government at 
Lucknow, in 1993, it was the SP-BSP 
combine that eveivtually succeeded in 


forming its government under the chief 
ministership of SP supremo Mulayam 
Singh Yadav. However, soon this arrange¬ 
ment gave way to the BSP-led and BJP 
supported Mayawati government, which 
like its predecessor could nut last long, as 
s(xin after its formation, the BJP withdrew 
support which it had lent ‘from outside’. 

A cunsory comparison of the five elec¬ 
tions held in last 5-6 years, i e, Lok Sabha 
polls 1991, and 1996, and vidhan sabha 
pulls 1991,1993 and 1996, indicates some 
very interesting developments in UP. 
While the fortunes of the main political 
players have remained almost unchanged 
overall, the Uttarakhand region has expe¬ 
rienced .severe upheavals in terms of the 
performance of the main political actor of 
the region, the BJP. It is interesting to note 
that the main political players in the Lok 
Sabha elections in 1991 and 1996, the 
BJP, the JD and the Congress, secured 51, 
53,22 and 17 (including SP), five and five 
seats respectively. Similarly, in the as.sem- 
bly elections held in 1993 and 1996. the 
main political actors in UP won nearly the 
same number of seats. The tally was BJP 
176 and 177. the SP-BSP 177 and 176 
(clubbing the two even though there was 
no scat adjustment in 1996), the Congress 
28 and 33, and the JD 26 and 15 (including 
the breakaway Bharatiya Kisan Kamgar 
Party), seats respectively. It .seems the 
various political combinations have ex¬ 
hausted the limits of mobilisation of their 
respective social support structure. As 
pointed out by a number of studies on UP, 
these political formations have, quite 
neatly, carved out caste-based electoral 
support. Thus, while the SP gets its major 
support from the upwardly mobile back¬ 
ward castes (such as the yadavs) and the 
Muslims, the BJP depends largely on the 
upper castes and .some of the Sanskritised 
castes from among the backwards (kurmis, 
and lodhs in particular). Similarly, the 
BSP has concentrated on the dalit vote - 
the scheduled caste votes in general and 
the chamar votes in particular - and the 
Congress has retained some support among 
the upper castes even though it has gen¬ 
erally lost a majority of them to the BJP. 
Any further mobilisation on caste basis 
alone is perhaps unlikely to result in any 
major change in the electoral fortunes of 
any of these political formations. This 
partially explains the phenomenon of a 
hung assembly for the third time in-a row. 

It is in this respect that the politics ot 
the Uttarakhand region differs somewhat 
from that of the rest of the state. As 
mentioned earlier, the ‘backwards’ arc a 
negligible group in the hills (expect in the 
terai region) and it is the upper castes, 


namely, the brahmins and the rajputs 
(thakurs) who constitute the support base 
of the main political parties like the BJP, 
the Congress and the Congress (T). The 
SP-BSP support is practically confined to 
the Chakarata region in Dehradun district 
and the terai region in the Udham Singh 
Nagar district. These two subregions of 
Uttarakhand are somewhat different from 
the rest of the hills in terms of the com¬ 
position of the electorate. Most of the 
tribals and the scheduled ca.stcs are con¬ 
centrated in these regions, apart from the 
migrants from West Punjab who came as 
refugees in the wake of the partition in 
1947 and have now become owners of 
large agricultural farms. Thus, all the major 
political parties of Uttarakhand are cutting 
into the same caste clientele. This perhaps 
accounts for the major upheavals in the 
fortunes of these parties in the Lok Sabha 
and the vidhan sabha polls. The brahmin- 
thakur rivalry often makes or mars the 
fortunes of individual candidates. Inter¬ 
estingly however the kind of excessive 
caste-based polarisation that has 
characterised the 'manthan' of UPpolities 
for a decade now is by and large missing 
in Uttarakhand hills. F.vcn the dominant 
issues that determine the outcome in the 
UP plains are different from those that 
decide the fate of Uttarakhand politics. 
While issues like the construction of Ram 
temple at Ayodhya and politics of hindutva 
may be important in the hills as well, the.se 
recede into the background in the context 
oF’morc important ones like the creation 
of the Uttarakhand state. Since most 
political parties which matter in the region’s 
politics are already committed to the 
creation of a .separate hill state, the real 
issue has become the ’sincerity’ or 'lack 
of sincerity’ in making efforts in that 
direction. Except the CPM, which is quite 
hostile on this issue, most other parties 


Tabi.e 3' Assembly Ep.Ecn()N 19%: 
Uttarakhand CoNsiinjENc-irs 


Constituency 

Voles Polled 


BJP 

UKD 

Oehradun 

59907 

5.544(P) 

412(D) 

Mussooric 

75253 

443(D) 

Tchri 

37616 

9334(D) 

Chakrata 

34060 

2166(P) 

Dev Prayag 

38093 

24576 

Pauri 

46232 

1815 

Badri-Kedar 

481.38 

1440(P) 

Uansdowne 

56576 

I483(P) 

696(D) 

Kama Prayag 

37941 

4922 


Notes: P = UKD (Panwar faction); D = UKD 
(Dangwal faction) 

Source: Compiled from Amur UJala (Meerut), 
October It, 1996. 
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have generally tended to support the state¬ 
hood demand. The SP and BSP. even 
though not very favourably inclined to 
this demand, have nevertheless sided with 
it by passing a re.solution in its favour 
during their reign in Lucknow. The BJP 
had already done so during Kalyan Singh’s 
chief ministership earlier. Even the CPI 
has always supported the creation of a hill 
state. The Congress prefers a ‘regional 
council’ type arrangement or a union 
territory status for the region. Thus it is 
only the CPM which does not favour the 
creation of Uttarakhand, but then it has 
practically no support base in the region. 

It is this ‘consensus’ in favour of the 
demand for a hill state that has somewhat 
changed the political .scenario in the 
Garhwal-Kumaon hills. While all parties 
favour the demand, none has rtnally suc¬ 
ceeded in appropriating it fully. Even the 
only regional party of the hills that owes 
its very name and origin to the demand 
for Uttarakhand, the UKD. has failed 
miserably in consolidating the gains of its 
efforts to mobilise the masses on this issue 
in last three to four years. It is in this 
context that the the Lok Sabha and the 
vidhan .sabha polls in 1996, and the Lok 
Sabha poll in 1998. need to be analysed 
in Older to understand the swiftly chang¬ 
ing fortunes of some of these parties. 

Ever since the demand for Uttarakhand 
‘massified’, the UKD, the only regional 
party in the UP hills, has spearheaded the 
agitation. The UKD which was founded 
in the late 197()s had raised the demand 
several times in the past as well, but it 
remained a marginal lorce in the absence 
of a mass-base ol the movement. The 
demand in fact remained confined to 
intellectual circles and consequently, at 
the polls it could hardly generate any 
sentiments in lavour of the pro- 
Uttarakhand candidates. It was precisely 
this that enabled the national parties in the 
past to keep their electoral bases intact in 
the region. The Lok .Sabha elections held 
in 1996 were the first when the issue was 
brought on to the agenda. Earlier, in the 
1991 Lok Sabha elections, the BJP had 
swept the polls, winning all the four seals 
from the region. Even though the ‘Ram- 
wave’ was largely responsible for this, the 
BJP’s attempt to appropriate the Uttara¬ 
khand slogan ('Uttaranchal' as it calls it), 
was also partly responsible for the hand¬ 
some margins with which the BJP candi¬ 
dates won the seats. However apart from 
passing a resolution in the UP state assem¬ 
bly during chief minister Kalyan Singh's 
regime (which was subsequently repeated 
even by the ‘villain’ of hill politics, 
Mulayam Singh Yadav’s government in 


UP), the BJP did nothing at the centre to 
create the hill state. Its sizeable strength 
at the centre between 1991-1996 had made 
the hill dwellers hopeful of some pressure 
being built up on the centre in this matter. 
This was the background to the declara¬ 
tion of Lok Sabha elections in March 
1996. There was enough re.sentment among 
the people to boycott the polls to protest 
against the lackadaisical attitude of the 
centre. Since the UKD boycotted the 
elections, the people were left with very 
little choice except to vote for the national 
party candidates. Thus half the seats were 
won by the Congress (T) and the BJP each. 
Table 2 shows the declining fortunes of 
the BJP compared to its score in 1991. 

The results of the Lok Sabha polls were 
along expected lines because there was no 
other serious contender in the region thanks 
to the boycott call. The Congress had long 
been out of the race in the region, as in 
the rest of the state. 'I’hc SP and the BSP 
had earned the wrath of the hill dwellers 
during the agitation in 1994, rc.sulting 
from the Mu/.affarnagar incident of Tiring 
and rape. The Mussoric and Khatima firing 
incidents also generated hatred against the 
SP-BSP government. 

Thus, except in Nainital, the SP-BSP 
remained at the fourth position. Only the 
Congress (T) po.scd a serious challenge to 
the BJP in the region, from whom it 
snatched two scats, Garhwal and Nainital. 
Both the winners, Narayan Dutt Tiwari 
and Satpalji Maharaj. were very popular 
candidates. Tiwari was not only the party ’ s 
national president hut was hailed as a 
‘parvat putra’ (son of the hills) and 
'vikasputra' (harbinger ol development) 
in the Kumaon region. His defeat in the 
previous Lok Sabha polls was deeply re¬ 
gretted by his electorate in Nainital who 
insisted on ‘correcting’ this 'mi.stake' in 
the 1996 elections. Most buildings in the 
Kumaon hills are associated with his efforts 
to generate aclimatc for economic develop¬ 
ment in the hills during his two tenures 
as DP's chief minister. 

The BJPretainedTehri and Almora seats 
from where its candidates Manbendra 
Shah, the ex-maharaja of Tehri. and 
Bachchi Singh Rawat, won by margins of 
and .‘>7,(K)0 votes, respectively. 
Shah’s margin was reduced by nearly 
11,OCX) votes fmm that in the 1991 elections. 

Throughout ihe UP hills the boycott call 
seemed to be evoking good response on 
the eve of the Lok Sabha poll (1996). but 
the euphoria generated among the 
Uttarakhand activists soon disappeared 
when, on polling day, a reasonably large 
number of voters (3.S-40 per cent) turned 
out to vote. This proved all those wrong 


who had claimed that the hills had been 
totally alienated from the political parties 
who were not putting enough pressure on 
the centre to force it to accede to their 
demand. Two things accounted for this. 
The caste factor in some towns, where 
rajput-brahmin rivalries induced voters of 
their respective communities to vote for 
their candidates, leading to ‘counter turn¬ 
out’ . The second factor was the logic of 
the ‘first past the post’ system where a 
candidate securing maximum votes would 
get elected, even if only a handful of voters 
Tinally turned out to vote. This made the 
whole idea of boycott look ridiculous, and 
the candidates could persuade the voters 
to turn up on the polling day. 

IV 

Recent Shifts and Future Pnxspects 

It was only in May 1996 that the BJP 
had a .setback in Uttarakhand when two 
out of the four Lok .Sabha seats in the 
region were snatched from it. The two 
notable winners from the Congress (T). as 
mentioned earlier, were party president N 
DTi wari himself, and Satpal Maharaj who 
subsequently became minister of stale for 
railways. This was despite the fact that the 
BJP was the first party to have pas.sed a 
re.solution in the vidhan sabha for a sepa¬ 
rate slate of 'Uttarakhand' during -ts reign 
in Lucknow. The anger ol the people was 
then largely directed against the BJP’s 
attempts to ‘sabotage’ the boycott call 
given by the Ihlarakhanu Samyukta 
.Sangharsha Samiti (UK.SS.S), the Joint 
action committee. 

Most voters then believed that the 
political ambition of a party like the BJP 
was tcK) compelling a factor to allow it to 
join an apparently ‘iion-politicaT move¬ 
ment like the one being launched for 
Uttarakhand slate 'The verdict in the vidhan 
sabha poll (October 1996). however, gave 
a nearly clean .sweep to the BJP - 17 out 
of 19 .seals in the region. The Kashipur 
.seatinTcrai andChakrala in JaiinsarBawar 
area were the only ones it lost. The party 
repeated this pcriormance in the recently 
held 1998 Lok .Sabha poll. This despite 
the aKsence of a ’Ram lah.ar’ this lime, and 
despite the United Tronl (UF) prime 
minister having announced from the ram¬ 
parts of the Red Fort, the decision ol his 
govemmcni to create a separate state of 
Ilttarakhand. Dove Gowda had perhaps 
expected a change alter this announce¬ 
ment in favour of the Congress (T). a 
constituent party of the UF. It seems that 
the entire thing boomranged and even the 
support that had existed before for the 
party disappeared altogether. This per- 
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haps explains the defeat of N D Tiwari 
who until recently headed the Congress 
(T) before contesting the 1998 Lok Sabha 
election on Congress (I) ticket. 

Besides the Congress (T) being the only 
constituent party of the UF having a base 
in the region, the HKD had also set its eyes 
on ai least a sizeable chunk of seats, 
consequent to the agitation for a separate 
stale It has spearheaded for over a decade 
now. It may be recalled that, unlike the 
BJP and the Congress (T). the 1IKD had 
not participated in the Lok Sahha poll held 
in May this year, in view of the boycott 
call given by the UKSSS. 

The BJP sweep might appear .somewhat 
startling to the people outside the region. 
But the Congre.ss (T) and the Congress 
both had associated themselves with the 
leaders and the party (Mulayam Singh 
Yadav and SP) whose government in 
October 1994 was responsible for the 
‘humiliation' of the Utiarakhandis. Every 
attempt was made to keep the enquiry 
report from the public to protect the guilty, 
which increa.scd the feeling again.st the 
two leaders. Mulayam Singh Yadav and 
Mayawati, especially against the former 
who had headed the admini.stration at that 
time. A .straight answer to the que.stion 
from the Uttarakhand activists about rea¬ 
sons for the BJP’s sweep, was the absence 
of any ‘choice’ before the hill dwellers. 

Apart from these political parties, the 
only available alternative besides the BJP, 
was the regional party, the UKD. The 
latter, has been deeply divided itself. 
Besides having a fragmented leadership, 
it has suffered heavily on account of a lack 
of any serious effort to build the 
organisation from below. Most activists 
believe that the UKD has the ‘large.st 
number of leaders’ - a sarcastic reference 
to the lack of organised and cohesive 
leadership. While it had successfully 
mobilised the people two years ago in 
favour of the demand tor a separate state, 
it failed to translate this mobilisation into 
electoral gains. Con.scquently. in slate 
assembly polls it saw humiliating defeats 
Table 3. First It gave a call for the boycott 
of Lok Sabha elections and then, for no 
apparent reason, fell in line at the time of 
the vidhan sabha poll. Many activists whom 
I met at Uttarkashi, Kama Prayag. Rudra 
Prayag, Gopeshwar, Joshimath and 
Dugadda, maintained that it was ridicu¬ 
lous on the part of the UKD to have 
boycotted the Lok Sabha poll. It would 
have been more sensible to dissociate 
itscll liom the vidhan sabha poll, as in any 
ca.se the people were asking for .severing 
their links not from Delhi but from 
Lucknow. 


As a matter of fact, the UKD was not 
even rc.sponsible for the massive 
mobilisation for the separate stale that 
took place in August 1994. It was essen¬ 
tially a spontaneous movement spear¬ 
headed by the students and their guardians 
(largely mothers) against the extension of 
the 27 per cent OBC reservations to the 
hill areas (where the ‘backwards' consti¬ 
tute a mere 2-3 per cent of the population). 
and the statehood demand was only suh- 
.sequently added by the UKD. It seems that 
the UKD wasted a good opportunity to 
ride the popular wave, largely due to its 
inability to rise above petty leadership 
interests and lack of grass roots workers 
capable of withstanding the temptation of 
seeing their names in the regional press 
every morning. 

The BJP repeated its performance of 
1991 in the 1998 Lok Sabha poll when 
it bagged all the four seats from the region 
defeating, among others, the popular leader 
N D Tiwari from the Nainital constituency. 

The declaration from the Red Fort by 
the then prime minister, in favour of a 
separate state of Uttarakhand on indepen¬ 


dence day 1996, and now the BJP-domi- 
nated central government's decision to 
form the state of Uttarakhand, have 
mollified the people in the region for the 
time being. However, the real challenge 
to the regional leadership is yet to come. 
While it is one thing for the regional elite 
to mobilise the mas.ses and raise their 
expectations, it is quite another to 
channelise the.se aspirations .so as to meet 
the rising expectations of the masses. 
Mas.sirication has its own limitations. Once 
a movement draws sustenance from the 
rank and file and enlarges its .scope of 
influence, it tends to create its own mo¬ 
mentum which cannot always be con¬ 
trolled by the leaders who first initiated 
the mobilisation. It is therefore very 
important for this leadership to raise its 
own stature and rise above petty jealousies 
and rivalries to cope with the political 
ambitions of the electorate. Only a politi¬ 
cally wi.se and selfless leadership would 
be able to translate the tremendous enthu-. 
siasm that it was able to generate, into 
constructive efforts to build a new state 
of Uttarakhand. 
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Local Configurations and National Parties in 

Himachal Pradesh 

T R Sharma 

The state of Himachal Pradesh is geographically divided into, one, tribal ‘upper’ areas which have an 
extensive horticultural belt producing for the market, and two, non~trihal 'lower' areas which have subsistence 
agriculture. The upper areas have not entirely shed the feudalism of the erstwhile princely state,\, while 
the lower areas nurse a grievance of being neglected. The state has a two-party sy.\tem, Congress favoured 
by the upper areas and the BJP supported by the lower areas. The .state has a history of electing to the 
assembly the party which rules at the centre as it is dependent on central financial assistance. 


I 

Introduction 

JUXTAPOSITION of statistics of 1998 
Lok Sabha elections in Himachal Pradesh 
with the electoral data of the state relating 
to 1991 and 1996 elections reveals some 
very interesting features. The Congress 
party's vote share which had risen from 

46.2 per cent in 1991 to 54.3 per cent in 
1996 fell to 41.5 per cent in 1998. It is 
interesting to note that the 1996 up.swing 
for the Congress Party came in the hill 
.state at a time when its electoral fortunes 
sharply declined in the rest of the country 
and its tally of seats fell from 232 to a 
dismal 140 - an all-time low. Further, the 
1998 dismal showing of the party in the 
state came at a time when it improved its 
vote share and tally of seats in the country 
as a whole. The party also suffered badly 
in the 1998 vidhan sabha elections which 
were held simultaneously with the Lok 
Sabha polls. Here, the party's tally of seats 
which was 52 in the dissolved house 
dropped to 31. Us vote share dropped from 

49.3 in the 1993 assembly poll to 43.3 per 
cent. The BJP’s track record is no less 
interesting. While it had won two of the 
four Lok Sabha seats in the state in 1991, 
it drew a blank in 1996. Its vote share fell 
from 42.8 per cent in 1991 to39.6perccnt 
in 1996. The 1998 election shafted this 
downslidc of the BJP. Even though its 
vote share did not show any notable 
increase over 1996, it was able to capture 
three of the tour Lok Sabha seats. The total 
rout of the BJP in 1996 and its spectacular 
come back in 1998 in terms of seats won, 
despite the fact that there was hardly any 
swing in its favour, is completely at 
variance with the general electoral pattern 
witnessed in the rast of the country. A 
close look at the electoral data of 1996 and 
1998 also reveals that in many ways the.se 
two elections mark a clear departure from 
the earlier electoral trend where the popular 
verdict in the state, right since 1972, has 


been very much in line with the pattern 
exhibited by the other state of the region, 
particularly by those of the Hindi heartland. 
It is necessary to explain the 1996 and 
1998 variance by identifying the objective 
and subjective factors that account for it. 

Before we do so, let us look briefly at 
some of the main determinants of electoral 
politics in the state; physiography, 
demography, history, socio-economic and 
politics. In physiographic terms mo.sl of 
Himachal Pradesh is mountainous and 
semi-mountainous, and bears close 
resemblance to the ‘seven sisters' of north¬ 
east India;' only a small part of it is akin 
to the plains ofPunjab. In common parlance 
the former is usually referred to as ‘the 
upper area'; while the latter has come to 
be known as ‘the lower area’. In demo¬ 
graphic terms, 60 per cent of the stale 
constitutes the ‘non-tribal bell' and 
accounts for 96 per cent of its population; 
while the remaining 40 per cent area 
constitutes the ‘tribal belt’ and .sustains 
only four percent of the state's population. 
There is some overlap in the two categories 
(physiographic and demographic), and the 
upper areas do have some non-tribal 
population as well, although the converse 
is not true in that ‘tribal belt' does not 
extend to the lower areas. As we shall 
argue later, the physiographic and the 
demographic factors have come to exercise 
considerable influence on the politics of 
the .state particularly on its electoral politics. 

In addition to these physiographic and 
demographic factors, the politics of 
Himachal Pradesh is strongly influenced, 
almost determined, by the socio-economic 
factors and historical antecedents to which 
a biief reference .seems appropriate. 

At the time of its birth on April 15,1948 
as a part ‘C state of the Indian Union, 
Himachal Pradesh consisted of about 30 
Shimla Hills pnncely states. The political 
structure of these princely states was totally 
undemocratic, the society was highly feudal 
and the economy was extremely primitive. 


almost tribal. People lived in abject poverty 
and servility scanned their psyche. Centuries 
of oppression had rendered them too weak 
and too passive to aspire to break theii 
chains. They had vci^ little interaction 
with the outside world except through 
soldiers supplied for the defence ofBritish 
rule during and between the two world 
wars. It was only towards the late 1930.s 
and early 1940s that the Praja Mandal 
movement for the liberation of these states 
from the feudal princely order began to 
gain ground. However, the movement was 
limited to only microscopic minority of 
political activists. The movement never 
acquired a mass character. It was after the 
integration of princely states into Himachal 
Pradesh and tiie holding of the first general 
elections in 1952, that the peopleof Shimla 
Hills got the first representative govern¬ 
ment. 

II 

Profile of Himachal Pradesh 

The state’s journey on the democratic 
road, which began in 1952, was not 
smooth. The democratic process got a 
setback when the status ol Himachal 
Pradesh was downgraded to that of a union 
territory without a legislative as.sembly, in 
the wake of the 1956 reorganisation of 
states. In fact the very survival of Himachal 
as a separate political unit was threatened. 
It was in 1963 that the legislature was 
restored. Three years later, in November 
1966. the hilly areas of I’unjab - Kangra, 
Kullu, Lahaul-Spiti, etc - were transferred 
to Himachal, at the time of the linguistic 
reorganisation ol Punjab The population 
and territory of the state nearly doubled 
with this transler which ultimately paved 
the way f orcicvating the .status of Himachal 
Pradesh once more from a union territory 
to a state in 1971. 

It needs to be noted that the ‘new areas’ 
which were added in 1966 were quite 
diflerent from the ‘old areas’, not only 
politically but also economically. They 
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had been part of Punjab province since its 
annexation m the British Empire during 
the mid- 19th century. Consequently, they 
had had limited but continuouscxpericnce 
of democratic insiiiutionsduring the British 
rule and more so alter 1947. The level of 
political consciousness of the people of 
the ‘new areas’ was much higher than that 
of the ‘old areas’. The freedom movement 
had had wide popular support in Punjab 
right since the days of the non-cooperation 
movement ol 1920. Several leaders of the 
‘new areas’ had played a very important 
role in the freedom movement under the 
auspices of the Indian National Congress 
and had rubbed shoulders with prominent 
leaders like Nehru and Gandhi, llie transfer 
of ‘new areas’ brought together two sets 
of people who were not without prejudices 
about each other. Moreover, although the 
two could be .said to be cu Iturally somewhat 
.similar, their political culture was quite 
dissimilar. These prejudices and the 
dissimilarity in political culture were often 
reflected in the politics of the stale. 

The transfer of ‘new areas’ has another 
dimension which has all along affected the 
state's politics. The transfer of ‘new areas’ 
has anotherdimension which has all along 
affected the slate’s politics. Before their 
merger with Himachal these areas were on 
the ‘periphery’ of Punjab not only in a 
physical sense but also in politico- 
economic sense. After tbeir merger they 
came to the centrcslage - at least so the 
leadership of thc.se areas thought. How¬ 
ever. it soon rcali.sed that enough political 
space was nut readily available to it in the 
new set-up. Consequently, some tension 
developed between the political leadership 
of the two areas. The two developed diver¬ 
gent perceptions and competing political 
aspirations. While the leadership of ‘new 
areas’ usually boasted of its stellar role in 
freedom movement to justify its prc.sent 
clamour fur a dominant role in the politics 
of the state, the leadership of the ‘old 
areas’ took advantage of its entrenched 
position in the stale’s power structure to 
keep the former at bay. To some extent, 
there developed a feeling of relative depri v- 
alion in the ‘new areas’. It will hardly be 
an exaggeration to say that even today, 30 
years after the merger of new areas, the 
politics of the state, in many important 
ways, is projected along the ‘old-new’ 
divide. 

The economic factor has further 
accentuated this ‘old-new’ cleavage. 
Hiin.iehal Pradesh consi.sts of two distinct 
agro-iiimalic zones: the horticultural and 
the agricultural. The two have hardly 
anything in comn .on. While the ‘new areas’ 
are predominantly agricultural; the ‘old 


areas’ have an extensive horticultural belt. 
For reasons of terrain and topography the 
agricu Itural zone is fit only for subsistence 
farming, while pnxiuction in the horti¬ 
cultural zone is mainly for the market. The 
former is hardly able to generate any 
surplus, while die latter does so in con¬ 
siderable measure. Moreover, agriculture 
still continucstobe labour inten.sive, while 
horticulture is increasingly becoming 
capital intensive. Infrastructural needs of 
the two economies are quite different. The 
two have different priorities and usually 
compete for stale patronage, and rc.sources. 
Over time, the two economies have created 
sharp economic differentials between the 
two regions - the horticultural region has 
moved ahead, while the agricultural region 
has lagged behind. This gulf continues to 
widen because agriculture is not half as 
remunerative as horticulture. The diverse 
historical antecedents of ‘old’ and ‘new’ 
and the economic cleavage of horticultural 
and agricultural zones reinforce each other 
rather than cut across each other. 

Himachal Pradesh is predominantly a 
rural state. Hence there is no niral-urban 
cleavage. Similarly there is no communal 
cleavage because nearly 96 per cent of the 
state’s population is Hindu. 'I’he remaining 
4 per cent consists of Muslims, Sikhs, 
Buddhi.sts and others. On the communal 
plane the .situation in Himachal is .so 
different from rest of the country that most 
analysts/social .scientists find it difficult 
to fully reconcile themselves to this 
scenario. In addition to ‘old-new’, ‘upper- 
lower’ horticultural-agricultural and 
‘tribal-nontribal’ cleavages, the other 
cleavage that gets reflected in politics is 
that on caste lines. But the character of 
this cleavage is quite different from ca.sic 
cleavages in other states of the Hindi 
hcartUind. Table I shows the caste demo¬ 
graphy of Himachal Pradesh, Tables 3 
and 4 .show the caste and community 
composit ion of the elected reprc.scnlativcs 
of the state. 

Table I shows that the middle castes and 
the OBCs, who have come to play adecisivc 
role in the politics of several other states 
of the country, are virtually non-existent 
in this hill stale. Among the OBCs, it is 
only a sn.^!! ghiralh community which is 
concentrated anmnd Nagrota which is of 
some political con.sequence but its overall 
influence in the state’s politics is minimal. 
Among the middle-castes, it is the khatri 
community which has .some political 
articulation in Kangra and Chamba. 
However, the total population of the OBCs 
and middle castes taken together would 
be only around 15 per cent. Nearly 3(1 per 
cent of the population consists of scheduled 


castes and scheduled tribes. While the 
former are evenly scattered all over the 
state; the latter are concentrated in three 
identifiable bells. The majority of the state’s 
population consists of the two upperca.stes: 
the rajputs and the brahmins. In fact, the 
rajputs constitute the most dominant caste, 
numerically as well as otherwise. Of course, 
within each upper ca.stc there is a hierarchy 
of sub ca.stes. TTie sort of de-Sanskritisation 
that has overtaken the other states has not 
touched Himachal Pradesh in any signi¬ 
ficant manner, at least not yet The only 
notable demand which has been articula¬ 
ted by now and then is by the gaddies of 
new areas and the gujjars to get a scheduled 
tribe status. In sum, the struggle for power 
on caste lines is not there in the same 
intensity as in .some other.states. Whatever 
little of it is there, exists only between the 
two upper-castes. Here it needs to be 
remembered that in the ‘old areas’ the 
rajputs have a definite advantage in this 
race because, historically, they have been 
in the ruling position in the princely order. 
The other caste-group isin an advantageous 
position, in relative terms, is that of the 
khalrics, whose economic clout has helped 
them to gain a foothold in the politics of 
the .state.* 

Ill 

Two-Party System 

It is these socio-economic factors 
coupled with the historical antecedents 
that have all along shaped politics in the 
stale, particularly itselcctoralpolitics.The 


Tmjle 1: Demooraphic CoMPOsmoN in 
HIMACIIAI PKAI 1 E.SII CASTh*/CoMMllNirY 

(Dhscundino Ori>i-.r by Size) 


Name 

Per Cent Share 

Upper Caste 

56 0 

Rajputs 

28.0 

Brahmins 

20.0 

Vatshyas/Khatnes 

8.0 

OBC 

I0..S 

Ghiralhs 

6 5 

Cuijars 

\.5 

Others 

2.5 

Scheduled Caste 

25.5 

Chamars 

15.0 

Balinikies 

5.0 

Others 

7.3 

.Scheduled Tribe 

4.2 

Kinnaurs 

1.7 

Lahaulas 

1.0 

Caddtc.s/Pangwals 

I..S 

Muslims 

1.7 

Sikhs 

1.0 

Buddhists and others 

1.3 


Noie: * Authentic figures about population of 
various castes are nut available. 
Therefore the above figures should be 
treated only as approximate. They have 
been compiled from different sources, 
formal and informal. 
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most significant impact of these factors 
has been the emergence of a clear-cut two- 
party system. The contest for power is only 
between the Indian National Congress and 
the Bharatiya Janata Party. Although both 
of them are all-India parties, they have 
developed some sort of a localised 
character. Willy-nilly each comes to be 
identified with an economic zone. The 
support structures of the two arc also 
demarcated in such a way that one is 
strong in the old areas; while the other has 
its stronghold in the new areas. So much 
so that each has also acquired a caste 
identity. In short, the electoral politics in 
the state revolves around the Congress and 
(he BJP. There is no regional party and 
third parties like the CPI, CPM, JD, SP, 
BSP have only a very nominal existence. 
It is only recently that a regional outfit 
founded by Sukh Ram. former union 
communication minister, named Himachal 
Vikas Congress has acquired a strategic 
position in the politics of the state. In a 
situation where the Congress and the BJP 
are evenly balanced the HVC is capable 
of tilting the scales in favour of the one 
with whom it chooses to align itself on 
terms dictated by it. Ciivcn the fact that 
Sukh Ram has been, for three decades a 
powerful leader of the Congress in the 
state he is more likely to erode the electoral 
base of his parent party than that of the 
BJP. Further, given the fact that Sukh Ram 
was unceremoniously thrown out of 
Congress in the wake of the telecom scarn, 
the chances of his joining hands with it 
arc not as bright as that of his aligning with 
the BJP. However, it is too early to say 
whcthcrsuch a personalised political party 
would become a permanent feature in the 
politics ot the state. The chances are that 
it will gradually disappear and the two- 
party system will continue. 

The evolution of the two-party .system 
in the state can be traced to the fourth 
general elections held in 1967. Till ihen, 
Himachal, like other states of the country, 
had only the Congress Party. The Con¬ 
gress Party’s vote share during the first 
three general elections to the Lok Sabha 
ranged between 47.3 and 68.7 per cent 
which enabled it to capture all the seats. 
In the vidhan sabha/territoriai council 
election.s, the party was able to win a clear 
majority and its vote share ranged between 
47.3 and 63.8 per cent. On the other hand, 
the Jan Sangh failed to win a single seat 
in any of the three elections and its vote 
share ranged between 2.2 and 5.6 percent. 
In the vidhan sabha/territorial council 
elections, next to Congress the second 
largest chunk of seats and votes was cap¬ 
tured by independents. Even the Kisan 


Mazdoor Praja Party (KMPP), Swatantra, 
All-India Schedule Caste Federation 
(SCF), Praja Socialist Party (PSP) and 
communiiits registered their victory but 
the Jan Sangh's performance could not 
match them. The 1967 general elections 
mark a watershed in the electoral history 
of the state. The Jan Sangh, for the first 
time, made an impressive showing. Even 
though it did not win any scat to the Lok 
Sabha it polled 19.1 per cent vote which 
was higher than the percentage of votes 
polled by any other political party except 
Congress. In the vidhan sabha elections, 
its performance was even better. With 
merely 13.9 per cent vote, the party was 
able to capture seven seats in a house of 
68. Incidentally, this was the first election 
after the merger of new areas and five of 
the seven scats won by the party were from 
these areas. These are Shimla, Bhota, 
Mewa. Hamirpur and Sulah. 

After 1967 the Jan Sangh further con¬ 
solidated its position and the two-party 
system struck roots. One significant 
development in the electoral history of the 
state has been that, after 1967, there have 
been no simultaneous elections to the Lok 
Sabha and the vidhan sabha. All vidhan 
sabha elections have been held after the 
parliamentary elections. Consequent ly, the 
outcome of the latter have decisively 
influenced the outcome in the vidhan sabha 
elections. This is so because in a small and 
poor state like Himachal Pradesh, which 
has to heavily lean on central assistance, 
the normal tendency of the electorate is 
to put that party in power in the state whicn 
is ruling at the centre. The assumption is 
that this would ensure smooth How of 
funds to the state. There appears to be 
sufficient justification for this assump¬ 
tion. Be that as it may, the fact remains 
that electoral verdict in all the vidhan 
sabha elections, after 1967, has replicated 
the electoral verdict of the Lok Sabha 
elections. 

At the time of the 1971 Lok Sabha 
elections the popularity of Congress was 
very high, partly because of some radical 
measures initiated by Indira Gandhi and 
her slogan of 'Garibi Hatao'. In Himaelial 
Pradesh there was a strong pro-Congress 
wave because in January 1971 it was 
accorded statehood. Consequently, the 
Congress polled an unprecedented 75.8 
percent vote. But even in the midst of this 
wave, the Jan Sangh was able to poll 10.6 
per cent vote. The popularity graph of the 
Congrc.s.s further improved becau.se ol 
India's role in the liberation of Bangladesh 
in late 1971. Consequently in the 1972 
vidhan sabha poll, the Jan Sangh's vote 
share declined to 7.7 per cent but it was 


able to win five seats in the assembly, 
including three which it had won in 1967 
in the new areas. One can say that, by 
1972, some as.sembly .segments had clearly 
become strongholds of the Jan Sangh. 
However, the party was yet in no position 
to displace the Congress from its ruling 
position. 

It was in 1977 that several non-Congress 
political parties came together to form the 
Janata Party. It swept the Lok Sabha poll 
in all the states of north India and the 
Congress Party drew a blank. In Himachal, 
the Congress vote fell to 38.6 per cent, the 
lowest ever. In the vidhan sabha elections, 
held a few months later, the Congress was 
completely routed. It could win only nine 
.seats in a house of 68. The Janata Party 
.secured a ma.s.sive majority, winning 53 
seats. The character of Janata Parly in 
Himachal Pradesh was such that its major 
constituent was the Jan Sangh. Other 
constituents like Congrc.ss(O) and Con¬ 
gress for Democracy were only minor 
partners. Consequently, after the assembly 
poll, Shanta Kumar of Jan Sangh became 
the chief minister. However, his election 
as leader ol the Janata legi.slative party was 
not without u contest. In fact, a lot of 
bitterness was^crcated between Jan Sangh 
and non-Jan Sangh components of the 
party because of this contest. Caste and 
regional feelings were whipped up. 
Thereafter, the Janata Party in the .state 
remained highly faction-ridden all along 
and the chief minister was icpcatedly 
forced to .seek a vote ol confidence. 

Two years of Janata rule were politically 
quite eventful. The Jan Sangh used this 
period to consolidate its support-base at 
the cost ototherconstilucntsot the alliance. 
One way chosen was to project itself as 
the dispenser of justice to the new areas, 
which .st(K)d discriniinuted against, at the 
hands of Congress governments. Secondly, 
this was done by inducting all the heavy¬ 
weights ot the Jan Sangh group in the 
council of ministers and bv assigning them 
important portfolios. On the other hand, 
only lightweights of non-Jan Sangh 
components found berths in the ministry 
and they were given only the less signi¬ 
ficant oepartments. 

When the Janata Party finally split under 
the weight of internal dissensions, the BJP 
was able to walk away with most of the 
organisational network. However, it could 
retain vinly 23 of the 53 party legislators 
and was reduced to a minority in the 
assembly Despite its broadened .support 
ba.se. It was unable to retain any of the four 
Lok Sabha seals during the 1980 parlia¬ 
mentary elections even though it polled 
36.4 per cent vote which was quite 
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impressive. With the Congress having 
polled S2.1 per cent vote, the two main 
political parties accounted lor 88.5 per 
cent ol the votes polled. The rump Janata 
Party’s pcrl'ormancc was very poor and its 
vote share was only 5.3 per cent in the 
parliamentary elections. In other words, 
the BJP was able to win over most of the 
Janata Party’s electoral base. However, 
the fai lure of the BJP to win any Lok Sabha 
seat in the parliamentary elections from 
the state, coupled with the return of Indira 
Gandhi to power at the centre had its 
fallout and the Shanta Kumar government 
had to bow out. Soon the Congress was 
able to form its government. Although in 
1977 it had won only nine seats in a house 
of 68, it managed to secure a majority by 
admitting large number of Janata Party 
legislators. The Congress continued to rule 
the .state for about two years through this 
make-shift arrangement. 

In the 1982 vidhan .sabhaelection!!, both 
the parties made a serious bid for power. 
However, theelcetoral verdict was unclear. 
It was a hung assembly. Both the parties 
were almost evenly balanced. While the 
Congress bagged 31 .scats, the BJP got 29. 
The vote .share ot the Congress was 42.5 
per cent, while that of the BJP was 35.2 
per cent. The Janata Party was virtually 
wiped out and could win only two scats. 
Its vote was a miserable 4,2 per cent. It 
is intere.sting to note that 20 out of the 
BJP’s 29 scats came from the new areas, 
while only nine came from the old areas. 
On the other hand, out of 31 seats won 
by the Congress only 10 were from the 
new areas.’ The remaining 21 came from 
the old areas. The 1982 vidhan sabha 
clearly established the fact that the BJP 
had been able to sell the argument that the 
new areas were getting a step-motherly 
treatment from the Congress government 
and only the BJP could protect the 
legitimate interests of ;his region. 

The 1984 Lok Sabha and 1985 vidhan 
sabha elections were held following the 
assassination of Indira Gandhi, which 
cau.scd a strong svmpalhy wave in favour 
of Congress. Con.sequently, in the parlia¬ 
mentary poll, the Congress Pa'iy’s vote in 
the state swelled to 67.6 per cent, while 
that of the BJP fell to 23.3 per cent. 
Interestingly, in the vidhan sabha elec¬ 
tions. which came close on the heels of 
Lok Sabha poll, the BJP recovered some 
ol the lost ground and its vote share rose 
to 301) percent, while that of the Congress 
fell to 55.4 per cent. However, it v.as 
enough to ensure massive majority for the 
Congress, 'the BJP could win only seven 
seats, while Congress won 58 - an all-time 
high. The break-up ol the.se 5 8 scats reveals 


that the party retained 30 of the 31 scats 
that it had won in 1982.-It lost only one, 
Thural. It snatched 22 constituencies where 
the BJP had won in 1982. Its remaining 
six victories were in constituencies where 
the Janata Party and independents had 
won in the earlier elections. Thus, the 
Congress fully recovered the ground that 
it had lost in 1977 and 1982 to the Janata 
Party and the BJP. 

In terms of its support structure, the 
1996 Lok Sabha poll shows that the BJP 
had little support among the youth. Its 
main electoral support came from 46-55 
age group voters (Table 2). It also has a 
very weak base among women voters. The 
party seems to have improved its position 
among both these segments in 1998. 

Similarly, among the scheduled castes 
and scheduled tribes, the BJP’s influence 
marginal in 1996. But it improved its 
position m 1998 among these segments, 
particularly among the tribals. Its major 
support comes from the two upper caste 
groups, namely, the brahmins and the 
rajputs. The poor and the very poor are 
.still within the Congress fold, while the 
BJP has considerable support in the middle 
class and the highly educated strata of the 
electorate. I lowever, numerically this strata 
is very small. The illiterate and icss 
educated voters arc largely with the 
Congress. In terms of the regional spread 
of Congress and BJP’s electoral support, 
one finds a paradox. The Congress which 
is a centri.st party is strong in the old areas 
which had been under princely feudal rule 
bclorc 1947. On the other hand, the BJP 
which is a rightist political outfit, is strong 
in tho.se areas which were part of Punjab 
before 1966 and have had considerable 
experience of electoral politics. 

IV 

Recent Electoral Experiences 

On the eve of the 1989 Lok Sabha 
elections in the country, the Congress was 
engulfed in intense intra-party faction¬ 
alism. The Janata Dal as a national party 
was making waves. Credibility of the 
Congress leadership had been seriously 
eroded because of alleged kick-backs in 
the Bofors deal. All these factors had their 
fallout on the 'ongress party’s electoral 
fortunes during the parliamentary poll. In 
Himachal, the party’s performance was 
poor and it retained only one of the four 
seats. This was the .Shimla reserved seat 
which falls in the old areas. All the 
remaining three seats which were general 
.scats were won by the BJP. One of them, 
Mandi, falls largely in the old areas, while 
the other two - Kangra and Hamirpur - 
fall in the new areas. The Congress’ lo.s.s 


of the Mandi .seat was primarily on account 
of wide-spread resentment generated due 
to rising prices and .scarcity of sugar, for 
which the minister of civil supplies, Sukh 
Ram, who represented this constituency 
was blamed. 

Emboldened by its impressive per¬ 
formance in the Lok Sabha elections; the 
BJP made a serious bid for power during 
the 1990 vidhan sabha elections. To avoid 
division of non-Congress vote it entered 
into electoral alliance with the .state unit 
of the Janata Dal. As a part of this alliance 
the BJP contested only 51 (i e, 75 per cent) 
scats and left the remaining 17 (i e, 25 per 
cent) for the Janata Dal. 'Phis strategy paid 
expected dividends to the BJP which polled 
41.8 per cent vote and won 46 of the 51 
seats that it contested. The pertbrmance 
of the Janata Party was equally impressive. 
The party increa.sed its vote share to 10.8 
per cent and captured II of 17 scats 
conte.stcd. The Congress which had 58 
scats in the dissolved house was reduced 
to a single digit, having won only nine 
seats. Thus, the party was pushed once 
again to its humiliating po.sition of 1977 
in the state. This was the only time after 
1977 when there was some sort of elec¬ 
toral alliance between the BJP and the 
JD. In all the remaining elections, each 
political party contested the elections on 
its own. 

However, having won a ma.ssi ve majority 
forit.scIf.theBJPdidnot optforacoalition 
goveintpcnt. Rather, it decided to form its 
own government. This decision of the BJP 
significantly affected the future pattern of 
politics in the state. The JD having won 
11 seats.scemcdtobeemergingas the third 
force. However, aftcrthepoll it was neither 
a part of the government nor a part ol the 
opposition because it had been BJP’s 
electoral ally. The JD remained afloat for 
a while but gradually most of its legislators 
gravitated towards and joined the Congress. 
Of course, this was done by the JD members 
more with a view to securing their political 
future than for any ideological reasons. 
They fully realised that they could exist 
only by aligning with one of the two 
principal parties of the .state. However, the 
BJP, being a cadre-based party and sitting 
pretty with a massive majority in the house, 
was not in a mood to oblige them. On the 
other hand, the Congre.ss was ready to 
admit them hoping that their admission 
would enhance the party’s electoral 
chances, which it actually did. Thus, the 
Congress contributed in a big way to the 
development of a two-party system in the 
state. It did not allow the JD or the Janata 
Party to gain any foothold. Rather it 
facilitated their disintegration. 
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The 1991 Lok Sabha elections showed 
that the Congress and the B JP were almost 
evenly balanced. While the Congress 
bagged 46.2 per cent vote: the BJP got 
42.8 percent. With just 4 percent addition 
to the tally of votes that it had polled in 
1989, the Congress Party increased its 
tally of scats from one to two in 1991; 
while die BJP’s loss of just 2.S per cent 
vote cost it one of the three .seats that it 
had won in 1989. The Congress victory 
was in constituencies in the old areas, 
while the BJP victories were in the new 
areas. Assembly segmentwise analysis of 
the two Lok Sabha constituencies, where 
the Congress won. reveals that the party 
led in 21 segments, while the BJP led in 
the remaining 1.1 segments. On the other 
hand, in the two Lok Sabha constituencies 
where the BJP won, it led in 21 segments 
while Congress led in 11. In the remaining 
two segments it was the JD candidate who 
led. lliis election revealed that in electoral 
terms the BJP was nearly as strong in the 
new areas as the Congress was in the old 
areas. 

However, this equation radically 
changed during the 1993 vidhan sabha 
elections where the Congress polled 49.4 
per cent vote and captured 52 scats. The 
BJP’s vote declined to 36.1 per cent and 
its tally of scats dropped to eight. One 
rca.son for this unprecedented recovery by 
the Congress was the fact that the party 
was ruling at the centre and this fact tilted 
the balance in its favour in the state. But 
more important than this, it was due to 
wrong and unimaginative policies of the 
Shanta Kumar government that the BJP 
had to face the voters ’ wrath. Two powerful 
lobbies which the BJP government had 
annoyed during its rule were horticulturists 
and government employees. The BJP 
withdrew apple support price which the 
Congress governments had all along given 
to the growers. Instead, it came out with 
a market intervention scheme. This led to 
huge losses to the orchardists. The BJP 
government was also lukewarm on the 
issue of supply of various inputs to the 
fruit-growers and soft pedalled the pro¬ 
vision of infrastructural support to them. 
When the orchardists agitated, there was 
police firing which resulted in some 
casualties. Thereafter, the whole fruit¬ 
growers' lobby turned against the BJP. 
Secondly, when the state government 
employees went on strike in support of 
their demands, the BJP government 
invoked the ‘No Work No Pay’ rule. Some 
employee leaders were dismisited. 
terminated and a large number were 
transferred to punishment stations. The 
BJP became so unpopular that Shanta 


Kumar and several of his ministers had to 
face a humiliating defeat in 1993. 

After coming to power in 1993, the 
Congress has followed a single point 
programme. It has been trying to weaken 
the BJP strongholds in the new areas. It 
has initiated several measures to squarely 
meet the charge of discrimination. Special 
attention was paid to undertake develop¬ 
ment programmes in these areas. Farmers 
in the new areas have been persuaded to 
take to cultivation of fruit and vegetables. 
Attempts have also been made to project 
Dharamsala, which falls in the new area, 
as the winter capital of the state. Several 
government departments have been asked 
to open their zonal office there. Two new 
radio stations, one at Dharamsala and the 
other at Hamirpur. have been commis¬ 
sioned. In matters of opening and up¬ 
grading educational in.stitutions the new 
areas are being given preference. 

The ruling party has also been trying to 
undo the injustice meted out to the 
employees by the previous BJP govern¬ 
ment. Dismis.sal and termination orders to 
some of them have been revoked. The 
strike period has been adjusted again.st 
leave. In the old areas the grievances of 
apple orchardi.sts have been suitably 
removed. All these measures have pushed 
the BJP to the wall. There is no issue on 
which it may mobi li.se the electorate against 
the Congress government. 

V 

Elections of 1998 

The net outcome ot these efforts of the 
Congress Party during three years of its 
rule in the state has been its ’unexpected’ 
-- though nol-so-uncxpcctcd - success 
during the 1996 Lok Sabha poll. The party 
not only retained the two scats it had won 
in 1991 but also wrested the remaining 
two from the BJP. The party bagged 54.3 
per cent of the votes polled; while the BJP 
got only 39.6 per cent. Thus the Congress 
victory in l^k Sabha elections in the state 
was both comfortable and convincing. The 
assembly segmentwise analysis of voting 
figures shows that the Congress led in 55 
segments; while the BJP led only in 13. 
Out of these 13, as many as 10 are in the 
new areas and only three aie in the old.'* 
A comparison of the Congress Party’s 
performance in 1991 and 1996 Lok Sabha 
elections .sho w.s that there are 33 as.sembly 
segments in which the party led in both 
the elections. These 33 are so distributed 
that 11 each lie in Shimla (reserve) and 
Mandi parliamentary constituencies, three 
in Kangra and eight in Hamirpur parlia¬ 
mentary constituencies. The Congress also 
snatched two segments from the JD. In 


other words, the Congress was not only 
able to consolidate its electoral support in 
the old areas but also stabilised itself in 
the new areas. There is only one as.sembly 
segment (Nalagarh) where Congress had 
led ill 1991 but which it lost to the BJP 
in 1996. 

The failure of the BJP to retain any of 
the two Lok Sabha .seats was the result of 
continuous efforts of the Congress to keep 
the anti-people measures of the BJP 
government fre.sh in public memory. In 
addition, the BJP defeat was also the result 
of some personal factors. In the Kangra 
parliamentary constituency, the BJP 
instead of fielding its sitting MP, D D 
Khanooria, decided to put up the former 
chief minister of the party. Shanta Kumar 
as its candidate. For a vast section of the 
Kangra electorate, the candidature of 
Shanta Kumar, was like a red rag to a bull. 
The employees’ leaders jumped into the 
fray and openly campaigned again.st the 
BJP candidate. In Himachal, government 
employees constitute one of most articu late 
.sections of the electorate and their stiff 
opposition was enough to seal the fate of 
the BJP candidate. 

In Hamirpurparliamentaiy constituency. 
thcBJPficIdeditssittingMP.Prem Kumar 


Tablk 2: WtK) VoiLU kik Whom in 
H iMAriiAi. Pradush. Ijok .Sariia, 1996 



INC 

BJP 

Others 

Age (years) 

23 and below 

73.3 

26 7 


26-35 

61.5 

.30 8 

77 

.16-45 

70 0 

20 0 

10.0 

46-55 

54 5 

45.5 


56 and .above 

X4 6 

15 4 

- 

.Sex 

Male 

63.9 

30 6 

5.6 

Female 

71) 9 

2,3 1 

- 

Education 

illiterate 

86 4 

136 


Primary and middle 

62 5 

33 3 

42 

Intermediate 

72 7 

21.3 


Graduate and above 

20 0 

60 0 

20.0 

Rcitgion 

Hindu 

68 3 

2.'’. 3 

3 3 

Muslim 


- 

- 

Christian 

- 

- 

- 

.Sikh 

- 



Othei.i 


- 

- 

Co-ste 

Scheduled caste 

75 0 

25 0 

_ 

Scheduled Irihe 

loot)’ 

- 

- 

OBC 

100 0* 

- 

- 

Others 

64 5 

32.3 

3.2 

Locality 

Rural 

69.4 

27.4 

3.2 

Urban 

- 

* 

- 

Clitss 

Very pool 

66.7 

22.2 

Ill 

Poor 

73.7 

26.3 

- 

Middle 

57.9 

36.8 

5.3 

Upper 

75.0 

25.0 

- 


Sole: * Number of cases is one. 
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Dhutnal. He had carefully nui^ed this con¬ 
stituency since 1989. He was a formidable 
candidate and Congres.s needed all its 
political acumen to defeat him. The 
character of tins constituency is such that 
it is spread over four di.siricts. Of the 17 
assembly .segments which constitute it. 
three segments fall in Kangra district, four 
in Bilaspurand five each in Hamirpur and 
Unadistnets. Dhumal belongs to Hamirpur 
district, and was bound to sweep the five 
segments of the district. To counter it, the 
Congress decided to put up a candidate 
who hailed from Una di.strict. The cal¬ 
culation was that as soon as the election 
campaign picked up, the intcrdistrict rivalry 
was likely to come into play. It the BJP 
could play up district identity to garner 
votes for Dhumal m Hamirpur, the Con¬ 
gress could do the same for its candidate 
in Unu district. This is precisely what 
happened. While Dhumal led in lour out 
of the five assembly segments th.it fall in 
Hamirpur district, the Congress candidate 
led in all the five as.sembly segments of 
Una district. The total lead of BJP in 
Hamirpur district was 12.561 which was 
more than neulrali.sed by the lead of 
Congress in Una di.strict which was 21,598. 

There was another factor which went in 
favour of the I ongress candidate. Ilamir- 
pur parliamentary constituency has a very 
largenumberof ex-servicemen voters. The 
BJP candidate. Dhumal. has no background 
as an ex-serviceman. On the other hand, 
the Congress put up a retired major-general 
as its candidate. This earned him a .sub¬ 
stantial portion of cx-scrviccmcn votes. 
Moreover, the Congress candidate 
belonged to the dominant rajput ca.ste. As 
against this, the BJP candidate belonged 
tothe minority middle ca.ste. The Congress 
kept the social demography of the con¬ 
stituency in mind while .selecting the party 
nominee for the Lok Sabha poll. In sum. 
one can say that ih- BJP's decision not 
to nominate its sitting MPin Kangra parlia¬ 
mentary constituency and the Congress 
strategy of putting up a retired general in 
the Hamirpur PC which has number of cx- 
.servicemen led to routing of the BJP. 

In the wake of such impressive electoral 
outcome the Congress government in the 
state began with a fairly high popularity 
rating. It seemed that the BJP would find 
it difficult to make inroads in its support 
base. The Congress Party’s chances of 
roiaining power during the vidhan sabha 
elcLtions which were scheduled to be held 
in ^.o\^.Mnber 1998 seemed good. Despite 
such .1 lavourable situation, the Congress 
apple-cart up-turned during the 1998 I^k 
Sabha poll which was necessitated by the 
sudden fall of the U nilcd Front government 


consequent to the withdrawal of support 
by the Congress Party. The performance 
of Congress was poor. It could retain only 
one of the four .seats that it had won in 
1996. It is a reserved seat and 15 of its 
17 assembly .segments are in the old areas. 
Looking at the state as a whole one finds 
that while the Congress had led in 1996 
in 55 of the 68 assembly segments; in 1998 
It led only 17. Its worst performance in 
this election has not only been in Kangra 
or Hamirpur parliamentary constituencies 
both of which fail in the new areas, but 
also in Mandi which falls mostly in the 
old areas. In this constituency, the Con¬ 
gress Party had led in all the 17 assembly 
segments in 1996, but in 1998, it could 
maintain its lead only in two (Rampur and 
Nachan), both of which are reserved and 
fall in the old areas. The BJP showing in 
the state as a whole has been quite impres¬ 
sive. While in 1996. it had led only 13 
assembly segments, in 1998. it led in 51. 

The performance of the Congress Parly 
in the 1998 vidhan sabha poll was equally 
unimpres.sive. While the party’s tally of 
seats decline from 52 to 31, its vote share 
dropped from 49.3 per cent to 43.3 per 
cent. Constitueneywise analysis shows 
that out of 52 wins in 1993. 22 of which 
were in the new areas and 30 in the old. 
the party could retain only 27 (seven m 
the new areas and 20 in the old).'* The 
party lost 1$ in the new areas and 10 in 
the old. It won another four seats which 
it had lost in 1993.^ Three of these were 
won in 1993 by independents and one 
(Theog) by the BJP. On the other hand, 
the BJP retained seven out of eight scats 
that it had won in 1993.’ The BJP which 
had been groping for a substantive issue 


on which it could challenge the ruling 
party suddenly rose to the occasion and 
made an impressive showing at the 
hustings. 

Several factors contributed to this 1998 
electoral somersau It. Among them the most 
significant ones that need to be mentioned 
are the following. 

Vajpayee factor: There was a general 
feeling in the country that in the Lok Sabha 
elections the BJP was most likely to emerge 
as the single largest party and was likely 
its form government at the centre, singly 
or in association with smaller parties. Given 
the fact that Himachal Pradesh suffers 
from acute financial crunch, the electorate 
usually votes for that party in the Lok 
Sabha and vidhan sabha elections whose 
chances of forming a government at the 
centre appear the brightest, for, that makes 
the flow of funds from centre to the state 
in the form of special grants possible.^ 
This factor weighs heavily with the 
electorate ol the state. It was this con¬ 
sideration that prompted Virhhadra Singh 
to recommend the dissolution of state 
legislature one year in advance. And it did 
pay rich dividends to the party and it lost 
power to the B J P only by a whisker. It mav 
be recalled that Congress won 31 of the 
65 seats for which polling was held in 
February 1998. If the elections to the state 
legislature were held on schedule in 
November 1998 alter the installation of 
a BJP government at the centre the chances 
were that the Congress tally would have 
been reduced to a single digit. This is 
amply borne out by the fact that the Con¬ 
gress lost all the three tribal assembly scats 
Idr which elections were held (in the second 
pha.se in June 1998) after the installation 
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of Vajpayee government at the centre. Not 
only that, in the Lok Sabha poll held in 
June for the Mandi parliamentary con- 
stiuiency, the Congress conceded lead to 
theBJPin IS of the 17 assembly segments, 
while the February 1998 vidhan sabha 
poll, the parly had led in six of the 14 seats 
elections to which were held then. 

Sukh Ram factor: The second factor that 
decisively upset the Congress apple-cart 
may be call^ the Sukh Ram factor. The 
former union communication minister, 
after his ouster from the Congress Party 
in the wake of telecom and other scams, 
floated a local political outfit called the 
Himachal Vikas Congress. Its presence 
made the electoral contest in the state 
virtually triangular. It was able to split the 
Congress support ba.se. Although it could 
win only five seats it led to the defeat of 
Congress candidates in at least nine other 
assembly constituencies falling in three 
different parliamentary constituencies. The 
most impressive showing by the HVC was 
in the Mandi parliamentary constituency. 
In this constituency, polling for 14 
assembly scats was held in the first phase 
in February 1998. Out of them the HVC 
won four (Mandi, Karsog. Dharampur and 
Balh). The BJP won four (Kullu, Banjar, 


Table 3: Social Commsition of MPs in 
Himachal Pradesh 


Caste 

Per Cent Share 

Upper caste 

75.0 

Brahmins 

2.5.0 

Rajputs 

25.0 

Khatries 

25.0 

OBC 

X 

Scheduled caste 

25 0 

Chamars 

25.0 

Scheduled tribe 

X 


Table 4; Social Composition of MLAs in 


Himachal Pradesh 

Caste 

Per Cent Share 

Upper caste 

63.2 

Rajputs 

42.6 

Brahmins 

14.7 

KhatriA'aishyas 

5.9 

OBC 

7.4 

Chiraths 

4.4 

Gujjars 

1.5 

Others 

1 5 

Scheduled caste 

23.5 

Balmikies 

2.9 

Chamars/Kabirpanthis etc. 

19.1 

Dhimans 

1.5 

Scheduled tribe 

4.5 

Klnnaurs 

1.5 

Lahaulas 

1.5 

Gaddies 

1.5 

Others 

1.5 

Sikhs 

1.5 


Note: Exact caste identification in some cases 


has been very difficult. 


Chachisot and Sundemagau) and the 
Congress six. In the other three segments 
which are part of Mandi parliamentary 
constituency, the polling for vidhan sabha 
was held in the second phase in June and 
the BJP won two and the HVC one. Polling 
for the whole Mandi Lok Sabha seat was 
held in all the 17 assembly segments during 
the second pha.se. Here the BJP won in 
IS and Congress in two (Raipur and 
Nachan). (Sukh Ram who was contesting 
the Lok Sabha election as the HVC can¬ 
didate, retired from the contest in favour 
of the BJP candidates.) It is interesting to 
recall that in 1996, the (Congress candidate, 
Sukh Ram. had led in all the 17 segments 
and in 1991 the Congress candidate had 
led in eight and the BJP in nine. Thus in 
1998 Congress’ performance was the worst 
ever in this con.stituency. The political 
clout of Sukh Ram which borders now on 
a sympathy wave has been so immense in 
his home district that the HVC which 
polled only 8 per cent vote on the whole, 
secured as high as 29 per cent votes in this 
district. The Sukh Ram factor alone can 
be said to have led to loss ol power by 
the Congress in the state. 

Dhumal factor: Third factor revolves 
round the candidature of Prem Kumar 
Dhumal. The decision of the BJP leadership 
to project him as its chief ministerial 
candidate instead of Shanta Kumar, proved 
quite productive. He had represented the 
patty in the Lok Sabha from Hamirpur 
during 1989-91 and again during 1991- 
96. Unlike Shanta Kumar, he faced no 
hostility from any segment of the electorate. 
The fact that he belonged to the lower area 
as against his Congress counterpart become 
an important election issue in the lower 
areas, particularly in Hamirpur district 
where the BJP’s vote share swelled to 56 
per cent, 17 per cent higher than the state 
average. (Of course, the same is true of 
Congress vote share in the Shimla district 
which rose to 58 per cent, 15 per cent 
higher than the state average.) 

Feudal factor: Another factor of which 
mention may be made, is the presence of 
several feudal elements in the Congress 
camp. The HVC and the BJP. particularly 
the former, projected Congress Party in 
the state as a feudal outfit. Although the 
BJP’s Lok Sabha candidate from the Mandi 
parliamentary constituency (Maheshwar 
Singh) and vidhan sabha candidate from 
Banjar (Karan Singh), both belong to the 
erstwhile princely house of Kullu, they 
paled into insignificance when compared 
to the long list of Congress candidates in 
the fray which included the Raja of Rampur 
Bushehar (Virbhadra Singh), the Raja of 
Nalagarh (Vajinder Singh), the Rana of 


Jubbal (Yogendra Chandra), the Raja of 
Kutlehar (Mahendra Pal), the Rani of 
Chamba (Sha Kumari) and Aishwarya 
Katoch (of a small ftefdom of Kangra). 
In addition, Pratiba Kumari (wife of 
Virbhadra Singh) was the Congress 
candidate from Mandi. The HVC supremo 
Sukh Ram during his election campaign 
articulated the view that his fight was 
against ‘rajwadashahi'. In sum, one can 
say that di.scrimination against the lower 
areas, the entry of Sukh Ram's HVC into 
the electoral fray and the call given by him 
to overthrow rajwadashahi determined the 
outcome of the 1998 poll. The Congress 
articulated two issues: the issue of stability 
and the issue of equal development of 
upper and lower area. Of these two. the 
first did sell but not the second. 

Notes 

1 HP has only 0.6 per cent of the total popul¬ 
ation of the country and only t .7 per cent of 
the total area Nevertheless, populationwise 
it IS larger than Sikkim and six of the seven 
sisters of north-ea.sl (Assam being the only 
exception), and aicawisc il is larger than several 
states - Goa. Haryana. Kerala, Manipur. 
Meghalaya. Nagaland. Punjab, Sikkim and 
Tnpura. , 

2 One must aLso keep in mind the pacifist nature 
of politics in Himachal Pradesh. It is quite 
unlike other hill states or hilly iegion.s of the 
country which arc often in the news for violent 
movemenls/agitations demanding greater 
autonomy. Sometimes these movements acquire 
secessionist overtones. However. Himachal in 
this respect continues to be a ‘no news' state 
although It is no less strategically located. 
Because of the pacifist nature of its politics 
some ofits very genuine and legitimaiedemands 
also get Ignored as much by the centre as by 
the neighbouring states Tlierv is alsoa tendency 
to treat the state as a ncldom. 

3 Constituencies in the nou areas where the 
RJPwon are Nadaun. Hamirpur Gagret. 
Gangath. Jaswan. Pragpur. Palampur. .Sulah, 
Nagrota. Dharainsala. Kullu. .Shimla. BatiLsan. 
Una. Jawali. Jawalaiiiukhi. K.-uigra. Banjar, 
Am and Nadaunta. Constituencies tn the new 
areas where the Congress won are: Chintpumi, 
Niirpur, Nalagarh, Mewa. Thural. Santokhgaih, 
Bajgir, Guler, Baijnath and laihaul-Spiti. 

4 These ten are. .Shtnila. Nalagarh. Thural, 
Palampur. Sulah. Hamir()ur, Bam.san, Mewa, 
Nadaunta and Pragpur. The three segments in 
the old areiis arc Gchrwin, Banikhct and 
Bhattiyat 

.5 .Seven in the new areas arc; Gagret, Una. Jaswan, 
Baiinath. Guler. Palampur and Ani. 

6 These are Chopal. Nagrota. Nachan and Theog. 

7 These are Bilaspur, Hamirpur. Mewa, Kutlehar, 
Pragpur. Thural and Dharamsala. 

8 This ex|icctation of the electorate has been 
suhsiantiaied more lhanoncc.Infaa the present 
Vajpayee government within three months of 
Its installation sanctioned to the state a special 
grant amounting to R$ 2 billion. 
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New Phase in Backward Caste Politics in Bihar 

Janata Dal on the Decline 

Saiyay Kumar 

The process of realignment of social forces began in Bihar in the 1970s prompted by the aspirations of 
the middle caste groups for a share in political power. This process was most evident in the first half of 
1990. The changing social composition of political reprsentation today is a clear indicator that these castes 
groups have come to play a major role in state politics. However, ‘backwardism’ may not be the nature 
of politics in Bihar in the future, with the assimilation of larger social groups. 


BIHAR, economically, educationally and 
socially one of the most backward states 
of India, is also politically one of the most 
important not only because this Hindi 
heartland state accounts for 54 l^)k Sabha 
seats, but also because the long process 
of democratisation has inculcated a sense 
of great empowerment among the people. 
The backward castes started .sensing this 
empowerment as early as in the mid-1970s 
- a feeling which, in a way, fully bloomed 
in the early 1990s with the advent of Laloo 
Yadav as the chief minister. When he 
implemented welfare programmes for the 
lower sections of society, especially the 
dalits. In a .state where traditionally, 
political power had remained with the 
upper-castes for a long time, this desire 
among the middle-caste groups for a share 
in power was bound to bring forth aprocess 
of social and political change leading to 
the realignment of newly emerging social 
forces. This process of realignment started 
in Bihar in the mid-1970s, initially a bit 
falteringly, but came into its full form in 
the first half of the 1990s, giving way very 
soon, to the the process of ‘dealignment' 
of the.se social and political forces. 

This process of democratisation was not 
something which emerged suddenly, but 
was the culmination of long drawn political 
movements in the state, which date back 
to the pre-independence period. With 
nearly 80 per cent of the population 
depending upon it for their livelihood, 
agriculture formed the mainstay of Bihar's 
economy. But agricultural land remained 
monopolised by the three upper-castes - 
the rajputs, the bhumihars and the 
brahmins. The people belonging to the 
upper layer of the backward castes namely 
the yadavs. the kurmis or the koeris were 
left with very little land. But for some 
exceptions, other lower castes were mainly 
landless. During the pre-Independence 
period, the movement for land reforms 
was led by people like Swami Sahajanand 
Saraswati and Karyanand Sharma under 
the leadership of the Kisan Sabha. Since 
it was mamly the upper-castes who owned 


land and were masters of social and political 
power, such movements got inevitably 
directed against them. It was mainly the 
backward castes owning some land, who 
formed the backbone of the movement, as 
they perceived a direct benefit from such 
reforms. Though it could not be carried 
to its desired results, some redistribution 
of land as a result of the Bhoodan 
Movement led to the breaking of the hold 
of the upper-castes over the land to a great 
extent. 

With a bit of land and with the 
diversification of their occupational 
patterns, these backward castes were able 
to improve their economic statas and 
emerged as a newly-rich rural agrarian 
class, popularly known as the ‘kulaks’, 
and started to play an important role in the 
social and the political sphere. On the 
other hand, such struggle also sowed the 
seeds of a sense of empowerment among 
the people. This assertiveness kept growing 
in some form or the other with various 
social and political movements, but took 
on a particularly intense form in the mid- 
1970s with the movement led by Jai 
Prakash Narayan in which, though it was 
an all-India movement, Bihar played a 
leading role and provided the backbone. 
This long-drawn movement ultimately led 
to the change of guard at the centre. As 
a fallout, these newly emerging ‘kulaks', 
at least in Bihar, played an important role 
in this change of scenario. 

The social struggle in the mid-1980s 
and in the 1990s, particularly in central 
Bihar, it has certainly inculcated a sense 
of empowerment among the deprived 
people actively as.sociated with it though 
it could not bring about major changes in 
the social, political and economic spheres. 
This has been reflected in the various 
elections held in recent years The 
increasing number of contestants in the 
successive Vidhan Sabha and Lok Sabha 
elections, and the increasing turnout over 
the years, bears testimony to it. The total 
number of contestants which was 1.602 
during the 1952 Vidhan Sabha election 


has gone up to 8,463 in 1995. In the same 
way, from 198 contestants during the 1952 
Lok Sabha elections, the number has gone 
up to 1,448 in 1996 but declined to 451 
in 1998 because of several restrictions 
imposed for contesting the election. The 
turnout of voters has also increa.sed 
phenomenally, during this period. From 
39.7 per cent during the 1952 Vidhan 
Sabha election, the turnout has gone up 
to 61.8 per cent in 1995. The 1998 Lok 
Sabha election witnessed a 64.6 per cent 
turnout as compared to 59.5 percent turnout 
during the 1996 Lok Sabha election. The 
state which witnessed only 39.7 per cent 
turnout in 1952 Lok Sabha election, has 
certainly moved ahead towards the process 
of democrati.sation. Such struggles by 
different sections of the society has led to 
the process of alignment, realignment and 
even dealignment of various social forces 
which is reflected on the political map of 
the state. ■ 

Though the country began to see some 
political change as early as in mid-1960s, 
reflected in the form of various non- 
Congress governments coming to power 
in different states in 1967 (Bihar being one 
of them), it was in 1977 that the monopoly 
of the Congress Party was broken at the 
centre for the first time and the Janata 
Party came to power. Non-Congress 
governments were installed in a large 
number of states as well, with thumping 
majorities. This central government did 
not last long and the Congress returned 
to power in 1980. It was only nine years 
later that once more, a new formation in 
the shape of the Janata Dal came to power 
at the centre. In the formation of these two 
non-Congress governments, Bihar played 
a major role, returning a large number of 
non-Congress representatives to the 
parliament during these two Lok Sabha 
elections. The Congress drew a blank and 
its vote went down to 22.9 percent during 
the 1977 Lok Sabha election as compared 
to 39 seats won and 40.1 per cent votes 
polled during the previous Lok Sabha 
election held in 1971. In the Vidhan Sabha 
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election held in 1977, the Congress 
representation was reduced to 57 seats as 
compared to 168 seats won during the 
1972Vidhan Sabhaelection. The Congress 
lost nearly 10 per cent votes during these 
two elections as its vote went down to 23.6 
per cent in 1977 as compared to 33.1 per 
cent in the 1972 Vidhan Sabha election. 
The Congress regained much lost ground 
in the 1980s but again during the 1989 Lok 
Sabhaelection, it suffered a major setback. 
As compared to 48 seats and 51.8 per cent 
vote in 1984, the party managed to win 
only four Lok Sabha seats and its vote went 
down to 28.1 percent during the 1989 Lok 
Sabha election, while the Janata Dal won 
31 seats with 36.4 per cent vote and the 
CPI and CPKM) won four and one seat 
respectively, with 7.9 and 1.4 percent vote. 

Traditionally a Congress stronghold, the 
successof a large numberof non-Congress 
representatives in the state, was possible 
mainly because of the realignment of the 
backward castes who generally voted 
against the Congress in both these 
elections. So the process of realignment 
which started in the mid-1970s and took 
the full shape in early 1990s. is now giving 
way to a process of de-alignment among 
the forces of the of backward castes. This 
is reflected in the form of the con.soIidated 
backward castes further breaking apart 
and a section of them aligning with the 
upper-castes to pul up a challenge to the 
dominance of one section of backward 
castes represented by the yadavs. 

As.skrtion of the ‘Backward Classes’ 

The real shift in the political sphere was 
reflected in theoutcomeof the 1995 Vidhan 
Sabha pulls. It witnes,sed the assertion of 
backward caste politics in Bihar and 
ushered in a scenario which may stay for 
sometime to come. The state went to the 
polls in a polarised situation of a unique 
type. The polarisation was not on the lines 
of theupperand the backward castedivide, 
but it was around the two axes of backward 
caste politics. Laloo Yadav after comp¬ 
leting his term in office even with a minority 
government went to polls in a situation 
where an anti-incumbency wave was 
sweeping the country. The consolidated 
backward castes had fragmented into two 
blocs, one represented by the yadavs in 
the form of the Janata Dal and the other 
represented by the kurmis and koeris 
represented by the Samata Party. For the 
first time, the upper-castes felt totally 
marginalised in the state’s politics since 
the support base of their natural ally, the 
Congress, has been completely eroded, 
while the BJP was unable to make much 
inroads among the voters. 


The Janata Dal contested the elections 
with its traditional alliance partners, the 
CPI, CPI(M) and JMM whereas the BJP. 
Congress and BPP contested alone, leaving 
only the Samata Party and the CPI(ML) 
to enter into an alliance. The results of the 
1995 Vidhan Sabha election came as a 
surprise to many. Belying many 
expectations, the Janata Dal returned to 
power with an absolute majority winning 
166 of the total 324 seats with 27.9 per 
cent votes, with its alliance partner CPI 
getting 26 seats with 4.8 per cent votes, 
CPI(M) getting 6 seats with 1.3 per cent 
votes and JMMS capturing 16 seats with 
3.7 per cent votes. Continuing the row of 
surprises, the BJP won 41 seats with 12.9 
per cent votes and acquired the position 
of the opposition party relegating the 
Congress to the third position. The 
Congress could only manage to win 29 
seats with 16.4 per cent votes. 

The Janata Dal's performance was an 
all round success. Except for .some poor 
performance in the south where it could 
just manage to win 13 seats with 14.8 per 
cent votes, its performance in North and 
Central Bihar was spectacular. Of the total 
138 seats in north Bihar, the Janata Dal 
won 97 scats with 34.9 per cent votes. In 
central Bihar, it won 54 .seats with 20; I 
per cent votes, out of a total of 92 seats. 
The BJP did well in .south Bihar winning 
21 of the total 94 seats in the south, with 

18.3 per cent votes. The performance of 
the Congress was bad throughout the entire 
state. 

The succe.ss of the Janata Dal and its 
allies was due to the fact that the alliance 
drew large mea.sure of support from the 
numerically strong, poor and deprived 
sections of society. A survey conducted 
by the CSDS, in a representative sample 
of 16 assembly constituencies spread across 
all the three regions of Bihar, reveals 
massive support for the Janata Dal and its 
allies specially among the dalits, the 
backwards, the Muslims, the illiterate, the 
landless and among agricultural labourers. 
Nearly 48.7 per cent of the dalits, 49.8 per 
cent of the backwards, and about 57.3 per 
cent of the Muslims voted for the Janata 
Dal and its allies. It remained the most 
popular patty among the downtrodden as 

47.3 per cent of the illiterate and 43.8 per 
cent of the landless also voted for it. The 
support base of the Congress has eroded 
in general, but still it seems to be a popular 
patty among upper-castes. Of the upper- 
caste voters. 39.1 per cent voted for the 
Congress while only 20.9 per cent of them 
voted for the Janata Dal. lliough the BJP 
managed to win 41 Vidhan Sabha seats, 
it still lacks a broad support-base in Bihar. 


Except for 19.0 per cent votes among the 
trihals, 16.5 per cent votes among the 
upper-ca.stesand 18.3 percent votesamong 
the people living in ‘pucca* houses (a 
denominator of urban habitat), its support 
base among the o'her sections remained 
still very low. 

The biggest surprise was thateven though 
Laloo Yadav has been constantly blamed 
for neglecting developmental work, he 
.still drew large support from the largest 
sections of society. If one takes a deeper 
look into the functioning of the Laloo 
government, during the past five years one 
can understand why the poor and the dalits. 


Table I: Candidates and Pckeormance : 
Assembly Election 1952-9.S 


Year 

Total 

Number of 
Candidates 

Average Candidates 
Number of Forfeited 
Candidates Per Deposit 
Consbiuency (Per Cent) 

1952 

1602 

5.0 

53.3 

1957 

1394 

43 

46.9 

1962 

1.529 

4.8 

53.0 

1967 

2025 

6.3 

64.5 

1969 

' 21.54 

6.7 

63.4 

1972 

1982 

6.2 

62 9 

1977 

2973 

9 1 

73.7 

1980 

2959 

9.1 

74.6 

1985 

4238 , 

13.0 

83.2 

1990 

6439 

19,8 

91.5 

1995 

8463 

26 1 

— 

Source 

Up to 1985. V B Singh and Shankar 
Bose. Elections in India, Sage 
Publications. 1988; 1990 Stattstiial 
Report on the General Elections to the 
legislative Assemblies l9S9-90.vo\ 1, 
Election Commission of India, New 
Delhi; 1995 Provisional Report from 
Stale Electoral Office. Patna. 

Table 

2' Candidates. Increasing Number and 

Performa.<ice‘ Lok Sabha Ei hrnoN 1952-96 

Year 

Total 

Number of 
Candidates 

Average Candidates 
Number of Forfeited 
Candidates Per Deposit 
Consiihicricy ( Per Cent) 

19.52 

198 

3 6 

33.8 

1957 

189 

3.5 

40.2 

1962 

233 

4.3 

46 3 

1967 

315 

5 9 

61 2 

1971 

421 

7.9 

71.0 

19/7 

340 

6.2 

70.2 

1980 

594 

II.O 

76 9 

1984 

676 

12 5 

82 9 

1989 

711 

13 1 

81.0 

1991 

1246 

23.0 

90.3 

1996 

1448 

26 8 

91.5 

1998 

451 

8.5 

72.2 


Soune: Up to 1984, V B Singh and Shankar 
Bose. Elections in India. Sage 
Pubications. 1986; 1989-1991. V B 
Singh Election in India 1994- 96; 
Slalislicfil Report on General Election 
to the Eleventh Utk Sabha Election. 
1 996 and 1998 Election Commi.s-sion 
of India. New Delhi. 
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have voted for the Janata Dal. The dalits 
in general overwhelmingly supported 
Laloo Yadav. They were not satisfied with 
his performance for, besides constructing 
some houses under the Indira A was Yojana 
for the musahars, the poorest among the 
poor dalits, nothing much has been done 
for them. But for many, it was the only 
occasion in their lifetime when they could 
vote. They reiterated that for them ‘azadi’ 
came only during Laloo’s regime as now 
they enjoy a sense of self-pride and that 
upper-caste people do not encroach upon 
their independence now. 

The backward castes, particularly the 
yadavs, had reason to vote for Laloo, since 
they did not want to let the power they 
had gained after a long struggle slip fnim 
their hands. Though during this election 
the two dominant backward castes, the 
kuimis and yadavs contested the electoral 
battle against each other, the Samata Party 
was blamed for fighting a proxy war for 
the upper-castes in the name of fighting 
the casteist politics of Laloo Yadav. Such 
a feeling consolidated the other backward 
castes, besides the kunnis and kocris, 
behind the Janata Dai. The Muslims, except 
for a few instances where personal af¬ 
filiation with the candidate or hi s otherwise 
very clean image mattered, voted largely 
for the Janata Dal. The instance of the 
Bhagalpur riots was still fresh in the minds 
of the Muslims. Further, the arrest of the 
BJP leader, Lai Krishna Advani at 
Samastipur by Lalcx) Yadav at the time of 
his 'rath yatra’ seems to have made Laloo 
Yada V a great hero among them, general ly. 
Besides, in the aftermath of the demolition 
of the Babri Masjid, when the whole 
country was reeling under the mon.ster of 
communal violence, and a large number 
of people were killed in riots which 
continued unabated for almost five days, 
it was Laloo Yadav. who stood for the 
protection of the Mcslims in his state. 
When the whole country witnessed mad 
riots, there was not a single riot or in.stancc 
of violence in Bihar. The kind of protection 
given In Muslims during Laloo raj was 
unprecedented, andeversince the Muslims 
clearly identify themselves with the Janata 
Dal. 

The result of the 1995 assembly election 
in Bihar set the trend for backward caste 
politics. It was the first time the backwards 
fought against backwards and the upper- 
castes at best remained at the margins of 
the political struggle. The backwards 
managed to have a firm control over 
political power. It was the type of political 
struggle which Bihar witnessed then that 
set the trend for backward ca.ste politics 
for the next few years. One of the major 


achievements and change this time was 
that most of the most deprived sections, 
the dalits, were allowed to vote for the first 
time. Though the yadavs took the driver's 
.scat in the matter of governing the state, 
the other backwards, and the dalits 
remained aligned with the Janata Dal. They 
feel that whatever else may happen, they 
do have share in the political power in the 
state. During the Congress regime, power 
remained monopolised by the upper-castes 
and never was a serious attempt undertaken 
to incorporate the aspirations and the 
demands of (he dalits and backwards within 
the general governance of the state. A 
share in power was a distant dream for 
them during the Congress regime. 

The period since the mid-1990s, witnes¬ 
sing the process of rapid de-alignment of 
electoral forces, led to a major shift in the 
politics of the state as indicated earlier. 
The results of the 1996 Lok Sabha elections 
demonstrate that a new beginning has been 
made in the politics of Bihar. The Janata 
Dal and its allies suffered major setback 
in these Lok Sabha elections which provide 
more than one indicater. First they clearly 
point towards the limits of the .sectional 
politics in a multicultural society. Further, 
they demonstrate thcconstraints fora ruling 
party in a multi-party democracy, when 
the index of opposition unity is greater 
thanexpected. In a multi-party democracy, 
where a political party captures political 
power with barely 30 percent votes, it is 
exposed to severe limitations once the 
di videdopposition unites against the mling 
party. 

The results of the.se elections, clearly 
followed from such a scenario. During the 
Vidhan Sabha election held only a year 
back, the Janata Dal and its allies CPI, 
CPl(M) and JMMS fought a badly divided 
opposition. Though the Samata Party had 
some understanding with the CPl(ML), 
but mainly it was the BJP, the BPP. the 
Congress and a few other smaller parties, 
who opposed the Janata Dal and its allies 
separately. With a badly divided 
opposition, the net result was that with 
merely 27.9 per cent vote, the Janata Dal 
managed to get an absolute majority with 
166 seats, and its allies CPI, CPI(M) and 


JMM(S) won 26, 6 and 16 seats 
respectively, with merely 4.8,1.3 and 3.7 
per cent votes. The divided opposition, 
with sectional support, was badly trounced 
in the electoral battle during the Vidhan 
Sabha election. A lot of people had great 
faith in the Samata Party, which had just 
been formed on the eve of elections. It was 
generally thought that this party may 
provide an alternative to the ruling Janata 
Dal. A party formed mainly by the defectors 
of the Janata Dai and with Nitish Kumar 
as its leader, it was expected that the party 
will draw large support from the kurmis 
and the koeris. But the party performed 
badly winning only seven seats with merely 
6.9 per cent votes. The Congress with the 
support of just the upper-castes, went down 
to a mere 29 seats with 16.4 per cent votes. 
The BJP, though it managed to improve 
its tally, winning 41 seats with 12.9 per 
cent votes, however, remained far behind 
its dream of calling the shots in Bihar. 

After the success in the Vidhan Sabha 
election, Laloo Yadav had been bubbling 
with confidence and it seemed as if the 
Janata Dal has become an invincible party 
in Bihar. The political parties opposing 
the Janata Dal reali.sed their weaknesses 
and very soon after the Vidhan Sabha 
election after various round of talks, the 
Samata Party and the BJP entered into an 
alliance. Though both the political parties 
had di fferent support-bases and ideological 
perspectives, the Samata Party largely 
denving the support of the kurmis and 
koeris and having a sociali.st perspective 
and the BJP, a right wing party, popular 
among the upper-castes, entered into an 
alliance where BJP contested for 32 seats 
leaving 22 scats for the Samata Party. 
Leaders of both the political parties 
welcomed this alliance, hut the leaders of 
the Samata Party particularly George 
Fernandes and Nitish Kumar who swore 
by the .socialist tradition were put to severe 
criticism on account of their alliance with 
a communal party. These leaders termed 
it a special arrangement needed fur a special 
time in a special state. They termed it ‘the 
need of the hour’ in Bihar if one has to 
put up a challenge to the ca.steist politics 
of l.aloo Yadav. Earlier, the Bihar People’s 
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0 
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24 

0 

13.0 

25 

25 
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61.0 

26 
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24 

6 
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Paity of Anand Mohan Singh which had 
been completely routed in the Vidhan 
Sabha election, merged with the Samata 
Party. Since it drew some support from 
the upper-caste Rajputs, it was perceived 
that this alliance may broaden the base of 
the Samata Party much beyond the support 
of only the backward caste. Entering into 
an alliance with the BJP certainly was a 
step towards forming a front against the 
Janata Dal. The other opposition party, the 
Congress, which has been marginalised to 
a great extent, contested the election alone, 
like the splinter groups of the JMM parties. 
The Janata Dal on the other hand, contested 
along with its traditional partners CPI and 
CPI(M). But as compared to earlier 
elections, the only change reflected was 
in terms of seat sharing as Laloo completely 
dominated over his alliance partners, the 
CPI and CPI(M). Of the total. Janata Dal 
contested 44 seats leaving only eight for 
the CPI and 2 for the CPI(M). 

Though Laloo Yadav seemed confident 
of winning most of the seats in Bihar, he 
was put on the defensive by the opposition 
parties which carried a virulent campaign 
against the fodder scam unearthed during 
the period of the Janata Dal government. 
On the other hand, the Janata Dal cham¬ 
pioned the cause of the upliftment of the 
backwards and the poor and stood on the 
platform of social Justice. It called upon 
the people to vote for Janata Dal and its 
allies and to save Bihai from the threat 
of the communal party namely, the BJP. 
On the other hand, the BJP and Samata 
combine accused Laloo Yadav of 
perpetuating castei.st politics in Bihar in 
the name of social justice. They blamed 
the government for the fodder and other 
.scams that < icurrcd during the Laloo regime. 
Though the hawala issue could not make 
a dent as an election issue among the poor 
rural masses of Bihar, the fodder .scam 
popularly termed as ‘gawala’ scam 
received a wide publicity among the people. 
In the beginning it seemed as if this scam 
will have little bearing on the minds of 
the people and may not affect the electoral 
prospects of the parties. Two lounds of 
pre-election surveys conduoed by CSDS 
showed that the Janata Dal still remained 
the most popular party among the people. 
Of the total respondents 32.9 and 40.3 per 
cent intended voting for the Janata Dal in 
the first and the second round respectively, 
whereas the support ba.se for the BJP was 
7.9 and 9.9 per cent only. 

But things changed very fa.st as soon as 
the election approached nearer. The 
vinilent attack on the Janata Dal and its 
policies by the BJP and its alliance led to 
a last minute change in the mood of the 


people at large. The kurmis and koeris had 
already responded and reposed full faith 
in the BJP-Samata alliance, but the 
brahmins and other upper ca.stes, which 
traditionally used to vote for the Congress 
changed their loyalty very fast and shifted 
support to the BJP-Samata alliance. Such 
a last minute shi ft of the voters led to some 
surprise results. 

The party which won an absolute 
majority in the Vidhan Sabha election 
barely a year ago, was cut to size, even 
though its leaders had been bubbling with 
confidence, claiming that they would win 
all seats. The Janata Dal managed to win 
only 22 scats as compared to 33 seats won 
during the 1991 Lok Sabha election. Its 
vote went down by nearly 2.2 per cent as 
it could just manage to get 31.9 per cent 
votes as compared to 34.1 per cent vote 
in 1991 U)k Sabha election Its alliance 
partners, the CPI and CPI(M), also .suffered 
major losses. The CPI lost more than half 
of the .seats and won only 3 Lok Sabha 
scats as compared to eight .seats won during 
the 1991 Lok Sabha election. Its vote was 
drastically reduced from 7.6 per cent to 
5.1 per cent in 1996. The CPI(M) could 
not even retain its lone Lok Sabha .seat 
won during 1991 Lok Sabha election. 

The BJP, in alliance with the Samata 
Party, became the major gainer. The BJP 
won IK Lok Sabha scats with 20.5 percent 
votes as compared to five seats won during 
the 1991 Lok Sabha election with 15.9per 
cent votes. But actually the increa.se in the 
vote of the BJP is much higher than it 
appears since, in the 1996 Lok Sabha 
election, it contested only 32 Ixtk Sabha 
scats as compared to 51 seats contested 
during 1991 Lok Sabha election. The 
Samata Party won six Lok Sabha seats 
contesting 22 scats and its vote went up 
by nearly 7.6 per cent as compared to its 
votes during the 1995 assembly election. 
Though the Congress doubled its tally 
from one to two, its vote went down from 
24.2 per cent in 1991 to 13.0 per cent in 
19%. The JMM which won.six$eats during 
1991 Lok Sabha election suffered a major 
loss. Though the party lost much ground 
in its traditional tribal belt of south Bihai, 
it also suffered a loss because its various 
factions fought against each other, result¬ 


ing in the split of the votes. The JMM(S) 
only managed to win a lone Lok Sabha 
scat with a slender margin of only 5,000 
votes. 

Lok Sabha Election 1998 

The premature dissolution of the Lok 
Sabha pushed the country towards another 
Lok Sabha election much sooner than 
expected. Even in this short duration, the 
political scenario in Bihar had taken a 
major turn. The mounting pressure on 
Laloo Yadav, from the left parties and 
even from within his own party, to step 
down from the post of party president and 
the chief minister of the state was resisted 
and rebutted by Laloo Yadav. This resulted 
in the split in the Janata Dal leading to 
the formation of Rashtriya Janata Dal by 
Laloo Yadav before the 1998 Lok Sabha 
election. Formation of the new party led 
to the possibility of fresh realignment 
among various competing political parties. 

Though there was no major shift in the 
already existing alliance among the 
dominant political parties, the BJP 
maintained its alliance with Samata Party 
and the left-over Janata Dal still retained 
its alliance with the CPI and the CPI(M). 
The Congress^ which performed badly 
during past few elections was desperately 
looking for ways towards revival. Though 
Laloo Yadav tried to pretend confident of 
achieving big succe.s.s in the election, in 
reality he knew that it is not going to be 
too easy for him in this election. Three 
major factors seemed to be worki ng against 
Laloo Yadav. Firstly, he feared possible 
division in the Yadav vote which may 
indirectly help BJP in winning more scats; 
secondly, he knew it would not be too easy 
to make people familiar with the new 
symbol 'lamp' allotted to Ru.shtriya Janata 
Dal. Thirdly, ho realised that the absence 
of a party organisation at the local level 
may add to the problems for his new party. 
Because of these considerations Laloo 
/adav was looking for an alliance to at 
least minimise the split of vote. He naturally 
found the de.spcrate Congress which was 
also in search of an alliance partner. The 
Jharkhand Mukti Morcha (JMM), a party 
that was very strong in the south Bihar 
region in the 1991 Lok Sabha election. 


Table 4-Ei,ectoral Pekformancc in Sooth Bihar, Lok Sabha Ei EC-noN 1991-1998 
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performed badly during the 1996elections 
because of division in the party, was also 
searching for an alliance. Laloo Yadav 
knew his party has very little presence in 
south Bihar and wisely so, entered into an 
alliance with the JMM. 

With this alliance pattern, Bihar seemed 
to be heading towards a three-cornered 
contest. With the split in the patty, the 
Janata Dal was put to a severe test, as also 
the as.sumption that the division of votes 
will result in a major loss for the party. 
The Rashtriya Janata Dai (RJD) and pri¬ 
marily its leader Laloo Yadav was to be 
tested for his personal charisma. Many 
believed that the RJD may not be .succe.ssfui 
as Laloo Yadav after his involvement in 
the fodder scam has become a spent force 
in the state’s politics and it would be hard 
for the party to win some scats. With the 
alliance with the Congress and the JMM, 
Laloo Yadav hoped to put up a contest in 
north Bihar on account of the shift of the 
traditional Congress voters still with the 
party towards the RJD. With 12.2 per cent 
vote polled by JMM and 16.0 percent vote 
polled by the Congress in the south Bihar 
region in the 1996 Lok Sabha election, the 
alliance hoped to put up a formidable 
contest in south Bihar. Tlie BJP-Samata 
combine hoped to hold together and gain 
most from the three-cornered contest 
resulting in a split in the anti BJP vote. 

The results came as a major surprise 
for many a political speculator. Though 
the Bihar elections were speculated by 
many to be a three-cornered contest, they 
actually turned out to be a direct contest 
between Laloo’s RJD and the BJP-Samata 
combine, with the Janata Dal and its allies 
putting up no contest at all. But the results 
reveal that the 1998 Lok Sabha election 
was more keenly contested than the past 
few elections The last three Lok Sabha 
elections in the state have witnessed a 
narrowing down of the victory margin in 
a large number of constituencies. As 
compared to only six and 10 constituencies 
where the results were decided within the 
margin of less than 5 per cent vote in 1991 
and 1996, in 1998 Lok Sabha election in 
as many as 18 constituencies the victory 
margin was less than S per cent and in 
another 16 constituencies the victory 
margin was between 5 to 10 percent. The 
narrowing gap of the victory margin in the 
1998 Lok Sabha election indicates that the 
state witnessed more competitive politics 
as compared to past few elections. 

The 1998 Lok Sabha election virtually 
witnc.sscd an end for the Janata Dal in the 
state. Ram Vilas Paswan was the only 
Janata Dal candidate who won from the 
HajipurLok Sabha con.stituency. The party 


only managed to get 8.3 per cent vote as 
compared to 31.9 per cent it polled during 
the 1996 Lok Sabha election. Its alliance 
partner the CPI and the CPI(M) could not 
win a seat and polled as low as 3.1 and 

2.1 percent vote, respectively. Belying the 
popular expectations, the RJD won 17 
seats and polling 23.2 per cent vote still 
emerged as the largest party in terms of 
the vote. Though the Congress got only 

7.2 per cent vote, nearly 6 per cent less 
than it polled during the 1996 Lok Sabha 
election, it managed to win five seats and 
regained .some of its lost ground. The 
fewer votes for the party is largely attributed 
tothcfewerseatsitcontestedintheeicction 
on account of the alliance with RJD. In 
spite of the triangular alliance, the JMM 
could not open its account and polled 3 
percent vote. As an alliance, BJP-Samata 
combine turned out to be the major gainer 
in the 1998 Lok Sabha election. With the 
BJP getting 19 seats with 23.1 per cent 
vote and Samata winning 10 seats with 
13.8 per cent vote, the alliance won 29 
scats improving its tally of 24 in the 1996 
Lok Sabha election. 

The overall result of these elections 
indicates that Janata Dal which witnessed 
decline over past few elections has been 
nearly wiped out in the 1998 Lok Sabha 
election. The BJP-Samata alliance is 
getting stronger and stronger over past 
couple of elections. In order to look at 
the strength of these parties it is better to 
have a look at the performance of di fferent 
parties in the three distinct geographical 
regions i c, the north, central and the 
south Bihar. 

The poverty stricken, flood prone terrain 
of north Bihar accounting for 26 Lok Sabha 
seats, is politically the most important 
region of Bihar. It has been a stronghold 
of the Janata Dal during the past few 
elections. During the 1991 Lok Sabha 
election, the Janata Dal won 22 seats from 
this region with 48.3 per cent votes, and 
with CPI winning three seats, the combined 
tally for the alliance was 23 seats. But in 
the 1996 Lok Sabha elections, the Janata 
Dal suffered a loss of six seats in this 
region. It won only 16 seats with 40.3 per 
cent vote.s. The CPI won two seats bringing 
the combined 'ally to a total of 18 seats. 


The BJP, which drew a bluik here in the 
1991 elections, with its alliance partner 
Samata Patty managed to win six seats 
with 33.8 per cent votes. The 1998 Lok 
Sabha witnessed further gains for the BJP- 
Samata combine in the region as the 
alliance managed to win eight seats and 
polled 33 per cent vote. Hie Janata Dal 
and allies overall performed badly in the 
state, but could still manage to save face 
in the north Bihar polling 18.3 per cent 
vote and won its lone seat from this region. 
The RJD virtually swept the polls in this 
region, winning 14 seats and polling 29.4 
per cent vote. The success of the patty 
gives the indication that Laloo Yadav still 
remains a major force in the politics of 
the state. With the di vision of vote, though 
the Janata Dal managed to get a reasonable 
vote in the region, Laloo’s popularity 
affected it adversely in a significant 
manner. The alliance with the RJD helped 
the Congress to win two seats in the region 
while it polled only 3.3 per cent vote. 

The mineral rich hilly terrain of south 
Bihar, accounting for 14 Lok Sabha seats, 
is the region where the BJP has a strong 
presence. The BJP has not only remained 
the most dominant party in South Bihar, 
but it virtually swept the polls in the entire 
region during last two Lok Sabhaelections. 
As compared to the five Lok Sabha seats 
it won during the 1991 Lok Sabha election, 
BJP managed to win 12 of the total 14 
seats from this region both in 1996 and 
199^. But this does not mean that there 
was hardly any change for BJP in south 
Bihar. The BJP increased its votes share 
enormously in this region. As compared 
to 34 per cent vote in 1996 Lok Sabha 
election, the party polled 43.3 per cent 
vote during 1998 Lok Sabha election. The 
alliance of the RJD with the Congress and 
the JMM was expected to spring few 
surprises in this region, but the alliance 
could hardly make its presence felt. The 
JMM which has won the lone Dumka seat 
in 1996, where the party president Shibu 
Soren won by a slender margin of about 
3,000 votes, drew blank and its vote also 
went down from 12.2 per cent in 1996 to 
10.5 per cent in 1998. 'Fhe RJD also could 
not open its account and polled only 9.2 
per cent vote. It was the Congress which 


Table S;EiLCTOkAL Performance in Central Bihar; Lok Sabha Election 1991-1998 
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0 

8.0 


Note: Total Seats 14. 
Source: CSDS Data Unit. 


2476 


Economic and Political Weekly August 21-28, 1999 



regisierea some gain in inis region. 
Contesting for all 14 seats the party won 
only one seat and polled 16 per cent vote 
in 1996. In sharp contrast the Congress 
contested only seven seats in 199% but 
managed to win two seats and polled 1 S.7 
percent vote. If we compare the 1991 and 
1996 Lok Sabha elections we find that the 
Janata Dal with its allies increased its vote 
from 12.5 per cent to 24.3 per cent in 1996, 
but in the 1998 Lok Sabha election the 
alliance suffered a major loss and its vote 
plumped down to only 6.2 per cent. 

The agriculturally rich central Bihar, 
accounting for 14 Lok Sabha seats, is the 
region which has witnessed numerous 
agrarian struggles during the post- 
Independcnce period. These struggles of 
the poor and the landless farmers have 
mainly been led by the various factions 
of the Left parties. The Janata Dal and 
other Left parties are particularly strong 
in this region. Though the Janata Dal 
remained the dominant party in this region, 
it faced a stiff challenge f^rom the BJP- 
Samata combine during the 1996 Lok 
Sabha election. The Janata Dal and its 
allies who had won 13 of the total 14 seats 
from this region during the 1991 Lok 
Sabha election suffered a major lo.ss as the 
alliance got only seven seats (JD-6, CPl- 
I) in 1996 with the Janata Dal getting 25.1 
per cent and the Left parties getting 10.6 
percent votes. During the 1998 Lok Sabha 
elections.the JD and its allies lost heavily 
even in the traditional stronghold of the 
left. The alliance not only drew a blank 
but even its vote went down to only 8.0 
per cent. The BJP-Samata alliance 
remained the biggest gainer even in this 
region during the last two Lok Sabha 
elections. The BJP which drew a blank in 
1991, in alliance with Sainata party 
managed to win 6 seats with 37.9 per cent 
votes in l996.The alliance further 
improved its tally to 9 seats and its vote 
increased to 42.8 per cent during the 1998 
Lok Sabha election. 

Changing Sooal Base of 
Pot mcAL Parties 

A comparison of last four elections 
shows that the Janata Dai wh*ch remained 
the most dominant party till the 1996 Lok 
Sabha has been nearly wiped out during 
the 1998 polls. During the 1996 elections, 
the JD polled 31.9 per cent vote as 
comparedto34.1pcrcentinthe 1991.The 
erosion of the vote for the party during 
the 1998 polls was so much that it polled 
only 8.1 per cent vote. It was RJD which 
made inroads among the voters of the 
Janata Dal. The BJP which polled 15.9 per 
cent vote during the 1991 Lok Sabha 


election nas made heavy inroads in mnar 
politics during and after the 1996 Lok 
Sabha election after entering into an 
alliance with Samata Party. The party 
polled 20.5 and 23.1 per cent vote during 
the 1996 and 1998 elections. This increase 
is marked even though the party contested 
20 seats fewer than it did in 1991. The 
Janata Dal drew reasonably higher support 
from the backwards, the dalits and the 
Muslims, than other sections of society, 
while the BJP has made inroads particularly 
among upper-caste voters. But a compar¬ 
ison between three surveys (1995 assembly 
election, 1996 and 1998 Lok Sabha elec¬ 
tions) conducted by the Centre for the 
Study of Developing Societies gives a 
clear picture that the social groups which 
had earlier supported the Janata Dal have 
started deserting the party in the recent 
years. 

The increasing presence of the BJP in 
Bihar is largely credited to its growing 
popularity among the upper caste voters. 
Traditionally Congress supporters, they 
have moved towards the BJP and its 
alliance partner, the Samata in a big way 
during the past two Lok Sabha elections. 
Table 6 shows that the BJP which got only 
28.7 per cent ot the upper caste votes in 
1995, has got 77.6 per cent of their vote 
in 1998. The popularity of the Congress 
among the upper caste voters has declined 
considerably . The JD and its allies have 
never been a popular choice among the 
upper caste voters. During the 1998 elec¬ 
tion, even RJD could hardly get substantial 
support from the upper caste voters. 

The OBCs have come to play an 
important role in the politics of the state 
during the la.st decade. The Congre.ss has 
not been very popular among the OBC and 
traditionally they have supported the 
socialist formations. The formation of the 
Janata Dal before the 1989 Lok Sabha 
election saw a large section of the OBC 
voters moving towards the party. The two 
surveys of 1995 and 1996 show that they 
voted in large numbers for JD and its 
alliance. The alliance of the BJP with the 
Samata Party before the 1996 Lok Sabha 


election witnessed a shift among the OBC 
voters towards this alliance. During the 
1998 election, 42.5 per cent of the OBC 
voters voted for the BJP alliance, while 
support for the JD alliance went down 
from 50.3 percent in 1996 to 17.3 percent 
in 1998. The RJD also managed to poll 
28 per cent of the OBC vote. The support 
for the Congress among OBC voters wMch 
was just 13.7 percent in 1995 further went 
down to 7.9 per cent in 1998. 

The past decade has witnessed decline 
of support for the Congress among the 
Muslims. The alienation of the Muslim 
from the Congress began soon after the 
Bhagalpurriots and continued furtherafter 
the demolition of the Babri masjid. 
Disenchanted with the Congress, the JD 
and allies became the natural force towards 
which the Muslim vote in the state 
gravitated. Figures from the last three 
surveys indicate enormous support for the 
alliance during the 1995 Vidhan Sabha 

Table 6:SHiFr AiaoNG Upper Caste Voters, 
1995-1998 


Party 

1995 

1996 

1998 

Congress 

39.1 

10 1 

8.7 

BJP-e 

28.7 

.59.5 

77.6 

JD+ 

20.9 

29 1 

11.6 

RJD 

- 


Negligible 


Source: Bihar Survey 1995. National Election 
Study 1996 and 1998. 


Table 7:SHiFr AitioNO OBC Voters. 1995-1998 


Party 

1995 

1996 

1998 

Congress 

■137 

99 

7.9 

BJP+ 

26.2 

36 2 

42 5 

JD+ 

49.8 

50 3 

17.3 

RJD 

- 

- 

28.0 


Source: Bihar Survey 1995, National Election 
Study 1996 and 1999 


Tabu S.Siiin among Muslim Voters. 1995-1998 


Party 

1995 

1996 

1998 

Congres.s 

21.9 

23 .3 

14.9 

BJP+ 

7 5 

5.6 

4.2 

JD-f 

57.3 

68.9 

19.0 

RJD 

- 

- 

59 6 


Source' Bihar Survey 1995, National Election 
Study 1996 and 1998 


Table 9- Voting Pattern of Jatis within OBC and Muslim: Lok Sabha Euciions (1991 -98) 


Jati 


Congress 


BJP+ 


JD+ 


RJD 

1991 

1996 

1998 

1991 

1996 

1998 

1991 

1996 

1998 

1998 

Yadav 

8.2 

1.6 

7.9 

4.1 

16 1 

18.4 

87.8 

80 6 

7.9 

65.8 

Kurmi-E koeri 

28.0 

5.3 

24.0 

40.0 

73 7 

56 0 

28 0 

17.5 

* 

18.0 

Other OBC 

31.6 

2.4 

• 

26.3 

40..5 

23 1 

31 6 

50.0 

7.7 

23.1 

Lower OBC 

28.6 

10.7 

8.0 

20.2 

42 0 

57.3 

36 9 

35.5 

21.3 

12.0 

ST 

26.9 

24.0 

70.2 

* 

34 0 

85 

7.7 

28.0 

6.4 

m 

Lower Muslim 

.39.1 

31.0 

31.0 

_ 

67 

69 

47 8 

.57.8 

20.7 

37.9 

Upper Muslim 

33.3 

16.7 

1.5.7 

*- 

.3 3 

59 

61 1 

80.0 

17.6 

58 8 


Note: • Negligible Vote. 

Source: National Election Study 1996 and 1998. 
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and 1996 Lok Sabha elections among the 
Muslim voters. But the split in the Janata 
Dal has led to the erosion of support for 
the party among the Muslim.s. From 68.9 
percent vote among the Muslims in 1996 
Lok Sabha. the alliance got only 19 per 
cent while .^9.6 per cent Muslims voted 
for the RJD. Even in alliance with the 
Samata Party, the B JP has hardly been able 
to attract the Muslim voters. 

The survey data presented in Tables 6, 
7 and 8 do rcllect that during last few 
elections there is a shift among the upper 
ca.ste voters towards the DIP while the 
majority of OBC and Muslim voters still 
favoured the Janata Dal till 1996 and RJD 
in 1998 Lok Sabha election. But docs it 
mean that the various ‘Jatis’ within these 
ca.ste groups vote in a similar pattern? 

Neither the upper ca.stc.s nor the OBC 
constitute one monolithic group but 
comprise various jatis. While the rajputs. 
the bhumiars. the brahmins and the 
kayastha constitute the upper caste, there 
are larger number ol jatis which arc 
categorised as the OBC. The yadavs, 
kurmis and koeris constitute the upper 
OBC whi le the kahar. ku mhar, lohar. tat wu. 
teli, dhanuk, etc, constitute the lower 
OBC. Even among the Muslims, there is 
the hierarchy of upper and lower jati. Is 
the voting pattern of various jatis within 
thc.se three caste groups, ie, the upper 
caste, the OBC and the Muslims .similar 
when there is immense .social and economic 
disparity among them? The detailed 
analysivS of the survey shows the voting 
pattern of various jatis within the same 
caste group. 

The detailed analysis of the data reveals 
that unlike the four upper castes, there is 
a great internal variation in the voting 
pattern among the various jatis of the OBC 
. The Janata Dal was very popular among 
the yadavs till the l996LokSabhaelection. 
hut aftei the split of the party, it is the RJD 
which cornered a majority of the yadav 
vole. It is important to note that the yadavs 
were extremely polarised in favour of the 
JD till the 1996 Lok Sabha election, but 
the 1998 Lok Sabha election has also 
marked the split of the yadav vote between 
the JD, the RJD and the BJP-Samata 
alliance. Interestingly the BJP-Samata 
alliance got more yadav votes than the JD. 

Tlie voting pattern of the kurmi-k(x:ri 
combine is quite in contrast to that of the 
Yadavs. While during the 1991 Lok Sabha 
election, although the BJP got the largest 
suppon irom these jatis, .still the Kurmi- 
Koeri vou- was split among the Congress 
and the ID and its allies. The 1996 loik 
Sabha elections witnessed a sharp 
polarisation ol the support base. Both the 


Congress and the JD and allies lost support 
among the.se two Jatis while the BJP- 
Samata combine consolidated support 
among the kurmis and koeris. During the 
1998 Lok Sabha election, some of these 
voters moved away to the Congress and 
the RJD 

Over last few elections, the lower OBC 
castes have displayed a divided loyalty 
towards different parties. In spite of a clear 
pattern of their movement towards BJP- 
Samata alliance, only a little over half the 
voters of these jatis opted for the BJP- 
Samata alliance during the 1998 Lok Sabha 
election. The JO and allies arc still popular 
among these jatis. The popularity of the 
Congress has declined to a great extent 
among the jatis belonging to the lower 
OBC caste group. There is also differential 
support structure for the political parties 
among the upper caste Muslim and those 
belonging to the lower caste. It is true that 
over the years the Congress has lost support 
among the Muslim voters, but the party 
is still popular among the lower caste 
Muslims. The support for the party in 
category has declined marginally during 
the past three Lok Sabha elections. The 
JD and allies has been very popular among 
the Muslim voters up till 1996 Lok Sabha 
elections, but the split in the JD also resulted 
for the split among the Muslim support 
for the party. A majority of both the upper 
ca.ste and the lower caste Muslims 
supported the RJD in the 1998 Lok Sabha 
elections while the JD and allies io.st 
support among the Muslim voters to a 
great extent. The survey shows that the 
support lor the RJD is more among the 
upper caste Muslim as compared to the 
lower caste Muslims. The data also 
indicates a shift among the Muslim voters 
towards the BJP-Samata alliance. The 
small sample size in this category docs not 
facilitate further analysis, but the shift 
among the Muslims may be attributed to 
the alliance of the BJP with the Samata 
Party during the last two Lok Sabha 
elections. The small sample size of the 
voters belonging to other OBC castes and 
the STs does not permit a reliable i nfcrcnce 
about their voting pattern. 

There is also considerable shift among 
the dalit voter- over past few elections. 
Traditionally Congress voters, nearly half 
of the dalits have preferred voting for JD 
and its allies while 23 per cent voted for 
the Congress during the 1995 Vidhan 
Sabha election, llic BJP was a popular 
choice of the dalit voters during that 
election. But things started tochange there¬ 
after. The stale witnessed a slow but 
constant movement of the dalit voters from 
the Congress to other parties. While a 


Table IO;Shift amono Daut Votebs, 
I99.S-1998 


Party 

1995 

1996 

1998 

Congress 

2.3.0 

19.0 

13.7 

BJP+ 

15.0 

24.8 

24.5 

•JD+ 

48.7 

31.4 

28.4 

RJD 

- 

- 

23.5 

Source: Bihar Survey 1995, National Election 

Study 1996 and 1998. 



Table 11 :Shift among Illiterate Voters. 


1995-1998 



Party 

1995 

1996 

1998 

Congress 

19.8 

11.6 

15.0 

BJP+ 

:o 1 

38.7 

33.2 

JD+ 

47..t 

40.4 

17.0 

RJD 

- 

- 

18.6 


Source: Bihar Survey 1995. National Election 
Study 1996 and 1998. 


Tabli- 12:SHiFr among Educated Vutek.s 
(Graduate AND ABOVE). 1995-1998 


Party 

1995 

1996 

1998 

Congress 

.30.1 

20.0 

Negligible 

BJP+ 

.34.3 

.56.0 

55.0 

JD+ 

20.5 

20.0 

15.0 

RJD 

- 

- 

20.0 


Source: Bihar Survey 1995. National Election 
Study 1996 and 1998. 


Table 1.1: Six-ial Composition of Bihar 
Legislature (Percent) 


Category 

1967 

1969 

1985 

1990 

1995 

UppefCasie 41.8 
Backward 

38.3 

36.4 

liiT 

17.1 

Caste 

24.2 

26.7 

24.6 

29.7 

45.0 

Muslim 

5.6 

5 9 

10.1 

6.1 

7.1 

Women 

3.4 

1.2 

4.0 

4.0 

2.8 


Tabu. 14: Caste CoMPosmoN of 

Bihar Assembly, 1995 

Caste 

Share in 

Share ol 

Quotient 


Population 

Scats 



(Per Cent) 

(Percent) 


Upper Caste 

13.0 

17.1 

1.3 

Rajput 

4.2 

6.8 

1.6 

Brahmin 

4.7 

3.4 

0.7 

Bhuinihar 

2.9 

5.3 

1.8 

Kayastha ' 

1.2 

1.5 

1.2 

Middle Caste 

19.3 

45.0 

2.3 

Yadav 

11.0 

26.0 

2.3 

Kurini 

3.6 

6.1 

1.6 

Kocri 

4.1 

8.7 

2.1 

Vaishya 

0.6 

6.1 

10.1 

Low Backward 



Caste 

32.0 

7.5 

02 


Note: Quotient refers to the proportion obtained 
by dividing the pereentage of shore in 
As.sembly by percentage of share in 
population. A (Quotient of 1.0 indicates 
perfectly proportionate representation. 
Quotient of less than I means less than 
proportionate representation. 
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large number of them preferred voting for 
JD and its allies, a sizeable number of 
them even shifted their loyalty towards 
BJP and its allies. During 1998 elections 
wi tnessed a three - way division among the 
dalit voters. While vote for the Congress 
among the dalits went down from 19 per 
cent in 1996 to 13.7 per cent in 1998, the 
BJP and allies got almost similar support 
among the dalits during the last two Lok 
Sabha election. The JD and allies lost 
heavily among the dalits, and attracted 
only 28.4 per cent of their vote while the 
RJD got 23.3 per cent. 

The BJP and allies have not been very 
popular among the illiterate voters who 
largely support the JD. But the survey 
indicates a shift among the illiterate voters 
towards the BJP and its alliance partner, 
the Samata Patty. As compared to only 
20.1 per cent of the illiterate voting for 
the BJP in 1993, as many as 33.2 per cent 
voted for the alliance. The JD and allies 
which got 47.3 per cent of their vote 
managed to get only 17 percent vote from 
the illiterate voters. Nearly 18.6 per cent 
of them voted for the RJD during the 1998 
Lok Sabha election. The past decade has 
al.so witnessed a loss of support for the 
Congress among the illiterate voters which 
has gone down from 19.8 per cent in 1995 
to 15 per cent in 1998. 

The BJP and allies have been a popular 
party among the educated voters. More 
than half of the educated voters opted for 
the alliance in 1998, as compared to 34.3 
per cent of them in 1995. The increase of 
support among the educated for the BJP 
allies has been largely at the expense of 
of the Congress. The survey figures give 
clear testimony of this. The JD and allies 
have never been popular among the 
educated voters. The RJD has also managed 
to get some support from the educated 
voters. 

Chanoing Social Profile of 
Elected Representatives 

The 1990s marked a sharp.change in the 
politics of Bihar. Though the backward 
castes, which are numerically strong have 
occupied an important place in the state’s 
electoral struggle, never before, except in 
1977, were they able to guide its politics. 
At best, they have been able to play a 
secondary role in Bihar politics. 

The implementation of a new reservation 
policy for the backward classes, based on 
the recommendations of the Mandal 
Commission report, witnes.sed strong 
opposition nationwide, by different upper- 
caste sections of society. Whereas in most 
pails of the country the backwards generally 
supported the policy, they nevertheless 


remained mute onlookers to the violent 
opposition of this policy. In Bihar, by 
contrast, the backwards mobi Used and put- 
up a stiff challenge to the anti-Mandal 
agitationists. This led to a prolonged and 
violent .stmggle on the streets between the 
anti-reservationists, mainly upper-caste 
youth, and the pro-reservationists com¬ 
prising mainly of the backward-caste youth. 
The violent .struggle between these two 
sections led to the extcmalisation of the 
undercurrent of age-old and deep-seated 
hatred between the forwards and 
backwards. Earlier, apart from a few 
instances, it was the forwards who 
generally dominated the backwards but 
this was a rare occasion when the divided 
backwards joined together to challenge 
the opposition of the Forward castes. One 
may blame the Mandal Commission of 
sowing the seeds of deep-seated castcism, 
but it also led to a consolidation of caiites 
along only two axes, the forwards and the 
backwards, erasing for the time being, 
numerous internal differences between the 
two. Such social change was bound to find 
reflection on other aspects as well and its 
immediate fallout was on the nature of 
ptrlilical representation inthe state. Political 
representation in Bihar which had been 
typically upper caste dominated, started 
changing and more backwards came to the 
fore as people’s representatives. 

Over the years the social composition 
of the Bihar legislature has changed a 
great deal. There is a slow and steady 
decline in the rcprc.senlation of upper castes 
which has gone down to 17.1 per cent in 
199S as compared to 41.8 per cent in the 
1967 Bihar assembly. The representation 
of the backwards hud more or le.ss remained 
the same till recently, ranging from 24.2 
per cent in 1967 to 29.7 per cent in 1990. 

The 1995 Vidhan Sabha election 
completely altered the nature of social 
composition of the assembly. In a sharply 
polarised situation not only did the 
representation of the backward castes go 
up to 43 per cent but the backwards for 
the First time outnumbered the upper castes 
in terms of political representation. The 
backwards who normally used to be fewer 
than the upper castes, are more than twice 
their number in the present Vidhan Sabha. 
The yadavs, who comprise about 11 per 
cent of the total population have a share 
of about 26 per cent of the seats in the 
Vidhan Sabha. The two other dominant 
backward castes, the kurmis and the koeris 
are also well represented in the house. 
Even if the representation of the upper 
castes has gone down significantly from 
earlier elections, except for the brahmins, 
the other uppercastes like the rajputs. the 


bhumihars and the kayasthas are well- 
represented. However, it is important to 
note that the low backward castes which 
compri.se about 32 per cent of the 
population are still extremelv under¬ 
represented. 

The social composition of the 
repre.sentatives to the Lok Sabha from 
Bihar has also changed during the past few 
elections. Tlie Lok Sabha election held 
during the post-Mandal period altered the 
stKial composition of the representatives. 
During the 1989 Lok.Sabha election, 33.3 
per cent representatives were upper ca.ste 
- a Figure which came down to 18.9 per 
cent in 1991, whereas the representation 

Tabij: 15: Caste CoMPOsnioN uf Bihar: Lok 
Sabha Membeks, 1996 


Caste 

Share in 

Share 

Quotient 


Population 

of Scats 



(Per Cent) 

(Percent) 


Upper caste 

l.V() 

27.7 

2.1 

Rajput 

4.2 

14.8 

3 5 

Brahmin 

4.7 

7.4 

1.5 

Bhumihor 

2.9 

1.7 

1.2 

Kayasiha 

1.2 

1.8 

1.5 

Middle caste 

I9..7 

15.0 

1.8 

Yadav 

li.O 

20.3 

1.8 

Kurini 

.1.6 

5.5 

1.5 

Koeri 

4.1 

.5.5 

1.3 

Vaishya 

0.6 

1.7 

6.1 

Low backward 



caste 

12.0 

1.7 

0.1 

Muslim 

I4.)j 

7.4 

0.5 


Note-. Quotient refers to the proportion obtained 
by dividing the percentage of share in Lok 
Sabha seats by percentuge ot share in 
population. A Quotient uf 1.0 indicates 
perfectly proportionate representation 
Quotient uf less than I iiaians less than 
proportionate repFe.senlatiun. 


Table 16: Caste Comkisition iIf B'har 
Lok Sabha Membtrs. I9‘>M 


Caste 

Share in 
Populalion 
(Per Cent) 

Share 
of .Seats 
(Percent) 

Quotient 

Upper Caste 

13.0 

24.0 

1.8 

Rajput . 

4.2 

II 1 

2.6 

Brahmin 

4.7 

5.5 

l.l 

Bhuiiiihar 

2.9 

1.7 

1.2 

Kayasiha 

1.2 

1.7 

1.0 

Midd'c Caste 

19.1 

20.(1 

1.0 

Yadav 

II.O 

14.8 

1.3 

Kurmi 

1.6 

74 

20 

KtXTI 

4.1 

7.4 

1.8 

Vaishya 

Low Backward 

0.6 

5.5 

9,2 

Caste 

.12 0 

3.7 

0.1 

Muslim 

14.8 

It.l 

0.7 


Note-. Quouent refers lo the proportion obuiined 
by dividing the percentage uf share in Lok 
Sabha seats by percentage of share in 
population. A quotient of 1.0 indicates 
pcricctly proportionate representation 
Quotient of less than I means less than 
proportionate representation. 
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of backward casics wenl up U) 43.1 per 
cent in 1991 u.s compared to 30.6 per cent 
in 19K9. It wa.s mainly possible because 
the backward castes were largely 
consolidated behind the Janata Dal. The 
1996 Lok Sahha election was a unique one 
of its kind, held against the backdrop of 
an almo.st wash-out of the Congress from 
the political scene of Bihar. The upper 
cu.stes in particular, were looking for a 
pillar to gather around and found in the 
BJP a natural fcKus. The Samata Party 
which draws support largely from the 
kurtnis and koeris. and which 
unsuccessfully contested the 1995 Vidhan 
Sabha election, entered into an alliance 
with the BJP. So. in a sense the upper 
castes under the bannerof B JP wet e pin i me 
up a challenge to the Janata Dal with the 
support of two back ward castes, the kurmis 
and koeris. The division among the 
backward castes naturally has an adverse 
effect on their reprc.sentation. The represen¬ 
tation ol the backward castes in the 1996 
Lok Sabha election went down to 38.7 per 
cent as compared to 43.1 per cent in 1991. 
But. it is still higher than 27.7 per cent 
of the upper castes in the Lok Sabha Iroin 
Bihar. The yadavs .still have much higher 
representation as compared to their 
proportion in the population. The other 
backward ca-stes like the kurmis and the 
koeris still have a 'proportionate 
representation’. The upper castes are also 
adequately represented as compared to 
their .share of population. It is ihc lower 
backwards who normally bear the brunt 
of this intense competitive politics. 

The 1998 Lok Sahha results further 
changed the social composition of the 
elected representatives. The election wa.s 
held after Janata Dal had witne.sscd a split 
in the party and LaliHi Yadav has tornied 
his own regional oulllt, the RJD. The 
division of voles of Ihc backward castes 
had already started wth the kurmis and 
the keoris moving towards the Samata in 
the 1996 Lok Sabha elections. This 
movement got a further fillip when some 
of the other backward castes deserted the 
Janata Dal and voted for the RJD. This 
election also marked the beginning of 
division in the yadav vote generally 
between the JD and the RJD. Tins was 
bound to be reflected in the number of 
rcprc.sentatives to be elected from various 
social groups. This witnessed decline in 
the representatives from the yadav caste 
from 20.3 per cent in 1996 to I4.8pcrcent 
in 1998 Lok Sabha election. The success 
of Ihc two backward castes the kurmis and 
the kwncs - who sided with the Samata 
Party m 1996 Lok Sabha election - led 
to their furtlu'r con.solidation as a political 


force. It naturally resulted in the increase 
in their representation from S.S per cent 
in 1996 to 7.4 per cent in 1998. The 
reprc.sentaiion of the upper castes also 
declined marginally from 27.7 percent in 
1996 to 24 per cent in 1998. The clamour 
for the si/eablc Muslim vote, which can 
make or mar the prospect for a party in 
various constituencies, resulted in si/.e- 
ablc increase in the number of Muslim 
conieslanis actually resulting in an incrca.se 
m their representation. 

The changing social composition ol 
political reprc.sentation is a clear indicator 
of the fact that backwards have come to 
play a major role in Bihar politics. Some 
may argue that the change in social 
composition of political representatives is 
largely due to Ihc change in the party in 
power, and the recent results have 
demonstrated that parties may change 
hands in the share of the political power 
but it is hard to vi.sualise a scenario in the 
days to come when the backwards would 
be denied their share in power. Unless the 
backwards gel their share in political 
rcprc.scntation. no aspiring ruling party is 
going to gel their support in return. The 
BJP which is visuali.sed as a party of the 
upper caste, was .successful in Ihc 1996 
Lok Sahha election winning 18 seats. But 
this was largely possible with the 
o verw hel mi ng su pport of t he I wo backward 
castes, the kurmis and koeris. Even il 
■ eprescntalion of the backwards in 1996 
Lok Sabha election went down to 37.1 per 
cent as compared to 43.1 per cent in 1991, 
it is still higher than the 27.7 per cent of 


the upper castes. This phenomena is here 
to stay in Bihar politics in the days to 
come. The backwards have come to play 
a decisive role in Bihar politics but 
'backwardism' may not be the nature of 
politicsin the future. As.similationoriarger 
social groups may be attempted. 

Notes 

1 All the three surs’cys have been conducted by 

Centre fnrthc Study ofUeveluping .Societies, 
Delhi dunng the 199^ Vidhan Sabha. 19% 
Lok Sabha and 1998 Lok Sabha elections, 
respectively. The survey dunng 199.5 Vidhan 
Sabha eleetion was conducted in 16 assembly 
constituencies spread across all three regions 
of Ihc state Total number of completed 
interviews are 817 

2 The 19% and 1998 surveys were conducted 
dunng the Lok .Sabha election retaining the 
same set of sample. The survey was spread 
across 44 polling booths of 22 Vidhan Sabha 
segments of 11 Lok Sabha constituencies 
selected through the Slralified Random 
Sampling adopting Ihc Prohahilily 
Proportionate to Size (PPS) ineihml. Total 
number ot coinplclcd iniei views are 880 in 
1996 and 813 in 1998. 

3 During ihc 1995 Vidhan Sabha election the 

Janata Dal h.ad an alliance with CPI and the 
CPM The BJP and .Sumalu Party contested 
cleclioii .separately For a meaningful 
compan.son with the 1996 and 1998 elections 
both tlie parties have been looked as an alliance 
even for Ihc 1995 Vidhan Sabha election. 

4 During the 1991 laik .Sabha election the 

Jharkhand Miikli Morch.-i had an alliance 
with the JD. but Ihc alliance broke down 
during subsequent elections 

5 During the 1998 Lok Sabha election the BJP 

ilhd the JD maintained their alliance while 
the RJD entered into a half alliance with the 
Congmss and also with the JMM 
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General Elections 1996,1998 

Community Loyalties and Regional Outlook 

Rajesh Dev 

In its transition to modern representative democracy, the electoral agenda in Meghalaya is still largely 
determined by clan and kinship loyalties entrenched in majority tribal communities. As a result, besides 
various regional parties having a substantial presence in the electoral arena, even the national parties like 
the Congress and the BJP, have to fine tune their manifestos to suit regional aspirations. 


The Object of our Deliberations is to 
promote the good purposes for which 
elections have been instituted, and to 
prevent their inconveniences. 

- Edmund Burke 

I 

Historical Background 

MEGHALAYA carved out of Assam in 
1972, sent its first representative to the 
Lok Sabha only in 1977. The state com¬ 
prises three main tribal communities - the 
Gams, the Jainlias and the Khasis. The 
‘non-tribals* constitute only 14.5 percent 
of the total population of 17.74,778. The 
state has witnessed .seven elections for the 
two Lok Sabha seats since 1977, and six 
for the 60-member state legislature. The 
Khasis and the Jaintias inhabiting two 
contiguous hill areas and belonging to the 
Kha.si-Pnar ethnic group are repre.sented 
through 36 scats, while 24 seats in the 
legislature represent the Garos inhabiting 
another hilly area. In the Lok Sabha the 
two ethnic groups are represented by one 
seat each. 

The main issue that has dominated 
elections in the north-east is the concern 
for identity. Meghalaya also registers this 
trend, in the sense that there is a sustained 
awareness about the effect of non- 
indigenous communities’ influence on the 
social p.syche of the indigenous com¬ 
munities and the impact on their fragile 
socio-economic fabric. 

Another parameter that Chaube(l985) 
identifies as effectively deciding the 
course of electoral politics in the north¬ 
east IS the weakness of the all-India 
parties in the hill areas. However, this is 
only partially true today, since parties like 
the Congress have a significant support 
base in the hill areas and other national 
patties like the BJP are slowly penetrating 
into these areas, although primarily it is 
the regional parties that have together 
decided the outcome of elections. 
Meghalaya is no exception to this rule and 
the regional parties, either jointly or in 
consort with the Congress figured in all 


the post-election tics for governance. In 
other words, electoral politics in the north¬ 
east India reflects a clear intersection of 
regional variations with that of national 
election trends, in the sense that even 
those political parties characterised as 
‘national’ like the Congress participate in 
the election process with identifiable 
regional issues and principles like 
‘preservation of tribal culture’, ‘preser¬ 
vation of local self-governing institutions 
and more rights for the indigenous 
communities in determining theirdcstiny ’. 
Sengupta (1997) has pointed out an 
interesting feature of the patty system in 
Meghalaya. She says that in Meghalaya 
a national party like the Congress calls 
itself a national party with a regional 
outlook and regional parties such as the 
APHCL, call themselves a regional parties 
with a national outlook. The Congress has 
held the reins of government in Meghalaya 
for a longer period, sometimes with the 
support of independents and defectors, 
and sometimes in alliance with the oppo¬ 
sition forum comprising the various 
regional parties. 

There are numerous regional political 
parties in Meghalaya and there .seems to 
be an increase in their number prior to 
every election, particularly assembly 
elections. The main regional parties in the 
state have been the APHCL, the HSPDP, 
the PDIC. the HPU. a breakaway group 
of the APHCL, recognised as a regional 
party in 1996. and the UDP formed during 
the 1998 elections through a merger of the 
HPU and some splinter regional parties. 
There have been various parties like the 
Hynniewtrep National Front in 1978, the 
Democratic Hills Movement in 1983, the 
Alliance for the Reconstruction of 
Meghalaya in ! 988, the Youth Democratic 
Front in 1993 and the Peoples Democratic 
Movement (PDM) in 1998. Apart from the 
PDM, which won three seats in the 
assembly elections in 1998,all the others 
have failed to convince the electorate, 
faring poorly at the hustings [Government 
of Meghalaya 1978-1996]. 


ir 

Sociological Background 

Meghalaya, like some other ‘tribal’ 
north-eastern states, offers an interc.sting 
case for the study of problematic 
relationship of modem liberal multi-party 
democracy and a traditional .society. The 
clan and kinship loyalties of the indigenous 
communities place effective restrictions 
on the free political participation and 
dialogue of the ‘individual’ with the 
framework of diverse institutional settings. 
In Meghalaya loo. modem representative 
democracy has been adjusted with an 
existing ‘tribal’ society with non-liberal 
political values, in a way that is not free 
of tenstions. The society laces a central 
problem .so far as political modernisation 
involves the transition of this traditional 
society into a modem liberal .siKicty. The 
crisis emerging from this fracture between 
tradition and modernity becomes clear from 
the fact that societal v,ilue.s are still 
stimulated by traditional mores and 
methcxls. However, there has been a change 
of characterinthe method of reprc.scntation 
of these traditional values and mores in 
the process of their adjustment with the 
modem representative democracy. For 
instance, the traditional chiefs who. 
according to traditional nonns, come from 
a particularclan, still determine the manner 
of an individual's participation and role 
in the affairs of the community, without 
any consideration for the individual’s 
regard or disregard for the matter. In an 
era of reprc.scniativc democracy, the 
traditional social and political institutions 
survive however, as mentioned, with 
modifications and often in tension with 
the institutions ol modem liberal demo¬ 
cratic society. 

The tribal chief or the local headman 
still remains the main link between the 
community and the outside world. Even 
today, permission of the local headman or 
the counci 1 of chiefs is necessary to conduct 
survejs which require inter-personal 
contact with individuals. This reflects the 
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limited amount of individual freedom that 
the society grants. Most headman of 
darbaars want the police to seek prior 
permission from them to even apprehend 
criminals. The presence of the state is 
rather weak in these communities except 
as a source of patronage. Hence the 
influence of these chiefs on electoral 
outcomes, mainly in rural areas can hardly 
be exaggerated. Further, the organisation 
of social bodies like that of students and 
others reflects exclusive insular bias along 
communitarian considerations. 

In short, social relations in Meghalaya 
are guided clearly by a sense of clan and 
tribal necessities specially vis-a-vis the 
other groups and communities, and this 
is reflected in the preference for regional 
parties which stand for the preservation 
of 'indigenous ethnic identity*. The 
political process in the state seems to imitate 
similar patterns that caste and religion 
play in thcelectoral politicsof India though 
here caste and religion are transplanted by 
ethnic considerations and questions of 
'tribal-non-tribal' divide. 

So far as the economy is concerned, it 
reflects the same contradictions with an 
added fact that there has been no formation 
of local 'bourgeoisie', though there has 
been a growth of a new set of people with 
increased access to capital. Again, because 
there is a tension in the way the economic 
structure is adjusted with the social 
relations that are mainly based on kinship, 
it does not stimulate any corresponding 
valuational changes that can help to 
consolidate a modem liberal democratic 
structure. 

The society in Meghalaya is structured 
along matrilineai lines, and women, by 
virtue of this fact, are supposed to have 
a hold over the family. However, i n reality, 
women play very little part in determining 
the symmetry of power or the actual 
decision-making process. This is evident 
also from the fact that very few women 
members have represented the people in 
the institutions of modem representative 
democracy. They play an in.signiricant part 
in the traditional political in.stitutions also 
[Maingniang 1996]. 

Electoral outcomes and their trends in 
the hill states of north-eastern part of India 
have to be discussed and analysed in the 
backdrop of the prevailing insurgency in 
the region, though in Meghalaya insur¬ 
gency is at a very nascent stage and its 
influence in determining electoral 
outcomes is still limited. Insurgents here 
do not overtly play any role in influencing 
the election mechanism, but unverified 
reports observing a tacit participation of 
insurgents in influencing electoral victories 
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are not uncommon {India Today, 
March 23, 1998). 

The indifferent attitude of the insurgent 
groups in Meghalaya to competitive 
elections seemingly reHects that insurgency 
is merely an alternate form of radical 
political action and does not pose a threat 
to the integrative capacity of the federal 
state. Even the fact that the insurgents play 
a significant role and wield considerable 
influence in the post-election scenario - 
even in determining the character and 
nature of the new government emphasises 
this fact. 

Ill 

Political Background 

This background needs to be kept in 
mind while analysing the elections in 
Meghalaya. The Lok Sabha elections 
generally fail to evoke much enthusiasm 
among the electorate. There is vciy little 
competition amongcandidatesforsecuring 
party tickets for the Lok Sabha. The 
electorate is more concerned with politics 
at the state level. In fact the CSDS data 
reveals that almost 61.2 per cent of the 
people are interested in the state govern¬ 
ments only. Parliamentary elections have 
mainly been a sort of safety valve for 
candidates seeking a departure from state 
politics. At times candidates elected to 
parliament acquire national standing and 
they remain fixated to the parliamentary 
elections for instance, G G Swell and 
Pumo Sangma. 

Subrata Mitra’s contention (1996) that 
the nature of the party system typically 
follows the complexity of social cleavages 
and a multi-party system is based on an 
effective linkage between social cleavages 
and political parties, does not seem to 
apply to the state. Meghalaya represents 
a typical case wherein social cleavages at 
a primary level arc based mainly on ethnic 
considerations of ‘tribe’ and ‘non-tribe’, 
and though there exist other social 
cleavages ba.sed on age. literacy, gender 
and occupation, they arc mainly of a 
secondary nature. There is also no cleavage 
in Meghalaya based on social ‘class', 
because class formation process is at a 
very nascent stage even now. 

The statehood movement spearheaded 
by the All Party Hills Leaders Conference 
(APHLC) ultimately secured a separate 
legislature, which was, for the domiuant 
communities, the power to define their 
own destiny. However, very soon the 
process of defection was initiated and a 
major part of the APHLC joined the Indian 
NationalCongressin 1976.' This provided 
the Congress with its first foothold in the 
new state, which it steadily extended. The 


other patties are regional and are breakaway 
factions of the parent APHLC. It may be 
contended without ambiguity that despite 
the presence of numerous parties, there is 
not much ideological difference among 
them. There also .seems to be inter-party 
consensus, not on issues concerning 
development of the state, but on post-poll 
alignments for governance. 

The Congress, which has always been 
a catchall party, has seen a slow decline 
in the percentage of its vote share in the 
Lok Sabha elections in Meghalaya. From 
a high of 74.3 per cent in 1980, the 
Congress climbed down to S3.6 per cent 
in 1996 IGovemmcnt of Meghalaya 
1978; 1996], though there has been a steady 
increa.se in the turnout of voters. In fact 
there seems to be an inverse relationship 
between the Congress's decline and the 
regional parties’ ascendance. However, 
this has not effected much fluctuation in 
the vote-seat ratio and the Congress has 
most of the times won both the Lok 
Sabha seats representing in the state. 
The Congress, by virtue of its being a 
national party has always been perceived 
as the recipient of the support of the non- 
tribal population and has been looked upon 
with distrust by a major .section of the 
tribal population primarily in the hills of 
the Khasis and the .Taintias. This distrust, 
which is mutual, is also exhibited in the 
fact that membership in the regional parties 
is restricted mainly to people of the 
indigtnouscommunitics. It is not possible 
to asiiess the support of the tribal and the 
non-tribal population separately in the ca.se 
of the parliamentary elections but it is 
rather clear that in the assembly elections 
the vott share received by the regional 
parties from constituencies having a 
predominant ‘non-tribal’ population is 
lower compared to that of the Congress. 
The participation or non-participation of 
the ‘non-tribal’ population in the affairs 
of the regional parties is .strategic and 
definitive. Where they do participate, it 
is necessitated by strategic considerations. 
The emergence of ‘ethnic enclaves’ of 
tribal populations can be traced to the 
‘son of the soil’ movement of 1979-80, 
when the indigenous communities on the 
basis of a perceived threat to their socio¬ 
economic and cultural fabric engaged in 
a relentless persecution of ‘non-tribals 
(The Shillong Times, November 1979). 

However, the Congress, like any other 
regional political party, operated mainly 
on regional considerations as revealed in 
the election manifestos of the party [see 
Sengupta 1997]. This ‘Nehruviandualism’ 
has helped the Congress in determining 
the destiny of all the governments that 
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have played a role in the governance of 
Meghalaya. 

The regional parties play a crucial role 
in the elections of Meghidaya. Regional 
political parties that emerge during 
elections have always been crucial deter¬ 
minants in the formation and dissolution 
of governments in the state. The regional 
parties are termed as ‘protest’ parties more 
in a regional sense rather than an ideological 
sense. These parties not only seek to protect 
the indigenous ‘tribal’ culture, but also 
seek redistribution of authority within the 
existing federal framework. Some 
members of regional parties have from 
time to time vented popular reactions 
regarding review of the ‘Instrument of 
Accession’ signed by the Khasi and Jaintia 
states under the domination of India (The 
Shillong Times, July 1999). 

The regional political parties are 
dominant mainly among in the Jaintia hills 
district, West Khasi hills district and 
pockets of East Khasi hills di.strict. Their 
penetration in the Garo hills is minimal 
and re.stricted to one or two pockets and 
few candidates of regional parties are 
returned from the area. This has helped 
the Congress to balance the election results 
especially in the state legislature. This lack 
of support for the regional parties in the 
Garo hills is attributed to the ab.scnce of 
an educated elite who are responsible for 
leading any regional movement.^ The 
social base of the regional parties is 
concentrated mainly among the illiterate 
and in rural areas, but their ideology has 
nothing to offer those masses. They use 
emotional slogans to build a support base. 
This indicates that mobilisation is mainly 
for the purpose of deriving benefits for the 
newly emerging elite. The issues high¬ 
lighted are amorphous and do not promise 
any radical structural and institutional 
changes needed to change land relations, 
etc, that affect the common man [see 
election manifcst.os of various parties. 
Also sec Sengupta 1997 for a review of 
these manifestos]. This seems to go along 
with their image as parties that cater to 
indigenous aspirations. Further, the 
traditional values based on ‘tribal ’ customs 
and mores arc more deeply entrenched in 
the rural area*. Hence the support for the 
regional parties is not only natural but is 
also mutually reinforcing for both the 
community and the political parties. 

Besides the Congress, no other national 
political party could make a dent in the 
electorate in elections, prior to the 1998 
elections. The Left Parties had a very 
marginal influence and their support could 
never be translated into any significant 
contribution in terms of seats. The Left’s 


ineffectiveness is also due to their adhe¬ 
rence and pursuance of a classical Marxist 
model, which seeks the presence of an 
organised working class as a ground for 
the initiation of class-consciousness. This 
coupled with the absence of ‘exploited 
classes’ in the classical Marxist sense and 
deeply entrenched religious sentiments 
among the local population undercut the 
space for the propagation of any variant 
of Left ideology [Sengupta 1988]. 

This decade however witnessed the entiy 
of the BJP into the electoral politics of 
Meghalaya. This entry is significant prim¬ 
arily bccau.se the state has a majority of 
Christians and the BJP is perceived as a 
parly of the Hindus. BJP’s entry however 
is mainly in the con.stituencies having a 
majority of ‘non-tribal’ voters. The 1998 
elections reflect the translation of their 
penetration into seats in the assembly and 
their capability to bargain in the formation 
of a non-Congress state government. It 
may appear that this mailcs the beginning 
of the religious communalisation of the 
electorate. However, the entry of religion 
in the electoral politics of Meghalaya had 
taken place as early as 1978 when achurch 
elder had to be called into decide who shall 
be the chief minister (The Shillong Times, 
1978). 

Ideology has always occupied a back 
scat in the elections in Meghalaya. The 
prime concern for the electorate has been 
the personality of the candidates. The 
CSDS survey confirms the fact that 55 per 
cent of the respondents preferred to vole 
for the candidates, while 27.5 per cent for 
the party, and 16.9 per cent for the parties 
as well as their candidates. Moreover, 
personality, besides other things, encap- 
.sulates considerations like the clan, tribe, 
etc. That ideology plays little role in the 
elections in Meghalaya is borne out also 
by the fact that during the formation of 
governments in state legislatures, parties 
with diametrically opposed views come 
together to form the government. Election 
manifestos and election appeals released 
by various panics are almost similar in 
content and outlook (seeelcction manifesto 
of the HPU, HSPDP, CPI. Congress). The 
divide between the panics seems to be 
more on their relative regional or national 
character.though as earlier mentioned, there 
seems to be no clear demarcation between 
the two, primarily because both operate 
on regional considerations. 

IV 

General Elections: 1996 and 1998 

The 1996 Lok Sabha elections were 
held simultaneously with the state 
elections, but that made no fundamental 


change in the prevailing trend. Competi¬ 
tiveness for nominations and in 
electioneering remained minimal in the 
state. In the Tura Lok Sabha seat, Pumo 
Sangma has been elected continuously 
since 1977. It is only in the Shillong Lok 
Sabha coastituency that some competi¬ 
tiveness can be viewed. There was no 
impact of the ‘anti-incumbency’ factor so 
far as Lok Sabha election was concerned, 
though it had a marginal impact on the 
outcome of the elections to the state 
assembly. Political principles based on 
economic priorities .and social policies 
were considered peripheral concerns. 
Separate manifestos for the Lok Sabha 
elections were not issued by any party in 
the state, and national manifestos had very 
little to say about the .state in particular. 
However, the parties or candidates 
concerned issued supplementary appeals. 
Even these appeals were either self¬ 
eulogies or traced the greatness of India 
and the arrival of the moment of truth 
regarding its tryst with destiny, and called 
upon fellow Meghalayans to gird 
themselves up [see G G Swell election 
appeal, ‘My priorities’. 1996]. These 
appeals were populist and amorphous and 
did not lay any concrete emphasis on 
economic priorities or social policies. 

The 1996 elections took place on a 
subdued note due to the promulgation of 
the model code of conduct, implemented 
\ igorously by the authorities. Posters and 
banners were modestly displayed and large 
public meetings were not held as before. 
In fact the post pull data generated by the 
CSDS as a part of the nation-wide survey 
reveals that 94.1 per cent of the people 
did not participate in any election meetings. 
Even participation of the people in election 
campaigns was very low 98 percent people 
did not participate in any campaigns. This 
showed that the cixle also found support 
among the people. 

During the 1996 Lok Sabha elections 
the contest for the Shillong sett was mainly 
between G G Swell of the Meghalaya 
Federation, the regional parties’ combine 
and D D Lapang of the Indian National 
Congres.'!. The BJP candidate could only 
win in three assembly segments that had 
a predominant non-tribal population.^ 
In the Tura (Garo Hills) Lok Sabha seat. 
P A Sangma won. as usual with very little 
competition. For the Shillong Lok Sabha 
segment, out of the 6,81,660 voters only 
3,85,04.“' exercised their franchise. This 
was 56 5 pei cent of the total electorate. 
G G Swell secured 56.2 per cent of the 
votes and was declared elected. The 
Congress candidate secured only 35.2 per 
cent while the BJP and the CPI candidates 
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secured 6.4 and CPI 1.3 per cent respec¬ 
tively. The results, which highlight the 
as.sembly segments won by each candidate, 
validates the claim that the regional patties 
are strong in the Jaintia hills, west Khasi 
hills and parts of East Khasi hills, since 
their candidates won from almost all the 
assembly .segments in these areas. 

The 1996 Lok Sabha elections 
con.solidatcd the rural support base of the 
regional parties and the Meghalaya 
Federation's candidate received immense 
support from the rural sector. Further the 
older people seem to be more favourably 
disposed towards the regional parties’ 
candidate, while the younger generation 
is voting more lor the Congress. This 
highlights that the upwardly mobile youth 
regard the Congress with favour and its 
portrayal as a 'national party with a regional 
outlook' provided these upwardly mobile 
youth with an opportunity to link 
themselves p.sychologically with mainland 
India and simultaneously remain satisfied 
that their ‘unique identity' is maintained. 
The failure of the Congress to .secure the 
victory of their candidate during the 1996 
elections has been attributed to the lack 
of support for the Congress candidate 
from the party workers (The Shillong 
Times. 1996). This may partially be 
because the electorate held him 
responsible for the death of some youths 
in police firing during the 1992 riots when 
he had been the home minister. Conse¬ 
quent to the 1992 incident, he had also 
lost his as.sembly seat to a youth leader 
in 1994, which divided the loyalty of the 
electorate in his assembly segments and 
inlluenced the cadres. 

The BJP won in three assembly segment 
with a non-tribal majority. The CPI, which 
has been the sole representative of the Left 
in Meghalaya, could not make any headway 
in any constituency. 

As maintained earli.'r. political princi¬ 
ples play very little part in determining 
the favour of the electorate towards poli¬ 
tical parties. Consequently, the electorate 
were presented manifestos that were 
identical and focused on similar issues. 
Topical issues relating to stability and 
elTicient government, education, agri¬ 
culture. health, water supply, etc, were 
highlighted. But nunc of the political 
parties talked of initiating fundamental 
structural or institutional changes in 
governance for bringing about a turn in 
the economy or in the deteriorating social 
relations between the tribals and the non- 
tribals. In fact, 76.5 per cent ol the 
electorate are reconciled to the fact that 
their economic condition has remained 
the same and 64.7 per cent maintained 


that the beneficiaries of ‘development’ 
have been the well-to-do. 

The CSDS post-poll data emphasises 
that awareness of the people about the 
political institutions and political perso¬ 
nalities, other than the immediate MP or 
ML A. is minimal. The data reveals that 
90.2 percent of the people surveyed were 
not aware of the name of prime minister 
and 66.7 per cent of the people surveyed 
gave an incorrect answer regarding the 
chief minister. This not only reflects a 
lack of political awareness among the 
electorate, but coupled with a high level 
of illiteracy (almost SO per cent), it 
emphasises lack of political modernisation 
in the state in the last 12 years of its 
existence. The data also reveals that despite 
a low opinion of the political represen¬ 
tatives. the voters exhibited trust in the 
institutions. The data provides some encou¬ 
raging and positive responses regarding 
the need for institutions. 

However, besides these grim reflections, 
the data shows that the people in this 
north-eastern state despite being fashioned 
through a traditional political culture are 
slowly legitimising the integrative process 
of multi-party democracy. They feel that 
political parties arc an important vehicle 
for the articulation and aggregation of 
their interests. They feel themselves to be 
a part of the emerging liberal political 
process and emphasise that their vote has 
a part to play in determining their destiny. 
Of the survey respondents, 68.6 per cent 
agreed that their vote is important in the 
political affairs and of this, the youth are 
seen to he mure emphatic, with 29.4 per 
cent of the youth between the age of 26 
and 35 years expressing that their vote 
made an impact. This should be seen 
together with the fact that 72.5 per cent 
of the respondent also accorded legitimacy 
to the institutions. 

However, the people as a whole feel 
more concerned with the issues that 
confront them on a day to day basis and 
are nearer home. They have very little 
empathy for national concerns and issues. 
Hence 92.2 per cent of the respondents 
reported that they were unaware of the 
Babri masjid demolition or the libera¬ 
lisation proct IS. Also. 88 per cent of the 
respondents maintained that they are not 
aware about the economic changes 
undertaken by the Rao government as part 
of liberalisation. 

Further, the CSDS data confirms the 
view regarding Meghalaya that here region 
comes prior to the ‘nation’ as 98 per cent 
of the respondents regarded it to be so. 
The data also confirms our view that the 
people (60 percent, according to the CSDS 


data) feel close to the regional parties, and 
that these parties are better equipped to 
respond to indigenous aspirations. 

'The 1998 Lok Sabha election does not 
change much of the prevailing assumptions 
and follows similar trends. During the 
1998 elections, the contest was mainly 
between the veteran leader G G Swell and 
the Congress candidate Ripple Kyndiah 
for the Shillong parliamentary consti¬ 
tuency. The elections however saw an 
increase in the turnout. Out of 7,13.383 
voters, 5,25,796 people voted. This is 73 
per cent of the total electorate in Shillong. 
The Congress received 34.2 per cent with 


Table 1; Classification of Vottno Pattebn 
IN Meghalaya, 1998 


Categories 

INC 

IND and Others 

Age 

1 5 years and below 

75.0 

15.6 

26-35 years 

- 

37.5 

36-45 years 

25.0 

21.9 

46-55 years 

- 

15.6 

5 years and above 

- 

9.4 

Sex 

Male 


37.5 

Female 

100* 

62.5 

Education 

Illiterate 

50.0 

65.6 

Primary & Middle 

25.0 

21 9 

Intermediate 

25.0 

94 

Graduate and above 

- 

3.1 

Religion 

Chnstians 

75.0 

87.5 

Others 

25.0 

12.5 

Occupation 

Unskilled 

25.0 

6.3 

Agricultural 

- 

156 

Artisans and Skilled 

25.0 

12 5 

Cultivators 

- 

.34.4 

Business 

- 

9.4 

While collars and 
Professional 

25 0 

3.1 

Others 

25.0 

6.3 


Note. ‘Number of cases are very small and so too 
much cannot be read into this figure. 


Table 2: Number ofSf ats and Percentage 
OF VoiTis Secured by Parties 


Year 


1996 

1998 

Total Seats 


2 

2 

Turn-out 


61.6 

73.1 

INC 

seats 

1 

2 


votes 

53.6 

47.6 

CPI 

seats 

- 

- 


votes 

1.4 

1.4 

BJP 

seats 

- 



votes 

9.1 

9.0 

HPU 

scats 

- 

- 


votes 

- 

- 

HSPDP 

seats 

- 

- 


voles 

- 

11.8 

UDP 

seats 

- 

- 


voles 

- 

18.2 

IND/MF 

seats 

1 

- 


votes 

35.8 

- 

PDM 

seats 

- 

- 


votes 

- 

9.5 
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the UDP trailing closely with 33.1 per cent 
of the votes. However, a signiflcant aspect 
of the 1998 elections is that even parties 
that did not matter in the 1996 elections 
received a sizeable percentage of popular 
votes. For instance the HSPDP that had 
been contesting the Lok Sabha elections 
for a long time without making any impact 
on the electorate secured 11.8 per cent of 
the votes. Also, newcomers like the Peoples 
Democratic Movement (PDM) gained 
status of a regional party with its candidate 
covenng 9.5 percent of the votes. The CPI 
however further reduced its percentage 
toO.7 percent from an almost insignincant 
percentage of 1.4 per cent during 1996. 
The 1998 elections also saw a reduction 
in the vote percentage of the BJP from 9.1 
per cent in 1996 to 6.4 per cent in 1998. 
The party was mainly restricted to the 
three non-tribal assembly segments, where 
it secured more than the Congress and the 
UDP candidates {Election Handbook, 
1998). 

ThcTura parliamentary constituency saw 
the same trend of overwhelming support 
for Pumo Sangma who secured 65.6 per 
cent of votes. Tlie BJP candidate received 
12.5 per cent votes and came second. The 
UDP. CPI and the Garo National Council 
candidates secured 12,2.5 and 4.9 per cent 
of votes respectively. As mentioned earlier, 
the results for the Lok Sabha scat was a 
forgone conclusion in favour of Pumo 
Sangma. with no possibility of any strong 
opposition. This reinforces theearlicrclaim 
that personalities matter more in the 
elections of Meghalaya. 

The CSDS data show that there was not 
much change in the social base of the 
political parties. The regional parties main¬ 
tained then rural outlook and drew their 
support from ihe illiterate rural artisans 
and cultivators and a sizeable .section of 
the women (62.5 per cent). The parties 
also received 87.5 percent of their support 
from the Christians. The Congress main¬ 
tained its support among the youths with 
75 per cent of them supporting the party. 

As always, the 1998 elections did not 
see a contest between the parties on the 
basis of consistent ideologies or political 
principles. However, topical issues like 
that of the Supreme Court order banning 
timber trade was an order that many 
candidates promised to reverse. This found 
favour with the electorate since the entire 
rural economy centreson timbertrade. But 
it cannot be said for certain which patty 
derived maximum benefit from the 
promise, since all professed to remove this 
ban for the state. 

In conclusion, we can say that despite 
the fact that wc see a definite trend towards 


the consolidation of liberal democratic 
politics, occasional violent outbursts on 
the tribal-non-tribal question reverses the 
processes of articulation of interests and 
aspirations on the basis of democr^ic 
norms. The hold of the traditional political 
institutions and their conflicting claims to 
power vis-a-vis the state emphasises the 
divided loyalty of the people who are 
caught in a transitory phase between 
entrenched, insular communal interests 
and one that provides the individual with 
a greater sense of participation with 
autonomy. Despite claims to the contrary, 
persons drawn from certain chosen clans 
man the traditional political institutions 
and it is from among them that the local 
chief, the syiem and the functionaries are 
drawn. The individual has very little 
participation in the actual decision-making 
processes of the.se institutions. Further, 
despite its matrilineal social structure, the 
society through its values and norms makes 
the participation ol the women in the affairs 
of the society virtually impossible. The 
closed character of the society is also 
reflected in the fact that the women are 
given more significance only in running 
the affairs of the family. However, as 
investigations reveal women are becoming 
more and more aware of their rights and 
seek participation in the actual decision 
making process. 

It can be said that despite the existence 
of grey areas in the actual working of 
multi-party democracy in Meghalaya, 
liberal democratic politics is an inevitable 


necessity. Traditional institutions can 
be reformulated to acquire characteristics 
that reflect greater democratisation and 
may be modelled on other institutions like 
the ‘panchayats’ found in other parts of 
the country, but functioning essentially on 
the basis of a liberal democratic political 
system. 

Notes 

1 The APHLC and the Congress merged wilh 
the Congress at the Mendipather .Session in 
t976 

2 Fur a discussion on the relationship between 
the emerging educated middle class and the 
articulation of ethnic and regional issues, see 
Apurba Baruah (1994:242-77). 

3 These constituencies are Pynthor, Mawprem 
and Laban, which has a piedominant non- 
tribal community 
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BALANCE SHEET AS ON 31ST MARCH. 1999 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 
3IST MARCH, 1999 


(Rs. '000) 

(Rs. '000) 


Sch 

As on 

As on 

Sch 

Year Ended 

Year Ended 


No 

31sl March, 

31st March, 

No 

31st March, 

31st March, 



1999 

1998 


1999 

1998 

CAPITAL AND LUBILITIES 



I INCOME 







Interest earned 13 

2,863,966 

2,139,532 

Capital 

1 

1,000,000 

1,000,000 

Other income 14 

406,011 

454,255 

Reserves and Surplus 

2 

3 

4 

707,894 

30,111,806 

17,216 

437,108 

22,143,902 

30,506 

Total 

3^69,977 

2,593,787 

Borrowings 

Ocher liabilities and 

II EXPENOmiRE 

Interest expended IS 

2,320,420 

1,772,103 

provisions 

5 

907,764 

696,340 

Operating expenses 16 

Provisions and contingencies 

564,813 

103496 

434,492 

139,117 

Total 


32,744,680 

24,307,856 

ToUl 

2,990429 

2,345,712 





ni PROFIT BEFORE 



ASSETS 




PRELIMINARY/ 
PREOPERATIVE EXPENSES 

279,448 

248,075 

Cash and balances with 




Amonisation of Preliminary 



Reserve Bank of India 

6 

2,316,392 

2,301,795 

Expenses 

(325) 

(325) 

Balances with banks and 




Amortisation of Preoperative 



money at call and 




Expenses 

(8434) 

(13,241) 

short notice 

7 

4,798,326 

2,015,320 

PROFIT AFTER 



Investments 

8 

10,434,082 

7,956.862 

PRELIMINARY/ 



Advances 

9 

13,119,375 

10,588,598 

PREOPERATIVE EXPENSES 

270,389 

234,509 

Fixed Assets 

10 

866,925 

624.902 

Excess/short provision f^ tax 



Other Assets 

11 

1,209,380 

820,379 

of earlier years 

197 

6,605 





PROFIT AVAILABLE FOR 



Total 


32,744,680 

24,307.856 

APPROPRIATION 

270,786 

241,114 





APPROPRIATIONS 



Contingent Liabilities 

12 

26459446 

28.454,698 

Transfer to Statutory Reserves 
Transfer to Revenue and 

54,157 

48,223 

Bills for collection 


2,944,553 

601,220 

Other Reserves 

216,629 

192,891 





Total 

270,786 

241,114 

Notes on Accounts 

17 



Notes on Accounts 17 



Significant Accounting 
Policies 

18 



Significant Accounting 

Policies 18 




The schedules referred to fonti an integral part of the Balance Sheet 
The Balance Sheet has been prepared in conformity with Form “A” 
of the Third Schedule to the Banking Regulation Act, 1949. 


As per our report of even date 
For V. SANKAR AIYAR & CO 
Chartered Accountants 

Sd/- 

Partner 


The schedules referred to above form part of Profit and Loss 
Account. 

The Profit and Loss Account has been prepared in conformity with 
Form “B” of the Third Schedule to the Banking Regulation Act, 1949. 


FOR AND ON BEHALF OF THE BOARD 


Date ■ 15th May 1999 
Place- Mumbai 


S. M. DATTA 
Chairman 

PRAVINCHANDRA GANDHI 
ARUN ARORA 
N.C. SINGHAL 

V. SUKUMAR 
Chief Financial Officer 

N.E. VENKITAKRISHNAN 
Company Secretory 


N. B. JAVERI 
Managing Director 


Directors 
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The Canvemence Bank 

Rcgcl Ollicc 5-k/2 Badshah K ha n Chowk, N.l.T., Fandabad - 121 (K )l 

SCHEDULES EORM/NG PART OF THE ACCOUNTS 


(Ks ’(lOdi 



As on 

31st March, 
1999 

As Ol' 

' I'l M.in n 

1 <»9K 

SCHEDULK 1 - t:APITAL 



Authorised Capital* 

(200,000.(1(K) equity shares 
of Ks 10 each) 

2,000,000 

:.li( III,00(1 

Issued Capital ( KIO.ODO.OIH) equity 


shares ol Rs lo each) 

1,000,000 

l.OIMl.OOO 

Subscribed and Paid up 



(KKl.OOO.IMX) equity 
shares ol Rs 10 e.ichl 

1,000,000 

1.000.0(7) 

The entire paid up .Share Capital as 


— 

on .51st March. 1999 is held by 
Bennett. Coleman & Co Limited 
and Its associates 

* The Authorised Share Capital ol 
the Rank was increased lo Ks ’()() 
Crores comprising of 200,0()0.(K)0 
Equity Shares of Rs 10/ each at 
the Extra-ordinary Cicneral Meeting 
held on .5rd October 1997 

SCHEDULE 2 - RESERVES AND 
SURPLUS 

1 Statutory Reset vcs 

Opening Balance 

83,683 

.V5.460 

Additions during the year 

54,157 

48,221 

Deductions during Inc year 



Total 

137,840 

85,68) 

II Revenue and Other Reserves 
Opening Balance 

353,425 

I60,.554 

Additions during the year 

216,629 

192,891 

Deductions dtiiing the year 

- 


Toial 

570,054 

.555,425 

Total (I -I- 11) 

707,894 

4.57,108 

SCHEDULE 3 - DEPOSITS 

A 1. Demand Deposits 
(i) From Hanks 

21,004 

10,188 

(ii) From others 

8,466,242 

2.774.058 

n Savings Bank Deposits 

2^79,520 

1,062.972 

III Tcrrii deposits 
(i) From banks 

1,484,600 

2.227,970 

(ii) From others 

17,860,440 

16,068.714 

Total (I + II + III) 

30,111306 

22.143,902 

B 1. Deposits of branches 
in India 

30,111,806 

22.14.5.902 

II Deposits of branches 
outside India 

. 

. 

' Total (I + II) 

30,111,806 

22.145.902 

SCHEDULE 4 - BORROWINCiS 

1. Borrowings in India 

(i) Reserve Bank of India 



(it) Other Banks 



(til) Other instituooas and agencies 

17,216 

50.506 

D. Borrowngs outside India 

- 

- 

Total (I * II> 

17316 

30..506 

Secured borrowings included 
in I & D above. 

- 

- 


(R.S. (MK)) 



As on ' 
31st March, 
1999 

As on 

51 SI March. 
1998 

S( HEDULE 5 - OTHER 
LIABILITIES AND PROVISIONS 

1 Bills payable 

455,249 

188.78(1 

II Inter-office ad|ustments (net) 

686 

504 

III Interest accrued 

246,478 

582,012 

IV Others (including provisions) 

205,351 

125,0.58 

Total (MV) 

907,764 

696,540 

SCHEDULE 6 - CASH AND 



BALANCES WITH RESERVE 
RANK OF INDIA 

1 Cash in hand (including foreign 

currency notes & cheques on hand) 

,85,730 

41,4.54 

II Balances with Reserve Bank 
of India 

( 1 ) in Current Accounts 

2,230,662 

2,260.541 

III) m Other Accounts 

- 


Total (I 4 II) 

2rAI6,.592 

2,501.795 

SCHEDULE 7 - BALANCES WITH 
BANKS AND MONEY AT CALL 
AND SHORT NOTICE 

1 In India 

(!) Balances with banks 
(a) in Current Accounts 

87,289 

1.56,274 

(h) in Other Deposit 
Accounts 

455,700 

6(H).000 

(It) Money at call and short 
notice 

la) with banks 

1,910,000 


(h) with other institutions 

800,000 

l(X).0(K) 

Total (I and ii) 

3,252,989 

856,274 

Ii Outside India 

( 1 ) in Current Accounts 

87,288 

42,164 

(It) in Other Deposit Accounts 

1,458,049 

1.116,882 

(lit) Muncy at call arxl shun nouce 

- 

- 

Total (I, ii and ill) 

1,545,337 

1.159,046 

Grand Total (I * II) 

4,798,326 

2,015,320 

SCHEDULE 8 - INVESTMENTS 

I Investments m India m 

( 1 ) Government .Securities # 

6,583,721 

4,874.856 

(It) Other approved secunties 

119,445 

120,590 

(lit) Shares* 

324,745 

51.5.250 

(iv) Debentures and Bonds** 

3,357,367 

2.417.062 

(V) Others (CP, Units. CDs etc ) 

48,804 

231.304 

Total (i-v) 

10,434,082 

7.956.862 

U. InvesUiients outside India 

- 

- 

Grand Total (I + 11) 

10,434,082 

7,956,862 


# Includes Rs 25 lacs transferred to anuihcr bank towards margin money. 

• Includes application money of Rs 500 Lacs (Previous Year Rs. NIL). 
•• Includes application money paid for Bonds Rs. 2500 Lacs (Previous 

Year Rs. .500 Lacs) pending allotment. 
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The Convenience Bank 

Regd Office: 5-Ry2 Badshah Khan Chowk, N.I.T., Faridabad - 121 001 


SCHEDULES FORMING PART OF THE ACCOUNTS 


(Rs (MX)) 



As on 

31 St March. 
1908 


SCHEDULE 9.- ADVANCES 
A (I) Bills purchased and 


discounted (?' 

Ill) Cash credits, overdrafts and 

4,249,971 

3.630.944 

loans repayable on demand 

5,013,213 

4.9.32,343 

nil) Term loans 

3,856,391 

2.005.309 

Total (i -I- ii -I- ill) 

13,119375 

10.588.598 

( 1 ) Secured by Tangible assets 
III) Covered by Bank/ 

9,165,704 

6.229.784 

Govt. Guarantees 

2,826,914 

2.4(,0.385 

nil) Unsecured 

1,126,957 

1.898.429 

Total (I -I- ii - 1 - ill) 

13,119375 

l().588..398 

1 Advances in India 



( 1 ) Pnonly Sector 

3,310,469 

2.422.620 

(II) Public Sector 

472.077 

499.761 

(III) Banks 

— 

2.194 

(IV) Otheis 

9,337,029 

7.664.023 

Total (i-iv) 

13,119,575 

I0..388..398 

II Advances outside India 

- 


Grand Total 1C B) & C (11)1 

13,119,575 

10.588.598 

Net of Bills rediscounted 

j 



Rs NIL (Previous 
year Rs I.VM) Lacs) 

Against IVCs issued by Banks 

SCHEDULE 10 - FIXED ASSETS 

I. Pieniises. 

At cn.st as on .31st March of the 
preceding year # 321,617 

Additions dunng the year * 70,109 

Depreciation to date (20,895 ) 

Total 370,831 

D. Other Fixed Assets (including 

furniture and fixtures) 

At cost as on .31st March 
of the preceding year 348,167 

Additions during the year* 81,429 

Deductions during the year (1,694) 

Depreciatnn to date (112,603) 

Total 315,299 

III Assets given on lease (Plant & 

Machinery) 

At cost as on 31st March of the 
preceding year 21,200 

Additions during the year 171,084 

Depreciation to date (7,568) 

Lease Equalisation A/c (13345) 

Total 170,871 

IV Capital Work in progress 9,924 

Total (I - IV) 866,925 


227.130 

94.487 

(1.3.34.3) 

306.272 


246.972 

101,194 

(60.169) 

287.997 


9.S90 

624.902 


As on 

31.st March, 
1999 


(Rs (MM)) 
As on 

31 SI March. 
1998 


SCHEDULE 11 - OTHER ASSETS 

I Inieresi accrued 

II Tax paid in advancc/tax 
deducted at source 
(net of provisions) 

in. Stationery & Stamps 

IV Others* 

Total (I - IV) 

* Includes Pmitininary. Preoperative 
and deferred revenue expen.ses 
to the extent not written-off all 
aggregating Rs 201 31 Lacs 
(Previous Year Rs. 2.37.83 Lacs) 
and deposit of Rs. 3053 Lacs 
(Previous Year Rs 1.300 Lacs) 
paid to Bennett. Coleman & Co. 
Limited towards lease of office 
premises. 


SCHEDULE 12 - CONTINCENT 

LIABILITIES 

I. Claims against the Bank not 
acknowledged as debts 

II Liability for partly paid 
investments 

III. Liability on account of 
outstanding forward 
exchange contracts 

IV. Guarantees given on hehalf 
of constituents in India 

V. Acceptances, endorsements 
and other obligations 

VI. Other .items for which the Bank 
is contingently liable (disputed 
tax demands) 

Total (I - VI) 



1,209,380 


12.744 

1.337 

594.7.34 


820.379 


22,057,130 25.051.047 


2,675,158 

1,567,541 


2,01.3..309 

1,386,720 



4 Includes Rs 206.61 Lacs towards cost of Office premises occupied 
pending execution of conveyance by the seller. 

* Includes: (a) cost of modirications/altcrations in leased premises, 
(b) Rs 345 69 l.acs towards cost of residential ptemises where certain 
formalities including registration of the property is pending. 


SCHEDULE 13 - INTERF3T 
EARNED 

I. Interest/discount on 
advances/bills # 
n. income on investments 
in. Interest on balances with 
Reserve Bank of India 
and other inter-bank funds 
IV. Others 

Total (I . IV) 

# Net of interest Tax 


1,422 


26,359346 28,454.698 


Year Ended 
31 SI March. 
1998 


1,564,552 1.274.569 
1,168,783 804.215 


130,631 56.3.33 

4,395 


2,863,966 2.139,532 
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The Convenience Bank 
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SCHEDULES FORMINU FART OF THE ACCOUNTS 


(Rs ’(MK)) 



Year Ended 
31st March, 
1999 

Year Ended 

31 SI March. 
1998 


Year Ended) 
3Ist March, 
1999 1 

Year Ended 
3 Ist March. 
1998 

SCHEDUI.E 14 - OTHER INCOME 



SCHEDULE 16 - OPERATING 



1. Commission, exchange and 



expe:nses 



brokerage 

233,410 

146.466 





II. Profit (net) on sale of invesimenis 

60,959 

2.55,2.58 

1 . 

Payments to and provisions 



III Piofit/Uiss on sale of land. 




for employees 

148,614 

116.874 

building and othei assets 

(458) 

(60) 

II. 

Rent, taxes and lighting 

79,097 

64.863 

IV lYofil (net) on exchange 



III. 

Pnnting and stationery 

25,084 

28.165 

transactions 

74,782 


IV 

Advertisement and Publicity 

18,994 

18.271 

V Mi.scellancous income* 

37,318 


V 

Depreciation on Bank's 



Total fl - V) 

406,011 

454.255 


property 

66,100 

52,270 

* liK'ludcs lease rental income Rs 2.57 Kl 



VI. 

Directors' fees, allowances 



Ijics 1 Previous Year Rs 2 78 Ijcs) nel 




and expen.ses 

466 

1,118 

nl Iciisc «|ualisation charge Rs 137 56 



VII. 

Auditors' fees and expenses 

1,000 

750 

Ijics (I’rcvioiis year Rs 0 89 l.acs) 



vni. 

Law charges 

3,437 

1,594 

.SCHEDULE 15 - 1NTERE.ST 



DC. 

Postages, Telegrams. 



EXPENDED 




Telephones, etc. 

24407 

19,645 

1 Interest on deposits 

2,172.857 

1.6.57.316 

X. 

Repairs and Maintenance 

58,925 

41.467 

II Interest on Reserve Bank of 



XL 

Insurance 

’ 12,873 

10,025 

India/lnler hank borrowings 

96,410 

60.757 

XII 

Other expenditure (includes 



III Others* 

51,153 

54,030 


wnic off of software licence 
fee of Rs 32 15 Lacs) 

j 


Total <I - HI) 

2,320,420 

1,772,103 


(Previous year Rs 32.15 Lacs) 

125,916 

79,450 

* Represents discount on Bills 







rediscounted and Interest on 




Total (I • XII) 

564,813 

434,492 

Refinance 








(Rs ’OW)) 


St'HKUlIl.E 17 - NOTES ON AT't.'OUNTS 

1) Duo lo higher ohsok'sccncc. iho depreciation on specialised computer hardware used for Banking operations, is charged from the date 
of acquisition ("' IVa pa on straight line method 

2) Provisions anti eontingeneies include provision towards 



Year Ended 

Year Ended 


31/0.3/1999 

31/03/1998 


Rs in Lacs 

Rs in Lacs 

Nun Performing Asset', 

588.30 

533 45 

Income Tax 

286.00 

840.00 

Wealth Tax 

13.00 

7.84 

Depreciation on Investments 

125.65 

9.88 

Additional Prudential Pnivision* 

340.00 

Nil 

Total 

1.352.95 

1391.17 

Less: Write hack of (ieneral provisions made in earlier year 

300 00 

Nil 

Total 

1052.95 

1391 17 


* made to cover iinidcnliricJ risk inherent in any portfolio of lending relationships. 

3) In respect of assets taken on lease by the bank, the future obitgattons under tne lease agreements over the next 6 years aggregate Rs. 1773.56 
Lacs. 

4) Other assets include an amount of Rs 335.77 Lacs paid by the bank under protest to the Supenntendent of Police. Mumbai in respect 
of an alleged offence relating to a banking transaction. No provision is consideicd necessary as the Bank and its legal counsel are of 
the opinion that no offence has been committed and that the amount is good of recovery. Necessary steps for recovery are being initiated. 

.5) a) The Bank has effective Ist September 1998. changed the method of recognising income on discounted securities purchased after 
this date from 'Straight Line' method to ‘Constant Yield’ method. 

b) For the purposes of working out Pioft? ^ Loss on sale of investments the bank has. effective Ist .September 1998, changed the method 
of working out the cost of investments sold from the “Weighted Average" method lo "Specific Identification” method. 

c) In the accounts for the year ended 3Ist March 1999 the aforesaid changes have the effect of 
I. reducing the discount income and discount accrued on investments by Rs. 110 98 Lacs 

ii increasing the profit on sale of investments by Rs 296 99 laics. 

111 . increasing the balance cost of investments as on 3Ist March 1999 by Rs 186 01 l.acs, witb consequential effect on the Reserves 
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The Convenience Bank 

__ Regd Office: 5-R/2 Badshah Khan Chowk, N.I.T.. Fandabad - 121 00 1_ 

6) The (dllowing arc ihc ratios and riguFu required to be disclosed as per Reserve Bank of India instructions 

Rs. in crores 
Year ended Year ended 
31-3-1999 31-3-1998 


(i) Capital Adequacy Ratio 

Tier I 9.97% 11.26% 

Tier II Nil Nil 

9.97% 11.26% 

(ii) Imcit'si ineoiiK' as a percentage to working funds 8.67% 8.80% 

(ill) Non inicresi income as a percentage to working funds 1.32% 1.86% 

(IVI Ni-i interest income (i.e interest income minus intere.sl expenditure) 

as a percentage to working fund.s I..S8% 1.51% 

(v) Operating profit as a percentage to working funds 1.15% 153% 

(VI) Not profit as a percentage to working funds 0 83% 0.96% 

ivii' Kriurn on assets 09.5%; 1.19% 

iviiii Kcium on equity 17 46%; 18.22%; 

MX I .Staff expenses per employee 0.03 0.03 

(X) Business (Deposits 4 Advances) average fur the period per employee 7 30 6 00 

(XI) Profit per employee 0.05 0.05 

(XII) Total Quantum of NPAs 46.32 17.22 

(XIII) (a) Net NPAs as percentage to net advances 3.01% 1.41% 

(b) Net NPAs as percentage to Net Advances plus investments in Bonds & liebentures 2.40% 1.15% 

(xiv) Gross value of Investments - in India 1044 77 795 78 

- outside India 

(XV) a) Provision for Depreciation on Investments - in India 1.36 0.10 

b) General provision - refer note 2 3 40 Nil 


7) The bank has completed testing of its Computer Systems fur Y2K compliance. M inor discrepancies noticed are being taken up for rectification 
with Vendors. Confirmation regarding compliance has also been obtained from all vendors for their products The bank is actively following 
up with Its customers and counterparties to ascertain the status on their Y2K compliance. A contingency plan has also been drawn up 
to minimise the nsk of exposure to the problem. 

8) Previous year's figures have been regrouped wherever necessary. 

SCIIKDULE 18 - SIGNIFICANT ACCOUNTING POLICIES 

1 General: “* ■ 

'•'he accompanying financial statements are prepared on the historical cost basis in accordance with generally accepted accounting principles 
and in conformity with the statutory provisions and practices prevailing within the Ranking Industry in India. 

2 Investments: 

a) All investments are treated as Current Investments. 

h) Broken period interest and costs such as brokerage, commission, etc. incurred on acquisition of investments are treated as revenue, 
c) Valuation. 

(i) Bonds and Government Secunties are valued in aggregate for each category at lower of cost and market value at the balance 
sheet date in accordance with the guidelines of RBI. In respect of unquoted investments, the value based on YTM valuation 
as per RBI guidelines are adopted as market value. 

(It) Preference and Equity Shares which are unquoted or where current quotations are not available, are valued at the break-up 
value worked out based on the latest available Balance Sheet of the investee companies. 

(lit) Unquoted Debentures are valued as though they are advances. 

(IV) Treasury Bills and Commercial Paper are valued at acquisition cost. 

All investments are valued scripwise as indicated above and depteciation/appreciation within each category as inscribed by RBI, is 
aggregated. Net depreciation, if any. in each category is provided for and net appieciation. if any, in each category is ignored. 

3. Advances: 

a) Advance,, are stated net of provisions and have been classified into standard, sub-standard, doubtful and loss assets as per guidelines 
of RBI. 

b) Proviston for sub-standard, doubtful and loss assets is made in respect of identified advances in conformity with guidelines of RBI. 

4 Fixed Assets: 

a) Fixed Assets are accounted for on historical cost basis. 

b) Depreciation is provided for on straight-line basis as under: 

i) Computer ^uipment used for running the banking sottware at the rate of 33.33% per annum. 

ii) Certain furniture and fittings at the rate of 20% per annum. 

iii) Other assets including assets given on lease as per rates prescribed under Schedule XIV to the Companies Act, 1956. 

5 Transactions involving Foreign Exchange: 

a) Foreign Currency Assets and Liabilities are translated at exchange rates as advised by Foreign Exchange Dealers Association of India 
(FEDAI) and RBI guidelines The resulting gain or loss on revaluation is recognised in the revenue account. 

b) Acceptances. Endorsements and other obligations are carried at the exchange rate prevalent on the date of commitment. 

c) Contingent liabilities on account of outstanding foreign exchange contracts are reported at the contract rates. These contracts have 
b«n revalued on the Balance Sheet date at the rates notified by FEDAI and the resulting profits or losses are accounted for in the 
Profit & I^ss Account. 

d) Incotne and expenditure items are accounted for at the rates ruling on the date of the transaction 
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Fractured Identities 

Politics in a Multi-Ethnic State 

A K Baruah 
Sandhya Goswami 

Unlike most other Indian states where regionalism is being articulated in terms of one dominant cultural 
community, in Assam a number of smaller ethnic communities are beginning carve out areas of influence 
through their respective parties. While the Asom Gana Parishad representing ‘Asomiya’ interest has begun 
to have a presence in the non-Assamese speaking areas which had been Congress strongholds, regional 
issues have dominated .he elections in the Bodo and Karbi areas. None of the national parties including 
the BJP which has registered an impressive growth, have been able to present an effective challenge to 
these regional forces. 


ELECTORAL politics in Assam during 
the last one decade, beginning 1983, 
reflects the emergence of a new trend. The 
one-party dominant system is giving way 
to a multi-party system in which political 
parties of various ethnic groups or smaller 
cultural communities play signiHcant roles. 
The support base of the Congress Party 
shows a remarkable decline while a re¬ 
gional party - the Asom Gana Parishad, 
has been able to consolidate its hold in 
Assam politics. A number of smaller parties 
articulating the interests of smaller ethnic 
communities and religious and linguistic 
minorities, have also been making their 
presence felt. The left parties remain where 
they were, except for their tacit acceptance 
of the growing prowess of regional forces. 
The decade also shows the emergence of 
Bharatiya Janata Party as an important 
electoral force. Electoral politics in Assam 
is gradually reflecting the political signifi¬ 
cance ol its multi-ethnic reality, with the 
respective educated elites of various com¬ 
munities consolidating their hold over the 
politics of their own communities. 

Since 1932, except for the 1978 and 
1983 assembly elections and its debacle 
in the 1996 elections, the Congress has 
been winning all the parliamentary and 
assembly elections in the state (Tables I, 
2 and 3). In 1977, when in the rest of India, 
the voters were punishing the Congress 
Party of Indira Gandhi for the atrocities 
committed during the Emergency, the 
electorate in Assam gave the party 10 out 
of 14 seats in the parliament with 30.6 per 
cent vote share. Its share of votes in the 
parliament elections, up to that period, 
remained above 43 per cent and in the 
assembly elections, its lowest vote share 
during this period was 43.3 per cent 
(Table I). Its Erst major setback came in 
the assembly elections of 1978 (Table 2), 
in which it won only eight seats in an 
assembly of 126 and polled 23.7 per cent 
of the valid votes. But these elections were 


held after the Janata Party’s ascent to power 
at the centre. That the change of govern¬ 
ment in the centre, leading to correspond¬ 
ing changes in the political alignment in 
the state, had affected the results of these 
elections became clear from the fact that 
the same issue of Emergency excesses 
remained central to the campaigns of both 
the 1977 parliamentary and 1978 assem¬ 
bly elections and yet led to very different 
results. In the assembly elections of 1983. 
when the Asom Gana Parishad (AGP) 
rode on a wave to power, as a result of 
the now famous ‘Assam Movement’ on 
the foreigners’ issue, with 63 seats in a 
house of 126 and polled 34.34 per cent 
votes, the Congress won 25 seats and 
polled only 23.47 per cent votes. It is true 
that during this election the pro-Assamese 
nationalist votes remained solidly behind 
the AGP but the votes of the forces inimical 
to the movement got divided, with the 
United Minority Front (UMF) capturing 
17 scats and collecting 10.83 per cent 
votes. The left parties put up a remarkable 
performance during the post-Emergency 
Assembly election of 1978 with the CPI(M) 
winning 11 seats and the CPI Five seats. 
The Revolutionary Communist Party of 
India (RCPI) too won four seats in that 
election. But in 1983. primarily because 
of their anti-Assam movement stand, they 
were almost wiped out. The CPI could not 


win any scat and the CPI(M) won only 
two. The Plains Tribal Council of Assam 
(PTC A) won three seats in Bodo areas and 
United Tribal Liberation Front (UTNLF), 
another tribal party, won a single seat. The 
Congress(S) won four seats. 

Rise of Asomiya Nationalism: 

Electoral Performances 

In the 1991 assembly elections the 
Congress staged a remarkable comeback 
by winning 65 scats and polling 29 per 
cent votes. The Natun Asom Gana Parishad 
(N AGP), a breakaway faction of the AGP, 
won five .seats with 5.5 per cent votes. The 
CPI(M) won two and CPI four seats in 
these elections. Among the parties repre- 
sentingethnic minoritie.s, the newly formed 
Autonomous State Demand Committee 
(ASDC) of Karbi Anglong won four 
assembly scats with 1.6 per cent votes. 
Other such parties drew a blank. The BJP. 
which was never before a signi ficant force, 
won 10 .seats and polled 6.4 per cent votes. 
A quick look at these results shows that 
the main reasons for the Congress victory, 
despite poor vote share, were the division 
of the pro-Assamese nationalist votes 
between the AGP and NAGP and the 
unprecedented performance of the BJP. 
While the AGP and the NAGP together 
polled 23.6 percent, the BJP’s 6.4 percent 
votes in 47constituencies spread all over 


Table 1: Assam Lok Sabha Euxtion Results (1952-85) 


Year 

Total 

Seats 

Turn¬ 

out 

INC 

Seats Vote 

PSP KMPP (1952) 
Seats Vote 

CPI 

Seats 

Vote 

Patty Seats 

Vote 

1952 

12 

47.7 

11 

45.7 



10.0 

- 

- 

SOC 

1 

19.2 

1957 

12 

46.6 

9 

51.7 


2 

20.0 

- 

10.2 

IND 

1 

18.1 

1962 

12 

52.8 

9 

45.2 


2 

19.2 

- 

7.1 

AHL 

1 

3.8 

1967 

14 

59.3 

10 

45.8 


2 

12.8 

I 

8.3 

AHL 

1 

3.8 

1971 

14 

50.7 

13 

57.0 


- 

4.6 

- 

5.7 

AHL 

1 

3.0 

1977 

14 

54.9 

10 

.50.6 


- 

- 

- 

1.4 

JNP 

3 

3.58 

1980 

14* 

53.4 

2 

51.0 


- 

- 

- 

- 

CPl(M) 

. 

9.2 

1984 

14 

79.7 

4 

23.6 


- 

- 

- 

1.4 

AGP 

7 

33.4 


Note: Remaining seats and vote have gone to either other minor parties or independents. 
* Election held only for two Lok Sabha seats in 1980. 
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the state must have cut into the vote share 
of the non-Congicss forces. Therefore, the 
seats won by the Congre.ss in 1991 need 
not necessarily mean an improvement in 
its support base. The decline that started 
in 19‘n continued despite its being able to 
form a government in the state. Moreover, 
an analysis of the constituencywise per¬ 
formance of the Congress Party shows 
that, in this election. Congress performance 
was much better in the areas dominated 
by the non-Assame.sc speaking population. 
Out of the 65 seats it won, at least 40 were 
constituencies where ‘ Ana-Asomiya’. ‘Na- 
Asomiya’* or the tea garden labour popu¬ 
lation was electorally signiticant. 

At the parliamentary level, in 1985, the 
Congress won four scats out of a total of 
14 with 23.5 per cent votes and in 1991, 
it won eight seats with 28.5 per cent votes. 
The AGP won a single seal with 17.6 
voles. The NAGP could not win any seat 
but polled a significant 5.9 percent votes. 
Like its performance in the assembly 
elections, in the parliamentary elections 
too, the B JP won two scats with 9.6 per cent 
votes. The scenario thus was not much 
different from the assembly elections. 

In the parliamentary elections of 1991, 
the Congress fared better in the areas 
dominated by tea garden labour and Na- 
Asomiyas. In the Asomiya areas it could 
win where it did. only because of a split 
in the Asomiya nationali.st vote between 
the AGP and NAGP. In Dhubri which has 
a large immigrant population the Con¬ 
gress polled 26.5 per cent votes while the 
AGP and NAGP polled 7.4 per cent and 
2.4 per cent respectively. The BJP, which 
was in the second position, polled a sig¬ 
nificant 19.6 per cent. The Congress thus 
had a comforiubic margin. In Jorhat, with 
a significant pre.sencc of tea garden labour, 
the Congress polled 44.9 per cent while 
the AGP and NAGP polled 24.1 per cent 
and 6.9 per cent only, respectively. The 
Congress had a margin of almost 20 pei 
cent over the AGP and of almost 11 per 
cent over AGP and NAGP put together. 
In another similar constituency Dibrugarh, 
the Congress polled 50.5 per cent, AGP 


in the second place potted just 22 per cent 
and NAGP came a poor third with 7.3 per 
cent. The Congress again had a margin of 
over 30 per cent. In Kaliabor, the Congress 
had a margin of about 10 per cent over 
AGP and NAGP. It polled 45.6 per cent, 
AGP 26.3 per cent and NAGP 9.3 per cent. 
In the Lakhimpur constituency. Congress 
got 31.4 percent. AGP could manage 21.1 
per cent and NAGP polled 1.9 per cent 
thus giving it an edge over 7 per cent. In 
Tezpur, with a sizeable Nepali and tea 
labour population, the Congress polled 
41.9 per cent while the AGP polled 23.2 
per cent and the NAGP polled 10,9 per 
cent. The Congress had about 7 per cent 
advantage over the two regional parties. 
But in constituencies like Mangaldoi and 
Gu wahati, where this factor was insignifi¬ 
cant. it could not .show similar strength. 
In Mangaldoi. it polled 24 per cent, the 
AGP 21.4 per cent and the NAGP 12.3 
percent. The two regional parties together 
polled about 9 per cent more than the 
Congress. In Guwahati, the Congress 
polled 23.8 per cent, NAGP 17.5 per cent 
and AGP polled 16.6 per cent. The AGP 
and NAGP together pulled 34.1 per cent. 


10.3 per cent more than the Congress. 
Nowgong was the only constituency where 
this pattern did not emerge. Despite the 
presence of sizeable immigrant popula¬ 
tion, the AGP won the seat with 24.4 per 
cent vote. The NAGP polled 3 per cent 
and the Congress polled just 22.3 percent. 
It is therefore clear that even at the parlia¬ 
mentary-level election the Congress was 
experiencing an erosion of its support base 
and the regional forces were gaining 
ground over it. Electoral politics of the 
state was thus becoming a sphere where 
Asomiya nationalist forces and the patties 
representing the interests of the .smaller 
ethnic groups were beginning to challenge 
the Congress, the most dominant national 
party. An understanding of the Congress' 
decline is neces.sary fur understanding the 
regional and ethnic forces' ascendance. 

CoNGRRss Deci-INh: Historical 
Backgrouno 

It is well known that, during the period 
of its inception in Assam, the Congress 
was thri vi ng on the .support of the Asomiya 
middle c lass and its prcdcces.sor, the newly 
emerging educated elite of the British days. 


TABiJi t: Assam Elfction Rlsiilts (1989-98) 


Year 



Lok Sabha Election 

_ 

Vulhan Sabha Election 

1989* 

1991 

1996 

1998 

1991 

1996** 

Total Scats 


- 

14 

14 

14 

126 

126 

Tum-Out 


- 

75.3 

78.5 

61.1 

74.7 

78.9 

INC 

.Seats 

- 

8 

5 

10 

66 

?4 


Vote 


28 5 

31 6 

38.97 

29 2 

30.6 

AGP 

Scats 


I 

5 

- 

19 

59 


Vote 

- 

17.6 

27 2 

12 72 

179 

29.7 

BJP 

Seal.s 

- 

2 

1 

1 

It) 

4 


Vote 

- 

9.6 

15 9 

24 47 

67 

10.4 

CPI 

Scats 

- 

- 

- 

- 

4 

3 


Vote 

- 

2.1 

- 

0.95 

2.5 

2.0 

CPKM) 

Seats 

- 

1 

1 

- 

2 

2 


Vote 

- 

4.7 

3 9 

3.27 

3 9 

1.9 

JD 

Seals 

- 


- 

- 

1 

- 


Vote 

- 

5.2 

0.7 

0.12 

48 

0 6 

Others 

Seals 

- 

1 

1 

2 

9 

9 


Vote 

- 

18.0 

9.0 

10.18 

106 

7.4 

Ind 

.Seats 

- 

1 

1 

1 

15 

11 


Vole 

- 

14.3 

II 7 

9.51 

24 4 

17.4 


Notes: * Elections were not held. 


*• Election countermanded for four seats 
Source: Election Department, Government of Assam, 


Table 2; Assam Vidiian Sabha Election Results (I9.S2-85) 


Year 

Total'Seat 

Turn-out 

INC 

Seals 

Vote 

CPI 

Seats 

Vote 

AHL 

&eals Vole 

Party 

Scats 

Vole 

Party 

Seats 

Vote 

1952 

108 

61.1 

75 

43.5 

1 

28 

- 

- 

SOC 

4 

13 3 

GNC 

3 

0.6 

1957 

108 

58.6 

71 

52.4 

4 

8.1 

_ 

- 

PSP 

8 

12.7 

- 

- 

- 

1962 

105 

52.8 

79 

48.3 

- 

6.4 

11 

5.5 

PSP 

6 

12.7 

RCP 

1 

1.2 

1967 

126 

61.3 

73 

43.6 

7 

5.2 

9 

3.5 

PSP 

5 

69 

SSP 

4 

3.3 

1972 

114 

61.7 

95 

53.2 

3 

5.6 


- 

SOC 

4 

5 8 

PTC 

1 

1.7 

1978 

126 

66.9 

8 

8.8 

5 

4,1 

■ _ 

_ 

INCU 

26 

23 6 

JNP 

53 

27.6 

1983 

126 

32.7 

91 

52.5 

1 

2.1 

- 

- 

PTC 

3 

47 

ICS 

2 

6.1 

1985 

126 

79.2 

25 

23.2 

* 

1.2 

- 

- 

AGP 

65 

35.0 

UMF 

18 

11.8 


Note: Remaining seats and vote have gone to cither other minor parties or the independents. 
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In the pre-independence pcricxl, all its 
leaders were from the newly emerging 
western educated elite which took the shape 
of a middle class by the last decade of the 
19th century.- H K Barpujari has pointed 
out that representatives from Assam had 
attended the early sessions of the Con¬ 
gress, including the first meeting that 
preceded its foundation. Barpujari also 
provides us with names of some of these 
representatives. Prominent among them 
were Debicharan Baruah, Gopinath 
Bordoloi. Kalikanta Barkakti, Satyanath 
Borah. All these gentlemen participated 
in the second session of the Congress. 
Radhanath Changkakoti and Laksmikanta 
Barkakoti attended the third session.^ A 
look at the names of the delegates from 
the Brahmaputra Valley to National Con¬ 
gress sessions from 18K6 to 1921 shows 
that most of them belonged cither to the 
middle class or its predecessor the western 
educated elite [Guha 1977:App 6.343-45]. 

In the Assamese dominated areas of this 
valley, because of the influence of this 
elite, the Congress became its ’spokesper¬ 
son' and generally articulated and tried to 
protect its intere.sts by advocating the idea 
ot an ‘Assamese nationality’. This was 
reflected in the election promises of 1946 
itself. A Congress election leaflet declared. 

Unless the province of Assam be organi.scd 
on the basis of the Assamese language and 
As.samcsc culture, (he survival of the 
Assamese nationality and culture will 
become impossible. The inclusion of 
Bengali-speaking Sylhet and Cachar 
(plains portion) and the immigration and 
importation of lakhs of Bengali settlers on 
wastelands has been threatening to de¬ 
stroy the distinctness of As.sam and has, 
in practice cause many disorders in its 
administration. For appropriate solution 
and redress of this big problem, the 
Congress Party should be installed as the 
majority party in the assembly [cited by 
Amalendu Guha 1977, pp 302-03], 

It is interesting to note that on the basis 
of such appeals the Congress polled 48 
per cent votes in those elections. More 
importantly it polled 78.3 per cent in the 
general constituencies [See Guha Appen¬ 
dix 14A]. Such a pro-Assamese nation¬ 
alist policy could be followed by the 
Congress in that period without much 
opposition primarily because the Sunma 
valley in those days was not a part of 
Assam Congress. It was a part of the 
Bengal Congress. The immigrant popula¬ 
tion though substantial'* was politically 
not well organised and the Assamese 
speaking population held sway over the 
politics of the state. The communities like 
the Bodo.,, Mishings and Karbis were yet 


to assert their identity. The Nagas had 
been demanding independence but the 
Khasi-Jayantias, Garos and Mizos were 
only beginningtounderstand parliamentary 
democracy. The Congress could therefore 
concentrate on winning the Assamese over. 
The party could do that rather easily by 
raising the issue of national identity of the 
Assamese because by that time the 
Assamese middle class, for whom this 
issue was important, had ascended to 
hegemony [See Manorama Sharmaj. The 
prtxjf of the Assamese middle classes’ 
obsession with national identity is not 
difficult to find. Even in its nascent phase 
itself some leaders of this cla.ss had (old 
the Congress that they would become 
ardent supporters of the Congress pro¬ 
vided it took measures to protect the 
Assamese national identity [Baruah 1994]. 
It was therefore natural for the Congress 
to promise protection of this identity 
defined in terms of A.ssamese language 
and culture, and thus to create a support 
base among the Asomiyas. 

But after independence its support struc¬ 
ture underwent a change. Or rather it was 
forced to redefine its support base. A major 
Bengali-speaking area, namely Barak 
Valley, was now brought under its juris¬ 
diction. The Bengali population of both 
the valleys pul together, became electorally 
significant for Assam Congress. The 
Asomiyas and the Assamese Bengalis 
became the two most numerous linguistic 
groups of post-independence A.ssam. Right 
from the pre-British days, the elites of 
thc.se two linguistic communities had been 
vying with each other for dominance over 
the land mass now known as Assam. Ever 
since 1846, when Bengali was given the 
status of the language of Court and schools, 
the Asomiya elite had become apprehen¬ 
sive of the intentions of the Bengali resi¬ 
dents of Assam. While the chauvinist 
section of the Asomiya middle class kept 
accusing all Bengali residents of Assam 
of expansionism, the chauvinist section of 
the Bengali residents of Assam and their 
patrons in Bengal openly expressed their 
desire to reduce the Asomiyas to a sub¬ 
jugated community in their own home¬ 
land [Baruah ! 990]. In such a situation, 
the Congress’ earlier policy of standing 
for the protection of the Asomiya interest 
became inadvisable. With the continuous 
influx of refugees from the erstwhile East 
Pakistan and with more and more tribal 
communities like the Khasis, Garos, Bodos 
(tying to assert their own identities, the 
situation was becoming increasingly com¬ 
plicated. The Asomiya middle class, in the 
meantime, was becoming more aggres¬ 
sive. As is evident from the policies pursued 


by the Congress on issues like official 
language, medium of instruction, and 
establishment of refineries, the Assam 
Pradesh Congress was trying to do some 
tight rope walking. But the central leader¬ 
ship of the party appeared to be insensitive 
to the problems of the state. 

This in.sensitivity was becoming more 
and more pronounced. The Congress’ 
attitudes towards the demands of the 
various groups like the hill tribes and the 
Bodos showed elements of uncertainty. 
For instance, when the Bodos demanded 
introduction of Bodo as the medium of 
instruction up to the secondary level in the 
itu-n Goalpara district in 1968, the then 
I'ii.ef minister stated it to be contradictory 
lo the government’s educational policy.^ 
The demand of a separate state made by 
the hill tribes like the Khasis. the 
Jayantiyas, and the Garos. which was 
articulated by the APHLC, totr did not 
receive a sympathetic response in (he 
beginning. In fact, (he APHLC legislators 
re.signcd cn-block from the Assam a.s.sem- 
bly, soon after the 1967 assembly elec¬ 
tions, in order to pressurise the central 
government for the formation of a separate 
hill state; It is true that on the eve of 
elections the Congress always takes steps 
to gain popularity and tries lo undo the 
damages caused by its policies. For in¬ 
stance. on the issues of the establishment 
of a second oil refinery in Assam and the 
demand of a separate hill state, the Assam 
Congress took courses of actions which 
actually alienated the large sections of the 
population who were supporting these 
demands and then tried to salvage the 
situation by announcing measures to 
placate thc.se sections just before the elec¬ 
tions (see note S). Till (he late sixties and 
early seventies the A.somiya middle class 
was still controlling the affairs of the state 
through the Congress Party and therefore 
such attitudes could be interpreted as the 
attitudes of the Asomiya middle class. Of 
course, there were tussles for leadership 
within the party leading to factional poli¬ 
tics which contributed to the erosion of 
its support structure. But these conflicts 
could not remain unaffected by the over 
all ‘communal’ rivalries (see note 3). 

It is interesting to note that during the 
post-independence period when the Con¬ 
gress Party was losing its original support 
base forthe rea.son.s discussed above, some 
regional political groups and parties were 
emerging in Assam. Some of these, like 
the All Party Hill Leaders Conference 
(APHLC) with non-A.ssamese speaking 
ethnic support base, began to do fairly 
well but the regional groups formed in the 
Asomiya areas like the Peoples Democratic 


2494 


Economic and Political Weekly August 21-28, 1999 



Party and the Ujani Assam Rajya Parishad. 
could not make any mark in the electoral 
politics of the state.^ It was only after the 
six-year long Assam agitation that regional 
forces in the Asomiya areas could become 
significant in the electoral arena. It was 
under such circumstances that the com¬ 
pulsions of parliamentary politics seemed 
to have forced the Congress to concentrate 
on the most organised and insecure sections 
of the society in Assam - the tea garden 
labourers and the immigrant population. 
As K M Deka shows, the rural Muslims 
and the tea garden labour voters had a 
tendency of voting en bloc for the Con¬ 
gress. Assam has a large tea garden labour 
population and the only trade union 
organisation which has been able to pen¬ 
etrate this section in Assam is the Indian 
National Trade U nion Congress (INTUC). 
The Muslim immigrants have always been 
insecure particularly in view of the aggre.s- 
sive posture of the Asomiya middle class. 
But they were also becoming more and 
more relevant in electoral term.s because 
of their increasing number.^ As we have 
shown above the election results of 1991 
shows that the support base of the Con¬ 
gress has changed over the years and it 
has come to depend on the immigrants, 
tea garden labour and other Ana-Asomiya 
sections. Some deliberations in the Assam 
Prade.sh Congress Committee show that 
the Congress has been concerned about 
its hold over these sections.* 

Issues in 1996 Elections 

By the time Assam went to the polls in 
1996, both for the parliament and the 
assembly, the Congress found itself in a 
very difficult situation not only because 
of the alienation of a large section of 
A.somiyas but also because of the fact th.Tt 
the AGP and NAGP were united. The 
other opposition parties including the left 
parties and even UMF - a party which had 
been claiming to repre.sent the interests of 
the religious and linguistic minorities - 
joined hands with other regional forces 
particularly in view of the unprecedented 
corruption and indiscriminate use of the 
repressive state machinery by the Hites war 
Saikia government. The situation was 
further complicated by the problem of 
extremist politics of organisations like the 
United Liberation Front of Asom (ULFA) 
and Bodo Security Force (BDSF). In early 
1995, most observers would have agreed 
that the next elections would be fought on 
the issues of corruption and violation of 
democratic rights.^ It was under such 
circumstances that the Congress tried to 
change the focus of politics to an issue 
which could give it an advantage over 


others. In a clever move, Saikia sought to 
change the political discourse so that the 
issues of corruption and violation of demo¬ 
cratic rights would recede to the back¬ 
ground on the election eve. He tried to 
create conditions which would ensure that 
the issue of ethnic identifies in this multi¬ 
ethnic state gained vital importance in 
electoral politics. The articulate sections 
of the Bodos, the Karbis and the Mishings 
have been trying to mobilise ‘their’ people 
on ethnic line. The Bodos and the Karbis 
had already been demanding political 
autonomy and their movements, like many 
such others, had acquired an anti-govem- 
ment character. Saikia was quick to realise 
that in a multi-ethnic state, if more tribal 
communities took to such ipovements his 
party, with its high command generally 
viewing regional and ethnic aspiration as 
inimical to ‘national integration’, would 
become increasingly unpopular. The ex¬ 
periences of the Assam agitation in the late 
seventies were too recent to be forgotten. 
He therefore, declared that his govern¬ 
ment would grant autonomy to all tribal 
communities. This move was directed at 
mobilising near total tribal support for his 
party. But two factors created serious 
problems for this strategy. 

One, the Congress’ track record in 
keeping its word has been rather poor in 
Assam. The Assam Accord and the Bodo 
.Accord remain only partly implemented. 
Tribal communities like the Lalungs, 
Rabhas. Mishings and the Bodos do not 
live in di.stincl areas where they arc in a 
majority and therefore their autonomy 
would be without any defined territories. 
These factors made Saikia’s promise 
appear empty. Some .sections of these 
tribals, particularly .some sections of their 
elites, realised this and the communities 
got divided The anti-accord groups be¬ 
came so stning in communities like the 
Lalungs and the Mishings that in certain 
cases those leaders who supported the 
accords or signed such accords were not 
allowed to go back to their areas. Another 
attempt at winning over .some ethnic com¬ 
munities was the policy of granting sched¬ 
uled tribe status to some of the commu¬ 
nities who had been demanding such status. 
The Congress government’s decision to 
grant ST status to the Koch Rajbangshis 
also ran in to trouble because some ST 
communities were opposed to such a move. 
A Tribal Student Federation in fact filed 
a case in the Guwahati High Court against 
the decision to grant ST status to Koch 
Rajbangshis (Pmtidin Assamese daily. 
February 1996). There is reason to believe 
that besides the attempts to win over 
support of the tribals, the desire to replace 


corruption and violation of democratic 
rights as the major issues for the elections 
mast have been an added consideration 
that might have influenced Congress’ 
strategy of focusing on ethnic issues. 
Asom GanaPari.shad, the main opposition 
party in Assam can remain a formidable 
force only if the Asomiya community could 
remain the single largest community in the 
Brahmaputra Valley. But if the commu¬ 
nities traditionally considered to be parts 
of Asomiya culture, like the Lalungs, 
Rabhas, Mishings, Koch Rajbang.shis and 
even Ahoms, begin to.distinguish them¬ 
selves from the Asomiya identity then the 
AGP will have to be content with being 
a party of the small Asomiya community 
comprising the caste Hindu Assamese, 
and may be, a small section of the Assamese 
speaking Muslims of Upper Assam. But 
the Congress game plan failed primarily 
because of the lack of credibility of the 
party and its leadership and the united 
opposition’s ability to keep the focus on 
corruption and violation of demticratic 
rights. Organisations like the Committee 
for the Protection of Freedom of Expres¬ 
sion (CPEE) and the Ganatantrik Adhikar 
Surakhya Samiti (GASS) formed by in¬ 
fluential .sections qf the press, intellectuals 
and the non-Congress parties played an 
important role. The anti-Congress and 
pro-opposition line taken by the extrem¬ 
ists too seems to have created problems 
for Congress. 

That stale repression, corruption and 
ethnic identity remained crucial issues for 
the election becomes clear from the fact 
that almost all manifesto.s of the major 
non-Congress parties focu.sscd on these 
issues. The AGP manifesto promised to 
bring an end to maladministration and 
corruption Autonomy and the problems 
of the tribal people of Assam are the other 
two issues which they promised to solve 
if they came to power. The AGP manifesto 
also declared that the Constitution needed 
to be amended to grant autonomy to the 
states. The manifesto deplored the misuse 
of the army to repress ordinary people. 
The manifesto promises a series of steps 
for the general development of the state. 
The CPI(M ) manifesto is more articulate 
in this context. In a section called ‘The 
Situation in As.sam’. it accu.ses the Con¬ 
gress government of letting lo.se a reign 
of terror in the name of controlling extrem¬ 
ists. It also accuses the Saikia government 
of .sowing seeds of conflict among the 
Rabha. Tiwa and Mishing people in the 
name of granting autonomy It identifies 
the government as the instrument of 
massi ve corruption. The CPI too identifies 
corruption, repression and problems of 


Economic and Political Weekly August 21-28, 1999 


2495 



nationalities as major issues. The BJP too 
includes a section called ‘ Adminiiitration’ 
in its manifesto, in which corruption and 
violation of democratic rights were high¬ 
lighted. The problems of trihals and other 
backward sections also figure in the 
manifesto. Even a small party PDF, rep¬ 
resenting Bodo ethnic identity, blames the 
Saikia ministry of corruption, atrocities 
and of complicating ethnic problems. It 
is interesting to note that except the BJP, 
none of the parties including the AGP, 
really harped on the issue of the detection 
and deportation of‘foreigners’ though most 
of them insisted that immigration from 
Bangladesh should be stopped. BJP was 
the only party which advocated the pre- 
198S AGP line. But this issue never really 
took off because its main vehicle, the 
AGP. decided to play it down, particularly 
becau.se of the alliances it had to form to 
keep the non-Congress votes together. 
Saikia's attempt at diverting the attention 
of the electorate from these issues by 
playing ethnic politics [see Barua] in fact 
boomcranged leading to divisions among 
communities like the Rabhas. Lalungs and 
Mishings and alienation of a large number 
of tribals from the Congress Party. Even 
BPP(P), its ally in the Bodo areas could 
not keep the tocus on issues Saikia chose. 
The ethnic issue in fact remained live in 
the Bodo and Karbi areas but was 
monopolised by the anti-Congress UDF 
and ASDC. 

Alliance! 

New.spaper reports, particularly in the 
regional press, beginning from 1994 show 
that the non-Congress forces in Assam 
were getting together, initially on the issue 
of state repression. In mid-1994 itself 
Hiteswar Saikia’s government was using 
the police and military forces to deal not 
only with the extremist elements but also 
more generally, with forces which were 
anti-government. Journalists who reported 
the atrocities and those who began 
criticising the corrupt practices of the 
government were becoming its targets. It 
was alleged that even political leaders at 
the village, town and district levels, who 
were considered troublesome, were being 
picked up by the police and the security 
forces. The Terrorist and Disruptive Act 
(TADA) was being used almost indis¬ 
criminately to silence dissent. A section 
of joumaliiits took the initiative and formed 
an organisation called the Bak Swadhinata 
Surakhy a Samity or the Committee for the 
Protection of the Freedom of Expression 
(CPFE). This Committee was formed 
mainly by journalists but a large number 
of leaders ol non-Congress political parties 


participated in this mobilisation. At the 
initiative of journalists and some leading 
intellectuals, a political platform called 
Ganatantrik Adhikar Sangram Samiti 
(GASS)wasformedonSeptember6,1994 
(sec Resolution the State Convention Sep¬ 
tember 6-7. 1994) at Guwahati. This 
organisation made its political position 
clear through a statement, issued in its first 
.state convention, which highlighted the 
corrupt practices of the government, state 
repression, and also took clear positions 
on most of the live issues of politics in 
the state. It demanded protection of human 
rights, decentralisation of political power, 
withdrawal of anti-people acts, implemen¬ 
tation of the Assam accord and deporta¬ 
tion of fnreigi\immigrants with March 2S, 
1971 as the cut-off date, implementation 
of the Bodo accord and wanted steps for 
protection of the tribal people. It wanted 
the creation of an environment conducive 
to negotiations with the ULFA and the 
BDSF. It demanded release of all journal¬ 
ists detained under TADA. It further de¬ 
manded that the natural resources of Assam 
be utilised in the interest of the residents 
of Assam. It oppo.sed GATT and demanded 
measures to solve the economic problems 
of the people of the state. This platform 
received support from powerful student 
bodies like the All Assam Student Union 
(AASU) and the All Bodo Student Union 
(ABSui The GASS ultimately took for¬ 
mal shape and contested municipal elec¬ 
tions in Guwahati city. Though its elec¬ 
toral peiformance was poor, it made it 
possible for the non-Congressforcesexcept 
BJP and small leftist parties like the SUCI 
and CPI(ML) to come together. The AGP 
and all major non-Congress political forces 
moved towards an understanding. This 
understanding culminated in an alliance 
of the five major parties - the AGP, the 
CPI, the CPI(M). the Autonomous State 
Demand Committee (ASDC) and the Bodo 
Peoples Party (Sanpuma) [BPP(S)]. There 
were efforts to bring the Janata Dal and 
the United Minorities Front (UMF) also 
into the front. In the meantime the Na¬ 
tional Democratic Front, a banned 
organisation of Bodos, directed the Bodo 
political parties to unite so that the anti- 
Congress r.odo votes do not get divided. 
As a result, in the Bodo dominated areas, 
the BPP(S), the Plains Tribal Council of 
Assam (PTCA) and the United Demo¬ 
cratic Front (UDF) decided to come to¬ 
gether. The Bodo People’s Party 
(Premsing) [BPP(P)] however, remained 
with the Congress. The United People’s 
Party of A.ssam (UPPA). a party represent¬ 
ing minority interests, too arriv^ at an 
understanding with the AGP. In the pre¬ 


election alliance formation of the non- 
Congress forces, the BJP was isolated. 
The Janata Dal kept a low profile. The 
Congress thus was without a major ally. 
It did foige an alliance of sorts with the 
BPP(P) in Bodo areas which could not 
actually improve its position. The major 
sections of the left, regional forces and the 
ethnic and religious minorities stood 
solidly behind the AGP-led alliance. The 
most significant part of this alliance was 
the coming together of the AGP, CPI and 
CPI(M). From the beginning of the Assam 
agitation of the late seventies, the left 
parties and the forces behind AGP had 
been at logger-heads. The agitation, be¬ 
cause of its focus on Bengali immigrants 
from Bangladesh, came to be viewed as 
anti-Bengali. The left parties also opposed 
the agitation on ideological grounds. 
Commenting on the character of the 
movement, Assam’s most well known 
leftist intellectual Hircn Gohain (1980) 
wrote. 

Several leaders of the AASU and the Assam 
Jatiyatabadi Dal (sic) have made incendi¬ 
ary speeches inciting violence against 
leftists and ‘traitors'...A particularly re¬ 
vealing side-light has been the decisive 
anti-left orientation of the movement.” 

But the cxperienceof five years in power 
and five years in opposition seemed to 
have helped AGP to learn some lessons. 
It realised that it could not rule Assam 
without securing the support of the Ana- 
Asomiya population. Its silence, on the 
issue of detection and deportation of 
immigrants, during the campaign period 
as reflected in its manifesto indicated this 
realisation. The alliance with the major 
left parties was therefore not a surpri.se. 
Saikia government's corrupt image and 
the repressive tactics only become cata¬ 
lysts. The alliance, as we shall see in 
another section dealing with poll an alysis, 
benefited the AGP most. In the Barak 
Valley, where in 198S it could not win a 
single .seat in the assembly elections it won 
two seats with big margins. The AGP- 
supported UPPA won another seat in the 
same area. By preventing the splitting of 
anti-Congress votes, the alliance proved 
to be most advantageous to the main non- 
Congress Patty and the main opposition 
in the previous assembly, namely the AGP, 
and not only in the assembly elections tnit 
also in parliamentary elections. 

Election Results 

The isolation of the Congress and its 
inability to keep the focus on the issues 
on hand seriously affected its prospects. 
As shown in Table 3, in the Lok Sabha 
elections the Congress and the AGP won 
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five seats each. One seat went to an in¬ 
dependent candidate. Compared to 1991 
(Table 3) the Congress lost three seats, and 
the BJP lost one. The AGP gained four 
seats. The CPI(M), ASDC and indepen¬ 
dents retained their one seat each. Com¬ 
pared to the 1991 elections, the Congress 
lost four seats to the AGP but it won one 
seat from the BJP. Thus the Congress’ loss 
was AGP’s gain. Though two of these 
seats, Guwahati and Mangaldoi are con¬ 
stituencies where the Asomiya regional 
sentiments are predominant and where 
traditional Congress supporters like the 
immigrants and the tea-garden labour 
community are absent. Two other 
consituencies. Kaliabor and Lakhimpur, 
have significant ica-labourpopulation. The 
AGP’s victory in these two constituencies 
shows a decline of Congress influence 
among the tea-labour. But the AGP an- 
didates won these seats with narrow 
margins. In Kaliabor, the Congress got 

37.7 per cent voles while the AGP polled 
37.9 percent. In Lakhimpur, the Congress 
polled 32.S per cent and the AGP polled 
33.5 per cent. Two other tea-labour domi¬ 
nated constituencies. Dibrugarh and Jorhat, 
were retained by the Congress with sig¬ 
nificant margins. It polled S0.6 per cent 
in Dibrugarh while the AGP polled only 
31.3 per cent. In Jorhat, it polled 48 per 
cent while the AGP polled 40.7 per cent. 
The Congress seems to retain its influence 
among the immigrants. It retained Dhubri 
seat with 40.1 per cent while the AGP 
polled 23.2 per cent in the constituency. 
The BJP’s influence in the Barak Valley, 
dominated by the non-Assamese popula¬ 
tion, was on the decline but it was not out. 
The Congress won the Silchar .scat from 
the BJP with 42.7 per cent, but the latter 
did poll a significant 30.5 per cent votes. 
In the Autonomous (ST) seat in Karbi 
Anglong. ASDC polled 52.7 percent while 
the Congress polled only 22.5 per cent. 
The CPI(M) retained the Barpeta seat with 

36.8 per cent. The Congress polled only 
15 per cent and BJP polled another 14.9 
per cent. 

Rbgionwise Analysis 

The unity of the major uon-Congress 
parties of. regional, leftist and ethnic ori¬ 
entations played a decisive role, particu¬ 
larly in the tribal-dominated areas of the 
state (Table 5). These areas have been 
traditional Congress bastions in which the 
' party could dominate till 1985. But in this 
election the non-Congress alliance could 
defeat the party in constituencies like 
Baithalangsu, Halflong, Diphu. Gossaigaon, 
Sidli and Udalguri.'® In this area, com¬ 
prising of 14 assembly constitucnces, 11 


seats wrat to parties representing respec¬ 
tive tribal communities. 

Two scats went to the AGP. The Con¬ 
gress drew a blank. In the Kaibi areas, 
ASDC won all the five seats. In the Bodo 
areas, independents owing allegiance to 
the various Bodo factions, which were part 
of the non-Congress opposition, won seven 
seats and AGP won the other two seats. 
In the Karbi areas ASDC’s margin over 
the Congress was so high that the latter 
appeared to be losing its electoral signifi¬ 
cance. In Halflong, the margin was 13,671, 
in Bokajan it was 26,843. In Howraghat, 


the Congress did not have a candidate of 
its own but the independent candidate lost 
to ASDC by 8,495 votes. In Baithalangsu, 
the Congress lost by a margin of 13,325 
votes. In the Bodo areas the winning 
margins were not very high because of the 
fact that in those areas no dominant tribal 
party emerged. The tribal votes thus were 
divided. But they went against the Con¬ 
gress. The results of this election exposed 
the myth that in Assam, the Congress 
influence over tribals was significant. 

In the immigrant areas'' also the alli¬ 
ance proved to be effective. As Table 6 


Table 4: PERCENTACa; of Vares PoLua> by Partie.s tN Lok Sabha Elections (19%) 


Constituency 

INC 

BJP 

AGP 

CPI(M) 

ASDC 

JD 

INC(T) 

CPI(ML) 

IND 

Kaninganj (SC) 

28.2 

33.1 

27.1 

- 

- 

2.1 

0.6 

- 

- 

Silchar 

42.7 

30.5 

- 

21.7 

- 

- 

0.6 

- 


Autonomous (ST) 

22.5 

3.0 

- 

- 

52.7 

- 

- 

- 

- 

Ohubn 

40.1 

21.8 

23.2 

- 

- 

- 

5.5 

- 

- 

Kokrajhar (ST) 

16.9 

16.1 

20.1 

- 

- 

- 

- 

- 

24 4 

Barpeta 

I.S.O 

14.9 

- 

36.8 

- 

- 

2.7 

- 

- 

Gauhati 

30 7 

19.4 

44.3 

- 

- 

- 

0.5 

- 

- 

Mangaldoi 

20.7 

15.6 

33.2 

- 

- 

I.l 

1.3 

- 

- 

Tczpur 

32 5 

13.0 

31.4 

- 

- 

2.3 

6.2 

- 

- 

Nowgong 

28.7 

20.1 

36.1 

- 

_ 

- 

1.4 

- 

- 

Kaliabor 

.37.7 

5.5 

37.9 

_ 

- 

1 4 

15.7 

- 

- 

Jorhat 

48 0 

5.6 

40.7 

- 

- 

- 

4.3 

- 

- 

Dibrugarh 

50.6 

8.5 

31.3 

- 

- 

- 

3.3 

20 

- 

Lakhimpur 

.32.5 

8.5 

33.1 

- 

- 

1.9 

3.8 

- 

- 


TaBIJ: .S: VoTINCi PATTERN IN TrIBAL DOMINATED ArF.AS IN ViDHAN SaRHA ELECTION. 1996 


Constituency _ Voics Pulled hy Patties (Per Cent) 


Turnout 

INC 

AGP 

BJP 

INC(T) 

Asixr 

PDF 

BSMC 

Ind 

Halflong (ST) 

78.6 

33.3 

- 

- 

6.3 

54.6 

- 

- 

5.8 

Bokajan (ST) 

82 6 

15.9 


- 

- 

.57.9 

- 

- 

23 1 

Howraghat (ST) 

86.4 

18.7 

- 

1 1 

- 

.54.2 

- 

- 

26.0 

Diphu (ST) 

80 1 

24.6 

- 

4.3 

- 

41.8 

- 

- 

29 1 

Baithalangso (ST) 

75.0 

40.1 

- 

4.4 

- 

55.6 

- 

- 

- 

Gossaingaon 

87.2 

27.0 

36.9 

9.5 


- 

- 

- 

11.5 

Kokrajhar west (ST) 

87.2 

11.2 

9.0 

9.8 

- 

- 

132 

27 6 

19.0 

Kokrajhar east (ST) 

83.1 

12 4 

10.7 

7.8 

- 

- 

21.4 

45.1 

2.6 

Sidh (ST) 

79 8 

14.0 

- 

9.6 

- 

- 

32.6 

28.7 

7.7 

Kalaigaon 

80 9 

21.2 

29.2 

8.9 

4.1 

- 

- 

- 

26.2 

Udalguri 

77.9 

47.6 

- 

- 

- 

- 

.52 4 

- 

- 

Bijni 

84.4 

15.8 

26.0 

9.5 

0.5 

- 

40.6 

- 

2.5 

Panery 

81.2 

28.4 

25.2 

2.9 

0.7 

- 

42.0 

- 

0.8 

Tamulpur 

80.0 

16.9 

24.0 

4.6 

99 

- 

33.1 

- 

7.3 


Table 6: Voting Pattern in Immigrant Areas in the Vidhan Sabha Ei-ectton, 1996 


Constituency 

Turnout 

INC 

AGP 

BJP 

UMF 

CPKM) 

CPI 

INC(T) 

IND 

Barpeta 

80.9 

4.1 

29.5 

70 

- 

- 

- 

32.5 

16.5 

Sarhhog 

8.5.1 

16.5 

- 

10 4 

- 

43.7 

- 

6.3 

12.9 

Jania 

88.1 

7.0 

- 

1.1 

2; 3 

13 6 

- 

2.9 

20.1 

Bagber 

89.3 

26.7 

25.3 

- 

.39.7 

- 

- 

2.5 

1.2 

Sarukhetn 

81.3 

11.9 

- 

4.4 

11.9 

28.5 

- 

16.1 

10.9 

Chenga 

85.4 

32.3 

25.8 

5.3 

- 

- 

- 

0.2 

20.7 

Mangaldoi(SC) 

80.6 

34 0 

42 1 

9 8 

65 

- 

“ 

1.0 

4.9 

Hojai 

79.7 

40.3 

.14.9 

22.5 

- 

- 

- 

0.3 

15.9 

Jamunamukh 

80.1 

26.3 

38 7 

7.4 

- 

- 

2.8 

0.3 

15.9 

Man Kachar 

89.5 

46.5 

48.8 

0.8 

- 

- 

- 

0.2 

3.4 

South Salmara 

89.9 

59.7 

4.5 

- 

- 

- 

- 

3.7 

23.2 

Bilasipara east 

85.4 

38.0 

42.3 

11.1 

- 

- 

- 

0.4 

2.2 

Bilasipara west 

88.3 

21.7 

- 

21 0 

- 

- 

22.4 

26.0 

2.2 

Dhubri 

85.2 

.39.1 

- 

30 4 

- 

22.6 

- 

3.3 

3.0 

Gauripur 

88.1 

28.6 

14.9 

16.9 

— 

— 

- 

1.6 

32 1 
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shows, in these areas, out of a total of IS 
seats, the Congress won four, AGP four, 
CPI(M) tm),UMF two.CPI one, CongtessfT) 
one and PDF won one .seat. Thus the AGP 
and the Congress did equally well. Even 
their vote share remained more or less 
equal. 11 is interesting to note that the UMF 
claiming to represent minority interests 
and particularly immigrant minority inter¬ 
ests could win only two seats in this region. 

Newspaper reports during the run up to 
the elections show that the Congress was 
trying to mobilise religious minorities, a 
large majority of whom were immigrants 
by activising its minority cell. It also tried 
to keep the UMF leaders with it. But the 
riots that took place in many religious 
minority inhabited areas and the general 
aversion to communal violence seemed to 
have created such a situation that the Jamat- 
e-Islami’s All India President Arsad 
Madani had to send his brother to cam¬ 
paign for AGP (AjirAsom, April 5,1996; 
The Assam Tribune. AprW 17, 1996). The 
exeperience of the five years of AGP rule, 
when there were no riots and when no real 
attempts were made to deport the immi¬ 
grant settlers of the ‘chars’ must have 
motivated the immigrant population to try 
its luck with the front. The UMF's failruc 
to make an impact could be understood 
in terms of the general feeling among 
Assam voters that political parties do not 
care specially for particular communities. 
During the post-poll survey for 1996 
election, conducted by the CSDS, when 
respondents were asked whether they had 
a particular party which specially cared for 
them, 83.9 per cent said they did not have 
such a party whi Ic only 5.7 percent thought 
that there was such a party. 

It has often been held that the tea belt'^ 
has been a preserve of the Congress and 
during the last decade, the Congress Party 
had been able to retain its hold over the 
main component of the voters of this region, 
i e. the tea labourer community. Even 
during the AGP’s wave in 1985 these 
voters helped the Congress to win the 
Dibrugarh parliamentary seat comfortably. 
In the 1996 assembly elections of the total 
of 30 such tea labour community domi¬ 
nant constituencies the Congress won 16, 
AGP won 13 and CPI won one .seat. The 
AGP seems to have thus made inroads into 
the Congress bastion (Table 7). 

In fact, the Assam Chah Mazdoor 
Sangha, an affiliate of INTUC has been 
organising the tea labour of Assam since 
1947. The organisational strength of 
INTUC. in the tea belt of the Brahmaputra 
ValIo\ h.id been one of the reasons for 
Congress dominance in this region. * ^ The 
situation seems to have changed radically. 
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The BJP, CPI and the AGP have been 
trying to find a foothold in this region. The 
AGP in fact, has started the Assam Chah 
Shramik Pari.shad to counter the INTUC. 
In Chabua area I5,0(X) tea workers were 
reported to have left the INTUC controlled 
A.ssam Chah Mazdoor Sangha to join 
Assam Chah Shramik Parishad {The Assam 
Tribune. April 17, 1996). The AASU too 
has been trying to influence the Tea Tribal 
Student Organisation for quite some time 
now. In a community where the large 
majority arc poor and illiterate, students 
can play a decisive role. This factor has 
influenced the results of this election. In 
the assembly elections, the AGP won the 
Chabua scat though with a small margin. 
The myth of the Congress invincibility in 
the tea belt thus stood exploded. 

Issues in 1998 Election 

IS.SUSS in 1998 were the same as in 1996. 
Only the party at the receiving end changed. 
It was AGP which faced the music. The 
situation prevailing in Assam just before 
the 1998 Lok Sabha election was not 
conducive to the ruling AGP. Contrary to 
popular expectations and its commitments 
to its election manifesto the AGP govern¬ 
ment imposed repie.ssive measures in the 
shape of a unified command which re¬ 
sembled very much, in form and content, 
those followed by Congress ministry. This 
led to further alienation of people, mainly 
the Assamese middle class from AGP. The 
performance of the government was so 


poor that even normal obligations like 
payment to employees, including school 
teachers, release of funds for institutions 
of higher learning like universities could 
not be fulfilled. The bitter confrontation 
of the government with the major tea houses 
like the TATA’s had also reflected the 
immaturity on the part of the government. 
While the attempts of the tea groups to 
placate the ultra's was understandable, 
particularly in view of the growing power 
of the extremist groups in the state during 
the last few years, the government’s fail¬ 
ure to provide security to the industry that 
was so vital to its economy definitely 
eroded its credibility. This confrontation 
with tea lobby had drained lot of energy 
and time, when pre.s.sing problems like 
extremist violence, ethnic conflicts and 

Table 8(a): Intensity of Canva.ssino 


No Yes DK 


Up to 25 years 

86.7 

11.1 

22 

26-35 years 

90.5 

9.5 

- 

36-45 years 

96.4 

3.6 

- 

46-45 years 

97.3 


2.7 

Above .56 years 

93.9 

6.1 

- 


Table 8(b); Campaign Participation 



No 

Yes 

Up to 25 years 

97.8 

1 

26-.35 years 

96.8 

3.2 

36-45 years 

100 0 

- 

46-45 years 

100.0 

- 


.'Source: Post Poll Survey 1998 Lok Sabha 
Election Conducted by CSDS. 


Tabu; 7: Votino Pattern in Tea Growing Areas in Vioiian Sabha Election. 19% 


Name of 
Constituency 

Turnout 

INC 

AGP 

Percentage of Votes Polled by 
BJP CPKM) CPI 

INC(T) 

IND 

Dhekiajuli 

8^” 

33.7 

46.4 

10.7 

- 


1.1 

7.9 

Berchallar 

81.3 

30.0 

39.3 

6.5 

- 

- 

1.0 

5.7 

Tczpur 

75.8 

42.0 

44.7 

10.9 

- 

- 

2.0 

0.3 

Rangapara 

80.2 

47.7 

- 

8.4 

27.0 

- 

5.3 

7.8 

Sootca 

81.1 

13.0 

40.9 

1.9 


- 

10.0 

23.3 

Boswamatj 

81.6 

31.8 

42 7 

15.7 

- 


9.0 

0.4 

Behai 1 

79.8 

33.4 

18.9 

8.9 

- 

- 

9.1 

4.3 

Gohpur 

77.0 

33.9 

36.8 

4.2 

- 

- 

11.7 

5.0 

Lakhimpur 

77.3 

23.9 

44.7 

6.1 

- 

- 

2.1 

11.1 

Koliabor 

79.4 

36.2 

47.2 

80 


- 

4.5 

4.1 

Golaghat 

77.1 

34.8 

48.7 

1.6 

- 

- 

6.9 

- 

Khumtai 

76.0 

26.2 

26.9 

1.5 

- 

- 

4.0 

36.8 

Dibrugarh 

66.2 

40.7 

29.9 

18.3 

- 

- 

7.0 

1.4 

Lahowal 

71.3 

50.4 

39.9 

1.8 

- 

- 

5.0 

1 4 

Duliajan 

67 3 

47 8 

- 

12.3 

- 

25.7 

8.4 

2.2 

fingkhong 

74.9 

44.9 

41.8 

1.4 

- 

- 

l.l 

4.3 

Naharkatia 

71.7 

44.1 

- 

8.5 

35.3 

- 

1.4 

4.8 

Chabua 

73.4 

38.1 

39.4 

2,9 

_ 

_ 

15.6 

1.3 

Tinsukia 

69.9 

55.2 

21.8 

14.0 

- 

- 

3.0 

2.0 

Doomdooma 

68.9 

67.2 

17.5 

6.5 

- 

- 

5.6 

1.0 

Margherita 

- 

- 

- 

- 

- 

- 

- 

- 

Sadia 

73.5 

32.9 

•40.0 

- 

- 


10.5 

3.2 

Digboi 

70.0 

62.0 

- 

11.3 

- 

13.2 

2.0 

- 

Moran 

72.3 

45.4 

45.0 

2.4 

- 

- 

3.1 

_ 

Mariani 

71.0 

46.2 

36.8 

9.4 


_ 

36 

1.2 

Sonari 

78.6 

61.8 

24.5 

7.3 



1.8 

_ 

Thowra 

75.9 

29.4 

10.8 

1.8 


ll.S 

11.4 

21.5 

Sibsagar 

70.1 

44.1 

- 

3.1 


47.9 

0.7 

3.2 

Bokaghat 

74.1 

36.8 

.34.5 

2.7 


- 

2.5 

17.8 
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infiltration plagued the state (The Assam 
Tribune, November 27,1997; The States¬ 
man, January 26, 1998). Letter of credit 
(LoC) scandal regarding illegal withdrawal 
of more than hundred of crores of rupees 
from the government treasury in connec¬ 
tion with the supply of fodder to the 
veterinary department involving several 
ministers of earlier government as well as 
the incumbent ministry including its chief 
minister together with a host of govern¬ 
ment officials had turned out to be one of 
the major scandals that rocked the state 
and provided the opposition a powerful 
plank in the election campaign against 
AGP. The extremists' call to the people 
to keep away from electoral process had 
further added to the uncertainty and con¬ 
fusion ('A Lcs.son for AGP’ (editorial). 
The Statesman, March 10, 1998; North- 
East Times, January 4, 1998) prevailing 
in the state. To make the matter worse, 
with the killing of a close aide of AGP 
president in Nowgong by ULFA instilled 
(car among the workers of political par¬ 
ties. The ULFA’s call to the people to 
boycott the polls this time came as a surprise 
as the extremist outfit in the earlier elec¬ 
tions had not given such a ultimatum to 
the masses. In fact, the 1991 and 1996 
polls had passed off without interference 
with the fundamental rights of the people 
(The Assam Tribune, February 2, 1998). 
The situation was further complicated for 
the AGP for the fact that unlike, in 1996, 
smaller ethnic and religious parties like 
the ASDC, the PDF and United Minority 
Front did not join hands with AGP in this 
election. The coining together of the tribal 
groups like the Autonomous State De¬ 
mand Committee, Mishing Mimang 
Kebang Autonomous Demand Struggling 
Front and the CPl(ML) under the banner 
of A.ssam People’s Front was significant 
for electoral politics in Assam. The AGP 
stood alienated from the tribal electorate. 
Another problem the party faced was fac¬ 
tional policy within it leading to the exit 
of Bhrigu Kumar Phukan and the forma¬ 
tion of As.sam Jatiya Parishad. 

The problems of in.surgency. corrup 
tion. ethnic identity, repeal of IMDT Act 
and stability constituted the main plank 
forelectienpropagandain 1998 LokSabha 
election. Most of the manifestos had 
focused on these issues. But the parties 
did not have answers to the problems 
related to the issues they raised. The BJP 
manifesto came out with a statement on 
how the party proposed to tackle the two 
crying problems of the state: illegal infil¬ 
tration from Bangladesh and the problem 
of insurgency. In a section called ‘North 
East’ in its manifesto the BJP blamed the 


Congress government for its failure to 
check the illegal migrants in its narrow 
and selfish interest. Further, it promised 
to repeal the Illegal Migrants Determina¬ 
tion by Tribunal Act (IMDTA) and 
strengthen existing immigration laws and 
rules and enact new ones to make illegal 
infiltration difficult and deny the exten- 
.sion of benefits of citizenship to such 
entrants (The Sentinel (editorial), Febru¬ 
ary 6, 1998; The Assam Tribune (edito¬ 
rial), February 5, 1998). The party also 
promised a plan to deal with the unabated 
infiltration from across the border, appar¬ 
ently with an eye on the electorate in 
Assam. To be in tune with the aspirations 
generated by the ‘Assam Agitation’ over 


the Foreigner’s issue it promised to main¬ 
tain a National Register of Citizens. 

TheCongress(l)campaign concentrated 
on the stability plank (The Assam Tribune, 
January 26,1998). In a separate manifesto 
on A.ssam. it promi.sed to undertake or 
execute certain schemes like preparing a 
master plan for flood control in the 
Brahmaputra and Barak Valley. In the 
second part, the manifesto listed a number 
of schemes for implementation. The 
manifesto favoured a peaceful solution to 
the burning in.surgcncy problem in the 
.state. It also demanded the shifting of the 
Oil India and Tea Garden Headquarters 
to the state. In the economic front the 
manifesto called for a separate economic 


TABi,r; 9. Lok Sasha Ei-eition, Assam 1996 - Who Voteo for Whom 



INC 

BJP 

AGP and Allies 

Others 

A/ie 

23 years and below 

26.2 

19.0 

.34.8 

0.0 

26-35 years 

25.8 

25.8 

47.0 

1.5 

36-43 years 

46.9 

10.2 

38.8 

4.1 

46-35 years 

36.0 

16.0 

48 0 

0 0 

36 years and above 

38.5 

19.2 

42.3 

00 

Gender 

Male 

36.1 

17.2 

44 3 

2.5 

Female 

29 9 

21.8 

48.3 

0 0 

Education 

lllileratc 

41.6 

20.2 

36.0 

2.2 

Primary and middle 

33.3 

13 7 

, 51.0 

2.0 

Iniermediatc 

24.1 

16.7 

.39.3 

0 0 

Graduate and above 

20.0 

40 0 

40 0 

0.0 

Caste 

Scheduled caste 

22.1 

II 1 

66.7 

0.0 

.Scheduled tnbe 

38.1 

19 0 

33 3 

9 5 

OBC 

27.1 

27.1 

44 7 

1.2 

Others 

39.4 

12.8 

47 9 

0.0 

Religion 

Hindu 

23 4 

28.9 

46 1 

1.6 

Muslim 

.50 0 

2.7 

47.3 

00 

Source: Post Poll Election Survey 1996 Conducted by CSDS 



Table 10: Lok Sabha Election, Assam 1998 - Who Votvd for Whom 



INC 

BJP 

AGP and Allies 

Others 

Age 

2.3 years and below 

41.2 

.35.3 

20.6 

2.9 

26-35 years 

49.3 

29 6 

12 7 

8.5 

36-45 years 

644 

26.7 

4.4 

4.4 

46-53 ycais 

66.7 

19.0 

14.3 

- 

^6 years and above 

63.0 

14.8 

74 

14.8 

Gender 

Male 

.37.4 

24 3 

12.2 

6.1 

Female 

51.4 

.30.1 

10 8 

7.2 

Education 

Illiteraie 

62.5 

26 1 

4.5 

6.8 

Primary school 

59.0 

2.3.6 

10.3 

S.l 

Middle school 

4.3.5 

27.3 

18 2 

9.1 

High school 

46 7 

20.0 

20 0 

13.3 

College no degree 

39.1 

26 1 

30.4 

4.3 

Graduate and above 

2.3.0 

30 0 

25 0 

- 

Caste 

Scheduled ca.ste 

50.0 

30.0 

0.0 

0.0 

Scheduled tribe 

25.0 

37.5 

25.0 

12.5 

OBC 

4.3.2 

38.7 

14.0 

2.2 

Others 

68.1 

12.1 

8.8 

II.O 

Religion 

Hindu 

41.2 

t2 9 

1.3.4 

2.5 

Muslim 

75.6 

2.6 

9.0 

12.8 


Source: Po.st Poll Election Survey 1998 Conducted by CSDS. 
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policy for the north-eastern region in order 
to create avenues for the unemployed 
youth. FurUier, ii emphasised on the prepa¬ 
ration of a correct voters list. The main 
plank of the United Front campaign was 
the development of Assam. United Front 
leaders reminded the people that Assam 
had received a raw deal from the centre 
when the Congress was in power for more 
than four and half decades of indepen¬ 
dence. It claimed that it was the UF 
government that gave top priority to the 
development of Assam and rest of the 
north-eastern region. The Assam People’s 
Front, a combine of ASDC, ADSF and 
CPI(ML) promised to continue with its 
relentless efforts to form a strong regional 
force to fight corrupt AGP. Congress (I) 
and fascist BJP in the state. APF leader 
Kaliram Terang expressed that all these 
anti-people forces could be resisted only 
through United People’s movement (The 
Assam Tribune, February 6,1998; Dainik 
Asom, February 6. 1998). The patty had 
fielded candidates in five Lok Sabha con¬ 
stituencies. Assam Jatio Sanmilon in its 
manifesto focu.sed on the issues of correct 
voters list up to 2000, Repeal IMDT Act, 
solution of the unemployment problem, 
flood control and a corruption free state. 
The Autonoirious State Demand Commit¬ 
tee (ASDC), on the other hand has revived 
its demand for an autonomous state. 
Further, ASDC and PDF have jointly called 
upon the people of the state to side with 
the forces opposed to Congress, BJP and 
AGP. The ethnic issue infact remained the 
focal print of ASDC manifesto. 

Election Results 

The Lok Sabha election 1998 was 
particularly significant as it was held in 
the midst of threats posed by militant 
organisations namely the ULF Assam and 
Bodo Democratic Front to boycott elec¬ 
tion. As a consequence, voters turn out 
waslowinthe Assamesedominated areas'^ 
of the state. The ULFA’s poll boycott call 
greatly demoralised the Assamese voters 
who happened to be the main support base 
of the AGP. That electioneering fervour 
was on a very low key was also evident 
from Post Poll Survey conducted by CSDS. 
The study indicates low intensity of vote 
canvassing as well as voters’ participation 
in poll campaign (Table 8 (a) and 8 (b)). 

The boycott call was insuomental in 
tilting the balance in favour of the Con¬ 
gress which capitalised on its known 
pockets of influence among minorities 
and tea workers of the state [Goswami 
1998]. While the electoral base of the 
Congress is shrinking and ending in many 
states in India, it would appear to have 


been able to maintain part of its electoral 
base in Assam. The party has polled 38.9 
per cent of votes and gained ten seats and 
its allay, the United Minority Front won 
one seat. The AGP and its allies, CPI(M) 
and CPI contested 12 seats but failed to 
retain even one of the five seats it held 
in the last election. The BJP has emerged 
as an important electoral force and has 
increa.sed its vote share. Smaller parties 
reflecting the ethnic and religious identi¬ 
ties namely ASDC, UMF supported by 
Congress and an independent candidate 
supported by ABSU could retain one seat 
each (Table 3). On the whole the mandate 
was against AGP led alliance and also 
indicative of decline of AGP’s support 
among scheduled castes and scheduled 
tribes. A comparative analysis of surveys 
of 1996 and 1998 Lok Sabha election 
(Tables 9 and 10) by CSDS indicates the 
changing pattern of support base of dif¬ 
ferent parties. It appears from the surveys 
that the support of AGP and allies among 
the Muslims has gone down to 13.4 per 
cent in this election from 47.3 per cent in 
1996. On the other hand the support for 
the Congress among the Muslim went up 
to 75.6 per cent as against SO per cent in 
1996. While support for the BJP among 
Muslims remains unchanged. The change 
in acceptance of BJP is shown by substan¬ 
tial gains in support from groups that had 
previously shunned it, e g, the scheduled 
castes. The BJP has also increa.sed its base 
among scheduled tribes and OBCs. The 
increase in its base among SCs and STs 
has come at the cost of AGP. 

Region Wise Analysis 

A significant shift of tea garden labour 
and immigrant Muslim votes to the Con¬ 
gress and caste Hindu votes to BJP has 
led to AGP’s debacle in the Lok Sabha 
election. The Congress could retain 
Dibrugarh and Jorhat tea garden dominant 
Lok Sabha scats by polling as high as 64 
to 65 per cent of votes. TTie BJP has also 
been successful to a great extent to find 
Tab'.j; 11: Lok Sabha EuEcnoN.s 


a foot hold in this region. The BJP has 
increased its base among tea community 
at the cost of AGP. 'Die confrontation and 
bitterness that developed between AGP 
and the few major tea houses might have 
a multiplying affect on the entire tea 
community deflecting their electoral pref¬ 
erence away from AGP and closer to the 
Congress (The Assam Tribune, February 
16, 1998). Moreover, during the last 
decades or so quite a few new political 
leaders have emerged among the tea 
communities, several of whom occupied 
very responsible positions in the Congress 
ministry and enjoyed considerable politi¬ 
cal clout. No such leader had emerged 
among the supporters of other political 
parties including AGP. The role of INTUC 
which is the oldest labour organisation 
having allegiance to Congress might have 
helped the swing towards the Congress. 

The results of the immigrant dominant 
constituencies also went in favour of 
Congre.ss. Interestingly, loyalty of a size¬ 
able portion of minority Muslims who 
sided with AGP and allies in the last 
election have shifted to Congre.ss this time. 
The Congress retained all the seats in 
these areas by polling high percentage of 
votes. The major reason for this change 
over might have been the apprehension in 
the minds of minority community that in 
the event of BJP forming the government 
at the centre it would certainly repeal the 
IMDT Act which is considered detrimen¬ 
tal ;o the interest of immigrant religious 
minority (Ajir Asom, February 5, 1998; 
The Sentinel, February 6, 1998). Further, 
the minorities seemed to have lost their trust 
on AGP for its mysterious silence over the 
issue. The AASU on the other hand urged 
the centre and the state government to 
delete the names of those voters marked 
as ‘doubtful’ in the electoral roll published 
in 1997 and to repeal the IMDT Act [The 
Assam Tribune, February 16, 1998). It is 
apparent from the election results that the 
religious minorities rallied on the side of 
the Congress and the immigrant linguistic 
1998: Regionwise Performance 


Constituency 

INC 

BJP 

AGP 

CPI(M) 

CPI 

ASDC 

UMF 

JD 

IND 

Karimganj 

39.70 

38.2 

19.7 

- 

- 

- 

- 

- 

- 

Silchor 

33.8 

37.05 

- 

27.7 



- 


- 

Autononous <c f) 

20.2 

12.00 

- 

- 

- 

47.08 

- 

- 

- 

Dhubri 

50.04 

24.1 

- 

- 

10.5 

- 




Kokrajhar (ST) 

11.8 

15.3 

6.3 

- 

- 

- 

• 


25.55 

Barpeta 

- 

21.8 

- 

16.5 

- 

- 

58.64 


- 

Guwahatt 

49.57 

27.3 

21.4 


- 





Mangaldoi 

41.78 

22.19 

18.3 

- 

- 

- 

- 

- 

- 

Tezpur 

45.15 

24.6 

21.6 

- 


- 

- 



Nowgong 

42.10 

36.1 

16.8 

- 

- 


- 

- 


Kaliabor 

59.87 

15.8 

23.6 




- 

- 


Jorhat 

65.13 

14.3 

16.37 

- 

- 



2.94 


Dibrugarh 

64.40 

25.5 

8.2 

- 

- 

- 


- 


Lakhimpur 

40.05 

19.4 

22.05 

- 

- 

- 

- 

- 

- 

Source: Election Department, Covemment of Assam 
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Hindu minority as well as a small portion 
of indigenous people supported BJP. But 
the shift of the minority support has to be 
seen in the context of the position of the 
UMP. Electoral alliance with UMF in 
Barpeta constituency has helped the 
Congress. The UMF which could poll 
only 26.7 per cent of votes in 1996 elec¬ 
tion was catapulted to a high of 58.64 per 
cent of votes in this election. As Anubhav 
Dutta says, Hindu polarisation in Assam 
invariably consolidates the Muslim voters 
in a more organised way The rise of BJP 
in religious minority dominant constitu¬ 
encies namely Dhubri, Nagaon and Barpeta 
has only helped parties like Congress and 
UMF (Tabic 11). 

The Congress appears to be weak in 
tribal dominated constituencies even in 
the 1998 Lok Sabha election. The massive 
turn out of voters in these constituencies 
in spite of poll boycott call indicate the 
prevailing assert! vc behaviour of the tribal 
electorate in support of their ethnic iden¬ 
tity. The tribals have perpetually experi¬ 
enced the problem of land alienation, 
poverty, indebtedness, severe unemploy¬ 
ment, economic exploitation and cultural 
exploitation. Therefore, the emerging tribal 
movements have started asserting their 
views on their demands, i e, and creation 
of Udayachal, Bodoland and an autono¬ 
mous tribal slate in the remaining hills 
from 1991 election onwards. In the Karbi 
dominated autonomous parliamentary 
constituency the ASDC candidate Jayant 
Rongpi has been elected to the parliament 
for the fourth consecutive term and its 
margin over Congress is quite high. The 
BJP seems to have increased its vote .share 
on these areas from 3.06 to 12.00 in 1998. 
In the Bodo areas, however, the winning 
margins were not high as no dominant 
Bodo leader has emerged. Sansuma 
KhungurBwismuthiary backed by ABSU 
won the election by polling 25.5 per cent 
of votes while Congress candidate P^m- 
singh Brahma, former militant Bodo leader, 
could poll only 11.8 per cent of votes. 
Significantly, vote share of AGP candidate 
has gone down as it could poll only 6.3 per 
centof votes while BJP’s vote share remain 
15.3 per cent. The election results in these 
areas clearly reflect ethnic polarisation as 
well as ethnic accommodation. 

Conclusion 

The most significant conclusion that 
can be drawn from the analysis of the 1996 
and 1998 Lok Sabha election and assem¬ 
bly election of 1996 is that regionalism 
is becoming very important force in Assam 
politics. However, Assam’s multi ethnic 
and poly-cultural reality adds a peculiar 


dimension to regionalism. Unlike most 
other Indian states where regionalism is 
being articulated in terms of one dominant 
cultural community, in Assam a number 
of smaller ethnic communities are begin¬ 
ning to carve out areas of influence for 
themselves through parties representing 
the respective communities. The AGP 
representing Asomiya interest is emerg¬ 
ing as a powerful regional force. The AGP 
was able to spread its influence in non- 
Assamese speaking areas, the tea labour 
dominated areas and also in the immigrant 
areas which used to be considered the 
Congress bastions. The ASDC in the Karbi 
areas and the parties representing the Bodo 
interest in Bodo areas captured almost all 
the seats dominated by these communi¬ 
ties. Andquiteclearly in these areas specific 
issues influenced the voting pattern more 
than anything else. Two regional issues, 
viz, Bodoland for Bodos and an autono¬ 
mous state for the Karbis led to a massive 
mandate for an independent candidate 
supported by the All Bodo Student Union 
and Autonomous State Demand Commit¬ 
tee. The non-Congress parties like the left 
parties, the Janata Dal have not been able 
to improve their position. The left parties 
are beginning to recogni.se the regional 
forces and are reconciling themselves to 
the latter's electoral strength. The BJP has 
gained considerable ground in 1998 com¬ 
pared to its 1996 position. The impressive 
growth of the BJP has profound implica¬ 
tions for the party. These elections also 
demonstrated that corruption, violation of 
democratic rights, stability and ethnic 
identity remained major issues in state 
politics. Extremists outfits like the ULFA 
and BDSF seem to play important roles 
in electoral politics in Assam. It is evident 
from the pcrfoimance of the Congress. 
BJP and the AGP that the main tu.ssle for 
power remains in the domain of the forces 
represented by national parties namely the 
Congress, the BJP and the regional parties 
of various ethnic communities. 

Notes 

1 The term ‘Ana-Asomiya’ refeis to oil non- 
Assamese while ‘Na Asomiya' refers to 
immigrant Muslim settlers of erstwhile Bast 
Pakistan who an: assimilated in the Assamese 
culture. 

2 For a discussion on the emergence of middle 
class, see Manorama Shanna, Social and 
Ecomtmic Change in Assam: Middle Class 
Hegemon" (Ajanta Publication, Delhi, 1990). 
pp 113-39. 

3 H K Barpujari (ed)J’oliiical Hision of Assam, 
Vol 1, Government uf Assam (Caunati 1977), 
pp IM-63. It is of course true that the Bengali 
residents of the then Assam were also 
represented in these sessions by their own 
representatives. Bipan Chandra Pal and 
Kamini Kumar Chandra were prominent 
among them. Loc cit. 


4 For a discussion on the immigrant population 
see Alul Goswami and Jayanta Kr Gogoi. 
'Migration and Demographic Transformation 
of Assam 1901 -1971' in B L Abbi (ed), North 
East Region: Problem and Prospects of 
Development (Centre for Research in Rural 
and Industrial Development. Chandigarh. 
1984), pp 60-80 H K Borpujari, North East 
India: Problems. Policies and Prospects 
(Spectrum publication, Guwahati 1998), 
pp 33-56. 

5 F^ceedings of the meeting of the Assam 
Congress Legislative Party.Febiuary 28,1%8 
cited by K M Deka, 'Assam the Challenge 
of Political Integration and Congress 
leadership’ in Iqbal Narain id). State Politics 
in India, (New Delhi 1976). pp 43. 

6 Ibid, pp 42-43 

7 For accounts of the influence of this groups 
see B L Abbi, op cit, pp 56-70. 

8 Proceedings of the APCC Executive 
November 27, 1968 cited by Deka, op cit. 
pp 34-35. 

9 A K Boniah, 'Assam Playing Ethnic Politics', 
Frontline, May 17, 1996 

10 As per 1991 census, the percentage of ST 
Population is 12.12 in Assam and they ore 
mainly concentrated in the areas mentioned 
in the Table 5. 

11 To identify immigrant areas, .See M Bhuyan, 
'Population of Assam: An Analytical 
Synthetic Study with special Treatment of 
Darrang District’, unpublished thesis, Gauhati 
University (1971). As per 1991 census, 
percentage of Muslim population in Dhubri 
is 70.45, Barpeta .56.07 and Nagaon 47.19. 

12 Tea Belt area includes Dibrugorh, Jorhat, 
Lakhimpur. Tezpur constituencies where 
major chunk af electorates are from tea garden 
communities. 

13 Sandhya Goswami and Archana Sharma. 
'Voting Pattern in 1991 Assam Assembly 
Election, An Analysis’. Teaching Politics. 
Gol XIX Nos 3 and 4. pp 75-84.; Sandhya 
Goswami: '.Some Observations on the Assam 
Lok SabhaElection 1991 ’.Gauhati University 
Journal of Arts. Vol XXXVI, 1994. 

14 For example at Sualkuchi an Assamese 
dominated area the turnout of voters in the 
22 polling stations was only 5 per cent. The 
Assam Tribune February 17,1998 Similarly, 
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percentage was only 28 per cent; The Report 
on Gc.teral Election I99g, Government of 
Assam 

15 Anubhav Dutta, Religious influence in 
Assam Politics. The Assam Tribune March 4 
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Secularisation of Caste and Making 
of New Middle Class 

DL Sheth 

The changes that have occurred in Indian society, especially after India’s decolonisation, have led to 
a de-ritualisation of caste. With the erosion of rituality a large part of the support system of caste has collapsed. 
Caste now survives as a kinship-ha.sed cultural community hut operates in a different newly emergent system 
of social stratification. By forming themselves into larger horizontal social groups, members of different 
castes now increasingly compete for entry into the middle class, changing its old pre-independence character 
and composition. This new and vastly enlarged middle class is becoming, even if slowly, politically and 
culturally more unified but highly diversified in terms of the social origins of its members. 


EXISTING for thousands of years, the 
caste system gut its name about 500 years 
ago from the Portuguese when they landed 
on the Malabar coast and began to have 
‘direct experience’ with Indian society.' 
Derived from ‘casta’ in Portuguese, the 
term caste has since been used generi- 
cally to describe the whole (‘vama-jali’) 
.sy.stem as well as specillcally to refer to 
its various orders and the units within an 
order. The Portuguese ‘discovery’ of caste, 
however, went much beyond gi ving a name 
to India's vama-jati system. Portuguese 
were the first among Europeans to provide 
detailed accounts of its functioning. The 
most perceptive, empirical account of caste 
was given by the 16th century Portuguese, 
Duarte Barbosa. Barbosa identified the 
main features of caste; (a) Caste as a 
hierarchy, with brahmans at the top and 
‘untouchables' at the bottom: 
(b) untouchability as linked to the idea of 
‘pollution’; (c) existence of a plurality of 
‘castes’ .separated from each other by 
endogamy, occupation and commensality; 
(d) application of sanctions by castes to 
maintain their own customs and rules; (e) 
relationship of caste with political 
organisation. 

Although Barbosa did not provide a 
‘systematic’ account, the elementsof caste 
he identified remain central to any 
definition of caste, even today. Moreover 
Barbosa’s approach to reporting about 
caste had some distinctive qualities. 

First, he described caste as he saw it 
functioning on the ground; he got his facts 
by talking to common people in their own 
language. Second, he did not use the 
religious scriptures as a .source of 
information on caste; there is no reference 
to the varna theoiy of caste in hi s narratives. 
Three, he related the idea of pollution to 
the practice of untouchability and not to 
functioning of the whole sy.stem. Fourth, 
he saw ca.ste not exclusively in ritual- 


status terms, but also as a plurality of ‘.self- 
governing’ cultural communities. Fifth, 
he stuck to a matter-of-fact account of 
what he saw and was told about caste, and 
refrained from moralising and passing 
value judgments on it. 

Colonial Discourse 

Nothing much of significance was added 
or any improvement made to Barbosa’s 
account for the next 250 years by his 
European successors reporting on ca.ste. 
It was only after the British rule was 
established in India that a .second 
‘discovery’ of caste was made by the 
Europeans. The Western Orientalist 
scholars, the Christian Missionaries and 
the British administrators began, in their 
different ways, to make sense of this 
complex phenomenon. A new. colonial 
discourse on caste was born. It marked 
important departures from pre-colonial 
accounts of caste. It is important to note 
some distinctive feature of this discourse 
because for decades after India’s 
independence the studies of caste 
continued to be guided by the terms set 
by the colonial discourse. 

One, the new di.scourse centred on 
whether caste was a system beneficial to 
Indians or it worked against them. The 
Orientalist scholars viewed caste as serving 
some positive functions, whereas the 
missionaries saw it as an unmitigated evil. 
Second, both its sympathi.sers and 
opponents, saw caste in highly schematised 
and unidimensional terms; as an inflexible 
hierarchy of vertically ranked ritual 
statuses. The idea of pollution, which 
Barbosa saw in the context of untouch¬ 
ability was now generalised for the whole 
system in which the idea of ritual purity 
and impurity of statuses was considered 
the central principle governing the caste- 
system. The reality of caste was recon¬ 


structed largely from its depiction in the 
religious scriptures. In the event, Barbosa’s 
empirical view of caste was now super¬ 
imposed by the scriptural (ideological) 
vama view of caste. Three, with the 
‘discovery’ of Hindu scriptures by the 
Orientalist scholars, caste became a prisnr 
through which the colonial rulers began 
to see Indians and the whole Indian .society; 
Caste was now seen as representing a 
worldview of Indians and a totality of 
India’s social and cultural life. Certain 
non-ritual, even non-religious elements 
which always existed in the caste system 
and informed quite a few aspects of inter¬ 
caste relations, were theoretically ruled 
out of the system 

Four, in the course of setting-up its 
revenue administration, a number of land 
and village surveys were launched by the 
colonial regime in different regions of 
India. This focused the attentionof revenue 
administrators, many of whom were 
anthropologically inclined .scholars, on the 
Indian village - which was also a revenue 
unit. This focus developed into a view of 
village as a microcosm of the Indian society, 
and caste as constituting its social, 
economic and political organisation 
legitimated by its religious ideology. 

In this village view of caste, caste was 
seen as an ensemble of local hierarchies, 
each contained within a village or a group 
of villages. This view contributed to the 
image of the village as a stable, unchanging 
social system. In the latter ethnographic 
.studies of caste carried out by Indian 
sociologists, although the vama theory 
was discarded, caste continued to be .seen 
as a vertical hierarchy of ritual statuses 
embedded in the religious and cultural 
context of the village. 

Fifth, the administrative and anthro¬ 
pological concerns of the British officers 
led them to counter both the Orientalist 
and the Missionary views of caste. Their 
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concern was utilitarian, about rinding 
administrative and political ways to tame 
and change this formidable system 
functioning from ancient times, to suit the 
needs of the colonial polity and economy. 
This concern of the colonialists prompted 
an ideological debate on caste, llic debate 
achieved a degree of political sophis¬ 
tication which was not shown earlier either 
by the Orientalists in their appreciation or 
the Missionaries in their condemnation of 
the caste system. The debate introduced 
a new. theoretical-comparative dimension 
for viewing caste. Caste now began to be 
seen in comparison with the normative 
(values of equality, individualism, etc) 
and social (estate, race, class, etc) categories 
of the western societies. Eventually, with 
the English educated nationalist Indians 
joining the debate, on the terms set-up by 
the colonial regime. ca.stc became a bone 
of contention between conservatives and 
progressives, traditionali.sts andreformers. 
Valuation became the mtxle of observation. 

Sixth, the method the British admini¬ 
strators adopted in reporting about caste, 
unlike that of the Orientalist scholars, was 
empirical. The British did not sec theea.stc- 
system only in terms of the vama categories. 
They also saw castes as .separate com¬ 
munities often divided by descent, political 
organisation and customs. Consequently 
they theorised caste in terms of its racial 
and tribal origins and character. In fact 
multiple and elaborate .systems ot clas.si- 
fication of castes were evolved by them 
based on a variety of ethnographic mate¬ 
rials, officially obtained through various 
village and caste surveys.* 

Seventh, crucial to the colonial discourse 
was the relat ionship between ca.sic and the 
state. From 1901 Census, the colonial state 
began castewise enumeration of the entire 
Indian population. The decennial censuses 
not only updated, every 10 years, the 
population figures tor enumerated castes, 
but gave them specific namcs/labels and 
ranks. In doing so, the census officers 
tended to rely on their ‘reading’ of the 
scriptures as well as local knowledge and 
practice. But when a name and/or a rank 
given to a caste was in dispute - and this 
happened frequently - the census officer’s 
‘anthropological’ judgment, albeit tem¬ 
pered by representations received from 
Icadersof concerned caste, prevailed. Thus, 
despite the diversity of the debate, at the 
end of the day, the criterion of ‘social 
precedence of one caste over the other’, 
i e, the scriptural principle of ritual status 
hierarchy, was explicitly and officially 
recognised. 

The colonial state, thus, acquired an 
agency, even a legitimate authority, to 


arbitrate and fix the status claims made 
or contested by various castes about their 
locations in the ritual hierarchy. At the 
same time the enumeration of ca.stes and 
their ethnographic descriptions compiled 
by the state, highlighted how the social 
and economic advantages accrued to some 
castes and not to others in the traditional 
hierarchy. This led to demands among 
many castes for special recognition by the 
stale for receiving educational and 
(Kcupational bcnetl ts as well as for political 
representation. The colonial state assumed 
a dual role: of a super brahmin who located 
and relocated disputed statuses of castes 
in the traditional hierarchy and ot a just 
and modern ruler who wished to 
‘recognise’ rights ana aspirations of his 
weak and poor subjects. This helped the 
state to protect its colonial political 
economy from incursions of the emerging 
nationali.sl movement. Among other things, 
it also induced people to organise and 
represent their interests in politics in terms 
of caste identities and participate in the 
economy on the terms and through 
mechanisms set by the colonial regime. 

On the whole, the colonial regime, not 
only introduced new terms of discourse 
on caste, but brought about some changes 
in the caste system itself. A large part of 
these changes, however, were unintended 
consequences of the colonial policies; 
they were related to the larger historical 
forces of modernisation, secularisation 
and urbanisation which had begun to make 
some impact on the Indian .society by the 
end of 19th and the beginning of the 20th 
century. But some specific policies of the 
colonial regime, aimed at delegitimising 
the power of the traditional social elites 
and creating support tor its own rule, had 
direct consequences for the caste system. 
Towards the end ol the colonial rule such 
policies alongside the larger historical 
forces, had produced some prolound and 
far-reaching changes in the caste system.-' 

The most important among the changes 
was the formation of a new. trans-local 
identity among ‘lowei castes’, collectively 
as a people with the consciousness of 
being ‘oppressed’ by the traditional system 
of hierarchy. The discourse of rights, until 
then quite alien to the concepts governing 
ritual hierarchy, made its first appearance 
in the context of the caste system. New 
ideological categories like ‘social justice’ 
began to interrogate the idea of ritual 
purity and impurity according to which 
the traditional ctratificatory system 
endowed entitlements and disprivileges 
to hereditary statuses. The established 
categories of ritual hierarchy began to be 
confronted with new categories like 


‘depressed castes’ and ‘opprcs.sed 
classes’.^ 

Second, sevc.al castes occupying more 
or less similar locations in different local 
hierarchies began to organise themselves 
horizontally into regional and national level 
associations and federations, as it became 
increasingly necessary for them to negotiate 
with the state and in the process project 
their larger social identity and numerical 
strength.'* 

Third, movements ot the lower castes 
for upward social mobility, which were 
not new in the history ol the caste sy.stem. 
acquired a qualitatively new dimension as 
they began to attack the very ideological 
foundationsofthe ritual hierarchy of ca.stes. 
in terms not internal to the system (as was 
the case with the Buddhist and Bhakti 
movements), but in the modem ideological 
terms of justice and equality 

Changes that occurred in the caste system 
during the colonial period have greatly 
intensified after India’s dc-colonisation. 
Further, with India establishing a liberal 
democratic state and the growth of 
institutions of competitive, represen¬ 
tational democracy, the changes acquired 
newer dimensions and a greater trans¬ 
formative edgCj All this has produced some 
fundamental structural and systemic 
changes in the traditional stratificatory 
system.** 

Despite ihe fact that after India’s 
independence such qualitati ve changes had 
occurred in the stratificatory system, the 
changes continued to be interpreted, in the 
old. colonial ideological-evaluative frame. 
The terms and categories used for 
describing these changes - by the socio¬ 
logists studying caste as well as by social 
reformers and political thinkers wanting 
India to become a castc-lcss society - were 
derived from the colonial discourse. This 
gave ri.se to two opposite views of change 
in the caste system, which in fact 
represented mirror-images of each other. 
One view, that has long dominated studies 
of caste in post-independent India, 
emphusi.scs certain structural and cultural 
continuities the Indian society has 
manifested i n the course of modernisation. 
In this view, changes in caste arc seen in 
terms of functional adjustment made by 
the system tor its own survival and 
maintenance. The other view, that domi¬ 
nated the political-ideological discourse 
on caste until recently, secs modernisation 
as a linear, universal force of history, 
transforming the caste system into a 
polarised structure of economic classes. 
On the whole, the discourse on caste in 
post-independent India remained bogged 
down in the dichotomous debate on 
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‘tradition’ verses ‘modernity’ and ‘caste’ 
verses, class’ 

I 

Secularisation of Caste 

The dichotomous view of change has 
prevented scholars, policy-makers and 
political activists alike, from taking a view 
of the process by which caste has changed 
and a new type of stratiHcatory system has 
emerged. TTiis process, which can broadly 
be characterised as secularisation of caste, 
has detached caste from the ritual status 
hierarchy on the one hand, and has i mparted 
it a character of the power-group function¬ 
ing in the competitive dcmiKratic politics 
on the other. Changes in caste thus could 
be observed along these two dimensions 
of secularisation: dc-ritualisation and 
politicisation. These changes have 
(a) pushed caste out of the traditional 
stratificatory system, (b) linked it to the 
new structure of representational power, 
and (c) in their cumulative impact they 
have made it possible for individual 
members of different castes to acquire 
new economic interest and .social-political 
identification and own clas.s-like as well 
as ethnic-type identites. Thus seculansation 
of caste, bi ought about through its de- 
ritualisation and politicisation, has opened 
up a third course of change. For a lack of 
more appropriate term I call it classisation. 
In the following sections I shall describe 
these three processes of change in caste 
and their implications for the emergence 
of a new type of stratificatory system in 
India. 

Dk-RITU/M.ISATION 

Caste has been conventionally conceived 
as an insulated system of ritual status 
hierarchy, embedded in the ‘perennial’ 
religious culture of India. Rituality (i e, 
rootedness of caste behaviour and 
organisation in the religious ideology and 
practices) thus constituted the core of the 
whole system of castes. It enabled caste 
to maintain autonomy and stability of 
status-hierarchy in the face of changes, 
both economic and political, that occur in 
the wider society. In this perspccti ve. caste 
‘accommodated’ the.se changes only to an 
extent the sy.stem could absorb them 
without losing its structural and cultural 
integrity. In re.sponding to these changes 
caste was .seen to have found ‘new Helds 
of activity’ and assume new functions, but 
all this to retain its basic structure and 
ideological (religious) core. The insularity 
of the caste system is thus guaranteed, 
because it is hounded by certai n ideological 
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and structural contexts - each articulating 
a form of rituality. More specifically, these 
contexts pertain to: (a) the religious 
ideology of purity and pollution (b) the 
religiously sanctioned techno-economic 
and political organisation of the village, 
especially its food production and 
di.stribution system; (c) customs and 
traditions of castes evolved over centuries. 
Caste not only survived but grew in the.se 
contexts and acquired its systemic 
character; they constituted its ‘support 
system’ of the ritual hierarchy. 

In what follows, I argue that the changes 
that have occurred in Indian society, 
especially after India’s decolonisation, 
have led to de-ritualisation of ca.stc - 
meaning delinking of caste from various 
forms of rituality which bounded it to a 
fixed status, an occupation and to specific 
rules of commcnsality and endogamy. I 
further argue that with the erosion of 
rituality, a large part of the ‘support system’ 
of caste has collapsed. Uprooted from its 
ritually determined ideological, economic 
and political contexts it has cea.sed to be 
a unit of the ritual-status hierarchy. Caste 
now survives as a kinship-ba.sed cultural 
community, but operates in a different, 
newly emergent system of social 
stratification. 

Modernisation of India’s economy and 
democratisation of its political institutions, 
have released new economic and political 
power in the society. The hierarchically 
ordered strata of castes now function as 
horizontal groups, competing for power 
and control over resources in s(x:icty. 
Alongside this change in the organisational 
structure, i e, its horizontalisation, the 
form consciousness takes hasalso changed. 
That of members belonging to a ca.ste is 
expressed more in the nature of community 
consciousness, rather than in hierarchical 
terms. Caste consciousness is now 
articulated as political con.sciousncss of 
groups staking claims to power and to 
new places in the changed opportunity 
structure. Itisadifferentkindol collective 
consciousness from that of belonging to 
a ‘high’ or ‘low’ ritual status-group. The 
rise of such consciousness of castes has 
led to disruption of hierarchical relations 
and to incre .'se in competition and conflict 
among them. Far from strengthening the 
caste system, the emergent competitive 
character of ‘caste consciousness’ has 
contributed to its systemic disintegration. 
The disintegrating system of traditional 
statuses is now thickly overlaid by the 
new power system created by elections, 
political parties and above all by social 
policies - such as of afHrmative action 
- of the state. 


Economic 


Fundamental changes have occurred in 
the occupational structure of the society. 
A vast number of non-traditional, 
unbound-to-caste occupations and a new 
type of social relations among occupational 
groups have emerged. This has resulted 
in breaking down the nexus between 
hereditary ^ritual status and occupation - 
one of the caste-system’ sdeHning features. 
It is no longer necessary to justify status 
of one’s occupation in terms of its 
correlation with degree of ritual purity or 
impurity associated with it The traditional, 
ritualistic idea of cleanliness or otherwise 
of the occupation one follows has become 
unimportant; crucial consideration is what 
brings a good income to the individual. 
A brahman dealing in leather or an ex¬ 
untouchable dealing in diamonds is no 
longer looked upon as a socially deviant 
behaviour. That the former is more a 
frequent occurrence than the latter has 
only to do with the resources at one’s 
command and not with observance of ritual, 
prohibitions attached to the statuses 
involved. More importantly, the cleanliness 
or otherwise of an occupation is increas¬ 
ingly seen in physical and biological .sense 
than in ritual or moral terms.' 

Significant structural differentiations 
have taken place within every caste. 
Traditionally, an individual ca.ste bounded 
by rituals and customs, functioned 
internally as a truly egalitarian community, 
both in terms of rights and obligations of 
ntembers vis-a-vis each other and of life¬ 
styles, i e, the food they ate, the clothes 
they wore, the houses they lived in, etc. 
Differences in wealth and status (of clans) 
that existed among households within the 
same caste were expressed, often apo¬ 
logetically, on such occasions as weddings 
and funerals but rarely in power tei ms vis- 
a-vis other members of the caste. Today, 
households within a single caste have not 
only been greatly differentiated in terms 
of their occupations, educational and 
income levels and lifestyles but these 
differences have led them to align outside 
the caste, with different socio-economic 
networks and groupings in the society - 
categories which can not be identifled in 
terms of the caste system. 

The caste rules of commensality (i e, 
restrictions about accepting cooked food 
from members of other castes) have become 
almost totally inoperative outside one’s 
household. Even within the household, 
observance of such rules has become quite 
relaxed. In ‘caste dinners’, for example, 
friends and wellwishers of the host, 
belonging to both the ritually lower as well 
as higher strata than that of the host are 
invited and are seated, fed and served 
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together with the members of the caste 
hosting the dinner. The caste panchayats, 
where they exist, show increasingly less 
concern to invoke any sanctions in such 
situations. 

The castes which occupied a similar 
ritual status in the traditional hierarchy, 
but were divided among themselves into 
sub-castes and sub-.sub-castes by rules of 
endogamy, are now reaching out 
increasingly into larger endogamous 
circles, in some cases their boundaries co¬ 
terminate with those of the respective vama 
in a region to which they .supposedly 
belong. More importantly, intercaste 
marriages across different ritual strata, even 
often crossing the self acknowledged vama 
boundaries, are no longeruncommon. Such 
marriage alliances are frequently made by 
matching education, profession and wealth 
of brides and grooms and/or their parents, 
ignoring traditional differences in ritual 
status among them. Significantly, such 
interca.stc marriages are often arranged by 
the parents or approved by them when 
arranged by the prospective spouses on 
their own. The only ‘traditional’ consi¬ 
deration that enters into such cases is the 
vegetarian-meat-eating divide which is also 
becoming quite fuzzy. Although statis¬ 
tically the incidence of such intcr-ca.ste 
marriages may not be significant, the trend 
they represent is. A more important point 
is that the mechanisms through which 
caste.s-cnforced rules of endogamy have 
weakened in many castes. 

The ideology and urgani.sation of the 
traditional caste system have thus become 
vastly eroded. Its description as a system 
of ritual status hierarchy has lost theoretical 
meaning.** As may be expected, such 
erosion has taken place to a much greater 
extent and degree in the urban areas and 
at the macro-system level of social 
stratification. But the local hierarchies of 
castes in rural areas are also being 
progressively subjected to the same 
process.’ In ^e villages, too, traditional 
social relationships are being redefined in 
economic terms. This is largely because 
in the last three decades, particularly after 
the 'Green Revolution’ and with the 
increasing role of the state and other outside 
agencies, in the food production and 
distribution system in rural areas, the social 
organisation of the vi llagc has substantively 
changed. From the kind of .social-religious 
system the Indian village was, it is 
increasingly becoming primarily an 
economic organisation. The priestly, 
trading and service castes, i e, soci^ groups 
not directly related to agricultural 
operations, are leaving villages or serving 
them, if and when such services are still 


required, from nearby towns. Members of 
such castes continuing to live in the 
villages have largely moved out of the 
‘village-system’ of economic and social 
interdependence of castes. They 
increasingly function in the emergent 
national-market related rural economy or 
the secondary and tertiory sectors of 
employment. 

In this process many a caste has 
structurally .severed its relationship from 
the system of ritual obligations and rights 
which once governed its economic and 
social existence and gave it an identity in 
terms of its status in the ritual hierarchy. 
Intcrcastc relations in the village today 
operate in a more simplified form, as 
between castes of land holders/operators 
and those of the landless labour. This 
relationship between them is often 
articulated in terms of political cons¬ 
ciousness of two groups of castes 
repreficnting different economic interests 
in the changed political-economy of the 
village. 

The socio-religious content of economic 
relationships in the village has thus largely 
disappeared; they have become more 
contractual and almost totally monetised. 
The traditional jajmani relationships, 
which regulated economic transactions 
between castes in social-ritual terms, have 
been replaced by relationships of employer 
and employee, of capital and wage labour. 
When the traditional social and religious 
aspects of economic relationships arc 
insi.stcd upon by any caste, such as 
traditional obligations of one .status group 
to another, it often leads to intcrcastc 
conflicts and violence in the villages. In 
brief, the pattern of social relations 
sustained by the internal system of food 
production of a village and by conformity 
of status groups to their religiously 
assigned roles in the system and to norms 
defining the roles, has virtually 
disintegrated. 

In sum, while castes survive as micro- 
communities based on kinship sentiments 
and relationships, they no longer relate to 
each other as 'units' of a ritual hierarchy. 
The caste system, for long conceived as 
a ritual status system, has imploded. 
Having failed to cope with the changes 
that have occurred in the larger society, 
paiticularly after India’s decolonisation, 
the caste ‘system’ is unable to maintain 
itself, on the basis of its own principle 
of ritual hierarchy. It cannot sustain 
vertical linkage« of interdependence and 
cooperation among its constituent units, 
nor can it enforce its own rules governing 
obligations and privileges of castes vis- 
a-vis each other. 


In a few specific contexts where ritual 
relationships between castes still survive, 
they have acquired contractual, often 
conflictual, forms negating the system’s 
hierarchical aspect. Ritual roles which 
members of some castes (e g, the role of 
a priest or a barber) still perform have 
been reduced to those of functionaries 
called upon to do a job for payment on 
spec! tie occasions (weddings, deaths, etc). 
Performance of such roles/functions by 
a few members of a caste, however, has 
no relevance for determining its place in 
the changed stratificatory sy.stem. Such 
roles, it seems, how survive outside the 
•Stratificatory system, as a part of Hindu 
religious practices. But such phenomenal 
changes have, occurred in Hinduism itself 
in recent years, that intcrcaste relations 
can no longer be viewed as constitutive 
of a ritually determined religious practice. 
The growth in popularity of new sects, 
of deities and shrines, and the growing 
importance of gurus and godmen and the 
new practice of public celebrations of 
Hindu religious festivals on a much wider 
social and geographical scale, involving 
participation of members of a number of 
castes across ritual hierarchy and regions, 
have all shored up popular-cultural and 
political aspects of Hinduism. These have 
considerably weakened the traditional 
ritual and social organisational aspects of 
Hinduism. In this process, intercaste 
relations have not only lost systemic 
context, but also to a large extent the 
religious reference. Castes, now negotiate 
their status claims in the newly emergent 
stratificatory system. 

The simultaneous processes of detach¬ 
ment of castes from ritual hierarchy and 
the growth, albeit in varying degrees, of 
economic, social and cultural differen¬ 
tiations within every ca.ste have re.sulted 
in ca.dcs entering into various new, larger 
.social-political formations which have 
emerged in India’s changing stratificatoiy 
system. As we shall see in the next section, 
each such formation grew in the process 
of politicisation of ca.stesand has acquired 
a new form of collective consciousness, 
a consciousness different from that of a 
ritual-.'.tatus group. Yet the new cons- 
ciuu.snessisnotofa ‘class’ as in a polarised 
class structure. This consciousness is 
ha.scd on a perception of common political 
interest and modern status aspirations on 
the part of members of these n'^w 
formations. In this process, the unitaty 
consciousness of individual castes has 
become diffused into an expanded cons¬ 
ciousness of belonging to a larger social- 
political formation, which cannot be des¬ 
cribed as a ‘caste’ or ‘class’. 
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PounCISATlON Of- Casit.s 

For some two decades after indepen¬ 
dence, the political discourse on caste was 
dominated by left-radical parties and 
liberal-mtHlemist intellectuals who saw. 
rather simphstically, changes in the caste 
system in linear terms, i e. changes as 
suggestive of its transformation into a 
system of polarised economic cla.sses. In 
believing .so, they ignored the fact that 
while caste had lost its signiftcance as a 
ritual status-group it survived as a 
•community', seeking alliances with other 
similar communities with whom it shared 
commonality of political interest and 
consciousnc.s,s. Consequently, political 
parties of the left, both the communist and 
the sociali.st, by and large, sought to 
articulate political issues and devise 
strategies of mobilising electoral support 
in terms of economic interests which in 
their view divided the social classes in 
India.' ^ In the event, although the.se parties 
coulderedibly claim to rcprc.scnt the poorer 
strata and they even occupied .some 
signiftcant political spaces in opposition 
to the Congress Party at the time of 
independence, they failed to expand their 
electoral support in any significant measure 
for decades alter independence. 

Put simply, competitive politics required 
that a political party seeking widcrclccloral 
bases view ca.stes neither as a pure category 
of ‘interest’ nor of ‘identity’. The 
involvement of castes in politics lused 
’interest’ and ‘identity’ in such a manner 
that a number of ca.stcs could share 
common interc.st.s and identity in the form 
of larger social-political conglomerates. 
The process was of politicisation of castes, 
which by incorporating castes in 
competitive politics reorganiisedand recast 
the elements of both hierarchy and 
separation among castes in larger social 
collectivities." These new collectivities 
did not resemble the varna categories or 
anything like a poiari.sed class-structure in 
politics. The emergence of these socio¬ 
political entities in Indian politics defied 
the convental categories of political 
analy.sis. i c. class analysis versus caste 
analysis. The singular impact of 
competitive democratic politics on the ca.stc 
system thus was that it delegitimised the 
old hierarchical relations among ca.stc.s, 
facilitating new, horizontal power relations 
among them. 

The process of politicisation of castes 
acquired a great deal of sophistication in 
the pohiKs of the Congress Party, which 
scrupulously avoided taking any 
theoretical ideological position on the issue 
of caste versus class. The Congre.ss Party. 


being politically aware of the change in 
the agrarian context, saw castes as socio¬ 
economic entities seeking new identities 
through politics in the place of the old 
identities derived from their traditional 
status in the ritual hier»chy. Thus, by 
rely mg on the caste calculus for its electoral 
politics and, at the same time, articulating 
political issues in terms of economic 
development and national integration, the 
Congress was able to evolve durable 
electoral bases across castes and to 
maintain its image as the only and truly 
national partv. This winning combination 
of ‘caste politics’ and ‘nationalist 
ideology’ secured for the Congress Party 
a dominant position in Indian politics for 
nearly three decades after i ndcpcndcncc ' ^ 
The Congress Party rarely used such 
dichotomies as upper castes vs lowcrcastcs 
or the capitalists vs working class in its 
political discourse. Its politics was largely 
addressed to linking vertically the rule of 
the newly emergent upper caste and 
English speaking- ‘national elite’ to lower 
caste support. And the ideology used for 
legitimation of this vertical social linkage 
in politics was neither class-ideology nor 
caste-ideology; the key concept was 
‘nation-building’. 

The Congress Party projected its politics 
and programmes at the national level as 
representing ‘national aspirations’ of the 
Indian people. At the regional levels, the 
parly consolidated its social base by 
endorsing the power of the numerically 
.strong and upwardly mobile dominant, 
but traditionally of lower status, castes of 
landowing peasants, e g. the marathas in 
Maharashtra, the reddys in Andhra, the 
patidars in Gujarat, the jats in Uttar 
Pradesh, and so on. In the process it created 
patron-client type of relationships in 
electoral politics, relationships of unequal 
but reliable exchanges between political 
patrons - the upper and dominant 
(intermediate) castes - and the numerous 
•client' castes at the bottom of the pile, 
popularly known as the Congress’ ‘vote- 
banks’. Thus, in the initial two decades 
after independence, the hierarchical caste 
relations were processed politically 
through elections. This ensured for the 
Congress a political consensus across 
castes, despite the fact that it was presided 
over by the hegemony of a small upper- 
caste. English-educated elite in 
collaboration with the regional social'elites 
belonging by and large to the upwardly 
mobile castes of landed pea.sants. The 
latter, however, were often viewed by the 
former (i c. the ’national elite’, with the 
self-image oi modernisers) as parochial 
traditionalists. Still the alliance held. 


This collaboration between the two types 
of elites, created a new structure of 
representational power in the society, 
around which grew a small middle class. 
This cla.s.s constituted of the upper caste 
national elite living in urban areas and the 
rural social elite belonging to the dominant 
peasant castes as well as those upper caste 
members living in rural areas. The ruling 
national elites, although they belonged to 
the upper ‘dwija’ castes had become 
detached from their traditional ritual status 
and functions. They had acquired new 
interests in the changed (planned) 
economy, and lifestyles which came 
through modem education, non-traditional 
occupations, and adcgrccof westernisation 
which accompanied this process. The 
dominant ca.stes of the regional elites, still 
depended more on sanskritisation than on 
‘ westernisation’ i n their pursuit of upward 
social mobility. But they encouraged their 
new generations to take to modem. 
English-medium education and to new 
professions. In the process, despite their 
‘sudra’ origins, but thanks to their 
acquisition of new power in the changed 
rural economy and politics, several peasant 
communities succeeded in claiming social 
status equivalent to the middle class 
dwijas. 

Con.scquently, .such communities as 
patidars. marathas. reddys. kammas. and 
their analogues in different regions were 
identilied with ‘upper castes’, and not 
with,‘backward ca.stcs'. Acquisition of 
modem education and interest in the new 
(planned) economy enabled them, like the 
dwija upper castes, to clai m for themselves 
a new social status and identity, i e. of the 
middle class 

At the same time, the caste identities of 
both these sections of the ‘middle class’ 
were far from dissolved. They could 
comfortably own both the upper caste 
status and the middle class identity as both 
categorie.s' had become concomitant with 
each other. While the alliance between the 
upper caste national elite and the dominant 
caste regional elites remained tenuous in 
politics, they together continued to function 
as a new power-group in the larger society. 
In the formation and functioning of this 
middle class as a power group of elite 
caste had indeed fused with class and 
status dimension had acquired a 
pronounced power dimension. But in.sofar 
as this process of converting traditional 
status into new power was restricted only 
to the upper rungs m the ritual hierarchy, 
they sought to use that power in establishing 
their own castc-like hegemony over the 
rest of the society. It is this nexus between 
the upper traditional status and new power 
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that inhibited the transformative potentials 
of both modernisation and democracy in 
India. 

This conflation of the traditional status 
system with the new power system, 
however, worked quite differently for the 
numerous non-dwija lower castes. In 
negotiating their way into the new power- 
system, theirtraditional low status, contrary 
to what it did for the upper and the inter¬ 
mediate castes, worked as a liability. The 
functions attached to their very low 
traditional statuses had lost relevance or 
were devalued in the modem occupational 
system. Moreover, since formal education 
was not mandated forthem inthe traditional 
status system, they were slow to take to 
modem education when compared with 
the upper castes. Nor did they have the 
advantage of inherited wealth as their 
traditional status had tied them to 
subsistence livelihood patterns of the 
jajmani system. 

In brief, for the lower castes of small 
and marginal pea.sants, artisans, the cx- 
untouchables and the numerous tribal 
communities, their low statu.ses in the 
traditional hierarchy worked negatively 
for their entry in the modern .sector. 
Whatever social capital and economic 
security they had in the traditional status 
system was wiped out through the 
modernisation process; they no longer 
enjoyed the protection that they had in the 
traditional status system against the 
arbitrary u.se of hierarchical power by the 
upper castes. On top of that they had no 
means or resources to enter the modern 
sector in any significant way, except 
becoming its underclass. They remained 
at the bottom rung of both the hierarchies, 
the sacred and the secular, of ca.stc and 
class. 

This did objectively create an elite- 
mass kind of division in politics, but it 
still did not produce any awareness of 
polarisation of socio-economic classes in 
the society. In any event, it did not create 
any space for class based politics. In fact, 
all attempts ot the left parties at political 
mobilisation of the numerous lower castes 
as a class of proletarians did not achieve 
any significant results either for their 
electoralorrcvolutionary politics. Neither 
did their politics, focused as it was on 
class ideology, make much of a dent on 
Congress-dominated politics marked by 
the rhetoric of national integration and 
social harmony. In effect, the Congress 
could establish the political hegemony of 
the upper castes oriented middle class 
with the electoral consent of the lower 
castes! A very peculiar caste-class linkage 
was thus forged in which the upper castes 


functioned in politics with the self-identity 
of a class (ruling or ‘middle’) and the 
tower castes, despite their class-like 
political aspirations, with the con¬ 
sciousness of their separate caste 
identities. The latter were linked to the 
former in a vertical system oi political 
exchange through the Congress Party, 
rather than horizontally with one another. 

Poi.mcs OF Rf.si-.rvations 

It took some three decades after 
independence for the lower castes of 
peasants, artisans, the ex-untouchables 
and the tribals to express their resentment 
about the patron-client relationship that 
had politically bound them to the 
Congress Party. With a growing awareness 
of their numerical strength and the role 
it could play in achieving their share in 
political power, their resentment took the 
form of political action and movements. 
An awareness among the lower castes 
about using political means for upward 
social mobility and for staking claims as 
larger social collectivities for a share in 
political power had arisen during the 
colonial period, hut it was subdued after 
independence, for almost three decades 
and a half of Congress dominance. 

It was around mid-1970s that the upper 
caste hegemony over national politics 
began to be seriously challenged. This was 
largely due In the social policies of the 
state, particularly that of re.servalions 
(affirmative action). Despite tardy 
impicmcniatiun, towards the end ot the 
1970s the reservations policy that was for 
long inexistence in many states of the 
Indian union had created a small but 
signiricani .section, in each of the lower 
caste gniups, which had acquired modem 
education, had entered the bureaucracy 
and other non-traditional occupations. In 
the process a small, but highly vocal 
political leadership emerged from among 
the lower castes. 

The process of politicisation of castes, 
however, came to a head at the beginning 
of the 1980s This was when the Second 
Commission lor Backward Classes (the 
Mandal Commission) propo.scd to extend 
reservations in jobs and educational seats 
to the other backward clas.scs (i c, to 
castes of lower pea.santry and artisans) in 
all states and union territories and at the 
central government level. This proposal 
was stoutly oppt'sed by sections of the 
upper and the intermediate castes who by 
then were largely ensconced in the middle- 
class. They saw the newly politicised lower 
castes forcing their way into the middle 
class (particularly into white-collar jobs). 


that too not through open competition but 
on 'caste-based' reservations. Thiscreated 
a confrontation of interest between the 
upper and intermediate castes on the one 
hand and the lower castes on the other. 
But. it led to a resurgence of lower castes 
in national politics. This resurgent politics, 
guided by lower ca.ste a.spirations to enter 
the middle class, was pejoratively derided 
as the 'Mandahsation of politics' by the 
English-educated elite. The .so called 
Mandalised politics, an euphemism for 
pulitieisation of lower ca.stcs, has since 
resulted in radically altering the social 
bases of politics in India. 

Firstly, the Congress Party-dominated 
politics of social con.scnsus, presided over 
by the hegemony of an upper caste. 
English-educated elite came to an end. 
TheCongress organisation could no longer 
function as the system of vertical 
management of region-caste factions. The 
elite at the top could not accommodate 
the ever increasing claims and pressures 
from below, by different .sections of the 
lower castes, for their share in power. 
Since mid-1970s through the 198()s. large 
sections of the lower strata of soidal groups 
abandoned the Congress and constituted 
thcm.scives into shifting alliances of their 
own separate political parties. The vertical 
arrangement of the rcgion-ca.stc factions 
that the Congress hud perfected just 
collapsed. The national parties - the 
Congress, the BJP. and the Communist 
parties alike - had to now negotiate fur 
political support directly with the social- 
political collectivities of the other 
backward castes (OBCs) the scheduled 
castes (SC!s) and scheduled tribes (STs) 
OI with the regional-caste parties 
constituted by them. 

Secondly, the catcgorie.s of the OBCs, 
SCs and the STs. expressly devised for 
the administrative purpose ot imple¬ 
menting the reservations policy, perhaps 
as an unintended consequence, acquired 
a strong .social and political content and 
surfaced as new social formations in the 
macro-stratificatory .system. They now 
operated in politics with the self- 
con.sciousnessof socio-economic groups. 
Not c.intent with proxy-representations 
by the upper caste - middle class elites, 
they wanted political power for 
themselves. Politics now became a contest 
for representation among horizontal power 
groups, representing social collectivities 
as identified by the policy of 
re.servalions.'' These groups began to 
bargain with different existing parties or 
fomied their own new parties. Whatever 
survived of the hierarchical dimension of 
the traditional stratificatory system in 
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politics was thus effectively hori- 
zontaliscd. 

Thirdly, Mandalised politics by 
generating aspirations among the lower 
castes to attain 'middle class' status and 
lifestyles prevented the process of class 
polarisation. This politics created new 
compulsions in the .social arena. The old 
middle class, dominated by the upper and 
intermediate ca.stcs, was now compelled 
to admit expansion beyond itself and make 
spaces, even if grudgingly, for different 
sections of the lower castes. At the same 
time, lowercasteS while forming coalitions 
in politics, began to compete among 
themselves intensely at the social level for 
an entry into the growing middle class. 

In sum, the .state policy of affirmative 
action gave a big impetus to the process 
of politicisation of castes (as well as to 
de-ritualisation of inter-caste relations). 
The policy itself, by providing special 
educational and occupational opportunities 
to members of the numerous lower castes, 
converted their traditional di.sahility of 
low ritual status into an a.s.set for acquiring 
new means for upward .social mobility. 
What politicisation of ca.stes has thus done, 
along with the .spread of urbanisation and 
industrialisation, is to have contributed to 
the emergence of a new type of strati- 
ficaiory system in which the old middle 
class has not only expanded in numbers, 
but has begun to acquire new social and 
political characteristics. 

Classisation oh Caste 

'Classisation' is a problematic, and 
admittedly an inelegant, concept used for 
describing certain type of changes incaste. 
As a category derived from the conven¬ 
tional class analysis it articulates the issue 
of change in linear and dichotomous terms, 
i c, how (rather 'why not') is caste 
transforming itself into a polarised structure 
of economic classes'^ Ju.st as the role of 
status and other ‘non-class’ elements (c g, 
gender, ethnicity, etc) is routinely ignored 
in analyses of class in the western society, 
class analysis in India undermines the role 
of caste elements in class and vice versa. 
At the other end the spectrum are scholars 
devoted to ca.ste-analysis; they have little 
use for a concept like classisation. 
Accustomed to viewing caste as a local 
hierarchy and to interpreting changes in 
it, in terms of the caste system’s own 
ideology and rules, they view class 
elements in caste (e g, the role of modem 
education, occupational mobility, 
economic and political power, etc) as 
elements extraneous to the caste system; 
which, it, of course, incorporates and recast 


them in its own image to maintain its 
systemic continuity. 

Cla.ssisation neither follows a linear, 
teleological course of change nor docs it 
represent the caste-system’s own 
reproductive process. I, therefore, view 
classisation as a twofold process; 

(a) releasing of individual members of all 
castes (albeit, extent of which may vary 
from one caste to another) from the 
religiously sanctioned techno-economic 
and social organisation (i e, occupational 
and status hierarchy) of the vi llage system; 

(b) and linking of their interests and 
identities to organisations and categories 
relevant to urban-industrial system and 
modem politics. This process operates 
not only in urban areas, but also 
increasingly in the mral areas. The two 
aspects of the process are not temporally 
.sequential, nor .spatially separated. They 
criss-cross, and the changes become 
visible in form of elements of the newly 
emergent, macro-system of .social 
stratification. Thus viewed, classi.sation 
is a process by which castes, but more 
frequently their individual members, 
relate to categories of social strat¬ 
ification of a type different from that of 
caste. 

The emergent stratificatory arrangement, 
however, is far from having acquired a 
'systemic’ form. Yet, new and different 
types of social and economic categories 
have emerged at all levels of the society 
by relating to which caste is not only 
losing its own shape and character, but 
is acquiring a new form and ideology. 
Thus, as we saw earlier, caste survives, 
but as a kinship-based cultural community, 
not as a status group of the ritual hierarchy. 
It has acquired new economic interest and 
a political identity. Its members now 
negotiate and own larger and multiple 
social and political identities. In this 
process, caste-identity has lost its old 
character and centrality. The economic 
and political activities in which members 
of acaste are now engaged are of a radically 
different type from the ones perpetuated 
by the caste system. The ritually 
determined vertical relationship of 
statuses, which encouraged harmony and 
co-operation among castes, has got 
transformed t.ito that of horizontally 
competing, often conflicting power blocs, 
each constituted of a number of castes 
occupying different statuses across 
traditional local hierarchies. In the process, 
new socio-economic formations, some of 
‘ethnic-type’, have emerged at the macro¬ 
level of the society. Utey compete for 
control of economic, political and cultural 
resources in the society. The idea of 


upward social mobility today motivates 
people of all castes (not just of the ‘lower’ 
castes), collectively as well as individually. 
For, the quest today is not for registering 
higher ritual status; it is universally for 
wealth, political power and modem 
(consumerist) lifestyles. In short, caste has 
ceased to ‘reproduce’ itself, as it did in 
the past. 

II 

Emergence of a New Middle Class 

All these changes have imparted a 
.structural substantiality to the macro- 
stratificatory system of a kind it did not 
have in the past. In absence of a centralised 
polity, the system functioned super- 
stmcturally as an ideology of varna 
hierarchy. Lacking structural substance, 
it served as a ‘common social language’ 
and supplied normative categories of 
legitimation of statuses to various local, 
substantive hierarchies ofjatis. But after 
India became a pan-Indian political entity 
governed by a liberal democratic state, as 
we saw earlier, new social formations - 
each comprising a number of Jatis. often 
across ritual hierarchies and religious 
communities - emerged at the regional 
and all-India levels. Deriving its nomen¬ 
clature from the official classification 
devised by the state in the course of 
implementing its policy of affirmative 
action (re.servations), the new formations 
began to be identified as; the forward or 
the ‘upper castes’, the backward castes 
(OBCs), the dalits or scheduled castes 
(SCs) and the tribals or the scheduled 
tribes (STs). 

Unlike .status groups of the caste system, 
the new .social formations function as 
relatively loose and open-ended entities, 
competing with each other for political 
power. In this competition, members of 
the upper-caste formation have available 
to them the resources of their erstwhile 
traditional higher status and those of 
lower-caste formations have the 
advantages accruing to them from the 
state’s policy of affirmative action. Thus, 
the emergent stratificatory system 
represents a kind of fusion between the 
old status system and the new power 
system. Put differently, the ritual hierarchy 
of closed status groups has transformed 
into a fairly open and fluid system of 
social stratifleation. 

This system' is in the making; it cannot 
be described either in caste terms or in 
pure class terms. However, the salience 
of one category in this newly emergent 
stratificatory system has become visible 
in recent years. It can be characterised as 
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the ‘new middle class’: ‘New’ because its 
emeiigence is directly traceable to the 
disintegration of the caste system, this has 
made it socially much more diversified 
compared to the old, upper caste oriented 
middle class that existed at the time of 
independence. Moreover, high status in 
the traditional hierarchy worked implicitly 
as a criterion for entry into the old middle- 
class, and ‘sanskritised’ lifestyles con¬ 
stituted itscultural syndrome. Bothrituaiity 
and sanskritisation have virtually lost their 
relevance in the formation of the ‘new’ 
middle class. Membership of today’s 
middle class is associated with new life 
styles (modem consumption patterns), 
ownership of certain economic assets and 
the self consciousness of belonging to the 
middteclass. As such, it is open to members 
of different castes - which have acquired 
modem education, taken to non-traditional 
occupations and/or command higher 
incomes and the political power - to enter 
this middle class. 

And yet, the new middle class cannot 
be seen as constituting a pure class 
category - a construct which in fact is a 
theoretical fiction. It carries some elements 
of caste within it, insofar as entry of an 
individual in the middle class is facilitated 
by the collective political and economic 
rc.sources of hi.s/her caste. For example, 
uppercasteindividualsenteringthe middle 
class have at their disposal the resources 
that were attached to the status of their 
caste in the traditional hierarchy. Similarly 
fur lower caste members, lacking in 
traditional status resources, their entry 
into the middle class is facilitated by the 
modem-legal provisions like affirmative 
action to which they are entitled by virtue 
of their low traditional status. It .seems the 
Indian middle class will continue to cany 
caste elements within it, to the extent that 
modem status aspirations are pursued, 
and the possibility of their realisation is 
seen, by individuals in terms of the castes 
to which they belong. 

Yet, cmcial to the formation of the new 
middle class is the fact that while using 
collective resources of their castes, 
individuals from all castes entering it 
undergo the processofclassisation;(a) they 
become distant from ritual roles and 
functions 'attached to their caste, 
(b) acquire another, but new. identity of 
belonging to middle class, (c) their 
economic interest and life style converge 
more with other members of the middle 
class than with their non-middle class caste 
compatriots. 

The process of middle class formation 
in India is empirically illustrated by 
findings ofaiecentall-Indiasample survey. 


The survey, based on a stratified-random 
sample (probability proportionate to size) 
of 9,614 Indian citizens (male and female) 
drawn from all the Indian states, except 
the state of Jammu and Kashmir, was 
conducted by the Centre for the Study of 
Developing Societies (CSDS) Delhi, in 
June-July 1996. Based on the preliminaiy 
analysis of the survey data, I provide 
below a broad profile of the new middle 
class. 

1) The middle class which was almo.st 
exclusively coastituted at the time of 
Independence by English educated 
membersof thcuppcrcastes, hadexpanded 
to include the upwardly mobile dominant 
castes of rich farmers, during the initial 
three decades after independence. In other 
words this period saw the emergence of 
a small rural-based middle class. 

2) The survey conceived the category 
middle class in terms of subjective and 
objective variables. The subjective variable 
pertained to respondent’s own identi- 
llcation as ‘middle class’ and an explicit 
rejection of ‘working class’ identity for 
himself/herscif. Using self-identity as a 
precondition, certain objective criteria 
were applied for inclusion of a respondent 
in the ‘middle class' category. Thus, from 
among those with middle class self- 
identification. respondents possessing two 
of the following four characteristics were 
included in the middle class category: 

(i) 10 years or more of schooling. 

(ii) ownership of at least three assets out 
of four, i e. motor vehicle, TV. electric 
pumping-set and non-agricultural land 

(iii) residence in a pucca house - built of 
brick and cemen, (iv) white-collar job. 
Accordingly, 20 per cent of the sample 
population was identified as belonging to 
the middle class. 

3 ) The survey analysis revealed that 
even today, the upper and the rich farmer 
castes togetherdominatc the Indian ‘middle 
class'. While members of the two upper 
categories, the dwija upper castes and the 
non-dwija dominant castes, account for 
about a quarter of the sample population, 
they constitute nearly half of the new 
middle class. But this also means the 
representation of upper castes has reduced 
in today’s middle class, for the old middle 
class was almost entirely constituted by 
them. 

4) About half of the middle class 
population came from different lower- 
caste social formations, i e, the dalits 
(SCs), the tribals (STs) the backward 
communities of peasants and artisans 
(OBCs) and the religious minorities. 
Considering that members of all these 
social formations constituted 75 per cent 


of the sample population, their SO percent 
representation in the middle class is much 
lower than that of the upper and inter¬ 
mediate castes. But seen in the context of 
their inherited lower ritual status in the 
traditional hierarchy, this is a signiHcant 
development. Even more significant is 
the fact that when members of the lower- 
castes, including those belonging to castes 
of ‘ex-untouchables’, acquire modem 
means of social mobility, such as 
^ucation, wealth, political power, etc, 
their low ritual status does not come in 
the way of their entering the middle class 
and, more importantly, acquiring the 
consciousness of being members of the 
middle class. 

5) The analysis of the survey data also 
revealed statistically highly significant 
differences in political attitudes and 
preferences, between members of the 
middle class and the rest of the population. 
More importantly, on certain crucial 
political variables (e g, support to a political 
party) and cultural variables (e g, belief in 
the ‘Karma’ theory), the difference 
between the lower caste and upper-caste 
members of the middle class was found 
to be much less than that between members 
of the middle class and their caste 
compatriots nok belonging to the middle 
class. 

6) The Indian middle class today has 
a significant rural component, thanks to 
the earlier inclusion in it of the mral ba.sed 
dominant castes and now of the members 
of the lower castes participating in modem 
economy and administration. In brief, the 
middle class in India today is not a simple 
demographic category comprising of 
certain ritual-status gmups. It is a social- 
cultural formation in which as individuals 
from different castes and communities 
enter, they acquire new economic and 
political interests, and life styles, in 
common with the other members of that 
‘cla.ss’. Within this new middle class, caste 
identities of its members survive, but 
operating in conjunction with the new, 
overarching identity of middle class, they 
acquire a different political and cultural 
m<'aning. 

To conclude, .secularisation of caste, 
occurring along the dimensions of de- 
ritualisation, politicisation and classisation, 
has reducedcastetoa kinship-based micro- 
community, with its members acquiring 
new stmctural locations and identities 
derived from categories of stratification 
premised on a different set of principles 
than those of the ritual hierarchy. By 
forming themselve.s into larger horizontal 
social groups, members of differentcastes 
now increasingly compete for entry into 
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the middle class. The result is, members 
of the lower castes have entered the middle 
class in si/eable numbers. This has begun 
to change the character and composition 
of the old. pre-independence, middle class 
which was constituted almost entirely by 
a small English-educated upper caste elite. 
The new and vastly enlarged middle class 
constituting about one-fifth of Indian 
population, is becoming, even if slowly, 
politically and culturally mure unified but 
highly diversified in terms of social origins 
of its members. 

Notes 

[An earlier version ot the papei was prc.scnied 
lo ihc conference on Conlemporory India in 
Transition, Lisbon. Portugal. 18-20 June 1998 
The conference was sponsored by Fiindacao 
Oriente as part of its larger programme of 
promoting north-south civilisational dialogues. 
The paper will up{x;ar in Peter dcSousa (ed) 
Transilums: < 'onlrmporary Imlia (forthcoming). 

I am indebted lo h'undacao Oriente for their 
financial support and to Peter dc.Souza fur his 
very useful edilonal comments ] 

1 The Portugese account of caste pre.sented here 
and the following discussion on Ihc colonial 
discourse draw heavily on: Bernard S Cohn 
‘Notes on the History of the Study of Indian 
Society and Culture’, An Anthropologist 
Among the Histortans and Other Essays. 
Oxford University Press. Delhi. 1987, 
pp 139-40. 

2 Ibid, pp 141-62. 

3 For adetailed discussion on changes in castes 
under British Rule in India and the impact 
the colonial policies had on the caste system, 
sec G S Ghurye. ‘Caste during the British 
Rule' in his Caste and Race in India Popular 
Prakashan. Bombay 1962, pp 27()-30.S. Also 
.see Marc Galanler. ‘Rcforiii, Mobility, and 
Politics Under British Rule’ in his Competing 
Equalities: Law and Backward Classes in 
India. Oxford University Press. [Xilhi. 1984, 
pp 18-40. 

4 Colleciivc self-awareness among the lowcr- 
caste as a tniuple. oppressed socially and 
economically by the ritually high-ranking 
castes, developed i"J found organisational 
articulation through their participation in 
anti- Brahman inovemcnts which grew in the 
early decades of this century See Gail 
Omvedt, Cultural Revolt in a Colonial 
Society: The Non-Brahman Movements in 
Western India 1X7.1 lo l</.10 .Scicnlific 
Socialist Education 1rusl. Bombay' 1976, 
sec also Eugene Flrshick. Rolitics and Social 
Conflict in South India: The Non-Brahman 
Movements and Tamil Separatism 1916- 
1929. University of California Press, 
Berkeley. 1969. 

3 Galanter sees this development during the 
(.olnnial rule as having brought about some 
>' rijxirtant cha nges I n the caste-system “Caste 
Diganisation brought with it two important 
and lelated changes in the nature of castes. 
The -.alient groups grew in size from 
endogatnous latis into region-wise alliances. 
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Concomitantly, the traditional patterns of 
organisation and leadership in the village 
setting were displaced by voluntary 
associations with officials whose delimited 
authority derived from elections" Galanter, 
(note I supra) p 23. 

6 For a recent argument articulating a 
contrary position emphasising that the caste 
system has. even in the face of such changes, 
maintained systemic continuity, see A M 
.Shah. A Response to the Critique on Division 
and Hierarchy’ in A M Shah and I P De.sai, 
Division and Hierarchy: An Overview of 
Caste in Gujarat, Hindustan Publishing 
Corporation, Delhi, 1988, pp 92-133. Shah 
sees horizontal divisions as intrinsic to the 
caste-system itself, representing another 
principle of caste organisation which has 
always operated in juxtaposition with 
‘hierarchy’. The horizontal divisions i n caste, 
in his view, are thus produced and reproduced 
as part of the continuous process within the 
system, a kind of change that a system 
undergoes for its own survival and 
mainienance. Whereas for his interlocutor in 
the debate IP Desai, the horizontal divisions 
which are prior to caste but were integrated 
in the system of castes by the principle of 
ritual hierarchy, are now breaking away from 
that hierarchy and interact in horizontal social 
and political spaces. In this sense, tor Desai, 
horizontal divisions represent a new principle 
fur the emerging stratificatory system which 
has undermined Ihc caste principle of ritual 
hierarchy, IP Desai. ‘A Critique of ')ivi.sion 
and Hierarchy' in the above cited Division 
and Hierarchy, pp 40-49. 

7 For an illuminating discussion on the changed 
relationship between ritual status and 
occupation and its implications fur the 
emergence of a new type of stralificatory 
system in India, sec IP Desai, ’Should ‘Caste’ 
be the Basis for Recognising Backwardness^’ 
Economic ana Political Weeklv.Vol 19. 
No 28, July 1984, pp 1106-16 

8 Of iaic. such recognition of .systemic changes 
in caste is reflected in the mainstream 
sociological writings For example, M N 
Srinivas in one of his latest writings has 
chariicterised the changes that have 
occurred in the caste-system as systemic 
in nature' “As long as the mode of production 
at the village was caste-based, denunciation 
of inequality from saints and reformers, or 
from those professing other faiths proved 
ineffective It was only when, along with 
ideological attacks on caste, education and 
employment were made accessible to all. and 
urbanisation and industrialisation spread that 
systemic changes occurred in caste” (italics 
mine). See ‘Introduction’ in Caste: Its 
Twentieth Century Avatar, M N .Srinivas 
(t J). V ikmg. Penguin India, New Delhi, 1996, 

r 

9 For an overview of comprehensive, 
systemic changes that have occurred in local 
hierarchies of castes in rural areas sec G K 
Karanth, ‘Caste in Contemporary Rural 
India' in M N Srinivas (ed) Caste- Its 
Twentieth Century Avatar (note 7) pp 87- 
109. Karanth. in his concluding remarks to 


Ihc essay, observes: “In the first place, it may 
not be appropriate any more to refer to caste 
in rural India as a ‘system’ Castes exist as 
individual groups, but no longer integrated 
into a system, with the dovetailing of their 
intere.sts’' (106). 

10 The writings and politics of Ram Manohar 
Lohia. a renowned socialist leader, however, 
constituted an exception to this approach of 
the Left parties to political mobilisation. In 
his view, horizontal mobilisation of lovrer 
castes on issues of social ju.sticc had greater 
political potential for organising the poor 
and deprived populations of India than the 
ideology of class-polansation which, in his 
view, lacked an empirical, social-basis for 
mobilisational politics. See Ram Manohar 
Lohia. The Caste System (Ram Manohar 
Lohia Samata Vidyalaya Nyas, Hyderabad, 
1964). Also see. D L Sheth. ‘Ram Manohar 
Lohia on Caste in Indian Politics’, Lokayan 
Bulletin (Vol 12, No 4, January-Fcbruary 
1996) pp 31-40. also D L Sheth, ‘Ram 
Manohar Lohia on Caste, Class and Gender 
in Indian Politics ‘.iMkayan BullettnlNoX 13. 
No 2. Septcmber-October 1996) pp 1-15. 

11 The concept ‘politicisation of castes' was first 
used by Rajni Kothari in early I97()s, to 
describe changes that had occurred in the 
caste-system with us involvement in 
democratic politics Sec 'Chapter L 
Introduction’ in his Ca.rtc in Indian Politics. 
(22) pp 3-25. 

12 Rajni Kothari in his pioneering work on the 
Congress Party saw this aspect of Congress 
politic.s. i e. expanding its social base through 
management of caste-based poliliciil factions 
regionally and seeking consensus pn issues 
of development and modernisation nationally, 
as crucial to the Congress Parly’s prolonged, 
-political and electoral dominance. Sec Rajni 
Kothari, ‘The Congress System in India', 
Asian .Survey(Vol 4. No 12. December 1964) 
pp 1161-73; .see also ‘The Congress System 
Revisited’, in his Politics and People- In 
Search oj Humane India, Vol I (.\|anta 
Publisher.,. Delhi. 1989) pp 36-58 

13 See D L Sheth, ‘Reservations Policy 
Revisited’. Economic and Political Weekly. 
November 14, 1987. pp 19.57-87. 

14 M N Srinivas. ‘Vama and (?aste’ m Ca.rte 
in Modern India and Other Es.says. Asia 
Publishing House, Boiiibay, 1962, pp 63-69. 
Also sec. Andre Betellc, ‘Varna and Jati’. 
Sociological Bulletin. Vol 45, No I, Mareh 
1996, pp 15-27. 

15 I would like to emphasise that presented here 
ore preliminaiy findings of the survey The 
author and the research team at Ihc CSDS 
are in the process of refining the index of 
middle class membership. In the final analysis 
percentage figures for the representation ol 
social formations into ihe middle class and 
for the magnitude of 'h-. middle class may 
slightly change (by about ± 1 to 2 per cent 
difference. I have reported here ’work in 
progress’ and not a completed analysis of the 
composition of the middle class, which will 
soon appear in a separate monograph. The 
idea is to give a broad, even if bit tentative, 
picture of the emerging new middle class. 
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Anatomy of BJP’s Rise to Power 

Social, Regional and Political Expansion in 1990 s 

Oliver Heath 

The political and regional expansion of the BJP has been characterised by a three-tiered growth in its 
social appeal. In its homeland of primary states its core of social support, the upper castes, has remained 
intact; in the secondary states, its new social base comprises OBCs as well; in the tertiary states where 
it has made giant strides the scheduled castes and the Muslims have emerged as supporters and this has 
largely been because of its allies. By delicately redefining itself and its social base, the party has been 
able to venture out from its nesting ground in the north and spread its wings. 


FHE spectacular rise of the BJP is one of 
,he major political stories of the 1990s. 
During the last decade the party has 
indergone a rapid geographical and 
political expansion, the like of which has 
lever been seen before. From its lowly 
position in 1989, when the BJP was a 
small localised party with a political 
presence restricted to just a few states in 
:he Hindi heartland, the acquisition of new 
:crritoiy and new allies has transformed 
It into being the main political force in 
India with a mass national following. The 
aim of this paper is to explore the effect 
hat these expansions have had on the 
social base of the BJP. Has its appeal 
widened to attract voters from different 
social backgrounds? Or has it merely 
strengthened its hold on its traditional 
support base? Do the allies give the patty 
an entrance in to new states and new 
sections of society? These are the que.stions 
which need to be answered. 

National aggregations provide a useful 
starting point from which to carry out our 
investigation. By looking at the overall 
picture we can gain a sense of what, if 
anything, has changed. However, the BJP's 
rise in popularity has not been evenly 
spread across the country. The regional 
expansion of the party can be seen to have 
taken shape in three distinct waves. The 
first wave look place in the 1930s and 
early 1960s when the BJP’s historical 
predecessor, the Jan Sangh, first became 
a significant political force at state level. 
These ‘primary’ states are the states where 
the Jan Sgngh emerged as a viable 
opposition party in the 1950s and 1960s. 
TTie second wave includes the ‘secondary’ 
states, where the Jan Sangh, and then after 
1980 the BJP, were present before the 
1989 boom, but were only minor oppo¬ 
sition, winning just a few seats in the 
1960s, 1970s and 1980s. The third wave 
is marked by the 1989 election, when the 
BJP emerged as a force in many of the 
‘tertiary’ states. By looking at the social 


expansion with reference these different 
levels of regional expansion, we can 
attempt to identify the forces that lie behind 
the party’s emergence as a national party. 

I 

Social Base 

It is well known that support for the BJP 
has tended to be more concentrated among 
the upper castes and the wealthy, and it's 
weakest among the Muslims and the 
underprivileged. But how do thesedifferent 
sources of support compare? Is caste a 
more significant factor than class? How 
much of a role do age and gender play? 
It is important to answer these questions 
so that we have reference point to relate 
social expansion to. 

Bivariate analyses may to some con¬ 
siderable extent duplicate the significance 
of factors. For example, educational level 
is clo.sely related to social class, therefore, 
education and class tables may simply be 
redescribing the same phenomena rather 
than telling us anything new. What is 
interesting is to examine the impact of one 
variable on the vote for BJP and its allies 
(B JP+), control ling for the other variables. 
In other words, among people of the same 
community or class, does education still 
make a difference to the way people vote? 

To explore this question we carry out 
a multivariate logistic regression in which 
wc simultaneously include community, 
class, education and so on rather than loo¬ 
king at them separately. Wc use logistic 
regression, which is the appropriate tech¬ 
nique when wc have a binary dependent 
variable. 

We include in our model community, 
class, education, age, gender and kxrality. 
These variables are all treated in exactly 
the same way as in cross-tabulations, but 
all are included simultaneously. Table I 
shows the parameter estimates. These 
estimates can be interpreted as fitted log 
odds ratios. If we exponentiate them, we 
obtain the usual odds ratios which are 


more easily interpreted. These arc the ones 
shown in the second of the split columns. 
These odds ratios show the fitted odds of 
supporting the BJP and its allies in the 
particular group in question relative to the 
overall odds, lliese arc what is known as 
‘deviation contrasts’. If the fitted odds 
ratio is greater than I, this indicates that 
the group in question is relatively likely 
to support BJP-I-. while if the odds ratio 
is less than one, it indicates that that group 
is relatively unlikely to support BJP+.' 

The magnitude of the parameters tell us 
by how much the particular groups differ 
from the overall electorate (controlling for 
the other variables in the model). Thus if 
the fitted odds ratios arc close to 1. either 
just above or just below, then we can .say 
that the groups in question are relatively 
similar in their support lor BJP+. The 
further apart they arc, the more different 
the group’s voting patterns are. 

Table 1 shows the parameter estimates 
for each of the variables. To some extent 
the support base of the BJP resembles, if 
not the elite, then definitely the middle and 
upper classes. That is to say, that although 
the most advantaged members of society 
may not always be the most likely to vote 
BJP, the mo.si disadvantaged are at any 
rate the least likely. Although it may be 
tempting to say that the BJP is therefore 
a party that represents .social and economic 
privileges, none of the evidence is really 
strong enough to support this. On the 
whole the degrees of polarisation within 
the variables are relativiy weak, that is 
with the noticeable and distint exception 
of community. 

Controlling for all the variables, it is the 
upper castes that are by far the most likely 
to vote BJP. This means that although 
graduates are more likely than illitcndes. 
and men more likely than women, and so 
on, caste over-rides their influence. 

Table 2 gives a summary of how signi¬ 
ficant each of the variables are ineffeettng 
the vote for BJP+. Chi2 is a measure for 
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the difference between the expected and 
the observed results. The expected results 
assume a null association. That is. one 
wouldcxpcct all groups within the variable 
to give the same degree of support to the 
BJP+. The greater the difference between 
the relative levels of support, the greater 
the Chi2. Community and class, and to 
a lcs.ser extent sex. age and locality, all 
play a part, although community is by far 
and away the most significant. Therefore, 
if the .social base of the BJP has expanded, 
the key variable that we need to measure 
It with reference to is community. 

II 

Social Expansion 

By looking at the internal composition, 
or column percentages, of the BJP+ we 
can analyse the distribution of the different 
community’s within the party. This tells 
us what percentage of BJP voters are upper 
caste, OBC and SC, etc. Secondly, we can 
look at the degree of support that each 
community gives to the BJP. Although all 
the communities may vote BJP to some 
extent, the row percentages and odds ratios 
tell us which community offers the greatest 
and least support. However, the row 
percentages only show ab.sulute increases, 
and not relative increases. To see whether 
the communities exhibit any change in 
their voting patterns, or are just being 
swept along with the tide, we need to look 
at the odds ratios. It is important to look 
at the picture from both sides. Inflow 
tables tend to highlight the cross-cutting 
of cleavages, whereas the row percentages 
show to what degree people vote along 
caste lines. Although similar information, 
in terms of change, can be gained from 
both approaches; the distinction remains 
important. Thirdly, we can look at the 
overall effect of community on voting. Phi 
andChi2 both measure its aggregate .signi¬ 
ficance by quantifying the level of polaris¬ 
ation along community lines in one election. 

As the multivariate analy.sis led us to 
suspect, it is the upper castes that form 
the most dominant section of BJP+ support. 
This was still the ca.se in 1998 as it was 
in 1991, so in that respect it would seem 
that little has changed. However, the 
degree to which they predominate has 
undergone major changes. Table .1 shows 
that there has been a real and significant 
shift in the .social composition of the BJP+. 
The proportion of BJP+ voters who are 
upper caste has fallen by 10 per cent since 
1991 This shift away from the heavy 
reliance of upper castes has been matched 
by gradual growth in representation from 
ail of the other communities. The growth 
that has been most pronounced is amongst 
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the OBCs, whose presence has increased 
by 4 per cent, although there has also been 
an increase in the other social groupings 
of SC (3 per cent), ST (2 per cent) and 
Muslim (1 per cent). However, these 
counter-growths have been relatively 
small, and could just be the result of 
standard sampling error. We should not 
therefore read too much into them at this 
stage. 

The row percentages in Table 4 show 
the degree of support that each community 
gave to the Jan Sangh in 1967 and to the 


BJP+ in 1991, 1996 and 1998. The 1967 
data need to be treated with some 
caution. Not only is the overall sample 
size quite small and restricted to only 
male respondents, but also the Jan Sangh 
share of the vote is small. Therefore, the 
sample may not have accurately picked 
up the Jan Sangh voters. However, 
broadly speaking we can say that the 
upper castes gave far more support to 
the Jan Sangh than the other community 
groups did, which is also true for the 
BJP 30 years later. In this sense then. 


Table I : .Social Bases of BIP Vote. 1991. 1996 and 1998 - Logistic Regression Parameter 

Estimates 



1991 

1996 

1998 

B 

Exp(B) 

B 

Exp(B) 

B 

Exp(B) 

Community^ 







Upper caste 

l.34*» 

3 84 

1..37** 

3.93 

1.08** 

2.95 

OBC 

0.70** 

2.01 

0.73** 

2.07 

0.65** 

1.92 

SCs 

-0..24 

0.71 

-0.03 

0.96 

-0.16 

0.85 

ST 

-0.04 

0.96 

0.34** 

1.42 

0.08 

1.09 

Muslim 

-1.27 . 

0.28 

-1.77** 

0.17 

-1.5.5** 

0.21 

Other 

-0..29 

0 68 

-0.64 

0.53 

-0 It) 

0.90 

Class^ 







Highest 

0.19 

1.21 

0.28* 

1.32 

0.11 

1.12 

High 

0.18 

1.20 

0.16 

1.17 

0.19* 

1.21 

Middle 

0.21 

1.23 

-0.01 

0.99 

0.04 

1.04 

Low 

-0.24 

0.78 

0.09 

0.91 

-0.13 

0.87 

Lowest 

-0..24* 

0 71 

-0.52* 

0.59 

-0.21* 

0.81 

Education 







Graduate 

0.26 

1.30 

0.13 

1.13 

0.05 

1.05 

Up to college 

0.02 

1.01 

-0.01 

0.99 

0.05 

1.05 

Up to middle 

-0.26 

0.77 

-0.02 

0.98 

-0.13 

0.88 

Illiterate 

-0.02 

0.98 

-0.10 

0.90 

0.03 

1.03 

Sex 







Male 

0.06 

1.06 

0 18** 

1.20 

0.32** 

1.38 

Female 

-0.06 

0.94 

-0 18* * 

0.84 

-0.32** 

0.72 

Age 







17 to 2.'? 

-0.02 

0.98 

0.23** 

1.26 

0.19* 

1.21 

26 to 

0.24 

1 28 

0.10 

I.IO 

0.12 

1.12 

.26 to 4.5 

0.21 

1.23 

0.02 

1.02 

-0 04 

0.96 

46 to 55 

-0.20 

0.82 

-0.08 

0.93 

-0.08 

0.93 

56+ 

-0.23 

0.79 

-0.27*" 

0.76 

-0.19* 

0.83 

Locality 







Urban 

0.03 

1.03 

0.1.5** 

1.16 

+0.14 

1.15 

Rural 

-0.03 

0.97 

-0.15** 

0.83 

-0.14 

0.87 

Constant 

-2.14 


-1.41 


-0.72 


N 

3996 


8320 


7392 


Notes ** Significant at the 0.001 level. 





* Significant at the 0.01 level. 





Source: NES 1996. NES 1998« 







Table 2: Summary of Variables 




1991 

1996 

1998 


Chi2 

df 

Chi2 

df 

Chi2 

df 

Community 

147.45** 

5 

579.33** 

5 

514.04** 

5 

Class 

22.49 

4 

40.10** 

4 

26.17** 

4 

Education 

9.19 

3 

6.39 

3 

7.13 

3 

.Sex 

3.77 

1 

10.81* 

1 

36.38** 

1 

Age 

9.20 

4 

36.72** 

4 

27.25** 

4 

Locality 

8.34 

1 

• 24.08** 

1 

9.91 

1 


Notes-, df stands for degrees of freedom. The Chi2 statistic is the difference in -2 log-likelihoods 
between the final model and a reduced model. The reduced model is formed by omitting an 
effect from the final model. The null hypothesis is that all parameters of that effect are 0. 
** Significant at the 0.001 level. 

* Significant at the 0.01 level. 

Source: NfiS 1996, NES 1998 
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there has been a strong degree of 
continuity between the respective social 
profiles of the two parties. 

However, in terms of finer analysis, wc 
are unable to draw any other robust links 
between the two parties. Instead, what we 
can do is to see what has happened to the 
BJP since 1991. The row percentages 
show that during the 1990s there has been 
absolute growth in support for the BJP+ 
across all the communities. However, to 
.see whether this rise in popularity has 
been evenly dispersed across the board 
we need to look at how the odds ratios 
have changed. 

In the hierarchy of support by 
community little has changed since 1991. 
Relative to the overall electorate, the upper 
castes still give the greatest support to the 
BJP, followed by the OBCs, the scheduled 
tribes, the scheduled castes and the 
Muslims, respectively. However, the odds 
ratios show that there has been a lelative 
decrease in the support from the upper 
castes. Even though more upper castes 
voted BJP+ in 1998 than in 1991. their 
overall dominance has been reduced by 
the greater propensity of the other 
community's to vote BJP+. 

The odds ratios for the upper castes were 
their highest in 1996. However, they 
significantly fell in 1998. Even though the 
odds ratios for the upper ca.stcs voting 
BJP+ were higher in 1991 than in 1998, 
the overall effect of community was lower. 
This indicates that the social cleavages 
were not as pronounced as they later 
became. The Chi2 for community was at 
its highest in 1996. and then dropped a 
little in 1998. However, the disadvantage 
with using Chi2 as a comparative measure 
between samples, ratherthan acomparative 
measure of variables within the same 
.sample as was used in Table 2, is that it 
is sensitive to the size of the sample. Thus 
bigger values are e.spected when big sam¬ 
ples are used. To some degree then the rise 
in Chi2 might merely rcllcct the overall 
rise in popularity for the BJP and not 
indicate a strengthening of social cleavages 
as might first be assumed. To verify this 
we use Phi. The Phi results support what 
Chi2 told us. 

Therefote social profile needs to be 
explored from two angles. Firstly, what 
is the relationship between the move away 
from uppcrcastcs, and the rise in the other 
communities? And secondly, what is the 
overall effect of community? Having ex¬ 
amined how the overall shape of the BJP 
and its allies has changed, we next need 
to examine how these profiles compare 
to those in the three waves of BJP 
expansion. 


Ill 

Regional Expansion 

Does the social profi le of the B JP remain 
constant from the time of its establishment? 
Docs the social profi Ic take the same shape 
in each wave? How do the different .social 
profiles change over the course of time? 

To answer these questions we will test 
the validity of three hypotheses. Firstly, 
that expansion takes the form of a top- 
down conversion. That is, it enters through 
the upper castes, who have traditionally 
been the most likely to vote BJP and would 
therefore be the most receptive to its arrival, 
and then draws in support from the other 
community groups afterwards. The second 
hypothesis is that the social profile on 
entry reflects the BJP+’s profile at that 
time. In this respect we would expect to 
see similar profiles in each of the regions. 
Thirdly, in each phase, or penetration, the 
party redefines itself and explicitly tries 
to appeal to new voters. In this instance 
there would be markedly different profiles 
in each of the regions. Perhaps unsur¬ 
prisingly, the states where the BJP has had 
the longest political presence are the states 
where the BJP is still most popular. The 
.secondary states arc also the second most 
popular. In 1996 the BJP+ vote share 
increased noticeably, and the party is now 
only marginally less successful than it i.s 
in the primary states. In the tertiary states 
the BJP had an almost non-existent 
presence trefore 1989. However, it is in 
the.se states that its growth has been most 
dramatic, rising from 10.2percentin 199* 
to 3.‘5.4 per cent in 1998. 

Table 6 shows the inflow of where the 
BJP+’s support comes from. Whereas 
Table 5 showed the percentage of people 
in each region who voted BJP+, this table 
shows each region as a percentage of the 
total number of people who voted BJP+. 
That is, in 1998.31.4 per cent of the people 
who voted BJP+ came from the primary 
states. The table illustrates how the BJP’s 
reliance on the primary states has dwindled 
over the years. Although the BJP is most 
successful in the primary stales, in 1998 
the largest number of its votes came from 
the tertiary states. This makes the party’s 
expansion into this area all the more 
significant. 

Table 7 shows the column percentages 
for BJP+ support in each of the regional 
groupings. At first glance the table seems 
to paint a rather confusing picture. 
However, by focusing on the changes that 
have taken place in each region, we can 
gain some indication of what each ones 
enduring characteristics are, and thus begin 
to test our hypotheses. 


The proportion of upper castes within 
the BJP fold in the primary states has not 
changed significantly over the three 
elections, with a slight fall between 1991 
and 1998 the values have merely o.scillated 
1 percentage point either side of the 
average, and 1996 value, of 41 per cent. 
Similarly its proportion within the tertiary 
states has not altered much either. That 
leaves us with the .secondary states. It is 
within this region that the big changes 
have occurred. The propmtion of upper 
castes in 1991 was 54 per cent, marking 
it as the mo.st upper caste reliant region 
of all. However, in 1996 its share fell by 
12 percentage points, which was further 
consolidated by an additional fall of 2 
percentage points between 1996and 1998. 
In terms of a move away from the upper 
castes it is therefore in the secondary states 
that the major changes have taken place. 

How do these changes compare with 
what has been happening with the other 
ca-stes? The OBC share has been slightly 
erratic in the primary states. A slight rise 
in its .share betwe''n 1991 and 1996 was 
followed by a slightly bigger drop. The 
overall impression though is of relative 
continuity, in at least insofar as ail the 
changes have basically cancelled each other 
out. In the teriiary states there has been 
a noticeable fall in its .share. However, in 


Table .1 BJP+ Support by Community, 
Column Percent ACES 1991, 1996. 1998 



1991 

1996 

1998 

Hindu Upper 

.■>2 

48 

42 

Hindu OBC 

34 

35 

38 

.SC 

8 

10 

II 

ST 

.■s 

6 

7 

Muslim 

1 

2 

2 

N 

1008 

2318 

2799 


NoiesA') The proportion of the community 
groups within the samples have been 
adjusted so that Uieir st/e is standardised 
over li me. in each year the percentages of 
the groups have been set so that Hindu 
Upper =27 per cent, Hindu OBC = 31 per 
cent. SC = 17 per cent, ST = 8 per cent, 
Muslim = 12 per cent and Other = .S per 
cent. The SC. .ST and Muslim percentages 
arc taken from 1991 Census figures. The 
Hindu Upper and Hindu OHC percentages 
arc derived from the average of their 
respective sizes from the NES7I and 
NES96 sample distributions. Other is a 
residual category, (ii) Because •others’ 
are a heterogeneous grouping, changes in 
their voting behaviour are essentially 
meaningless. Thus toelimmatetheirerieet 
on the overall changes, which might 
disguise changes that are happening in 
other groups, they have been omitted 
from the calculations. However, their 
removal does not substantially alter the 
pattern of what has happen^, it just 
allows for a slightly more nuanced 
analysis. 
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the secondary states its share has 
consistently gone up, rising from 34 per 
cent to 37 per cent to 40 per cent. The 
scheduled castes and Muslims have 
remained fairly stable in the primary states, 
and made some gains in the secondary and 
tertiary states. The scheduled tribes have 
increased their share in the primary states, 
and remained fairly stable in the secondary 
and tertiary states, although their share did 
drop a fraction in 1998. However, for the 
small groups, such as the scheduled tribes 
and Muslims, even small changes in their 
proportion within BJP can be the result 
of significant changes in their voting 
behaviour. Therefore, it is a good idea to 
see how their ixlds ratios have changed. 

The row percentages offer an intere.sting 
in.sight into the voting behaviour of the 
Muslims. In 1991 a negligible number of 
Muslims voted BJP in the secondary and 
tertiary states. They are the last group to 
join the BJP bandwagon. However, as the 
BJP established itself in these states they 
voted for it in greater numbers. The voting 
seems to go in waves. In 1991 they only 
voted BJP in the primary states, where the 
party was already firmly entrenched. In 
1996 they voted in all regions, in greater 
numbers in the primary states and less so 
in the tertiary states. In 1998 they again 
voted in all regions, but this time Just as 
much in the tertiary states. 

This pattern leads to two possible 
conclusions. Firstly, that as the last to 
enter, they are led by the oihercnmmunities, 
thus following a top-down conversion 
proce.ss. But the fact that their growth was 
most evident in the tertiary slates indicates 
that the BJP+ appeals to them (or vice 
versa) when it sets itself up anew. 

The odds ratios provide us with the 
firme.st basis from which to examine our 
hypotheses of social expansion. In order 
for the top-down process to give an accurate 
representation of what has happened, we 
would expect to see the highest odds ratios 
for the upper castes, and the lowest odds 
ratios for the Muslims and scheduled 
castes, in the tertiary slates, lliis is clearly 
not the case as both Muslim and scheduled 
caste support is weakest in the primary 
states and strongest in the tertiary states. 
And the upper ca.stes odds ratios in the 
primary .states are substantially higher than 
t hei r odds ratios i n the tertiary states. Thus, 
due to the lack of corroborating evidence 
we must refute the top-down hypothesis. 

The second hypothesis, that the party 
carries its present profile into the states 
that It penetrates, is slightly more 
problematic. It is somewhat difficult to 
ascertain whether the BJP takes its profile 
with it when it enters new regions for two 


Table 4: BJP+ Suppoiit by Community, Row Percentages 1967, 1991,1996,1998 




_Row Per Cent 




Odds Ratios 



1967 

1991 

1996 

1998 

1967 

1991 

1996 

1998 

Hindu Upper 

IS 

32. 

51 


54 

2.03 

2.31 

2.43 

2.00 

Hindu OBC 

7 

18 

32 


42 

0.86 

1.07 

1.10 

1.23 

SC 

5 

8 

16 


22 

0.60 

0.42 

0.44 

0.48 

ST 

- 

11 

23 


28 

- 

0.60 

0.70 

0.66 

Muslim 

2 

1 

4 


7 

0.23 

0 05 

0.10 

0.13 

Other 

4 

10 

11 


29 

0.47 

0.54 

0.29 

0.70 

All 

8 

17 

30 


37 

- 

- 

- 


- 

Chi2 

.S6 

436 

867 


670 






df 

5 

5 

5 


5 






Phi 

0.1-S7 

0.268 

0.301 

0.288 






Source. 1967, 1996. 1998 NES. 
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Tabij: 5- Regional Expansion of BJP 





_1st Wave 



2nd Wave_ 


3rd Wave 


State 

1952 

1957 

1962 

1967 

1971 

1984 

1989 

1991 

1996 

1998 

BJP Primary 











Delhi 

25.9 

19.7 

32.7 

46.7 

29.6 

18.8 

26.2 

40,2 

49.6 

50.7 

HP 

10.7 

- 

4.5 

19.1 

10.6 

23.3 

45.3 

42.8 

39.6 

48.6 

MP 

4.9 

14.0 

17.9 

29.6 

33.6 

30.0 

39.7 

41.9 

41.3 

45.7 

Rajasthan 

.1.0 

111 

9 3 

10.3 

12.4 

23.7 

29.6 

409 

42.4 

41.7 

Uttar Pradesh 

7.3 

14.8 

176 

22.2 

12.3 

6.4 

7.6 

32.8 

33.4 

36.5 

All 

7.0 

14.0 

16.6 

22 6 

180 

15.9 

21.4 

36.9 

38.4 

41.1 

BJP .Secondary 











Bihar 

0.4 

0.1 

2 3 

II.1 

12.1 

6,9 

11.7 

16.0 

35.0* 

.39.5* 

Gujarat 

- 

- 

1.4 

- 

2.2 

18.6 

30.5 

50.4 

48.5 

48 3 

Haryana 

- 

- 

- 

199 

11.2 

7.5 

9.3 

10.2 

34.9* 

30.5* 

Maharashtra 

- 

3.4 

44 

7.4 

5 2 

lO.I 

23.7 

29 7* 

38.6* 

42.2* 

Punjab 

5.6 

16.0 

1.5.2 

12.5 

4.5 

3.4 

4.2 

. 

6.5 

11.7 

All 

1.8 

5.3 

5.7 

89 

7.6 

9.4 

17.9 

24.9 

36.6 

38.8 

BJP Tertiary 











Andhra 

- 

0.1 

1.2 

1 4 

1.6 

2_2 

2.0 

9.6 

5.7 

50.3* 

A.s.sam 

3.6 

. 

- 

5.5 

2.5 

0.4 


9.6 

15.9 

24.5 

Cioa 

- 

- 

- 

- 

, 

. 

07 

15.6 

13.8 

30.0 

Karnataka 

4.2 

2.5 

2.7 

2.3 

1.9 

4.7 

2.6 

28 8 

24.9 

38.5* 

Kerala 

- 

. 

0.7 

1.4 

1.4 

1.8 

4.5 

4.6 

5.6 

8.0 

Onssa 

- 


- 

06 

0.2 

1 2 

1.3 

9.5 

13.4 

48.7* 

Tamil Nadu 

- 

- 

0 1 

0.2 

0.1. 

. 0.1 

0.3 

1.7 

29 

46.2* 

West Bengal 

5.9 

1.4 

1 1 

1.4 

0.9 

04 

1 7 

11.7 

6.9 

34.6* 

All 

1.5 

0.6 

09 

1.6 

1.2 

1.5 

1 9 

10.2 

9..5 

35.4 

Total 

3.1 

5.9 

6.4 

9.4 

7.4 

7.4 

114 

20.1 

24.9 

36.1 


Notes: 1991: BJP-i- = BJP and Shiv Sena 1996: BJPf - BJP, Shiv Sena, HVP and Samta. 1998. 
BJP+ = BJP, Shiv Sena, HVP, Sarnia, AIADMK. SAD <B), Trinamul Congress, Lokshakti, 
BJD and TDP (NTR). 


Source. CSDS Data Unit 


Table 6: BJP+ Support by Region, Inflow Table 



1952 

19.57 

1962 

1967 

1971 

1984 

1989 

1991 

1996 

1998 

Primary 

62.2 

71.3 

68.8 

65.5 

63.6 

55.5 

48.2 

45.1 

41.6 

31.4 

Secondary 

17.0 

24.6 

25.2 

26 8 

29.4 

35.3 

44.3 

31 3 

40.0 

28.2 

Tertiary 

20.8 

4.1 

6.0 

7.7 

7.0 

9.2 

7.5 

23.6 

18.4 

40.4 


Notes: BJP primary states s Rajasthan, Gujarat, MP, Delhi. UP and HP. BJP secondary stales = 
Karnataka. Bihar, Goa, Maharashtra, Andhra Pradesh, Orissa, Assam, Punjab and Haryana. 
BJP tertiary states = Kerala. Tamil Nadu, West Bengal, North Eastern States. 

Source: CSDS Data Unit. 


Table 7; BjP+ Support by Community by Region, Couimn PERfENTAOES 1991.1996,1998 




1991 



1996 



1998 


Prim 

Second 

Ten 

Prim 

Second 

Tert 

Prim 

.Second 

Tert 

Upper 

45 

54 

39 

44 

41 

39 

43 

40 

40 

OBC 

.38 

34 

45 

39 

37 

40 

36 

40 

38 

SC 

11 

6 

10 

9 

13 

11 

10 

12 

13 

ST 

5 

7 

7 

6 

7 

7 

8 

6 

6 

Muslim 

2 

. 

- 

2 

2 

2 

2 

2 

3 

N 

.541 

327 

92 

1086 

815 

300 

920 

831 

802 


Source: 1996, 1998 NES. 
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reasons. Firstly, we do not have adequate 
data for the emergence of the party in the 
secondary states, and given what we have, 
we cannot assume that the profile at entry 
follows the same course in each of the 
regions. That is, hypothetically, even if the 
early profile of the secondary states 
reflected the profile of the primary states 
of that time, they may both have evolved 
in different ways over the course of time. 
Therefore, even though the profile of the 
secondary states does notclosely resemble 
the profile of the primaiy states now, or 
even since 1991, we cannot rule out the 
possibility that it once did. However, our 
data series does manage to capture the 
initial expan.sion into the tertiary states, 
and its gradual consolidation, so this gives 
us a more robust footing from which to 
speculate. Given this, a further que.stion 
arises. That is, which profile would carry 
through to the tertiary states, that of the 
primary states, or that of the secondary 
states? The question becomes redundant 
on analysis. The profile in the tertiary 
states bears little resemblance to cither 
primaiy or secondary in 1991, 1996 or 
1998, so we must refute the theory. This 
leaves us with third and most likely 
alternative. That is, the party redefines 
itself and tries to appeal todifferent sections 
of society each time it c.stablishes itself 
on new territory. 

In 1991 and 1996the tribal vote bccome.s 
relatively stronger the further the region 
is away from the core. However, this pattern 
is clearly upset by the 1998 results, where 
It is strongest in the primary .slates and 
weakest in the secondary states. The major 
growth has obviously taken place in the 
primary states, but why is this? Perhaps 
this tells us something about the power of 
mobilisation. The trihals' natural impulse 
to vote for the BJP more is when the party 
is an outsider. However, as a group to be 
mobilised, the 'ribals are relatively 
untouched. Thus the BJP is able to appeal 
to them in a way that it could not do to 
the OBCs, SCs and Muslims while still 
maintaining the support of the diehard 
upper caste faithful. In this way it follows 
the classic upper caste — scheduled caste 
mobilisation strategies that were employed 
by Indira Gandhi in the 1970s. Thus, in 
light of the changes in the composition of 
the BJP+ in the different regions that we 
noted from Table 7, we must accept that 
the party shows a preference to mobilising 
different communities in different regions. 
In this sense then it does redefine itself. 

In terms of the overall effect of 
community we can see that the Chi 2 and 
Phi values decrease as the region moves 
further away from the primary states. This 


indicates that caste is less significant in 
the states the BJP has most recently 
infiltrated, and is still most significant in 
the old guard states where the BJP first 
emerged. What does this tell us? Firstly, 
that the cleavages that were set up when 
the Jan Sangh emerged have by and large 
remained in tact. Although the party has 
grown in these states, it has never managed 
to rid itself of its initial cleavages, but 
then, neither has had to. The tertiary states 
are still less castc-based than other states, 
but whereas the primaiy states have only 
increased marginally since 1991, and the 
secondary slates have even decreased, there 
has been a somewhat alarming rise of com¬ 
munity polarisation in the tertiary states. 

IV 

Political Expansion 

Allies are an operational indicator of 
expansion and political credibility. The 
biggest electoral gains that the BJPeombine 


made were in the regions where it had 
allies. How does the profile change with 
this inclusion? Do the allies give the party 
an entrance into other social groups? Or 
do they appeal to traditional BJP voters? 
Do they play a pivotal role in the party’s 
reinvention? Do the allies offer a significant 
account for the widening social base of 
the BJP i n the secondary and tertiary states? 
In the same stale how does support for the 
BJP and its allies compare? To examine 
how respective sources of support for the 
BJP and its allies differ we disaggregate 
the state groupings in which the BJP has 
fought alongside allies. In 1991 and 1996 
this was only in the secondary slates, and 
in 1998 it was the .secondary and tertiary 
states. 

In the secondary states in 1991 all the 
communities gave greater support to the 
BJP than to its allies. However, in 1996 
the balance of power swung, with the 
allies claiming roughly equal, and 


Table 8- BJP+ SuppoRr by Community by Recion, Row PhKCENTAOES 1991, 1996. 1998 




1991 



1996 



1998 


Prim 

Second 

Tcrl 

Prim 

Second 

Ten 

Prim 

Second 

Ten 

Upper 

51 

38 

5 

68 

60 

14 

65 

49 

36 

OBC 

58 

21 

5 

56 

48 

13 

47 

43 

30 

SC 

20 

6 

2 

21 

30 

7 

25 

23 

18 

ST 

18 

17 

3 

31 

35 

9 

42 

23 

17 

Muslim 

4 

• 

- 

8 

6 

2 

7 

6 

7 

O'hcr 

(19) 

(16) 

(-) 

(31) 

(9) 

3 

(42) 

41 

6 

All 

.5.5 

21 

3 

46 

43 

10 

44 

M 

24 


Notes'. Bracketed values when row total is less than 100 
Source: 1996, 1998 NES. 


Table 9. Oods Ratios for BJP + Supp-irt by Community by Reoion. 1991. 1996. 1998 




1991 


1996 



1998 


Prim 

Second 

Tert 

Prim Second 

Ten 

Prim 

Second 

Tert 

Upper 

2 11 

2.31 

1 70 

2 46 1 99 

1 47 

2.56 

1 64 

1.78 

OBC 

1 24 

1.00 

1.70 

1.14 122 

1 35 

1 13 

1 2S 

1.36 

SC 

0 51 

0.24 

0.66 

0.42 0 5’; 

0 58 

0.42 

0,51 

0.69 

ST 

0 45 

0.77 

1 (H) 

0.62 ()7i 

0 89 

0 92 

051 

0 65 

Muslim 

0,08 

- 

- 

0.07 0 08 

0 18 

0.10 

0 11 

0.24 

Other 

(0.48) 

(0.72) 

- 

(0.69) 0.15 

0.28 

(0 92) 

1.18 

0.20 

Chi2 

191 

154 

19 

458 248 

62 

318 

194 

155 

df 

5 

5 

5 

5 5 

5 

5 

5 


Phi 

0.332 

0.302 

0.095 

0..574 0.310 

0.145 

0 .573 

0.278 

0.238 

Source. 1996. 1998 NES. 








Table 10- BJP and BJP’s Allies, Si >port by Community by Reoion. 




Bow Perceni ALES 1991. 1996, 1998 





. 1991 


1996 


1998 



Secondary 

Secondary 

Secondary 

Tcrtiarv 


BJP 

Allies 

BJP 

Allies 

BJP 

Allies 

BJP 

Allies 

Upper 

30 

8 

28 

32 

24 

25 

18 

17 

OBC 

15 

6 

25 

23 

20 

23 

19 

II 

SC 

6 

- 

22 

7 

8 

14 

9 

9 

ST 

15 

2 

31 

4 

20 

4 

7 

10 

Muslim 

- 

- 

3 

3 

4 

1 

4 

3 

Other 

(15) 

(1) 

5 

4 

10 

31 

5 

1 

All 

17 

5 

23 

20 

18 

19 

14 

II 


Source: 1996. 1998 NES. 
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marginally greater support amongst the 
OBCs and upper castes, respectively. The 
scheduled castes and scheduled tribes still 
gave greater support to the BJP than to 
thcallies, and the Muslim vote wasdivided 
evenly between the two. In 1998 however, 
the allies incrca.sed their support relative 
to the BJP amongst the scheduled castes 
as well, leaving only the scheduled tribes, 
and the Muslims to a small extent, preferring 
to vote for the BJP than its allies. 

Table 11 shows the complete picture of 
support by region for the BJP and its’ 
allies. The social base of the allies needs 
to be analysed both internally, comparing 
the differences between regions and over 
time, and externally, comparing it to the 
profile of the BJP. 

The allies have two types of social base. 
The first wave of allies, those in the 
secondary states, has much more support 
amongst the upper castes and OBCs than 
they do amongst the other communities. 
Compared to the tertiary allies, the odds 
ratios for the SC. ST and Muslims are very 
low in the sccondaiy stales. However, the 
profile is somewhat different in the tertiary 
states. Although the odds ratios are .still 
highest, by quite a margin, for the upper 
castes, there are a number of com¬ 
munities with odds ratios around, or 
just below one. The scheduled castes, 
scheduled tribes and Muslims, all have 
odds ratios that, relative to their other 
odds ratios in other regions and years, 
are high. Although the odds ratios for 
these communities do not set individual 
precedents, they do mark a significant 
collective increase. This is reflected by 
the very low values of Phi and Chi2. of 
which the Phi value is the lowest ever, 
second only to the value for the tertiary 
states in 1991. 

By comparing the social profile of the 
BJP with that of its allies in the tertiary 
States in 1998 wc can see how the inclusion 
ofallies ct fects the social base of the BJP. 
In the tertiary states the upper castes, SC, 
ST and Muslims, all offer relatively greater 
support to the allies than to the BJP. This 
leaves the BJP somewhat OBC dominant, 
and weaker among the other castes. This 
suggests two things. Firstly, in the 
tertiary states the upper castes do not 
have the same affinity with the BJP as 
they do in the primaiy states, which may 
be partly due to the fact that in the tcniaiy 
states the BJP is not the preserve of the 
upper castes. Thus, the upper castes, the 
SC, ST and the Muslims all prefer the 
allies to the BJP. although probably each 
for somewhat different reasons. 

To what extent has the BJP gained from 
its acquisition of allies? The social base 


of the BJP cannot be isolated purely by 
looking at who votes for the BJP. 
Depending upon seat sharing arrange¬ 
ments, voters who are committed BJP 
supporters may be forced into voting for 
one of their allies. Therefore, an interesting 
exercise is to see which party respondents 
would have voted for if there had been no 
alliances, in 1998. Table 12 shows the 
parties that respondents said they would 
have voted for if there had been no alliances. 
In the secondary states the BJP not only 
retains more of its own vote, but also 
claims more of the allies vote compared 
to the tertiary states. This indicates that 
the leaning of those who voted for the 
allies is much stronger towards the BJP 
in the secondary states. Due to the reduced 
sample size that table produces, there arc 
not enough cases to say anything 
meaningful about the STs and Muslims. 
Therefore they have been discounted. 
However, what isclearisthatasignificantly 
higher percentage of upper castes would 
have voted BJP in the secondary states 
than in the tertiary states. This gives greater 
.support to the view that the allies in the 
tertiary states appeal to the less traditional 
BJP voter, thus giving the BJP an entry 
into social groups that would not normally 
vote for them. 

Conclusion 

So how has the BJP expanded? What 
effect has its regional and political 
expansion had on its social base? The 
regional expansion of the BJP has been 
inter-twined with a distinct three tiered 
growth in its social appeal. To a large 
extent the presence of its political allies 
have aided this process, and allowed the 
party to gain a foothold in new territory. 
The relationship between the three forms 
of expansion is undoubtedly connected. 
However, as far as causal relationships go 
the direction is unclear. One can safely 
assume though that the BJP has been an 
active participant in determining which 
course its social expan.sion takes. And as 


for those who say that the BJP has little 
in common with most of its allies, it would 
seem that the selection criterion relies more 
on the allies' social appeal than on their 
ideological stance. In this respect the mobili¬ 
sation .strategies that the BJP have employed 
have been very carefully orchestrated. 

In each succe.ssive step that the BJP 
makes away from its homeland of the 
primary states, the groups that have 
expanded the most also move a step down 
the ladderof the patty’s traditional support 
base. Thus in the primary states, which 
represent the core of the party’s stronghold, 
its core source of .social support, that of 
the upper castes, has remained in tact. The 
only other community that has been 
.significantly mobi li.sed in this region is the 
scheduled tribes. 

Moving one step away, into the secon¬ 
dary states, it is the OBCs, who overall 
are the second most likely group to vote 
BJP, who have made the most significant 
increases in their propensity to vote for 
the parly. The states in this region have 


Table 12: PARnr Vortu, by Single Party 
Preeerence. by Region, 1998 



Secondary 


Tertiary 



BJP Allies Other 

BJP 

Allies Other 

BJP 

93 4 3 

81 

6 

13 

Allies 

37 54 9 

25 

66 

9 


Notes: Question in 1998 was "In this election 
most of the parties joined hands and 
formed new alliances. Suppose there 
wa.v no alliances between the parties 
* • and they were all contesting elections 
separately. To whom would you have 
caste your vote for in that case?” 

Source: 1998 NES. 


Table 13 Voteo Ai lies, by Singij- Party 
Preference, bv Community by Region, 1998 



Secondorv 



Tertiary 


BJP 

Allies Other 

BJP 

Allies Other 

Upper 

46 

46 

8 

31 

60 

9 

OBC 

38 

52 

10 

19 

74 

7 

SC 

18 

69 

14 

26 

64 

10 


Source: 1998 NES. 


Table 11: Odds Ratios FOR BJP and BJP’s Allies, Support by Community by Region, 1991.1996, 1998 




1991 



1996 




1998 




Pnm 

BJP 

.Secondary 
BJP Allies 

Ten 

BJP 

Pnm 

BJP 

Secondary 
BJP Allies 

Ten 

BJP 

Prim 

BJP 

Secondary 
BJP Allies 

Tertiary 
BJP Allies 

Upper 

2.11 

2.09 

1.65 

1.70 

2.46 

1.30 

1.88 

1.47 

2.36 

1 44 

1.42 

1.35 

1.65 

OBC 

1.24 

0.86 

1.21 

1.70 

1.14 

l.ll 

1.19 

1.35 

1.13 

1.14 

1.27 

1.44 

1.00 

SC 

0.51 

0.31 


0,66 

0.42 

0.94 

0.30 

0.58 

042 

0.40 

0.69 

0.61 

0.80 

ST 

0.45 

0.86 

0.39 

1.00 

0.62 

1.50 

0.16 

0.89 

0,92 

1.14 

0.18 

0.46 

0.90 

Muslim 

0.08 

- 

- 

- 

0.07 

0 10 

0.12 

0.18 

0.10 

0.19 

0.04 

0.26 

0.25 

Other 

(0.48) 

(0.86) (0.19) 

- 

(0.69) 0.18 

0.17 

0.28 (0.92) 0.51 

1.92 

0.32 

0.08 

Chi2 

191 

no 

40 

19 

458 

77 

178 

62 

.318 

78 

112 

108 

45 

df 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

Phi 

0.332 

0.255 0.153 

0.095 

0.374 0.173 0.262 0.145 0.373 0.176 0.211 

0.198 0.128 


Stmn e: 1996,1998 NES. 
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a profrte moTe similar to the primary 
than the tertiary states do. This is illustrated 
by the social base of the allies, which is 
relatively strong amongst the upper castes 
and OBCs and relatively weak amongst 
the other communities. It thus reinforces 
the overall mobility drive, with both BJP 
and allies working in tandem to appeal to 
similar sorts of people. 

The third tier of scheduled castes and 
Muslims have emerged most strongly in 
the tertiary states. In these states the BJP's 
reliance on its allies, both as a vote winner 
and as an entry point into other social 
groupings, is at its strongest. Whereas in 
the secondary states the partnerships mainly 
took the form of BJP led alliances, in the 
tertiary states the alliances are generally 
regionally led, with the BJP supporting 
from the outside. Party’s such as the 
AIADMK, TDP and Trinamool Congress, 
and to a lesser extent the BID, carry more 
weight locally than the BJP. Thus the BJP 
prospers by association, and without them 
would mo.st probably become marginalised. 

It is in the tertiary states that the lc.ss 
traditional BJP voters have become more 
enfranchi.scd. similarly it is the presence 
of the allies that brings most support from 


these social groups. With the BJP on its 
own gaining little favour with anyone other 
than the upper castes and the OBCs, its 
political future lies in the hands of its 
allies. The bigge.st gains that the BJP made 
have been in these states, which now also 
con.stitutc its largest source of support. So, 
as the BJP pushes to establish itself at the 
centre once again, the role of the allies in 
the these states will become more important 
than ever. 

In a sen.se then, there are three parties. 
Admittedly they arc not completely 
independent ones, but nonthele.ss - they 
arc each distinctive in their own way. Each 
one has played a signiHcant role in helping 
the BJP become the national party that it 
is today. It has only been by delicately 
redefining itself and its social base that 
the party has been able to spread its wings 
and leave its nesting place of north India. 
Although much of the momentum for this 
change has come from within the party, 
the transition has only been finally possible 
because of the help it has received from 
parties outside. This help though, seems 
to be somewhat illusory. The allies, espe¬ 
cially in the tertiary states, have not 
provided a push for the BJP to reach a firm 


hand-hold, but have provided the hand¬ 
hold itself. If the allies were to let go then 
in all liklihuod the BJP would have a long 
way to fall. 

Notes 

[Many thanks ore due to Yogendra Yadav and 
Anthony Heath, who were both great sources of 
help in preparing the outline for this paper, and 
to the CSDS Data Unit in general, and Himanshu 
Bhattacharya m particular, for assistance with 
the aggregate data 1 

1 The SPSS syntax used to run this logistic 
regression is- 

Logistic regression BJP 

/Method = enter comm occup educ age sex 

locality 

/Contrast (Comm) = Deviation 
/Contrast (Educ) = Deviation 
/Contrast (Age) = Deviation 
/Contrast (Sex) = Deviation 
/Contrast (Locality) = Deviation 
/Criteria pin (.O.i) Pout (.lU) iterate (20). 
Note that as Sex is a binary variable we do not 
need to write a Contrast statement for it. 

2 Foradctaileddescriptionofhowthecommunity 
variable was constructed, see appendix XX of 
Congress paper by Anthony Heath and 
Yogendra Yadav. 

3 Similarly, fur explanation of the Class vonable 
see appendix XX 

4 Similarly, for a methodological note on the 
National Election Surveys .sec appendix XX 
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The United Colours of Congress 

Social Profile of Congress Voters, 1996 and 1998 

Anthony Heath 
Yogendra Yadav 

Though the decline of the Congress in Indian politics has been discussed, the changes in the social profile 
of Congress voters has been ill-researched and therefore little understood. Congress has been a ‘catch¬ 
all’ party and at the aggregate national level its support has cut across caste and class divides. But a study 
of election results from indi vidual .states shows that Congress support does vary with caste and class depending 
on its major rival. At one time the Congress hod acquired and cultivated a diverse social profile through 
active political mobilisation. Today, it is reduced to picking up the leftover votes that other political parties 
have not mobilised. ■ ■ * 


I 

Introduction 

THE decline of the Congress is in many 
ways the story of Indian politics in the 
199()s. In popular as well as academic 
accounts the changes in the structure of 
political competition in this decade arc 
seen as a consequence of the decline of 
the Congress which is largely seen as an 
autonomous occurrence. The decline has 
been so swift and yet so decisive that it 
is easy to forget how surprising it was. 
Like must entrenched parties of long 
standing democracies, the Congress too 
has lived to read many of its obituaries. 
Not only did it survive the death of Nehru, 
it also survived the virtual dismemberment 
of its organisational structure under his 
daughter. It survived the loss of power at 
the centre and then even the death of Indira 
Gandhi. Against this background the 
steady decline in the national vote share 
of the Congress in all the Lok Sabha 
elections after the unprecedented victory 
in 1984 is indeed surprising. The forth¬ 
coming mid-term election may slowdown 
or at best halt this steady decline, but is 
unlikely to result in its reversal. 

While the story of the decline of the 
Congress at the national level and its 
marginalisation in some crucial states is 
too well known to need recapitulation 
here, one crucial aspect of the story is 
rather ill-researched and therefore little 
understood. This aspect concerns the 
changes in the social profile of Congress 
voters that accompany its overall decline. 
In the past the most notable feature of 
Congress support has been its evenness, 
both geographical and social. It appeared 
to have drawn its support equally from all 
parts of the spectrum, and this gave Indian 
politics the appearance of politics without 
distinctive social cleavages [see for 
example Sheth I97S|. In popular wisdom 


the Congress was seen as a party that 
always drew upon captive ‘vote banks', es¬ 
pecially among the socially disadvantaged 
groups, and its decii ne is seen as a function 
of the loss of these vote banks. Even those 
who do not buy the mythology of com¬ 
pletely polarised ‘vote banks’ do think 
that the decline of the Congre.ss is a func¬ 
tion of the erosion in its capacity to retain 
the political loyalty of the socially dis¬ 
advantaged communities all over the 
country. Survey evidence of the elections 
in the 1990s, however, seems to contradict 
this understanding. Various accounts of 
the social basis of Congress support suggest 
that the party continues to be the ‘catch¬ 
all’ formation it always was. It continues 
to draw almost equal support across the 
various .social cleavages that have been 
articulated in the arena of electoral politics. 

In this paper we seek to resolve this 
tension between political perception and 
survey evidence. We believe that an 
analysis of the social compo.sition of the 
Congress vote in the 1990s is of broader 
significance than the Indian context. It 
illustrates the pressures faced by a catch¬ 
all party when it faces competition from 
cleavage-based formations. The rise of 
parties such as the Bharatiya Janata Party 
(BJP) and the Bahujan Samaj Party (BSP) 
which do, more or less explicitly, appeal 
to distinctive social groups, indicates the 
rise of cleavage politics in India. This is 
in sharp contrast to western democracies 
where the talk is all about the decline of 
cleavage politics [Franklin et al 1992]. 
The decline of the Congress illustrates the 
failure of a catch-all party to handle 
cleavage-ba.sed pressures. A careful 
analysis of this failure needs to take into 
account another autonomous dimension, 
namely, that of regional differentiation. 
The last decade, or the ‘third electoral 
system' (see Yadav in this issue), has seen 
an increasing geographical fragmentation 


of the Indian electorate, with majorregional 
parties strengthening their position. State, 
rather than the nation, has emerged as the 
effective arena of political choice. 

Our concern in this paper is with the 
implications of these developments for 
the basis of Congress support. We argue 
that the decline of the Congress is linked 
to both these aspects, the social and the 
regional. At the all-India level Congress 
still draws its support fairly evenly from 
across the .social spectrum. But our con¬ 
tention is that this is largely a consequence 
of a variety of contradictory tendencies at 
the state level which cancel out overall. 
This point has been made before by 
Chhibber and Petroeik (1990) who drew 
attention to the geographical diversity of 
Con|ress politics. They were able to show 
that the social basis of the Congress vote 
varies from state to state although they 
stopped short of providing a systematic 
account of the nature of this geographical 
diversity. 

We agree with Chhibber and Petroeik 
that, in order to understand contemporary 
Indian politics, it isessential to disaggregate 
and to move down from the all-India level 
and to look at finer distinctions within the 
Indian electorate. We go further and argue 
that a key factor in explaining the geo¬ 
graphical diversity in Congress support is 
the nature of party competition. For 
example, we shall show that Congress 
draws on different social groups when it 
is in competition with the BJP than it does 
when it is in competition with the Left 
Front. This suggests that we should divide 
up the Indian electorate according to the 
nature of party competition in each state. 
This has the dual advantages of having a 
theoretically powerful basis of classi¬ 
fication and of having reasonably large 
groupings where oui sample surveys can 
yield reliable results. The last point is not 
trivial, for one major problem with 
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Chhibber and Petrocik’s analysis is that 
they were reduced to very small sample 
sizes in their state-by-state analysis and 
some of their results could well have been 
due to sampling error rather than to real 
differences between states. 

Our strategy in this paper, therefore, is 
to disaggregate the Indian electorate so as 
to classify states according to the nature 
of patty competition. Broadly speaking 
(and recognising that there is in practice 
considerable local complexity) we can 
distinguish five main groupings, the final 
one of which we subdivide. 

First, we have states such as Delhi, 
Rajasthan, Madhya Pradesh. Himachal 
Pradesh and Gujarat, where the 1990s 
have witnessed a direct contest between 
the Congress and the BJP. Any third 
contender - such as the RIP in Gujarat - 
has proved to be a short-lived pheno¬ 
menon. 

Second, there is another, smaller group 
of states, namely, Kerala, West Bengal 
and Tripura, where there has typically 
been two-party competition, but this time 
involving Congress against the Left. The 
entry of the Trinamool Congress in 1998 
complicates this picture somewhat in West 
Bengal, but does not alter the basic Left 
vs rest nature of electoral contest. 

Third, there are a number of states where, 
in recent elections, the main contenders 
have been Congress and a regional party. 
For our purpo-ses a regional party is not 
defined in ideological terms but simply as 
a party whose electoral support is confined 
effectively to one or two states. In this 
grouping we have placed Andhra Pradesh 
(where the main regional party is Teiugu 
Desam (Naidu) (TDP(N)); Assam, Asom 
Gana Parisad (AGP); Goa, United Goan 
Democratic Party (IJGDP) and Maharash- 
trawadi Gomantak Party (MGP); Megha¬ 
laya, Independent (Ind); Pondicherry, 
Dravida Munnetra Kazhagam (DMK) and 
All India Anna Dravida Munnetra 
Kazhagam (AlADMK); Punjab, Shiromani 
Akali Dal; and Tamil Nadu DMK and 
AIDMK among others. The 1998 election 
saw the BJP mark its presence in many 
of these states, but basically as an adjunct 
to its ‘regional’ ally. 

For sonw purposes it is useful to dis¬ 
tinguish another kind of regional contest 
where the BJP has emerged as a party with 
substantial presence in its own right. The 
BJP has entered into alliance with a regional 
^arty in each of these, but it is a substantial 
presence in its own right in these states. 
In this category we include Haryana 
alliance with Haryana Vikas Party (HVP) 
till recently; Maharashtra, alliance with 
Shiv Sena (SS); Karnataka, alliance with 


Lok Shakti (LS); and Orissa, alliance with 
Biju Janata Dal (BJD). 

Finally, we have two states where the 
1990s have seen a multi-party competition, 
reducing the Congress to the status of a 
minor party. Thus in Bihar the competition 
is between Congress, the BJP, Samata 
Party (SAP) and the JD (later the Rashtriya 
Janata Dal (RID)) while in Uttar Pradesh 
there has been a four-way competition 
involving Congress, the BJP. the BSP and 
the Samajwadi Party (SP). 

That leaves a few states and union 
territories including Jammu and Kashmir 
and several small hill states of the north¬ 
east. Since there is no reliable survey data 
on these states, we have excluded these 
from our classification and subsequent 
analysis. But in principle all these can be 
put under one or the other of these 
categories. 

Tables I and 2 show the distribution of 
the vote in these five types of contest in 
the 1996 and 1998 elections, respectively. 
As we can see, there were very substantial 
differences in the patterns of party support 
in these five broad groupings, and the 


patterns were fairly stable over the course 
of these two elections. There is of course 
considerable variation within each of the 
groupings in the actual level of Congress 
support, no doubt depending on particular 
state-level factors, and we would not wish 
to claim that the groupings make all state- 
level analysis redundant. We shall try to 
show, nonetheless, that these groupings 
have considerable explanatory potential. 

While there have been considerable 
changes over time in the nature of party 
competition in India, it is noteworthy that 
broadly comparable groupings can be 
found in earlier periods loo. In Table 3 we 
construct an analogous grouping for 1967. 
The choice of the 1967 election as a point 
of reference is guided by the fact that it 
is only in 1967 that the non-Congress 
parties gathered enough support to allow 
us to carry out any analysis of their .siKial 
profile. In terms of data availability, 1971 
is a better point, for the survey that year 
was more comprehensive. However, the 
existence of various pre-poll alliances - 
the grand alliance of the major opposition 
parties and the Congress-CPl alliance - 


Table I: Vote Shares by Major Party Groupings in Five Types of 
Contest in Lok Sabha Elections, 1996. 


State 

INC+ 

BJP^ 

JD 

LF 

BSP 

IND 

Others 

INC vs BJP contests 








Delhi 

.17.3 

49.9 

4.2 

0.4 

0.0 

3.4 

4.7 

Gujarat 

38.7 

48.9 

0.4 

0.1 

0.4 

7.5 

4.1 

Himachal Pradesh 

.S4.3 

39.8 

0.2 

1 4 

0.7 

1.5 

2.1 

MP 

31.0 

41.5 

l.l 

0.8 

8.2 

9.6 

7.9 

Rajasthan 

40.5 

43.5 

2.6 

0.6 

1.3 

72 

4.2 

INC vs LF contests 








Kerala 

45.7 

5.7 

4.4 

36.1 

0.2 

2.8 

5.1 

W Bengal 

40.2 

7.0 

0.4 

48.7 

0.1 

2.0 

1.6 

Tripura 

34.1 

6.5 

0.3 

52.4 

0.0 

0.9 

5.7 

INC in Multi-party Contests 







Bihar 

12.99 

35.04 

33.23 

5.92 

0.63 

5 48 

6.71 

UP 

8.14 

34.44 

25.10 

1.06 2 

:0.6I 

6.55 

4.10 


1NC+ BJP+ 

LF 

Regional 


Other 

IND 

INC vs regional parties 








Andhra Prade.sh 

39.3 

5.7 

5.3 

TDP(N).32.6 

13.4 

3.6 

Assam 

31.6 

16.0 

3.9 

AGP.27.2 


8.6 

11.7 

Goa 

34.4 

13.8 

0.9 

UGDP:22.7 


22.7 

1.5 

Meghalaya 

53.6 

9.1 

1.4 

IND:35.8 


0.0 

0.0 

Punjab 

35.1 

6.6 

4.3 

SAD; 28.7 


15.1 

7.6 

Pondicherry 

40.0 

4.4 

00 

DMK:39.9 


9.3 

6.4 

Tamil Nadu 

26.1 

3.0 

4.1 

DMK+TMC{M):52.8 

9.5 

3.1 


INC+ 

BJP 

BJP ally 

JD 

Other 

IND 

INC vs BJP led Regional 








Haryana 

22.6 


19.7 

HVP 15.2 

1.5 


10.2 





SAP 19.0 




Karnataka 

33.4 


24.9 

- 

.34.9 


4.2 

Maharashtra 

34.8 


21.8 

,SS 16 8 

3.3 


9.7 

Orissa 

44.9 


13.4 


30.1 


5.7 


Notes. Parties represent pre-poll aliances. BJP+ - BJP, SS, HVP and SAP. INC+ = INC and 
AlADMK. LF = CPI, CPM, FBL and RSP (plus left supported independents in Kerala). 
Source; CSDS data unit 
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in that election prevents us from obtaining 
a clear picture of individual party pre¬ 
ferences. 

II 

All-India Picture: 1967, 

1996 and 1998 

Our central concern is to explore where 
the Congress vote comes from in our five 
types of parly competition. Before pro¬ 
ceeding to this disaggregated analysis of 
the social base of voting, however, it is 
useful to look at the all-India picture to 
provide us with a baseline for compari.son. 
Our main sources are the National Election 
Study (NES) of 1996 and 1998. For com¬ 
parison, we also go back to the first ever 
nationwide survey ot the Indian electorate 
carried out by the CSDS in 1967. We 
should however note that the 1967 survey 
was a relatively small one and restricted 
to male electors. Resultsfrom 1967 .should 
therefore be treated with caution. 

For a first look at the data we restrict 
ourselves to asimpic classificatory scheme, 
a composite measure of caste and religion 
which we shall term for short a measure 
of ‘community’ (see Appendix 3 for 
technical details). The measure di.sting- 
uishes the following six community 
groupings; (1) Hindu uppercastes; (2) Hindu 
backwardcastesorthe ‘OBCs’; (3) schedule 
castes or ‘dalits’; (4) scheduled tribes or 
‘adivasts'; (5) Muslims; and (6) other reli¬ 
gious groups (non-SC/ST Christians, Sikhs 
and remainders). We are conscious of the 
fact that the.se ‘communities’ do not 
represent the primary social cleavages at 
the ground level. The.se communities arc 
themselves aggregates of a large number 
of lived-in social communities. In later 
analysis we plan to use a finer classi ftcation 
of ‘jati’ groupings (in particular dis¬ 
aggregating the OBC), but the present 
classification should be adequate to give 
us a first cut of the broad picture of the 
social basis of Congress support 

We begin, in Table 4, with the picture 
for 1967. Among respondents to the survey, 
50 per cent reported that they had voted 
for Congress. As we can see, the figures 
for the different community groups are all 
fairly close to this overall figure of SO per 
cent; they range from a low of 45 per cent 
among Muslims to a high of 57 per cent 
among dalits. All these figures will be 
subject to sampling error, and we have in 
fact had to exclude the figures for adivasis 
since the base N is a tiny 30 respondents. 
Some of the differences are in fact 
statistically significant but the magnitude 
of the differences is relatively small. The 
overall picture, therefore, is the con¬ 
ventional one that Congress support did 


not vary strongly by community group at 
the all-India level. 

At the all-India level the picture had not 
changed greatly by 1996. In 1996 31 per 
cent of our respondents reported that they 
had voted for Congress. Table 5 shows 
that the proportions of dalits. Muslims and 
especially adivasis supporting Congress 
were higher than the overall average of 31 
per cent, while the proportion of OBCs 
supporting Congress was lower than the 
overall average. This pattern was again 
repeated, as Table 6 shows, in the 1998 
Lok Sabha election. 

It is not, then, quite correct to .say that 
Congress recruits a representative cross- 
section of the electorate, even at the all- 
India level. There does seem to be a fairly 
stable social profile to Congress support, 
and it is notable that hints of the same 
profile can be found as far back as 1967. 
Thus in all three surveys the OBCs were 
less inclined than other groups to support 
Congress while the dalits and adivasis 
were more inclined towards Congress than 
were other community groups. The only 
exception arc the Muslims, whose pattern 
of support appears to have been .somewhat 
variable over time. Given the uncertainty 


about the 1967survey, however, we should 
be extremely cautious about reading too 
much into this change (and it is perhaps 
worth noting that the 1971 survey showed 
the more usual pattern of Muslims 
supporting Congress). 

It is, however, fair to say that, at this 
all-India level, the magnitude of the group 
differences in support for Congress is 
relatively small. A useful measure of the 
magnitude of the group differences is the 
odds ratio. We can for example, look at 
the odds of supporting Congress or soriK 
other party among members of a particular 
community group and compare this with 
the odds of supporting Congress in the 
sample as a whole. This will give us a 
measure of how distinctive a particular 
groupis. Forexample, in 1998,47 percent 
of adivasis voted Congress while 53 per 
cent voted some other party - odds of 
47:53 or 0.89:1. In 1998, the overall level 
of support in the survey for Congress was 
30 percent giving odds of 30; 70 or 0.43:1. 
The ratio of these two odds is 2.07:1. A 
ratio of 1:1 would indicate that the odds 
of supporting Congress was exactly the 
same in the group in question as it was 
overall, while odds larger than 1:1 would 


Table 2; Vote .Shanes by Major Pariv Grouhngs in Five Types of 
Contest in Lok Sabha Elections, 1998. 


Slate 

INC 

BJP 

LF 

BSP 

Other 1 

Other 2 

IND 

Others 

INC vs BJP 

Delhi 

42.7 

50.8 

_ 

2.3 

JD: 2.5 

~ 

0 5 

1.4 

Gujarai 

36.5 

48.3 

0.1 

- 

AIRJP.10.2 

JD: 2.9 

1.1 

0.9 

Himachal 

43.6 

48.6 

0.7 

1.5 

- - 

- 

- 

5.6 

MP 

39.4 

45.7 

0.9 

8.7 

- 

- 

1.3 

40 

Rajasihan 

44.5 

41.7 

1.9 

2.1 

- 


3.8 

6.0 

INC vs LF 

Kerala 

38.7 

8.0 

32.0 

0.1 

MUL; 5.0 

KECM: 2.4 

6.8 

7.0 

Tripura 

42.1 

8.2 

48.8 

- 

- 

- 

0.3 

0.6 

W Bengal 

15.2 

10.2 

46.8 

0.2 

WBTC: 24.4 

- 

1.0 

2.2 

INC in multi-party 
contest 

Bihar 

7.4 

23.5 

3.9 

0.5 

RJD; 26.3 

SAP-16.0 

2.0 

20 4 

UP 

6.0 

36.5 

0.4 

20.9 

SP; 28.7 

- 

2.8 

4.7 


INC 

BJP 

LF 

BSP 

Other 1 

Other 2 

IND 

Others 

INC vs regional 

Andhra Pradesh 

38.5 

18.3 

55 

0.2 

TDP: 32.0 

AIMIM: 1.5 

1.7 

2.3 

As.sam 

39.0 

24.5 

4.2 

- 

AGP: 12.7 

ASDC: 2.2 

9.5 

7.9 

Goa 

31.6 

30.0 

- 

- 

UGDP: 24.9 

MAG: 13.2 

0.3 

- 

Meghalaya 

47.6 

9.0 

1.4 

- 

UDP: 25.5 

HPDP: 7.4 

- 

9.1 

Punjab 

25.9 

11.7 

4.5 

12.7 

SAD: 32.9 

JD;4.1 

4.9 

3.3 

Pondicherry 

32.1 

- 

- 

0.6 

DMK;41.1 

ADMK: 25.1 

0.2 

0.9 

Tamil Nadu 

4.8 

6.9 

3.1 

0.2 

ADMK+:25.9 

TMC+DMK;20.2 

2.5 

36.4 


INC 

BJP 

LF 

BSP 

BJP ally 

Other 

IND 

Others 

INC vs BJP-led regional 
Haryana 26.0 

18.9 

0.5 

- 7.7 

HVP: 11.6 

HLDR: 25.9 

1.2 

8.2 

Karnataka 

36.2 

27.0 

0.1 

0.6 

LS: 11.5 

JD: 21.7 

0.8 

2.1 

Maharashtra 

43.6 

22.5 

0.7 

0.8 

SHS: 19.6 

RPI; 4.1 

2.4 

6.3 

Orissa 

41.0 

21.2 

1.4 

0.3 

BJD: 27.5 

JD; 4,9 

0.4 

3.3 


Notes: 1NC+ = Muslim League and UDF; BJP+ = SHS, HVP, SAP. AIADMK, SAD (B), Trinamul 
Congress. LS, BJD, TDP (NTR); LF = CPI, CPM, FBL and RSP. 

Source: CSDS data unit. 
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indicate stronger support in the parti- 
cuVm group, and odds bcVow \-.\ wouid 
indicate lower support. In this way we 
can use the odds ratio to tell us how 
distinctive apatticular group is in its voting 
pattern. 

Odds ratios have anumber or convenient 
statistical properties, and they arc parti¬ 
cularly useful for maldng comparisons 
over time or between state groupings. Their 
main advantage is that they in effect take 
account of changes in the overall level of 
suppon for a party and thus enable us to 
make comparisons between elections or 
regions when the overall level of support 
is rather different. Table 7 shows the odds 
ratios for the 1967, 1996 and 1998 
elections. 

Table 7 suggests that there wii'. actually 
slightly greater variation in the odds latios 
in the 1990s than there had been in the 
1960s. In 1967 all the odds ratios were 
quite close to 1:1. ranging from 0.90 to 
1.20. The range was substantially higher 
in 1996 and higher still in 1998, ranging 
from 0.72 for the OBCs to 2.07 for the 
adivasis. At the all-India level, then, there 
does seem to have been a clear increase 
in the extent to which the various 
community groups di ffered i n their support 
for Congress. In this sense the social basis 
of Congress support has become more 
distinct over time. 

We can test formally whether the odds 
ratios have remained constant over time 
by using a log-linear model (Appendix 1). 
We r^t to the data a model which postulates 
that support for Congress varied from 
election to election, that support for Con¬ 
gress varied from one community group 
to another, but that this relationship 
between Congress support and community 
remained the same in all three elections 
(see Appendix I fordetails). What we find 
is that the hypothesis of constant odds 
ratios has to be rejected (p <0.001). This 
confirms more rigorously the conclusion 
we had drawn from Table 7. That is. at 
the all-India level, the conventional 
wisdom that Congress received more or 
less equal suppon from all community 
groups alike is less true than it used to be. 

A look at voting by class (see Appendix 2 
fordetails) for the 1996 and 1998 elections 
in Tables 8 and 9, respectively reveals a 
substantially similar picture. While the 
BJP vote displays a steep slope in favour 
of the upper classes and the LF and BSP 
vote shows an opposite slope, the vote for 
Congress is evenly spread across all classes 
in 1996. The pattern for 1998 is a little 
more erratic, but it also shows that the vote 
for Congress is not concentrated in some 
classes. The survey data at our disposal 


does nQtpcTOvt.ac\as,%wvdfcTi.ioi \YvaX 
can striclty compared to these two 
elections. But it may not be off the mark 
to think that at the national level the suppon 
for Congress has continued to be spread 
across the class divide in the entire post- 
independence period. 

lU 

DifTrentiation in Congress Era 

Now wc move on to consider the pattern 
of social support for Congress in different 
types ot contest in the Congress era by 
taking up 1967 election as an example. 
Table 10 shows the relationships between 
community and vote in the four types of 
contest that wc were able to distinguish 
in 1967. 

Barring a few cells Table 10 does not 
show any striking difference in the support 
ba.se of the Congress in different categories. 
Congress appears to be weak among the 
upper castes in the contest agianst the Left 


and slronger among daWls 
in all the categories. Unfortunately, the 
small sample size of the 1967 survey at 
the regional level also renders the picture 
rather confusing and unreliable. What we 
need to do here is to conduct .some formal 
statistical te.sts which tell us whether there 
were any statistically .significant dif¬ 
ferences in the bases of Congress support 
in the four types of contest. Table 11 
therefore shows the pattern of Congres.s/ 
non-Congressodds ratios in the four types 
of contest and indicates which ones arc 
signiticantly different from the all-India 
pattern. As we cab see. there were some 
signiHcant results only in the case of the 
contests between Congress and the Right. 
In particular, the odds of the upper castes 
.supporting Congress were signiHcantly 
poorer in these contests (an odds ratio of 
0.67:1) than they were in general (0.96:1). 
Conversely, the odds of dalits supporting 
Congress were significantly greaterin this 


Tabi.f. .1. VoTF Shakes by Major Party Groiimncs in Four Tyh-s of Contest in Uik Sabma 

Ei,ections, 1967. 



INC 

The Right 
SWA BJS 

The Left 
Com Soc 

Reg 

Ind 

Other 

INC vs the Rifilil 

Gujarat 

46.9 

39 9 

- 


1 7 

- 

9.5 

2,0 

Madhya Pradesh 

40.8 

2.7 

29 6 

1 4 

Sil 

- 

13 7 

3.2 

Orissa 

31.3 

30 9 

0 6 

3,9 

20 5 

- 

108 


Rajasthan 

40.0 

27 0 

10.3 

5 2 

2.7 


14 8 

- 

Uttar Pradesh 

33 4 

48 

22 2 

49 

140 

- 

17.1 

4.1 

INC vs the Left 

Bihar 

34 8 

3 4 

II.1 

10 2 

26 4 

- 

14 0 

1 3 

Kerala 

36.2 

2.3 

1.4 

.32 6 

8.4 

II 7 

'4 

0.2 

West Bengal 

39.7 

0.8 

1 4 

24.8 

27 

49 

1.5 t 


INC vs regional 

Punjab 

37.3 

4.7 

12.5 

62 

0 4 

27.0 

9 3 

2.6 

Tamil Nadu 41.7 

INC Y.V divided oppostuim 

9,2 

I) 2 

8.8 

0 1 

35 8 

4 1 


Andhra Pradesh 

46.8 

13 8 

1.4 

18.8 

0 5 

- 

18.1 

0.6 

Haryana 

44.1 

.5 6 

199 

25 

5.9 

- 

!9.8 

2.3 

Karnataka 

49.0 

14.3 

2 3 

1 6 

77 

- 

22.0 

3 1 

Maharashtra 

48.5 

1.0 

74 

5.1 

6 3 

7.5 

11.5 

12.7 

Total 

40.8 

87 

94 

94 

8.0 

6.6 

13.7 

3,4 


Noles: SWA= Swatanira Party, BJS- Bharatiya Jan Sangh. Socialist = Praja Sncialisi Party (PSP) 
and Sairiyukla Socialist Parly (SSP), Communist ^ CPI and CPIL (laier CPI (M)) 

Sourc: CSDS dala unit. 


Table 4: Aii India Vote by Community in Lor Sabma Ei.imoN, 1967 


The Right _T he l-eft 



INC 

BJS 

SWA 

5ucialist 

Communist 

Other 

N 

Hindu upper 

48 

15 

7 

8 

5 

17 

543 

Hindu OBC 

47 

7 

7 

5 

9 

25 

630 

Dalil 

57 

5 

4 

8 

8 

18 

275 

Adivasis 

- 

- 

- 

- 


- 

30 

Mu.slim 

45 

2 

12 

13 

3 

25 

168 

Other 

59 

4 

5 

2 

1 

29 

195 

Ail 

50 

8 

7 

7 

6 

22 

1841 


Nole.i: I Unless otherwise specified, in this and all s'lbsequcni tables, the entries are for the 
peicentagc of respondents belonging to different communities who reported voting for 
various parties in the relevant survey The last column ‘N’. is the total number of respondents 
of that cnmmunity/class, that form the basis of percentage calculation. 

2 Socialist = PSP and SSP. Communist = CPI and CPlL. 

Soune: NES 1967. 
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type of contest (1.65:1 compared with the 
overall 1.14:1 for dalits). 

There is, then.acicarandunderstandable 
pattern here: Congress support was less 
evenly drawn from the various community 
groups when it was in competition with 
the Right than it appeared to be overall. 
Protest against the one-party dominance 
of the Congress began among the upper 
castes who were more inclined to support 
the Right rather than Congress when the 
structure of party competition gave them 
the opportunity. But the appeal of the 
Right to the upper castes was mirrored by 
its lack of appeal to the dalits, who 
consequently were relatively inclined 
towards Congress as the main alternative 
to the Right. 

In overall terms, the propensity of the 
various community groups to support 
Congress in 1967 varied, but only slightly 
so, according to the nature of party 
competition, with the presence in .some 
states of a major right-wing alternative to 
Congre.ss leading to a more distinctive 
community profile in those particular 
states. It was only the contest with the 
Right that showed distinctive patterns of 
.social cleavage in 1967. We must 
remember that the small sample sizes in 
other types of contest make it very difficult 
to find statistically significant results. But 
on the current evidence we must conclude 
that in other types of contest there was 
little variation fnim the general picture, 
with most groups showing rather similar 
levels of support for Congress. A diffren- 
tiation of the Congress’ social profile had 
begun, but it was nothing compared to the 
disjunction that we observe in the 1990s. 

IV 

Disjunction in Post-Congress Era 

We can now jump to the 1990s, the post- 
Congress era. It is post-Congress not in 
the sense that the Congress ceases to be 
a major player; indeed the Congress 
continues to be a major player in ail but 
a few states. It is post-Congress in the 
sense that the Congress ceases to be the 
pole around which political competition 
is structured. We also move on to the 
larger and hence more robust surveys of 
1996 and 1998. These surveys allow us 
to con.struct a reliable class index, be.sides 
the familiar community groupings. 
Table 12 show the relationship between 
community and class on the one hand and 
vote on the other in the five types of 
contest which we have distinguished for 
the 1990s. Wc begin with the INC versus 
BJP contests. 

In terms of community as well as class. 
Congress appears to be a party of the 


underdogs when it faces the BJP. In this 
first type of contest there is a .strong 
relationship between community and 
support forCongress. Asexpected, support 
for Congress was at its strongest among 
the Muslims, where it reached 85 per cent 
in 1998. It was also high among dalits and 
adivasis and then fell to 33 per cent and 
32 per cent among the OBCs and upper 
ca.stes respectively in 1998. The sources 
of support for the BJP were the mirror 
image, being strongest in the upper castes 
where it reached 65 per cent, then falling 
steadily as wc move down to the OBCs 
and dalits, followed by a sharp break 
between Hindus and Muslims. In both the 
elections the Congress is favoured more 
by the groups lower down in social 
hierarchy. The .steep slope of the class 
profile for 1996 brings out the relationship 
most sharply. The poorer the voter, the 
greater the chances of their voting for the 
Congress and vice versa fortheBJP. Unlike 
in the case of community, the class profile 
for 1998 is more diffiised forthe Congress. 
In overall terms the BJP repre.sents social 
and economic privileges and the Congress 
its reverse when these two parties face 
each other. 

This pattern is not specific to these two 
elections associated with the decline of the 
Congress. The same was replicated in the 
1998 assembly elections for Raja.sthan, 
Madhya Pradesh and Delhi, where the 
Congress scored spectacular victory. We 
have the advantage of very large size exit 
polls conducted by the CSDS and its 


associates for these assembly elections. 
These exit poll data provide perhaps the 
most authoritative sourceof voting patterns 
in the ‘Hindi heartland’ and confirm that 
support for Congress shows a clear social 
profile in this group of states. Despite its 
overall victory the Congress trailed behind 
the BJP among the uppercasteHindus and 
managed to split evenly the OBC votes. 
It was its decisive lead among the dalits 
and Muslims, and to a lesser extent among 
the adivasis, that gave Congress the 
decisive edge. 

We next move on to the second of our 
five types of party competition, namely 
the contests where the principal contenders 
were Congress and the Left front. The 
results are shown in Table 13. 

The picture is reversed in this case. The 
same Congress that is the natural party of 
the underprivileged when it confronts the 
BJP turns out to be a party of the .socially 
and economically privileged in its contest 
with the communist parties in Kerala. West 


Table 7: Odds Ratios of Congress/ 
Non-Congress Suffoht by Community, 1967. 
1996 AND 1998 



1967 

1996 

1998 

Hindu upper 

0.96 

0 96 

0.87 

Hindu OBC 

0.93 

0.79 

0.72 

Dalit 

1.14 

1.21 

I.IO 

Adivasis 

1.20 

1.81 

2.07 

Muslim 

0.90 

1.34 

1.44 

Other 

1.17 

0.93 

1.73 

N 

1841 

8358 

7476 


5^»Ilr<•^;NES 1967, 1996. 1998. 


Tkble 5: Aij.-India Vote by Community in Lok Sabha Ei.EcnoN, 1996 



INC 

INC Allies 

BJP 

BJP Allies 

NF 

LF 

BSP 

Other 

N 

Hindu upper 

31 

0 

41 

10 

4 

7 

0 

7 

2104 

Hindu OBC 

24 

2 

25 

6 

16 

7 

3 

19 

2698 

Dalit 

36 

0 

15 

1 

6 

13 

14 

15 

1570 

Adivasis 

45 

0 

22 

1 

7 

8 

1 

16 

751 

Muslim 

38 

0 

3 

1 

.30 

12 

1 

15 

873 

Other 

30 

0 

10 

1 

13 

8 

3 

36 

262 

All 

31 

1 

24 

5 

12 

9 

4 

15 

8258 


Note: In this and subsequent tables for 1996 election, LF = CPI, CPM, FBL, RSP. INC allies = 

AIDMK and UDF partners. BJP allies = .Shiv Sena. HVP and Samata. NF= JD, SP. 
Source: NES 1996. 


Table 6: All-India Vote by Community in Lok Sabha Elk-tion, 1998 



INC 

INC Allies 

BJP 

BJP Allies 

NF 

LF 

BSP 

Other 

N 

Hindu upper 

" 2T~ 

0 

38 

16 

5 

10 

1 

3 

1841 

Hindu OBC 

23 

5 

28 

14 

16 

5 

2 

7 

2707 

Dalit 

32 

3 

14 

8 

13 

II 

12 

7 

1250 

Adivasis 

47 

1 

22 

6 

7 

6 

1 

12 

635 

Muslim 

38 

12 

5 

2 

28 

9 

1 

4 

831 

Other 

43 

1 

12 

17 

15 

7 

3 

3 

212 

All 

30 

4 

25 

12 

14 

8 

3 

6 

7476 


Notes: In this and subsequent tables on 1998 elections INC allies = Muslim League and UDF. BJP 
allies = Shiv Sena, HVP, Samta, AIADMK, SAD (B), Trinamul Congress, Lokshakti, BJD 
and TDP (NTR). NF = JD. RJD, SP. 

Source: NES 1998. 
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Bengal and Tripura. Table 13 shows that 
both in 1996 and in 1998 the vote for the 
Left goes up as one goes down the Hindu 
ritual hierarchy, from the upper castes to 
the OBCs to dalits. The strongest support 
for the Left comes from among dalit voters, 
reaching 62 per cent in both years. The 
OBCs also showed above-average support 
for the Left in both years. We can also see 
in Table 13 how the LF has eaten sharply 
into Congress support among Muslims. In 
this type of contest the Muslims divided 
their vote more or less evenly between 
Congress and the LF, whereas as we saw 
earlier, in states where the BJP had been 
the main opposition. Congress had taken 
the lion's share of the Muslim vote. Perhaps 
in consequence. Congress' profile changes 
dramatically from the one that we saw in 
the first group of states. The picture gets 
somewhat muddled in 1998 largely due 
to the rise of the Trinamool Congress at 
the expense of the Congress in West 
Bengal. 

But the class profile remained fairly 
sharp in both the elections. Table 13 shows 
that the percentage of poorest who voted 
for the Congress was almost half of the 
rich who did so. The vote share of non¬ 
left parties among the poor and the poorest 
was lower than their own average. The 
vote for the Left did indeed have the kind 
of cla.ss profile the communist parties 
would like to have; the poorer the voters 
the greater the vote for the Left. In its 
contest with the LF, the Congress tended 
to receive the support of those groups that 
had voted for the BJP in the first type of 
contest. 

Unlike the first two groupings, the 
contest of the Congress with regional 
parties does not reveal a very clear social 
or economic profile. Various community 
^ groups show relatively little variation in 
their support in the contest between the 
regional and the national parties. We need 
to be rather careful here since the various 
regional parties that we have grouped 
together here are a rather heterogeneous 
set and have theirown distinctive identities. 
In this group we have classical regional 
parties (those with a regional support base 
and regional ideology) mainly from the 
south and peripheries. However, there are 
some distinctive patterns. Table 14 shows 
that in both the elections the regional parties 
tended to do better among OBCs and 
‘others' (mainly Sikhs) than other 
communities. In 1996 dalits gave more 
support to the regional patties than did the 
upper castes. However, this pattern was 
not replicated in 1998. The class profile 
also showed a fairly even spread of party 
support, except a tendency of the regional 


parties to be abit middle heavy. On balaiKe, 
the Congress seems to mirror the catch¬ 
all character of the regional parties in this 
set. It is useful to contrast this with the 
social profile of the BJP within this set. 
It received more support from the upper 
castes and very little from the Muslims, 
higher .support from the upper classes and 
lower from the poor. So, unlike Congress, 
BJP support .shows the same character 
irrespective of the nature of the contest in 
which it is engaged. 

The above generalisation about the 
regional parties is however not true when 
the regional parties in question are from 
the states where the BJP leads the coalition. 
HeretheBJP-regionalalliancehadapronic 
similar to that of the BJP. If anything the 
regional allies like the Shiv Sena tended 
to be more upper caste dependent than the 
BJP in both the elections. The Congress 
had its strength among the Muslims and 
dalits. The 1998 election saw the Congress 
improve its share among these two 
communities, but not among the OBCs. 
In class terms too there was a neat 
rclation.ship between voting Congress and 
being less well-off, though the slope was 
less steep than in the case of direct 
Congress-BJP contest. The cla.ss pattern 
of voting for the BJP and its regional ally 
was not very clearer robust in this instance. 

Finally we turn to Bihar and Uttar 
Pradesh where the Congress faced mulii- 
comcred competition from parties that 
.sought to walk away with different slices 
of the Congress rainbow. In Bihar the BJP 
and Samata Party ate intoCongress support 
among the upper castes, while the JD ate 
into Congress support among the OBCs 
and Mu.slim.s, and, to a les.ser extent, among 
the dalits as well. In economic terms, the 
Samata-BJP alliance took the upper c la.ss 


Table 10: Vote by Community in Four Tvres of 
Contests, 1967 
Congress vs Right contest 



INC 

Right 

Other 

N 

Hindu upper 

43 

43 

14 

234 

Hindu ORC 

S-l 

35 

10 

220 

Dalit 

65 

14 

21 

139 

Adtvasis 

- 


- 

12 

Muslim 

50 

24 

26 

92 

Other 

68 

10 

22 

62 

Total 

53 

30 

17 

759 


Congress vs Left contest 



INC 

Left 

Other 

N 

Hindu upper 

35 

. 48 

17 

71 

Hindu OBC 

42 

46 

22 

77 

Dalit 


- 

- 

18 

Muslim 




33 

Other 

- 

- 

- 

7 

Total 

40 

47 

13 

206 

Congress vs regional party contest j; 


INC 

Regional Other 


Hindu upper 


- 

- 

17 

Hindu OBC 

39 

39 

22 

173 ; 

Dalit 

57 

32 

II 

.56 1, 

Muslim 


- 

- 

4 : 

Other 

62 

26 

12 

81 

Total 

47 

.34 

19 

331 1. 

Congress vs divided opposition contest 



INC 

Other 

N j 

Hindu upper 


68 

32 

190 i 

Hindu OBC 


62 

38 

123 1 

.SC 


- 

. 

43 I 

ST 


- 

- 

18 ! 

Muslim 



- 

23 1 

Other 



. 

30 i 

Total 


66 

34 

427 f 

Notes: The Right - SWA and BJS. Percentages 

are not reported when the base N is less 

than 50. 





The Left 

= CPIL. CPIR, PSP and SSP. 


Regional parties are .Shiromani Akati Dal 
and DMK 
Simn e: .\F.S 1967. 


Table 8: Au.-India Vote by Class in Lok Sabha Election. 1996 



INC 

INC Allies 

BJP 

BJP Allies 

NF 

LF 

BSP Other 

N 

Rich 

31 

. 

42 

6 

8 

3 

1 10 

472 

Upper middle 

30 

1 

35 

4 

10 

7 

1 12 

1659 

Middle 

32 

1 

24 

5 

12 

8 

3 15 

1680 

Poor 

32 

- 

20 

6 

13 

10 

5 15 

2704 

Poorest 

32 

1 

16 

4 

13 

II 

6 18 

1780 

All 

31 

' 

24 

5 

12 

9 

4 15 

8295 

Source: NES 

1996. 









Table 9; All-India Vote by Cuss in Lmt Sabha Election. 1998 



INC 

INC Allies 

BJf 

BJP Allies 

NF 

LF 

BS? Other N 

Rich 

35 

2 

38 

9 

9 

3 

1 

4 498 

Upper middle 

29 

3 

33 

II 

13 

6 

2 

4 1574 

Middle 

31 

3 

24 

13 

13 

8 

3 

5 1687 

Poor 

30 

5 

21 

12 

15 

7 

4 

7 2308 

Poorest 

28 

4 

20 

10 

15 

12 

4 

8 1418 

All 

30 

4 

25 

12 

14 

8 

3 

6 7485 


Siiurre: NES 1998. 
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vote while the JD showed a clear lower 
class support, much like the I^ft in the 
second group of states, leaving the 
Congress with the remainder in all the 
classes. 

In the four-way contcist in Uttar Pradesh, 
.some of the main players were different 
but the effect was much the same. The SP 
played a similar role in Uttar Pradesh as 
the JD m Bihar - it was also very strong 
among the Muslims and OBCs - except 
that it had no support among dalits and 
was not as strong among the poore.st. Here 
the presence of a dalit formation, the BSP. 
accounted for a huge slice of the dalit vote. 
And this meant that BJP support was even 
more heavily concentrated in the upper 
caste than it is in the other types of contest. 

As a result, with distinctive parties 
capturing upper caste. OBC. dalit and 
Muslim votes in Uttar Pradesh, there 
remained no major group supporting 
Congress. In community terms UP in the 
1990.S shows a more developed form of 
cleavage politics than any other Indian 
state, llie same gets rcllected in class 
terms to the extent to which these com¬ 
munities have a distinct class profile. The 
BJP was strongly rooted among the upper 
classes and the BSP among the poor. The 
SP tended to draw more votes from the 
lower cla.s.ses but was not conlined to 
them, since the class profile of the OBCs 
and Muslims is more diversified than that 
of the upper castes and dalits. 

The 1998 election witnessed a swing 
towards the BJP and its allies in both these 
states. However the social basis of voting 
in 1998 remained remarkably similar to 
that of 1996. The RJD inherited the JD 
legacy in Bihar, despite losing some of the 
OBC and a significant part of its dalit 
votes to the parent party. Squeezed from 
both the ends. I he Congress lost its strength 
among dalit and Muslim voters, not¬ 
withstanding its alliance with the RJD. 
The alliance did give the Congress a lower 
class profile similar to the RJD. though 
the latter had lost its steep class prolilc 
due to the departure of some of the dalit 
and lower OBC. voters. The BJP-Samata 
alliance retained its upper caste vote but 
expanded its vote base among other 
communities and in this process also bmad- 
ba.sed its class appeal. 

The picture of community patterns in 
voting shows no real difference in 1998 
in Uttar Pradesh. The BJP. the SP and the 
BSP continued to maintain their hold over 
the upper castes. Muslims and dalits 
respectively, though the BJP gained some 
dalit votes. Incluss terms, there was greater 
polarisation, perhaps due to class voting 
within each of the communities. The BJP 


TABI.E 11: Odds Ratios of CoNGRESs/NoN-CaNGRESs Support in Different Types 
OF Contests, 1967 



All 

vs Right 

vs Left 

vs Regional 

vs Divided 
Opposition 

Hindu upper 

0.96 

0.67* 

0.81 

- 

I.IO 

Hindu OBC 

0.93 

1.118 

1.09 

0.72 

0.84 

Dalit 

1.14 

1.65* 

- 

1.49 

- 

Adivasis 

- 

- 

- 

- 

- 

Muslim 

0.90 

0.89 

. 

- 

. 

Other 

1.17 

1.88 

- 

1.84 

- 

N 

1841 

7.59 

206 

331 

427 


Notes-. * Significantly different at the 01 level from the expected value for that community group 
The odds ratio has not been reported where the base N is less than 50. 

Source: NE.S 1967. 


Table 12: Congress vs BJP Contests. 1996 and 1998 




1996 




1998 



Congress 

BJP 

Other 

N 

Congress 

BJP 

Other 

N 

Vote hy community 
Hindu upper 

33 

64 

3 

628 

32 

65 

3 

459 

Hindu OBC 

34 

54 

12 

405 

35 

58 

7 

436 

Dalit 

54 

J4 

12 

.391 

57 

34 

9 

214 

Adivasis 

60 

32 

8 

314 

54 

43 

3 

245 

Muslim 

76 

8 

16 

89 

85 

12 

3 

68 

Other 

- 

- 

- 

28 

. 

- 

- 

34 

All 

Vote by class 

44 

47 

9 

18.55 

43 

52 

5 

14.56 

Rich 

33 

61 

6 

203 

43 

5.3 

4 

210 

Upper middle 

37 

56 

7 

469 

38 

58 

4 

385 

Middle 

45 

45 

10 

394 

43 

50 

7 

327 

Poor 

49 

41 

10 

.505 

46 

44 

10 

349 

Poorest 

54 

38 

8 

304 

44 

49 

7 

232 

All 

44 

47 

9 

1875 

43 

51 

6 

1503 






Congress 

BJP 

Other 

N 

Vote by community. 

assembly elections I99li 







Hindu upper 





36 

54 

10 

5151 

Hindu OBC 





42 

44 

14 

49.33 

Dalit 





53 

27 

20 

2696 

Adivasis 





53 

43 

4 

1108 

Muslim 





76 

13 

II 

1371 

Other 





5.3 

36 

II 

637 

All 





46 

41 

1.3 

15896 


Note: The small difference between the N reported for class and the one reported fur cunimunity 
pertaining to the same survey and the same states occurs because of non-availability of 
community or class identification information m a few ca.ses. 

Source: NES 1996 and 1998. Rajasthan, Madhya Pradesh. Delhi Assembly Elections Exit polls. 
1998. CSDS 


Table 1.5. Congress vs LF Conii.sts, 1996 and 1998 





1996 




1998 




Congress 

LF 

Other 

N 

Congress 

BJP+ 

LF 

Other 

N 

Vote by Community 

Hindu upper 4.3 

44 

13 

291 

17 

17 

45 

21 

361 

Hindu OBC 

28 

56 

16 

244 

28 

15 

54 

3 

172 

Dalit 

24 

63 

13 

305 

15 

12 

62 

II 

189 

Adivasis 

- 

- 

- 

14 

- 

- 

- 

. 

9 

Muslim 

.36 

47 

17 

195 

44 

5 

40 

21 

51 

Other 

61 

33 

6 

54 

70 

4 

26 

- 

57 

All 

34 

49 

17 

1103 

26 

13 

48 

13 

939 

Vote bv Class 
Rich 

58 

- 31 

ir 

26 

40 

27 

27 

6 

30 

Upper middle 

40 

45 

15 

224 

24 

29 

44 

3 

178 

Middle 

37 

49 

14 

230 

29 

27 

41 

3 

281 

Poor 

32 

52 

16 

400 

29 

17’ 

53 

1 

246 

Poorest 

27 

64 

9 

22.3 

20 

23 

57 

- 

209 

All 

.34 

52 

14 

1103 

26 

24 

48 

2 

944 


Source: 1996 and 1998 NES. 
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was more intensely upper class ana the 
BSP more lower class than before. The 
Congress ended up with something of an 
upper class slant in its support base. 

V 

From Catch'AU to Catch-None 

We can summarise the results of Tables 
12 to 17 by looking at the pattern of the 
^ odds ratio.s. In order to simplify, we re.strict 
ourselve.s to an examination of the Con- 
gress/non-Congress odds ratios. That is, 
we consider the odds of voting cither for 
Congress on the one hand or for some 
other party on the other. These odds ratios 
are shown in tables 18 and 19. The first 
column of these tables shows the all-India 
odds ratios, and the other columns show 
the odds ratios in the different types of 
contest. The figure for the first column in 
Table 18 and 19 arc the same as reported 
earlier in Table 7 to show that at the all- 
India level the Congress enjoys a catch¬ 
all profile. If the figures of the subsequent 
columns deviate substantially from those 
reported in the first, it will support the 
contention that Congress is not a catch¬ 
all party in the regions defined by the 
various types of contest. 

As we can see. these summary tables 
show a considerable deviation from the 
all-India ratios. Take, for example, com¬ 
munity patterns in 1996. Among the upper 
castes, the all-India ratio was 0.96; 1. Since 
this odds ratio is close to I; I. it indicates 
that in all-India as a whole the upper ca.stcs 
were not distinctive in their support for 
Congress, being very close to the average 
for all community groups. However, 
moving across the top row of Table 17, 
we can see some rather large deviations 
fiom this ratio of 0.96;I, the ratio falling 
well below 1; 1 in the contests with the BJP 
and rising well above l;l in the contests 
with the LF. There is relatively little 
variation among the OBCs, but in the third 
row of the table we see that the dalits 
varied substantially in their odd:> of 
supporting Congress from one type of 
contest to another. The overall figure of 
1.21:1 suggests that the dalits were not 
especially distinctive when considered at 
the all-India level, but we c.-in see that the 
odds ratio was considerably higher than 
this in contests with the BJP (or the BJP 
regionals) but considerably lower in the 
contests with the LF. A similar pattern 
obtains with the Muslims. 

In short, the type of contest makes a 
major difference to the support which the 
various community groups give Congress. 
We can test this claim formally with a log- 
linear model. The hypothesis that the odds 
ratios are the same in the different types 


of contests has to he rejected (x^ = \74.4 Congress is not a catch-all party at levels 
of freedom, p<0.(X)l ). lower than the all-India aggregates. The 
iiK* reasoning can be extended to only exception to this occurs when the 
^the tables to discern an overall pattern. Congressfacestheclasacalregionalparfies 
The evidence from both the community (regionalbothinoutlookandsupportbase) 
and the class patterns of voting in the 1996 that are themselves catch-all in character, 
and the 1998 elections shows that the In all other types of contest, the odds of 


Tabu 14; Congress vs Reoionai. Parties Contests. 1996 and 1998 




1996 





1998 




INC 

Reg 

Oth 

N 

INC 

BJP+ 

Reg 

Oth 

N 

Vote by Community 










Hindu Upper 

.16 

27 

37 

264 

.38 


28 

24 

10 

227 

Hindu OBC 

31 

45 

24 

819 

27 


28 

31 

14 

635 

Dalil 

3.S 

50 

15 

327 

24 


16 

. 27 

33 

300 

Adivasis 

31 

38 

31 

177 

.35 


II 

31 

23 

128 

Muslim 

40 

44 

16 

188 

53 


4 

34 

9 

163 

Other 

18 

58 

24 

127 

23 


38 

15 

24 

95 

All 

33 

43 

24 

1902 

31 


22 

28 

19 

1.548 

Vote by class 











Rich 

n 

33 

35 

94 

32 


27 

23 

18 

99 

Upper middle 

33 

41 

26 

344 

32 


25 

28 

15 

.317 

Middle 

34 

46 

20 

396 

28 


25 

31 

16 

354 

Poor 

.31 

45 

24 

577 

.36 


16 

30 

18 

422 

Poorest 

.34 

42 

22 

498 

28 


18 

28 

26 

358 

All 

33 

44 

23 

1909 

31 


21 

28 

20 

1.550 

Notes: 1996 Regional = 

TDP(N). AGP. UGDP, SAD, DMK. TMC(M), IND (in Meghalaya) 

1998 

Regional = 

TDP, AGP, UGDP, SAD, DMK, TMC(M), UDP. 




Source. 1996 and 19118 NES. 









Table l.S: Congress vs BJP-lr> Regional Contests. 1996 and 1998 





1996 




1998 




INC 

BJP BJP Ally 

JD Oth 

N 

INC 

BJP BJP Ally JD Oth 

N 

Vote by community 










Hindu upper 

36 

19 

29 

9 7 

498 

44 

19 

31 

3 3 

433 

Hindu OBC 

33 

26 

16 

22 .3 

554 

29 

25 

26 

9 II 

722 

Dalit 

61 

9 

5 

14 II 

191 

62 

9 

13 

7 9 

236 

Adivasis 

40 

17 

2 

20 21 

191 

41 

II 

16 

15 17 

189 

Muslim 

60 

3 

2 

26 9 

137 

64 

5 

2 

19 10 

1.34 

Other 

?6 

8 

5 

23 38 

43 

- 


. 

- 

15 

All 

40 

18 

15 

17 10 

1614 

41 

18 

22 

9 10 

1729 

Vote by class 











Rich 

.33 

19 

30 

II 7 

88 

3.3 

29 

21 

6 II 

99 

Upper middle 

36 

30 

14 

15 5 

360 

38 

23 

23 

5 II 

365 

Middle 

39 

18 

20 

14 9 

395 

43 

19 

21 

10 7 

395 

Poor 

43 

17 

14 

18 8 

650 

39 

13 

26 

9 13 

622 

Poorest 

41 

11 

II 

21 16 

377 

.50 

19 

15 

12 4 

265 

All 

40 

19 

15 

17 9 

1620 

41 

18 

12 

9 10 

1746 

Source: 1996 and 1998 NES. 











Table 16: 

Congress vs Mditiparty Contests, 1996 






Bihar 




(Jttar Pradesh 



INC 

BJP 

SAP 

JD 

N 

INC 

BJP 

SP 

BSP 

N 

Vole by community 










Hindu upper 

9 

29 

54 

7 

;i4 

8 

77 

3 

1 

3.54 

Hindu OBC 

6 

19 

21 

50 

315 

6 

40 

34 

12 

426 

Dalit 

19 

14 

10 

32 

108 

to 

II 

6 

67 

273 

Adivasis 

26 

31 

7 

20 

70 

- 

- 

- 

- 

3 

Muslim 

23 

1 

4 

69 

92 

iO 

5 

61 

6 

190 

All 

13 

19 

21 

39 

699 

8 

38 

22 

20 

1246 

Vole by class 











Rich 

- 

- 

- 

- 

16 

9 

55 

14 

3 

80 

Upper middle 

n 

29 

24 

.30 

9.3 

8 

55 

21 

5 

278 

Middle 

12 

23 

15 

4.3 

145 

7 

43 

25 

14 

223 

Poor 

;2 

18 

26 

36 

256 

8 

29 

28 

26 

432 

Poorest 

14 

12 

18 

47 

194 

8 

27 

15 

.34 

267 

All 

13 

19 

21 

39 

104 

8 

38 

22 

20 

1280 


Source: NESI996. 
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voting for the Congress are substantially 
lower than average among some sections 
that have been effectively targeted by its 
main rival. Thus in contest with the BJP 
or the BJP-led regional alliance, the 
Congress gets le.ss support from the upper 
class and upper castes and depends 
excessively on the poor. Muslims, dalits 
and adivasis. On the other hand, when it 
confronts the Left the odds of the poor and 
dalits voting for the Congre.ss fall 
substantially below those of the upper 
castes and the well-to-do. In those states 
where the Congress faces multi-cornered 
competition the odds ratios are deceptively 
even in their spread. But this is better 
interpreted as a 'catch-none' situation, for 
in appealing equally to everyone the 
Congress appeals to no one in particular 
and gets edged out of the electoral race 
in states like UP. Alternatively, as in Bihar, 
it simply reflects the social profile of its 
dominant electoral ally. 

VI 

Whither Congress? 

The empirical findings of this paper are 
easily summarised: Congress support 
changes from one type of contest to another. 
While the all-India figures show relatively 
little variation in support from one com¬ 
munity group to another, we find much 
bigger variations once we disaggregate. 
Moreover, the pattern varies from one type 
of contest to another, but the differences 
tend to cancel out at the all-India level. 
Thus, in competition with the BJP 
including its regional allies, the Congress 
comes out as a party of the socially and 
the economically marginalised. The same 
party is supported by the socially and 
economically privileged when it competes 
with the Left. While it retains a catch-all 
character in some states where it faces all- 
regional parties, it declines into a catch- 
none formation when it is pushed from 
I nore than one direction oy various cleavage 
based parties. Parties with specific .sec¬ 
tional appeal, such as the BJP. BSP, LF 
and JD (later the RJD) all have distinctive 
social bases of their own, whereas Congress 
does not seem to have any particular core 
that is common to its diverse social profile 
across various types of competition that 
it faces in different regions. 

The more difficult task is to draw 
conclusions from these findings about the 
future of the party in the context of its 
current decline. Clearly the general debate 
about the strength and the drawbacks of 
a catch-all party in competition with 
cleavage based rivals is only partially 
relevant here. We have seen that the 
Congress is a catch-all formation only in 


a deceptive, aggregate sense. At the level 
where theeffective political choice is made, 
the Congre.ss is often cleavage based like 
some of its rivals. It is true that the Indian 
electoral system has built-in incentives for 
a party like the Congress that goes for 
cross-sectional mobilisation. Sectional 


interest based parties are at a structural 
disadvantage in this system. The cross¬ 
cutting of cleavages that characterise 
Congress gives it the flexibility to pick up 
support from a diversity of community 
groups in various types of contest. It enjoys 
a much higher ‘bounce back’ capacity, 


Table 17: Conor&ss vs Multiparty Contests, 1998 


Bihar_ _Uttar Pradesh 


INC 

BJP SAP 

RJD 

N 

INC BJP 

SP 

BSP N 

Vote by community 







Hindu upper 

9 

22 55 

. 

103 

7 77 

4 

4 256 

Hindu OBC 

8 

16 27 

28 

353 

7 39 

31 

II 343 

Dalit 

14 

4 21 

24 

102 

8 20 

8 

56 192 

Adivasis 

. 


• 

47 


- 

- 

Muslim 

15 

3 2 

59 

121 

10 7 

68 

6 185 

All 

14 

12 24 

27 

726 

8 39 

26 

17 976 

Vote by class 








Rich 

- 

- 

- 

6 

- 


26 

Upper middle 

7 

13 35 

24 

54 

13 .50- 

26 

6 164 

Middle 

17 

13 24 

28 

174 

8 43 

30 

12 287 

Poof 

17 

16 17 

30 

288 

7 36 

26 

18 369 

Poorest 

9 

6 31 

24 

203 

5 24 

21 

40 140 

All 

14 

12 24 

27 

725 

8 39 

26 

17 986 

Source: NES 1998. 








Table 18: 

Odds Raitos of Congress Vote in Different Types of Contests, 

1996 


All 

vs BJP ' 

vs LF vs Regional v.sBJP-Led 

vs Divided OpDosition 






Regional 

Bihar 

UP 

Vote by community 







Hindu upper 

0.96 

0.63* 

1 46* 

1.14* 

0.84 

0.66 

1.00 

Hindu OBC 

0.79 

0.66 

0.76 

0.91 

0.74 

0.43 

0.73 

Dalit 

1.21 

1.49* 

0.61* 

1.09 

2..34* 

1..57 

1.28 

Adivasis 

1.81 

1.91 

- 

0.91 

1.00 

2.36 

- 

Muslim 

1.34 

4.03* 

1 09* 

1.35 

2.25* 

2.00 

1.28 

Other 

0.93 

- 

- 

0.45* 

- 

- 

- 

N 

8358 

1855 

1103 

1902 

1614 

699 

1246 

Vote by class 




** 




Rich 

0.90 

0.63 

(2.68) 

0.95 

0.74 

(2.23) 

1.14 

Upper middle 

0.95 

0.75 

1.29 

1.00 

0.84 

0.83 

1.00 

Middle 

1.05 

1.04 

1.14 

1.04 

0.96 

0 92 

0.87 

Poor 

1.05 

1.22 

0.91 

0.91 

1.13 

0.92 

1.00 

Poorest 

1.05 

1.49 

0.72 

1.04 

1.04 

1.09 

1.00 

N 

8491 

1875 

1103 

1909 

1620 

704 

1280 


Notes. * significantly different at the .01 level from the expected value for that community group. 

The odds ratio has not been reported where the base N is less than SO. 

Source: NES 1996. 


Table 19; Odds Ratios of Conorrss Vote in Different Types of Contest, 1998 



All 

vs BJP 

vs BJP 
Assembly 

vs LF 

VS 

Regional 

vs BJP-Led 
Regional 

vs Divided Onnosition 
Bihar UP 

Vole by ctmtmunity 
Hindu Upper 0.87 

0.62 

0.66 

0.58 

1.36 

1.13 

0.54 

0.87 

Hindu OBC 

0.72 

0.71 

0.85 

1.11 

0.82 

0.59 

0.47 

0.87 

SC 

I.IO 

1.76 

I..32 

0.50 

0.70 

2.35 

1.00 

1.00 

ST 

2.04 

1.56 

1.32 

- 

1.20 

1.00 

- 

- 

Muslim 

1.44 

7.52 

3.72 

2.24 

2.SI 

2.56 

0.96 

1.28 

Other 

1.73 

- 

1.32 

6.65 

0.67 

. 

. 

. 

N 

7476 

1456 

15896 

939 

1548 

1729 

726 

976 

Vole by class 
Rich 

0.86 

1.00 

• 

(1.90) 

1.05 

0.71- 


(1.00) 

Upper middle 

0.91 

0.81 


0.90 

LOS 

0.88 

(0.46) 

1.72 

Middle 

1.15 

1.00 


1.16 

0.87 

.1.09 

1.26 

1.00 

Poor 

1.00 

1.13 


1.16 

1.25 

0.92 

1.26 

0.8? 

Poorest 

0.91 

1.04 


0.71 

0.87 

1.44 

0.61 

0.61 

All 

7354 

1503 


944 

1550 

1746 

725 

986 


Source; NES 1998 and Assembly Elections Exit Poll 1998. 
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should its opponents fail in office. Not 
being tied closely, and therefore not being 
limited, to the interests of any one 
distinctive group at the national level has 
mobilisational ^vantages. 

Some of these advantages are neutral¬ 
ised, however, by the emergence of the 
state as the effective arena of electoral 
choice in the last decade. In localised and 
multi-cornered competition, community 
based mobilisation o^n becomes the most 
effective strategy for vote gathering. Such 
a context leaves a party like the Congress 
vulnerable to community-based rivals like 
the SP and the BSP who can create a niche 
for themselves at its expense. The catch¬ 
ment area of these parties is much smaller 
than the Congress, yet they can be surer 
of the loyalty of their voters. This is indeed 
how the Congress was marginalised in the 
states of UP and Bihar. Besides, the fruits 
of cross-sectional mobilisation can be 
picked only by those who happen to be 
situated above the threshold of electoral 
viability. A party that exists below the 
threshold of viability - as the Congress 
doe.s in UP. Bihar, Tamil Nadu and West 
Bengal (and, now, also Mahara.shtra?) - 
cannot afford to be everyone’s friend. It 
faces gradual ero.sion unle.ss it can cultivate 
its own loyal social groups. 

Finally, whether a diverse social profile 
is a source of strength or a handicap 
depends in large measure on the process 
by which the profile was acquired. The 
Congress did have adifferent .social profile 
in different states in the Congress era as 
well, but that was acquired and cultivated 
through active political mobili.sation. Other 
parties picked up those votes that the 
Congress failed to reach or retain. The 
situation today is different. If the social 
profile of the Congress voter varies 
according to the nature of political com- 
petion it faces, it is not becau.se Congress 
has adopted different tactics vis-a-vis 
different political opponents. The simple 
reason for this phenomenon is that for 
over a decade now the initiative in sectional 
mobilisation has been with the non- 
Congress parties. The old ‘opposition’ 
parties have activated .social cleavages in 
the arena of mobilisational and then 
electoral politics, the Congress has retained 
those who were not actively mobilised by 
others. There is thus a residual quality to 
the social profile of the Congress; its profile 
is no more than the obverse of the profile 
of its main opponent. To put it less kindly, 
its shape is like that of a pillow: it reflects 
the shape of the person who last sat on 
it. No wonder the Congress enjoys greatest 
support among the adivasis, the only 
‘community’ in our six-fold classifica¬ 


tion that is still not quite politicised. Dalits 
vote for Congress but not in those set¬ 
tings where either the BSP or to some 
extent the Left offers a viable political 
alternative. 

When an ageing catch-all party faces 
challenge from cleavage based political 
formations, it can respond in multiple ways. 
First of all, it can simply wait for the high 
threshold of viability in the first-past-the- 
post system to take its toll and nip the 


emerging challenge in the bud. This can 
be accompanied or followed by various 
measures of accommodation and absorp¬ 
tion of the challenge. If the challenge 
crosses that stage, the next option is to 
isolate the section and pit it against a 
broader social alliance, thus proving the 
futility of sectional mobilisation. Or it can 
try to diffuse the social cleavage by sub- 
sumingit inan issuecleavage. Thediiemma 
of the Congress in the 1990s is that it faces 
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Leontief Memorial Prize 
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conference paper of young authors (born after 1959, unpublished work, work 
combining theory and application). The Leontief Memorial Prize Committee will 
select the winning paper, which will also be published in Economic Systems 
Research. Authors who would like to competo for the Leontief Memorial Prize 
should submit their paper to the Head of the Scientific Programme Committee 
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http://www.unimo.it/ioconf/ 
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section-based challenge that can no longer 
be contained by these two elementary 
devices. Various competitors are running 
away with slicc.s of the rainbow social 
coalition that characterised the Congress, 
fhe historical experience of catch-all 
parties suggests that, since they have no 
distinctive group appeal, they are parti¬ 
cularly dependent upon their image, issues 
and perceived record of governance. Con¬ 
gress I inds today that in widespread public 
perception it is short on all of these. It faces 
a challenge of recharging the ideological 
battery, re-invigorating the organisation 
and rc-inventing the rainbow social 
coalition. It is not clear if today’s Congress 
has within it the resources to accomplish 
this historical ta.sk that was last carried out 
by Indira Gandhi nearly three decades ago. 
It is not clear if this task can be accom¬ 
plished without splitting the party into 
smaller and more vigorous offshoots, a 
process that we have seen in the last few 
years, a prcKcss that can open up pos¬ 
sibilities of fundamental reconfiguration 
oi the political space. 

Appendix 1: Odds Ratios i-or 
Communities 

We used the .statistical package SPSS 
to fit the log-linear models. To test whether 
the odds ratios had remained constant over 
time, wc used the following SPSS 
instructions; 

LOGLINEAR INC (0,1) BY COMM 
(1,6) SURVEY (1,3) 
/PR1NT=DEFAIILT ESllM 
/DESIGN=INC, INC BY COMM, INC 
BY SURVEY 

where INC is a binary variable measuring 
Congress vote (coded 1 if the respondent 
voted for Congress, 0 if the respondent 
voted for some other party, non-voters 
being excluded); COMM represents the 
community variable described above in 
th' text, and SURVEY represents the three 
election,surveys! 1967tO',!ed 1,1996coded 
2 and 1998 coded 3). 

To test whether the odds ratios were the 
same in the different types of contest, we 


used the following SPSS instructions: 

SELECT IF (SURVEY EQ 2) 

LOGLINEAR INC (0.1) BY COMM 
(1.6) ZONE (1,6) 

/PRINT=DEFAULT ESTIM 

/DES1GN=INC, INC BY COMM. INC 

BY ZONE 

where ZONE represents the aggregation 
of .states into the different types of contest 
as described in the text. In order to be 
consistent with the tables, wc have 
distinguished Bihar from UP. thus giving 
six rather than five categories for this 
variable. Note that SPSS prints out the 
adjusted standardised residuals from this 
model. These residuals in effect indicate 
where the model gives a poor fit. Where 
the residuals arc greater than 2.51 we 
can say that the deviations from the model 
are significant at the 0.01 level. However, 
it must be remembered that some signi¬ 
ficant residuals will be expected by chance 
alone. 

Appendix 2; Class Index 

The class index is more a measure ot 
occupation/wealth than class itself. The 
index was constructed using land owner¬ 
ship, occupation, and house type/monthly 
income as a residual measure. Those in 
the lop or ‘rich’ category arc people who 
either have Class-I occupations, such as 
lawyers, doctors and architects, etc, or arc 
large scale businessmen, or are farmers 
with more than 20 acres of land. As a top- 
up category, people who earn more than 
Rs 20.(K)0 per month arc included. The 
‘upper middle’ category contains res¬ 
pondents with Class n and 111 occupations, 
such as nurses and secondary school 
teachers and shop assistants, police and 
army .soldiers, or skilled workers, such as 
electricians, or small-scale businessmen, 
or farmers with between 10 and 20 acres 
of land. As a top-up, people who live in 
pucca accommodation are included. The 
'middle' category is Class IV employees, 
craftsmen and artisans (Group I), semi¬ 
skilled workers and petty businessmen 
and farmers with less 10 acres of land, and 


people who live in pucca-kutcha accom¬ 
modation. The ‘poor’ are craftsmen and 
artisans (Group II), unskilled workers, 
domestic .servants, poultry and dairy 
farmers, fisherman, and landowning 
agricultural labourers and sharecroppers, 
etc. and people who live in kutcha accom¬ 
modation. lihe ‘poorest’ class is for land¬ 
less agricultural labourers, shepherds and 
sharecroppers, etc, and people who live 
in a hut. For the unemployed, .students and 
housewives, the index is calculated with 
reference to their father’ s/husband's class. 

Appendix 3: Community CtAssiHCATtoN 

Respondents were asked to name their 
religion and whether they were SC, ST, 
OBC or other. The steps of classification 
followed a sequential selection process. 
Firstly, if the respondent s religion was 
Hindu and their ca.ste group was other, 
they were coded as upper castes. Then, if 
their religion was Hindu and their caste 
group was OBC, they were coded as 
OBCs. Then, irrespective of their religion, 
if their caste group was SC or ST they were 
coded as SC or ST, re.spcclivcly. Of the 
remainder, if their religion was Muslim 
they were coded as Muslim. Finally, if 
their religion was other than Hindu or 
Muslim, they were ctxledas ‘other’. Each 
step overrides the steps that came after it. 
Thus a .scheduled trifv Christian is coded 
as being ST rather than other religion. The 
actual distribution of the sample in each 
of the surveys by these categories is as 
seen in Table A: 

[The basic argument of the paper was first 
presented in a workshop of Lokniti network of 
the C.SDS on survey research methods in 
December 1997. We would like to thank all the 
participants of the workshop, especially 
Dhirubhai Sheth, for thoughtful comments on 
the implications of the data and its sponsor, the 
Indian Council of Social Science Research. Ttie 
H igher Education Links Pru,;ramme of the Brilit h 
Council allowed Anthony Heath to spend a few 
days at the CSDS to work on this paper. Both 
the .luthors would like to express their gratitude 
to Olli ver Heath and CSDS data unit fur research 
support.! 
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1962 

1967 

1971 

1977 

1980 

1991 

1996 

1998 

Hindu upper 

27 

29 

10 

.16 

.16 

24 

25 

25 

Hindu OBC 

.16 

14 

29 

29 

28 

.15 

33 

36 

Dahl 

16 

I.S 

17 

18 

18 

18 

19 

17 

Adivasis 

2 

2 

7 

3 

' 4 

9 

9 

8 

Muslim 

9 

9 

11 

9 

10 

10 

II 

H 

Other 

10 

II 

4 

5 

4 

4 

3 

3 

Tolal 

II.S2 

1841 

2679 

2881 

288.1 

6081 

8258 

7476 


Note.\ The total, and the percentage of respondents from each community category, relate to the 
number of respondents who recorded their vote for the given year, and not the total number 
ot members from each community category tn our sample. 

Source'. CSDS Data Unit. 
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Once, the spice trade revolutionised the peninsular 
economy. 

And now, the Cochin International Airport at 
Nedumbassery - the most modern and well-equipped 
airport in India - is all set to boost the exports and the 
tourism industry, and take the region to new heights 
of prosperity. 

Hudeo’s prompt assistance of Rs 143 crores, towards 
the project’s first-phase cost of Rs 204 crores, reinforces 
its commitment towards building assets for the nation. 

Beyond financing such infrastructure projects 
crucial to development, Hudeo also evaluates 
their design, planning and engineering soundness, 
and their economic viability. 

Hudeo also assists in designing and building homes, 
by promoting cost-effective and innovative technologies. 

Hudeo’s role is large, and expanding. Today, 


it contributes to capacity building by forging 
partnerships between public and private bodies - 
from municipal corporations to NGOs - to enhance 
the quality of life in towns and cities. 

And the Hudeo Niwas Individual Housing Loan 
Scheme is an endeavour to ensure homes for the 
common man. 

Hudeo’s expertise and activities are changing the 
face of more than 1700 towns and thousands of villages.* 
Rfforts that are ensuring that development and 
infrastructures reach the very grass-roots, and help buiki 
a stronger foundation for the future. 

*Hudco has funded over Rs 23.241 crores for projects 
worth over Rs .38,756 crores, towards: 86 lac homes, 48 lac 
•anitation units, 5.2 lac residential plots, 626 building 
centres and 719 urban infrastructure projects costing Rs 13,988 
crores of which Hudeo’s contribution is Rs 7,552 crores. 


hudeo 

’The foundation for a stronger India. 

Homing and Urban DevtIopnunI Corporaiion Lmiitd, Hndco Bhavan, India Habitat Cemrt, Lodbi Road, Ntu/ Delhi - 110 003 
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The most precious virtue we have inherited from nature. 



We are 

India's No.1 Corpoiate. 

We are so, 

Because we cate . 

Wo care for Global pursuits of new energy sources. 

We care for protection of Environment. 

We care for Productivity - Cost Control is a prime mantra. 
W'e care for Technology - going for the best — always. 

We care for the Common man - with a 
healing touch. 

W'e care, jbo.e ai!. for our beloved 
India. 
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Economic Reforms for the Next Decade 

As we near the end of this decade and century, it is opportune to looK 
back, review the developments that have occurred in the and the 

world economics and examine what lessons we can learn from our 
experience with reforms in the context of world developments. In the 
liglrt of these lessons we can determine the kind and pace of 
that should be pursued in the coming decade. 

Citizenship, State and Civil Society 

A ereat deal of the recent enthusiasm for civil society in this comxxy 
has ten, 
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students can select their specialisation from the following areas. 


AREAS: □ Corporate Strategy & Policy □ Economics & Social sciences 
□ Finance & Control □ Marketing □ Organisation Behaviour, Personnel Management & 
Industrial Relations □ Production & Operations Management □ Quantitative Methods, 
Information Systems & Computers. □ Energy & Power □ Transportation. 

ELIGIBILITY: Applicants should have 1. A Master’s Degree in any discipline or equivalent 
qualification, recognised by the Association of Indian Universities, with a minimum of 55 
percent marks. Those appearing for the respective examinations can also apply provided they 
complete their examinations and all other requirements for the degree before June 30,2000, 

OR 

First class Bachelor’s Degree in Engineering or Technology with two years work 
experience. 

2. Apart from the above, FPM applicants must also satisfy the eligibility criteria for the 
Common Admission Test (Details given in the CAT Advertisement). 

3. NRIs and Foreign candidates who have taken the GMAT (during 1999) are also 
eligible to apply. 

FINANCIAL SUPPORT: FPM students in good standing are given a fellowship for four 
years to cover tuition and other fees, and room rent and computer facilities. In addition, 
they are given a stipend of Rs.36,000 per year to cover boarding and other expenses, 
and also a contingency grant of Rs.10,000 per year. This is likely to be revised. 

No financial support is given to NRI’s and foreign candidates. 

Two Infosys Fellowships of Rs.9 Lakhs each for the total duration of 4 years are 
available for candidates wishing to pursue research related to the information technology 
industry. Amongst the applicants, 2 outstanding candidates will be selected for the 
award of these fellowships. 

HOW TO APPLY : Step 1. Take Common Admission Test (CAT) on 12th December 99. 
(For details please see CAT advertic ement which will appear in all leading newspapers 
during 21st, 22nd & 23rd August 99). Step 2. Obtain admission forms free of cost from 

FPM Office, Indian Institute of Management Bangalore, Bannerghatta Road, 
Bangalore - 560 076. FPM application forms will be'issued from 1st September 1999. 

Requests for forms must be accompanied by a seif-addressed envelope 
(size 9” X 12”) affixed with stamps worth Rs.26/- and a self-addressed slip. 

LAST DATES ;1) To receive requests for application forms : October 29, 1999 
2) To receive completed application forms : November 26, 1999 
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Economic Reforms for the Next Decade 

As we near the end of this decade and century, it is opportune to look 
back, review the developments that have occurred in the Indian and the 
world econoinie.s and examine what lessons we can learn from our 
experience with reforms in the context of world developments. In the 
light of these lessons we can determine the kind and pace of reforms 
that should be pursued in the coming decade. 2582 

Citizenship, State and Civil Society 

A great deal of the recent enthusiasm for civil society in this counti^ 
has been, unfortunately, driven by a negative, if not a hostile, attitude 
towards the state and, indeed, towards all public institutions. Nothing 
can be more destructive of civil society than the idea that the best way 
to create and invigorate civil society is to empower the people at the 
expense of the state. And just as state and civil society are complementary, 
so are state and citizen. Furthermore, civil society cannot amount to 
very much where citizenship is absent or weakly developed. 2588 

Employment Policy 

The growth performance of the Indian economy, while decent by the standards 
of developing countries, has failed to improve employment conditions in 
the country even though the rate of labour force growth has been quite 
low so far. The rate of labour force growth is currently accelerating and 
is expected to remain high for quite some time to come. So, if past patterns 
continue, the country is likely to be soon confronted with an employment 
crisis. Analysis of the past experience in an effort to identify the problems 
that must be addressed and to propose ideas for future policy. 2592 


Dalit Assertion 

Data on the voting behaviour of dalits 
point to the conclusion that while the 
political institutions of Indian democracy 
enjoy the dalits' support, the political 
actors stand more or less discredited. 
This is an aiannmg signal for political 
parties: they cannot take the support 
of the dalits for granted and will 
need to show genuine concern for 
is.sues affecting the dalits. 2609 

Education, political representation and 
development schemes have helped the 
younger generation of schedule castes 
in Haryana to enter modem occupations, 
but landlessness among rural SCs and 
violation of human rights of SCs 
all over the .state continue. _ 2548 

Capital Market Reform 

In India it was not the capital market 
regulator or the government which drove 
the change toward automated trading 
systems and modernisation of stock 
ex changes. The National Slock Exchange, 
through example, has forced a relentless 
pace of change in the markets. The 
question now is, what next? 2541 

TDP’s Politics 

What does the region^ politics of the 
Telugu Desant Party of Chandrababu 
Naidu mean to the people of the state? 
A critical essay, m the context of the 
current elections, on the emergence 
of Telu^'Uesam, the chanpng 
leadership of the party and its 
programmes. 2544 


Beyond Growth and 
Globalisation 

In retrospect, the ‘sustainable 
development compromise’ co-opted 
important social and environmental 
agendas into a mainstream that was 
subsequently too ea.sily overwhelmed 
when it converged with the tnbutaries 
of market liberalisation and 
globalisation. It is time therefore to 
reassess and join forces in a new 
critique of growth and now 
globalisation as well. _ 2570 

Calcutta Diary 

Forget Kargil, forget even Jammu 
and Baramula. The menace of 
militancy so described is casting a 
shadow over the entire north-east, 
Assam not excluded. Assigning the 
credit for the disturbed .state of 
affairs to over-activism on the part 
of Pakistan's ISI is laziness par 
excellence: the real danger lies in the 
possibility that we might actually 
come to half-believe some of the 
fictions we make up. _ 2540 

Uneasy Border 

Sadly, after more than 25 years of 
the binh of Bangladesh, almost all the 
outstanding issues between India and 
Bangladesh continue to be related 
to the common border. A successful 
negotiation of the immigration 
question is linked to the larger ' 
issues of enhanced sub-regional 
communication and trade. 2549 



LETTERS TO EDITOR _ 
High Praise and Neglect 

ALONG with truth, the other casualties of 
wars are also well-kept secrets. Just as we 
do not know when exactly the Pakistani 
intruders occupied the outposts in Kargii, 
or whether ail of them have been thrown 
out by the Indian army, or what were the 
diplomatic deals that might have been 
struck under Clinton’s mediation, we arc 
kept in the dark about the number of 
casualties in the Kargii war. While the 
final toll according to offlcial sources is 
around 400 Indian soldiers killed and 600 
injured, unofficial quarters suspect that 
the figures could be higher. Many arc 
missing. Families of jawans coming from 
backward areas have no means to approach 
the authorities, or make their voices heard 
over the national media. No one knows 
about their missing sons. 

One could of course argue that the 
numberof casualties in the two-month war 
in Kargii was less than those incurred in 
the previous conllicts. The 1962 war with 
China cost 3,250 lives and left 550 injured. 
The 1971 war with Pakistan ended with 
3,800 dead and 10,000 injured. During the 
1987-88 operations by the Indian Peace 
Keeping Force (IPKF) in Sri Lanka, about 
1,150 soldiers were killed and 3,000 in¬ 
jured. While the dead are gone, does any 
one care to remember the fate of their 
families, or of those who survived the wars 
but remained cripples for ever? 

After living in obscurity for years, ex- 
servicemen are suddenly finding them¬ 
selves in the .spotlight, thanks to Kargii. 
Some newspapers are sending their report¬ 
ers to interview old soldiers who fought 
in the 1962, 1965 and 1971 wars, and the 
families of those killed, to find out how 
they are eking out a living. The outcome 
of the interviews is shocking. A large 
number of families of the deceased in the 
1971 war are yet to be given relief, and 
they are still chasing theirdues. Individual 
cases reveal not only the short public 
memory, but also the utter callousness, and 
sometimes vindictiveness, of the admini¬ 
stration. An 80-year old army veteran 
living in Bhubaneshwar in Orissa, who 
first fought in the 1948 war with Pakistan, 
and then the 1962 war against China, is 
still awaiting the pension that was prom¬ 
ised to him by the army authorities. A 
newspaper report from Ahmedabad nar¬ 
rates the plight of soldiers who were in¬ 
jured while fighting the 1971 war, and 
who are now supporting their families by 
washing dishes m tea stalls, or selling 
cigarettes in kiosks. The paltry pension 
that they receive (varying from Rs 150 to 
Rs 250a month) can never be enough. The 
land that was pnrmised to many of them 
either did not reach them, or even when 
it did, turned out to he saline and useless. 
A village in Pune in Maharashtra where 
every fa*nily has given a soldier to the army 


remains forgotten by the government 
which is not even willing to help the 
villagers set up a higher secondary school 
there. But the cake is taken by the army 
authorities of Pune cantonment, who are 
threatening to evict two disabled soldiers 
who run ‘paan’ kiosks in the cantonment 
which were allotted to them after they 
were injured in the 1965 war: 

The refrain among all these ex-service¬ 
men, or families of the dead .soldiers, is 
the same everywhere - “the government 
glori fies u s during times of war, but forgets 
us during times of peace”. These veterans 
who have been through it all, are hardly 
moved today by the eulogies and promises 
that are being showered upon a new 
generation of soldiers who arc sacrificing 
their lives in Kargii. Once imbued by the 
patriotic belief of protecting the nation, 
the old generation of soldiers who had 
been let down by the Indian state arc today 
a cynical lot who feel that they had been 
used as cannon fodder. Are we creating 
a new generation of cynics among our 
.soldiers, who are being glorified today but 
will be forgotten tomorrow? 

In such a situation, it is necessary to 
listen to the voices of those who have been 
directly affected by the war - the jawans 
and their families involved in wars of the 
past and the present. The national leaders 
should have the humility to listen to the 
words of the mother of one of the soldiers 
who died in Kargii. Kanakammal, mother 
ofLt-Col R Vi.swanathan. said in a recent 
interview: “People tell me that I should 
console myself in the thought of my son’s 
martyrdom for the motherland. My mind 
does not reassure me... I would have 
thought so if it was an enemy country. In 
fact, those who should be loving each 
other are slaying each other” (Indian 
Express, June 9, 1999). 

A Ri-ader 

Mumbai 


Controlling Pollution 

THE filing of a writ petition in the high 
court by the president of the Smoke Affec¬ 
ted Residents’ Forum and cardiologist 
Sandip Rane should be taken as a happy 
development bringing to light the obnox¬ 
ious reality about the health of citizens in 
Mumbai. Being conscious citizens of this 
country it is our duty to raise our voice 
against the fast intolerable level of contami¬ 
nation of our atmosphere and water sys¬ 
tem. Wc must not forget that vehicles 
which have been a nagging source of atmos¬ 
pheric pollution and cause various pulmo¬ 
nary diseases are rapidly growing in number 
and the concerned officials behave with 
nonchalance. On the one hand, the level 
of pollution is so intolerable in some places 
that parents have started stopping their 
children from playing in the open. On the 
other hand, our ministers never fail to re¬ 
joice about development projects like over- 
bridges with no thought for the consequent ‘ 
increase in the number of vehicles and 
malign environmentalists as eco-teirorisLs. 

In so many places in Mumbai, like Kurla 
and Reay Road, people bum hazardous 
material knowing and caring little about 
the effect on the biosphere and officials 
remain inactive. Accountability should be 
the hallmark of a democratic system. The 
people must know and demand compen¬ 
sation if their health is affected. Polluters 
must be made to realise that their wrong 
acts would not go unpunished. 

There is also the problem of checkinjg 
toxic material being injected into our terri¬ 
tory by first world countries. The material 
is regarded as very hazardous in the origi¬ 
nating countries and people there do not 
allow it to be dumped there. So it is being 
sent to out country in the name of re¬ 
cycling. 

Asad Bin Saif 

Mumbai 
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The Patriotism Stakes 


P ATRIOTISM, far from being the last resort, has risen to 
be the Grst for not only scoundrels, but all and sundry in 
the wake of the Kargil war. With the election process under 
way, politicians of course are the first to flaunt it, each 
competing with the other to prove how much they love the 
nation. While the BJP and its allies in the ruling coalition are 
claiming that they saved the motherland from Pakistan, their 
opponents led by the Congress are blaming them for not being 
patriotic enough since they were caught napping by the 
. Pakistani intruders. 

In this race for establishing their credentials as patriots, 
political parties of all hues are sliding into a militarist 
pathology, everyone demanding more expenditure on defence, 
incrca.sed purchases of armaments, escalation of the armed 
confrontation with Pakistan on the border and further 
expansion of the nuclear arms programme. It is interesting to 
observe that even the Left has joined the race. The CPI(M) in 
West Bengal has nominated an ex-army chief, Shankar Ray 
Chowdhury, a dyed-in-the-wool hawk, as its candidate to the 
Rajya Sabha. Not satisfied with this, in order to prove its 
patriotic bona fides the Left Front government swooped 
down upon anti-war rallies in Calcutta - a step which even 
the BJP-led government at the centre has not dared to take (in 
Delhi for instance, various organisations had held meetings 
and taken out demonstrations demanding an end to the war in 
^ Kargil, without being harassed at any stage). In Calcutta, the 
rallies were first attacked by the goons of the Hindu communal 
organisations. Instead of arresting the guilty, the police 
arrested some members of the rallies on the charge of sedition 
- under a section in the IPC which the British used to suppress 
nationalist opinion. It is ironical that the CPI(M) leaders who 
arc running the government in West Bengal today had 
protested against what they considered an unjust war waged 
by India with China in 1962 and had gone to jail for their 
convictions. In those days anti-war opinion lacked any 
organisational base, and in that frenzy of patriotism any plan 
to hold peace rallies was unthinkable. But today, the forces in 
favour of peace between India and Pakistan, if not in a 
majority, are an articulate minority, as meetings, processions 
and letters in newspapers indicate. One would have expected 
% the Left to join these voices of sanity, instead of lending their 
muscles to the jingoist offensive. 

What is even more distressing is the news of police harass¬ 
ment of Muslims in the districts of West Bengal bordering 


Bangladesh. A bomb blast in New Jalpaiguri in June this 
year, followed by the discovery of RDX and arrests of ISI 
suspects in other parts of the state, have set off alarm bells 
in the Left Front government which claims to have 
information that ISI agents have started operating in the 
state. While the threat from the ISI may be real, the law- 
enforcing agencies of West Bengal are acting in a communal 
manner. According to Muslim community leaders in 
Murshidabad, Nadia, Malda, North and South Dinajpur and 
Jalpaiguri districts, who have complained to the state 
government, a large number of innocent Muslims have been 
arrested on suspicion of being ISI agents. The general secretary 
of the Muslim Progressive Forum,Af d Ashfaque, commenting 
on the developments said recently, “it is well known that 
Muslims of West Bengal, as loyal citizens of India, have no 
sympathy or soft corner for subversive elements”, adding 
that the government should ensure that under no 
circumstances were innocent Muslims harassed. While 
such developments may well endanger the secular 
credentials of West Bengal, the Left Front seems more 
concerned to establish its patriotic credentials. 

The opponents of the BJP, it is clear, are too opportunistic 
politically to go the whole hog in condemning the BJP for its 
jingoism. While during ihc election campaign they may 
criticise the Vajpayee government for its failure to check 
the intrusions in Kargil, they will hesitate to oppose the 
sabre-rattling and hawkish positions the government is 
taking on the resumption of India-Pakistan talks for fear of 
being dubbed less patriotic than the BJP. Willy-nilly 
therefore they will be stampeded into joining the chorus in 
support of a tough line towards Pakistan and enhanced 
spending on defence and security, with the spotlight on a 
preposterous 'credible nuclear deterrent' with ground, air 
and sea launching capabilities, as proposed by the National 
Security Advisory Board in its so-called nuclear doctrine 
document. None of them will dare to place before the 
electorate the dangerous political implications of such 
strident patriotism and the long-term adverse effects it 
will have on the country’s economy - not to speak of the 
setback it will cause to the efforts, none-too-purposeful as 
it is, to build friendlier relations among the nations of the 
south Asian subcontinent and work out more sensible 
patterns of economic interaction among them to the mutual 
benefit of all the countries concerned. 
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KARNATAKA 

Set for Change 

WHII.E Bcllary may be the current focus 
of public attention, it may well be that 
it IS the state as a whole which may 
capture media focus at the close of the 
hustings. For. unpredictable as voting 
behaviour may have been rendered in 
Bellary with the entry of Sonia Gandhi 
and Sushma Swaraj, the Karnataka elec¬ 
torate has been presented with difficult 
choices everywhere. All things bci ng equal 
then, courtesy the Election Commission, 
Karnataka may just present a model of 
what the process of democratic choice is 
all about. 

Several developments have lieen well 
documented: the abysmal performance of 
the Janata Dal in government, the rapidly 
dissipating support base of the Congress, 
the steady rise of the BJP, the political 
acumen of the Ramakrishna Hegde-led 
Lok Shakti and the severe .stres.se$ and 
strains within all the state party units, 
including the BJP. Equally, the state’s fall 
from one on the threshold of sustained 
development to one which has been hi¬ 
jacked by cosmetic liberalisation to achieve 
a superficial modernisation with little real 
development of productive forces is evi¬ 
dent. TTius not only has the state’s record 
in the social sector registered the status 
quo at best with a decline in some areas, 
but its economy is in a shambles. In .short, 
all sections of the electorate - those 
benenting from the state’s welfarism, the 
middle classes with primary concern for 
the quality of the services and for new 
educational and employment opportuni¬ 
ties. and the richer sections, landowners 
and entrepreneurs, the principal benen- 
ciaries of the new economic policies - are 
being forced in this election to make 
choices with greater pragmatic consider¬ 
ation and perhaps with tradition and brand 
loyalties making less of a contribution. 
Castewise too, in their choice of candi¬ 
dates. all tfiC three national parties, the 
Janata Dal, the BJP and the Congress, 
have opted for more or less balanced 
representation for vokkaligas and linga- 
yats, the two major power-brokers in 
the state, with .small swings one way or 
ihe other. The Congress, which has de¬ 
pended on and virtually taken for granted 
the .support of OBCs, dalits and STs, has 
lust out to the Janata Dal and. in recent 
years, the BJP because of its insensitivity 
to their political aspirations. This has 
meant that the la.st two elections witnessed 
swings in the vote shares of the three 
parties, however with a consolidation of 


the votes for the three major parties, in¬ 
dicative of the electorate’s desire to vote 
such that there is greater chance of stable 
formations. 

It is in its understanding of this dimen- 
.sion of electoral politics that the BJP-led 
National Democratic Alliance (NDA) has 
gained an advantage. Region wise, south¬ 
ern Karnataka returned BJP candidates in 
the last election. In northern Karnataka, 
the BJP has assiduously cultivated OBCs 
and minorities disenchanted with both the 
Janata Dal and the Congress. Backward 
classes in the state comprise some 3S to 
40 per cent of the population and have had 
poor political representation. Other than 
by the Janata Dai in its early phase, the 
OBCs have not been mobilised as a single 
entity, unlike in some other states, al¬ 
though the Congress has tended to treat 
large sections of them as its vole bank. 
In Bellary. for instance, a complacent 
Congress has not fielded a single kuruba 
(a scheduled tribe which comprises a 
significant proportion of the 1.1 million 
voters) in the assembly segments, whereas 
the NDA has two kurubas nominated from 
the region. In northern Karnataka, together 
with the Lok Shakti the BJP aims to 
consolidate the lingayat vote which has 
been distributed equally among the three 
parties. At another level, it has not hesi¬ 
tated to actively seek upper caste/richer 
section votes by projecting a combination 
of continuation of better grounded 
liberalisation programmes and 'effective 
governance. The Old Mysore region has 
been traditionally Congress-dominated, 
but the BJP has made some gains there. 
The prestigious Mysore Lok Sabha seal 
went to the BJP in the last elections 
overriding the influence of Srikantadatta 
Wodeyar, a scion of the former ruling 
family. The latter is attempting to regain 
the seat this time. 

Notwithstanding all this, it is a fact that 
the communal situation in the state, which 
has a long history of communal amity, has 
worsened with the BJP and its allies, if 


not actually responsible for this turn, doing 
little to allay the minorities' fears. It is here 
that the J H Patel government has scored 
points. It is difficult to predict how this 
factor will affect the minority sections; it 
may allow the NDA to gain ground, but 
may also result in pro-Janata (United) 
sections actually deserting Patel. With the 
first phase of voting this weekend in' 
Karnataka and the turnout expected to be 
good, the stage is set for some notable 
changes in the assembly line-up. 


ORISSA 

Missing the IVees 

THE killing of a Roman Catholic priest 
is the latest incident in the recurring vio¬ 
lence in the tribal parts of Mayurbhanj and 
Keonjhar districts of Orissa. Diagnosing 
these incidents to be a fal l-out of the agenda 
of Hindu communal organisations or; 
conversely, retaliation against an interna¬ 
tional Christian conspiracy to pro.selyti.se 
the tribals only obscures the specificities 
of the problem that may turn out not to 
have the geographical spread attributed lo 
it by both sides. Moreover, the effective¬ 
ness of the slate machinery in using its 
powers of maintaining law and order and 
modulating interaction among communi¬ 
ties and groups in tense situations needs 
to be addressed if conflicts arising out of 
srnsitivc developments such as religious 
conversions are to be dealt with. 

In this regard the findings of the W adhwa 
Commission, .set up lo enquire into the 
murder of the Australian missionary 
Graham Stewart Steins at Manoharpur in 
Orissa last January, go some way in de¬ 
mystifying the conflict in the tribal areas. 
The evidence produced before the com¬ 
mission shows that the disruption of es¬ 
tablished tribal customs and rituals - the 
discontinuance of sacrifice of hens and 
goats to tribal deities, engaging in farming 
on festival days - is at the root of the 
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incidents of violence. There have been 
reactions on the other side as well in the 
form, for instance, of the growing asser¬ 
tion among the non-converted section of 
tribals in support of protecting cows. The 
tribals in the area are apparently tom 
between competing communalisms. 

The Wadhwa Commission has also laid 
bare the failure of the state administration. 
The embarrassment of the Orissa govern¬ 
ment over its failure to find and arrest Dara 
Singh, the principal accused in the Steins 
murder ca.se, for nine months is obvious 
enough. And despite the palpable tension 
in the tribal areas, senior officials of the 
stale came through before the commission 
as being unaware of the provisions in the 
law to monitor conversions. The district 
magistrates of Mayurbhanj and Kennjhar 
admitted to the commission their igno¬ 
rance of the Orissa Freedom of Religion 
Act, 1967 which lays down guidelines for 
conversion::. The commission found that 
the requirement under the act that persons 
intending to undergo conversion declare 
their intention before the district magis¬ 
trate has been totally ignored all along. 
The two district magistrates confessed to 
the commission that they had in fact 
bothered to a.scertain the legal provisions 
only after the Steins murder. Clearly, the 
slate is armed with legal powers to deal 
with the tensions which have taken a tragic 
toll recently in the tribal areas of Orissa. 
The failure to use these powers, like many 
other factors relevant to the situation, has 
been overlooked in the rush all round to 
make political capital out of the violent 
incidents. 

ELECTIONS 

Unanswered Questions 

A correspondent writes: 

AS the country goes to the polls to elect 
yet another Lok Sabha, the public mind 
seems to be overcast by a pall of cynicism. 
During the last one decade, they have had 
experience of governments of all political 
hues and shapes, ranging from the Janata 
Dal-led minority govemmentofV P Singh 
to the Congress-led minority government 
of Narasimha Rao, from the coalitions of 
different parties headed by Janata Dai’s 
Deve Gowda and later by Inder Gujral to 
those led by the BJP. 

The performance of all these parties in 
power had left the voters utterly disillu¬ 
sioned. Their different political views 
notwith.standing, and despite their mutual 
hostilities, all these parties in power 
however had shared certain things in 
common. Whether it was the Congre.ss 


prime minister Narasimha Rao, or the 
Janata Dal’s Deve Gowda, or the BJP’s 
Atal Behari Vajpayee, they had all unani¬ 
mously stuck to one single bent of mind 
- total unconcern for the basic needs of 
the citizens: food, shelter, drinking water, 
medical aid, civic facilities, education, 
employment. Can any one of these suc¬ 
cessive governments during the last 10 
years claim any success in these crucial 
areas of human development? It is quite 
understandable therefore why none of the 
contesting political patties in the electoral 
campaign today is addressing these fun¬ 
damental problems that affect the people. 
If the Congress accuses the BJP of failing 
to alleviate these problems, the BJP might 
well turn back and ask it what it did when 
it was in power. The non-Congress and 
non-BJP politicians, who had also been 
in power in New Delhi, albeit for a short 
while, will face the .same que.stion. For all 
of them therefore it is better to divert 
popular concerns from their basic needs 
to extraneous issues like debates over who 
won the Kargil war or whether a foreigner 
should become India’s prime minister. 
These two issues are apparently becoming 
the main planks of the contestants in their 
current poll strategies. 

Along with this total failure to meet the 
essential needs of the citizens, the succes¬ 
sive ruling parties at the centre also share 
another common feature: one does not 
find any basic difference between the 
economic policies as delineated by the 
Congress or the BJP in their respective 
election manifestos. 

While in certain constituencies, voters 
arc indeed coming up with these questions 
when confronted with candidates seeking 
their votes, there is as yet no concerted 
and co-ordinated national movement to 
highlight the basic social and economic 
i.ssues which have been - and continue to 
be - neglected by the ruling parties. 

Even in the matter of fighting the BJP, 
one wonders whether the anti-BJP forces 
are really sincere about their commitment 
to secularism, in fact, if one looks back 
at the history of the past decade one would 
come to the conclusion that it is the con¬ 
stituents of the Third Front who had paved 
the way for the BJP’s gaining strength. To 
start with, the Janata Dal floundered purely 
because of personal ego clashes between 
different leaders. It first split against the 
background of the hullabaloo raised against 
the V P Singh-led National Front govern¬ 
ment over the arrest of the then BJP 
president L K Advani when he was lead¬ 
ing a rathayatra 'o Ayodhya in October 
1990, which led to the withdrawal of BJP 
support to the government. Instead of 


sticking together to resist the offensive of 
the communal forces, a veteran leader of 
the Janata Dal, Chandrashekhar with his 
followers broke away from the party lead¬ 
ing to the fall of V P Singh’s government 
the next month - Just to satisfy his am¬ 
bition to become prime minister! He 
however lo.st his position within a few 
months when the Congress withdrew 
support. The Janata Dal split again on the 
question of dominating Bihar politics, 
when George Fernandes due to his rivalry 
with Laloo Yadav came out from the patty 
to form the Samata Party, to be followed 
by an acrimonious dispute between Sharad 
Yadav and Laloo Yadav over who would 
call the shots in Bihar, ending up with the 
latter quitting and forming his own party, 
the RJD. After having successfully split 
the Janata Dal, both George Fernandes 
and Sharad Yadav today have thrown in 
their lot with the BJP. Meanwhile, the 
Chandrashekhar-led faction of the Janata 
Dai also split .soon when Mulayam Singh 
Vadav broke away to form his Samajwadi 
Party. None of these leaders has till today 
come out with any satisfactory explana¬ 
tion for the splits and the proliferation of 
their respective parties. Do they have any 
different ideological perspective and 
political prt^rammes? Do they have any 
different economic plan to offer? Citizens 
do not get any answer to these questions. 

But all these splits in the Janata Dal 
during the last decade had wrought haviK 
in the Hindi heartland - where its constitu¬ 
ents in the 1970-80 period provided a 
check to the onslaught of Hindu commu¬ 
nal forces and also offered the electoratp 
with an alternative to the Congress. The 
splits created divisions among the sup¬ 
porters of the Janata Dal during the 1998 
elections which enabled the BJP to win 
18 seats from Bihar - the non-BJP votes 
having been split between LaUx) Yadav’s 
RJD (winning 17 seats) and the other 
offsh(X)t of the Janata Dal, Samata Party, 
which opposed him and won 10 seats. In 
UP again, the non-BJP votes got split 
among Mulayam Singh Yadav’s SP and 
the Samata Party, the BSP as well as the 
Congress supporters, helping the BJP win 
57 seats. 

Had the anti-BJP parties, who claim to 
be secular, been .sincere in their efforts to 
fight Hindu communalism. they should 
have first closed their ranks. But appar¬ 
ently, the personal ambitions and mutual 
animosities among their leaders prevail 
over whatever little is left of their com¬ 
mitment to secular values, making them 
totally forgetful of the threat that looms 
large over the outcome of the present 
elections. 
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CURRENT STATISTICS EPW Research Foundation 


There has been an acceleration in the growth of monetary and banking variables. A sizeable growth in bank deposits has been accompanied by 
larger expansion of hunks' total assistance to the commercial sector. RBI credit to the central government has been considerably less than last 
year, mainly 110030 .% of large net open market sales of government securities. RBI's ways and means advances have also been far below the half 
yearly limit 

Macroeconomic Indicators 


Index Numbers of Wholesale 
Prices (1981-82= 100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel, Power. Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (weekly average basis) 
(April 3-August 21. 1999) 


Cost of Uving Indices 


Industnal Workers (1982=100) 

Urban Non-Man Bmp (I984-8.S=I(I0) 

Agri Lab (1986-87= I(K)) (Link factor ,5.89) 


Money and Banking (Rs crore) 


Weights August 2 i. 

1999 
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Money Supply (Mj) 10I7016@ 3037(0.3) 1.58896(18.5) 44812(4.6) 36789(4.5) 14586.5(17.8) 118436(16.9) 97841(16.2) 

Currency with Public 176604 -.5.570(-.3.1) 26207(17.4) 7221(4.3) 48I8(.3..3) 24115(16.5) 13917(10.5) 13829(11.7) 

Deposit Willi Banks 835.574@ 911.5(1.1)132118(18.8) ,36,573(46) 31244(4.6)121479(18 1) 104173(18.4) 84162(17.5) 

Net Bank Credit to Govt 4I87I7 2879(0.7) 51686(14.1) 31566(8.2) .3643.5(11.0) 56080(17.0) 41972(14.5) .30840(12.0) 

Bank Credit toCommI Sector 494.508 I69(ncg) 61640(14.2) 4144(0.8) -441(-4).l) 54204(12.5) .564.32(15.0) 31659(9.2) 

Net Foreign Fxchange Assets 1.55829 1981(1.3) 29937(21.2) 6922(4,2) 32.52(2.4) 22064(174) 2107.3(20.0) 23356(28.4) 

Reserve Money (August 13) 262073 -246.5(-0.9) 37492(16.7) 2702(1.0) -182l(-0.8) .32818(14.5) 26417(13 1) .5527(2.8) 

Net RBI Credit to Centres 150881 -48.55(-3.1) 5969(4.1) .5466(3.8) 11297(8.5) 11799(8.8) 12914(10.7) 1934(1.6) 

RBI Credit to Bks/Comin Sector 2888.3 .5089(214) 13720(90.5) 3396(13,3) -119(-0.8) 10205(66 8 ) 2029(15 3)-15.5.57(-54.0) 

Scheduled Commercial Banks (Aug 13) 

Deposits 743963® 10155(1.4) 1198.54(19.2) 29938(4.2) 2.5624(4.3) 1188.37(19.9) 92886(18.4) 71780(16.5) 

Advances 373244 529(0.1) 51611(16.0) 4407(12) -2446(-0.8) 41924(12.9) 4.5677(16.4) 24387(9.6) 

Non-Food Advances 351185 1167(0.3) 46.547(15.3) -836(-0.2) -69.56(-2.2) .3759.3(12.1) 40790(15.1) 26.580(109) 

Investments (for SLR purposes) 28.3010 393.3(1.1) 42594(17.7) 28415(11.2) 21710(9.-7) .3.5414(16.2) 28192(14 8) 25731(156) 

Commercial Investments and 

hills rediscounted with FIs 52990 1081(2.1) 15458(41.2) 4246(8.7) .5667(17.8) 16879(53.0) 12324(6.3 1) 4168(27.1) 

@ Includes Rs 17,945 crore on account of proceeds from RIBs since August 28, 1998; excluding them the year-on-year and the 1998-99 fcscal year growth of money supply 
would be 16.4 per cent and ISA per cent, respectively I jkcwise, bank deposits without RIBs grew by 16.3 per cent and IS-Spercciit. respectively. Sailer closure cl govt accounts 


44812(4.6) 
7221(4.3) 
.36,573(4 6) 
31566(8.2) 
4144(0.8) 
6922(4,2) 
2702(1.0) 
5466(3,8) 
3396(13,3) 

29938(4.2) 
4407(1 2) 
-836(-0.2) 
28415(11.2) 


2029(15 3) -15.5.57( -54.0) 


92886(18.4) 

45677(16.4) 


71780(16.5) 

24387(9.6) 


-69.56(-2.2) .3759.3(12.1) 40790(15.1) 26.580(109) 
21710(9.-7) .3.5414(16.2) 28192(14 8) 25731(156) 


Weights 


Index Numbers of Industrial 
Production (1993-94=100) 


General Index 
Muung arxl (juanying 
Manufactunng 
Eleciricity 


Capital Market 


BSE Sensitive Index (1978-79^100) 
BSE-100 (198.3-84=100) 

BSE-200 (1989-90=100) 

S and P CNX 50 (Nov 3, 1995=1000) 
Skindia GDR Index (Jan 2, 1995=1000) 


Fiscal Year So Far 
1999-2000 1998-99 


Full Fiscal Year Averages _ 

1997-98 1996 97 1995-96 


145.4(5.6) 
115.7( 4).6) 
149.5(6.5) 
143.6(4.1) 


Month 

Ago 


137.7(4.5) 142.8(3.8) 

116.4(-0.3) 120..3(-1 7) 


140.4(4.2) 146.3(4.1) 

138.0(10.2) 138.4(6..5) 


Year 1999-2000 So Far 
Ago 


137.6(6.6) 

122.4(5.9) 

140.6(6.7) 

130.0(6.6) 


1998-99 


129.0(5.5) 
115.6(-2.0) 
131.8(6.7) 
121.9(3.9) 


122.3(12.8) 
117 9(9 6) 
123.5(1.3.8) 
117.3(8.1) 


1994-95 


108.4(8.4) 
107.6(7.6) 
108.5(8.5) 
108 5(8.5) 


End of Fiscal Year 


4710(58.3) 4527 2975(-2.5.8) 
2102(58.9) 1985 l 323(-24.2) 

48.3(57.8) 452 .306(-2l.6) 

1.375(58.7) 1285 867(-2.3.8) 

907(47.9) 862 613 


Trough 

Peak 

Trough 

Peak 

1998-99 

1997-98 1996-97 

3246 

4906 

2783 

4281 

3740(-3.9) 

3893(15.8) 

3.361 (-0.2; 

1409 

2198 

1242 

1890 

1651(-2.7) 

1697(15.9) 

l464(-5.5) 

322 

504 

289 

429 

380(0.8) 

377(14.9) 

328(-5.0) 

931 

1423 

812 

1213 

l078(-3.5) 

1117(1.5.4) 

%8 

581 

980 

515 

1015 

65.3(-30.5) 

940(1.1) 

9,3{)(-4.4) 


Foreign Trade 


Exports; Rs ciure 
USSmn 
Imports; Ks crore 
US S inn 

Non-POL; USSmn 
Balance ot Trade' Rs crore 
USSmn 


Foreign Exchange 
Reserves (excluding gold) 


July_ Fiscal Year So Far 

1999 1999-2000 1998 99 


_ Full Fi.<cal Year _ 

1998-99 1997-98 1996-97 1995-96 


13209 47478(8.1) 

.3052 11042(4.0) 

15485 60507(5.0) 

3.577 14072(1.0) 

2849 li.3l7(-6.5) 

-4458 -13029 

-1033 -30.30 


August 20, August 21, March 31, 
1999 1998 1999 


43923(6.8) 

l06l4(-7.7) 

57653(18.6) 

13932(2.6) 

12108(18.6) 

-137.30 

-3318 




141604(8.8) 
336l3(-.3.9) 
176099(14 2) 
41802(0.9) 
35928(103) 
-34495 
-8188 


130101(9.5) 
34976(4.5) 
1.54176(11.0) 
41449(5.9) 
32526(11.9) 
-24076 
-6472 


118817(11.7) 

3.3470(5.3) 

1.38920(13.2) 

39132(6.7) 

29096(-0.2) 

-20102 

-5663 


106353(28.6) 

31797(20.8) 

122678(36.3) 

.36678(28.0) 

29152(28.3) 

-16325 

-4881 


Variation Over _ 

Fiscal Year So Far 1998-99 1997-98 1996-97 1995-% 1994-95 
1999-2000 1998-99 


Rs crore 

133004 

101902 1 

us S mn 

.30541 

23944 


Nines ( 1 ) Superscript numeral denotes month 10 which figure relates, e g, superscript 6 stands for June; (ii) Figures in brackets are percentage variations over the specified or 
over the comparable period of the previous year na: not available, neg* negligible. * unchiinged 
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Money Market Rates of Interest 
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COMPANIES 


EPW Research Foundatioi 


ELD-PARRY (INDIA) 

Focus on Sanitaryware 

A PART of the Murugappa group of 
companies, EID-Parry (India) (EID) fared 
well in 19‘>8-99. The company is engaged 
in the manufacture of complex fertilisers 
and urea (which account for 29.2 percent 
of total turnover), sugar (17 per cent), 
ammonium phosphate (16.5 percent), plant 
protection products (12.3 per cent), 
sanitaryware and fittings (9.5 per cent) 
and tiic.s (2.2 per cent). 

Whi le net sales increased by 5.8 per cent 
over 1997-98, operating profit impnivcd 
by 22.1 per cent. Despite a sharp increase 
in interest charges (up 28.8 per cent) and 
depreciation (up 21.6 per cent), the 
company' s bottom line was higher by 22.1 
per cent. Encouraged by its performance, 
the company raised the dividend from 
50 per cent to 60 per cent. 

Keeping in mind the advantages of 
concentrating on its core strengths, EID 
has now undertaken a major restructuring 
programme under which it plans to hive 
off its non-cot e busines.ses. The company 
has already sold off its ceramic tiles 
business to H&R Johnson (India) for a 
consideration of Rs 31 crore. The tile 
plant in Karaikal in Pondicherry was 
established in 1996. The proceeds from 
this sale were to be u.sed to fund the 
acquisition of the Rs 20 crore Peddar 
Johnson sanitaryware plant and the 
remaining stake in Cau very Sugars. This 
move is expected to not only improve 
EID's position in the sanitaryware 
business but also enhance the profit¬ 
ability of the company's ceramics divi¬ 
sion as the margins in sanitaryware are 
comparatively higherthan those in tiles. 
In line with its restructuring .strategy, 
EID also sold off its magnetic tapes 
(audio casstdes) division to Mcltrack 
India, a subsidiary of the RPG group’s 
Gramophone Company of India. 

Meanwhile, EID has already begun 
enjoying the results of its strategy to 
concentrate on its main businesses. For 
the first three months of 1999-2000, the 
company posted a net profit of Rs 10.2 
crorc as compared to a net loss of 
Rs 1.8 crore in the corresponding period 
last year. While net sales increased by 
23.9 per cent over the same period, 
operating profit surged ahead by 50.5 


per cent. The company has also acquired 
Johnson Peddar, which has a sanitary¬ 
ware manufacturing facility with an 
installed capacity of 10,000 tonnes per 
annum at Dewas in Madhya Pradesh. 
Besides this new acquisition, EID also 
has two other plants in Alwar 
(Rajasthan) and Ranipet (Tamil Nadu), 
each with a capacity of 12,000 tonnes. 
The takeover will offer EID a wider 
product variety, price range and distri¬ 
bution set-up, and also take its total 
capacity to 34,000 tonnes, making it the 
undisputed market leader in the seg¬ 
ment. Its closest competitor is Hindustan 
Sanitaryware, which has a capacity 
of 29,000 tonnes. EID has recovered 
the ground it had lost'after it failed to 
acquire Raasi Ceramics from India 
Cements. It will be recalled that Hindu¬ 
stan Sanitaryware beat EID in its btd 
to take over Raasi Ceramics, acquiring 
it for Rs 18 crore. 

EID’s sttKk prc.sently quotes at around 
Rs 122 on the Bombay Stock Exchange, 
discounting its 1998-99 earnings by 
12 limes. 

EIH 

Expansion on Course 

EIH, which manages the Oberoi group of 
hotels, is facing bad times with the hotel 
indu.stry as a whole slowing down. In the 
past two years, the industry has seen a 
sharp drop in occupancy rates which have 
fallen by around 70 per cent. Added to 
this, average room rent has also dropped 
by 2 to 3 per cent. The adverse effects 
of these developments are evident from 
the company’s poor performance in 
1998-99. Operating profitdeclinedby 13.9 
per cent over the previous year. With 
depreciation increasing by 16.2 per cent, 
the company’s bottom line fell drastically 
by 21.8 percent. 

Despite its unfavourable performance, 
EIH remai’>s committed to its various 
ex pansion-cum-modemisation projects. 
The group currently has hotel projects 
with an estimated expenditure of Rs 600 
crore on hand. These include the proposed 
500-room Bandra-Kurla hotel in Mumbai, 
the 104-room Udaivilasi in Jaipur and the 
175-room Trident in Pune, on which work 
has already started. The company claims 
that though tight control over general 


2536 


Economic and Political Weekly September 4, 1999 


Tbe Week’s Companies 

(Rs lakh) 


Financial Indicators 

KID Parry 
(India) 

EIH 

Mahindra & 
Mahindra 

March 

1999 

March 

1998 

March 

1999 

March 

1998 

March 

1999 

March 

1998 

Income/appropriations 

1 Net sales 

92124 

87117 

44052 

43442 

337145 

330729 

2 Value of production 

96980 

87176 

44052 

43442 

3.30249 

3.38648 

t Other Income 

17.36 

2159 

3266 

.3658 

17995 

16499 

4 Total tm ome 

98716 

89.335 

47318 

47100 

348244 

3.55147 

5 Raw matcriaU/stoFcs and 
spares consumed 

38841 

31127 

.3933 

3898 

203745 

21-5076 

6 Other manufacturing expenses 

27637 

31478 

4649 

4443 

20415 

171.59 

7 Remuneration to employees 

4479 

.3679 

10355 

8962 

38127 

38700 

8 Other cxpcnse.s 

13.347 

11249 

14062 

1.31.59 

33385 

.30536 

9 Oiterttlmn profit 

14412 

11802 

14319 

16638 

52572 

53676 

10 interest 

6458 

.5014 

1428 

1.390 

14720 

11789 

11 dross projtt 

8812 

7383 

12965 

1.5.344 

38939 

42876 

12 tX'preciation 

3750 

.3085 

2371 

2041 

11198 

9929 

1 Profit before tax 

5062 

4298 

10594 

13303 

27741 

.32947 

14 Tax provision 

350 

440 

953 

978 

5150 

7800 

15 Profit after lax 

4712 

.3858 

9641 

12.325 

22.591 

25147 

16 Dividends 

1479 

1208 

2908 

2882 

6311 

6285 

17 Retained profit 

3233 

2650 

673.3 

9443 

16280 

18862 

Liabilitie!i/a.s.set.s 

18 Paid-up capital 

4331 

3.331 

5239 

52.39 

10.3.37 

103.37 

19 Reserves and surplus 

34769 

33007 

91470 

83037 

139877 

123995 

20 Long-term loans 

34639 

.3.3519 

27378 

8.314 

146620 

129010 

21 .Short-term loans 

6047 

6751 

NA 

NA 

NA 

4500 

22 Of which bank borrowings 

4047 

6451 

NA 

NA 

NA 

45iK) 

2^ Gross fixed assets 

6.3918 

59654 

108190 

86384 

161464 

1426.53 

24 Accumulated depreciation 

1.5911 

12443 

1.5747 

13513 

51603 

40912 

25 Inventories 

1789.3 

12.508 

2445 

2.3.39 

43699 

51487 

26 Total assets/liabilities 

96037 

91027 

1.389.59 

112264 

383860 

349465 

Miscellaneous items 

27 Excise duty 

5994 

4186 

NA 

NA 

65364 

63983 

28 Gross value added 

19673 

1.54.35 

25177 

25952 

8.5410 

85529 

29 Total foreign exchange income 

2050 

1822 

NA 

NA 

12142 

9949 

30 Total foreign exchange outgo 

14386 

13089 

36400 

32740 

21841 

25.552 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 95.93 

95.70 

31.70 

38 70 

87.83 

94 64 

32 Sales to total net assets (%) 

115.46 

113.72 

35..50 

44 06 

113.58 

123.48 

33 Gross value added lo 
gross fixed as.sels (%) 

30.78 

25.87 

23.27 

.30.04 

52.90 

59.96 

34 Return on investment 

(gross profit to total as.sels) (%) 

9.18 

8.11 

9 33 

13.67 

10.14 

12.27 

35 Gross profit to sales 
(gross margin) (%) 

9.57 

8.47 

29.43 

35.32 

11.55 

12 96 

36 Operating profit to sales (%) 

15.64 

1.3..55 

.32..5() 

.38..30 

15.59 

16.23 

37 Profit before tax to sales (%) 

5.49 

4.93 

24.05 

30.62 

8.23 

9.96 

38 Tax provision lo 

profit before tax (%) 

6.91 

10.24 

9.(K) 

7..35 

18.56 

2.3.67 

39 Profit after tax to net worth 
(return on equity) (%) 

12.05 

10.62 

9.97 

13.65 

15.04 

18.72 

40 Dividend (%) 

60.00 

50.00 

50.(K) 

50.(K) 

55.00 

55 00 

41 Earning per share (Rs) 

10.18 

10.90 

18 40 

23.53 

21.85 

24.33 

42 Hook value per share (Rs) 

87.86 

105.91 

133.16 

120.31 

143.51 

128.08 

43 P/E ratio 

11.98 

NA 

11.85 

NA 

20.27 

NA 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

91.03 

95 02 

39.24 

13.19 

98.84 

97.44 

45 Short-term bank borrowings 
to inventories (%) 

22.62 

51..57 

NA 

NA 

NA 

8,74 

46 Sundry creditors to 
sundry debtors (%) 

125.80 

116.27 

i 11.38 

81.08 

106.74 

116.88 

47 Total remuneration to employees 
lo value added 1%) 

22.77 

23.84 

41.13 

34.55 

44.64 

45.25 

48 Total remuneration to employees 
to value of production (%) 

4.62 

4.22 

23.51 

20.63 

11.54 

11.43 

49 Gross fixed assets formation (%) 

7.15 

19.67 

25.54 

11.24 

13.19 

24.43 

.50 Growth in inventories (%) 

43.05 

-1.74 

4.53 

6.51 

-15.13 

15.06 


NA; means not available. 


acute recessionary trend as compared to 
the rest of the industry. 

M&M now plans to further broaden 
its product range by rolling out the 
country's first noi.seless. smokeless and 
itin pollution three-wheeler vehicle, 
christened Bijiee. If the necessary 
government incentives come through, 
this ninc-.seutcr vehicle is likely to cost 
around Rs 2 lakh to 2.5 lakh. It will 
initially be introduced in Delhi and 
Lucknow and will be powered by electric 
batteries. Bijiee has been introduced 
with the intention of challenging the 
two main players in the eight-10 scatcr 
.segment, namely. MinidorPick-up from 
Bajaj Tempo and Vikram from India 
Scooters. 

Meanwhile, increased sales of utility 
vehicles and tractors as well as re¬ 
structuring have helped M&M boost its 
profit in the first quarter of 1999-2000. 
Apparently, the company's strategy of 
introducing new pnxiucts and variants 
has paid off. Net profit for the first three 
months of the year was higher by 46.5 per 
cent at Rs 51.3 crore. compared to Rs 35 
crorc in the corresponding period la.si year. 
Net sales increased by 7.9 per cent over 
the .same period while operating profit 
improved by 22.1 per cent. Despite a 
meagre 3.5 per cent growthforthc industry 
as a whole. M&M managed to increase 
sales of its utility vehicles in the dome.stic 
market by 11 percent from 19. 238 units 
during April-July last year to 21.346 units 
this year. Market .share in this .segment 
consequently increased from 54.5 percent 
to 58.5 per cent. Sale of tractors too 
increased by 14.7 percent to 19.661 units 
during April-Junc 1999 taking M&M’s 
market share from 27.7 per cent last year 
to 29.7 per cent this year. 

The company is introducing a new 
generation utility vehicicchristened Project 
Scorpio which will be available in many 
variants and augment its product portfolio. 
Expected to hit the roads by 2001. the 
company will invest around Rs 600 crore 
to develop this vehicle. Project Scorpio 
will be positioned to take on top-of-the- 
line utility vehicles like Kijang from 
Toyota. 

*rhe company’s massive cost cutting 
exercise attempted through value en¬ 
gineering and material cost reduction 
is apparently bearing fruit and 1999-2000 
is expected to be a good year. Its stock 
presently quotes at around Rs 443 on the 
bourses, discounting its 1998-99 earnings 
by a comfortable 20.3 times. 
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Chairman’s 


Securities Market Infrastructure: 


71)1 l(idi.in securities markets have in die Iasi lew veais (hrougli 
a major itaiisformatiun NSl* not siirpriMi'j*ly has iKcn in the iorelront 
oFmany ol these reforms, siibsianiiallv luHilting ilie niamlatc for whicli 
It vi.1*. SCI lip I'lic iccuilliis ni.iikcl in/i.lMuiLlurc now conipaies 
r.ivouialily wiih sinnUr taciliiics .iv.iiiahic ill many ot ilic dcvoUipcd 
ni.iikcrs anti has iiccn one ol'ilic niajoi conirihinory factors for recent 
resurpence In the ccciiriiies niarki is 

NSll has )ust completed S years ol siueesslul o|K'raticms and I feel it 
may he uselnl to look hack at the eatalyiic role played hy NSE in 
hrinpinp about nia|or tiaiisformaiion in the capital markets of our 
coiiniiy 

Paradigm Shift 

As we all know, prior to the emergence of N.SE, the market was 
lr.ignienied with liniited lii|uidity, trading systems were dated and 
largely opai|iie, i learmg and setilenient cycles were long and uncertain, 
loiinier patty tr.iding member ri.sk was high and investor protection 
measures were limited. 

'I'lie pioLes.ses and procedures set up hy NSE marked a paoidigm shift 
III the securities indastry. NSE was the first exchange to introduce a 
nation-wide VSAT driven screen ha.sed trading system. 'I'hc operatinns, 
which commenced in Mumbai in mid 1994, rapidly spread all over 
India, with 4000 trading terminals currently oflering investors trading 
facilities in about 280 towns and cities The transition, fiom the time 
an order from a remote town twik up to three days for confirmarion to 
the present time when the same orders and prices 
arc visible on the screen and instantly available to 
investors across the country, represents a dramatic 
improvement in investor access to the market. 

This has served to unify the earlier fragmented ' 

market into a single national order IxKik, bringing 

with it unprecedented increases m lic|UKlity and jj^HH 

iran.sparency. 

NSE changed the perception that high volume 
paper based clearing and setilenient systems could 
not be accommodated in lcs.s than a fortnightly 
cycle hy establishing a weekly cycle out of 4 
clearing houses across the louniry. The 
settlements since then have liccn completed 
without delays in the face of coniiniiousiy rising 
delivery volumes. 

SEBI has since announced imri>duciion of the 

eagerly awaited tolling setilcmrni in .i phased manner from Oeceinber 

1999 for deptisitory siitcks. It mav hc.wevcr, well he some time before 


iradcil volumes arc now as much as five times the pre-NSE Iwls, credit 
risk no loitKr poses any problems for the market place. J he market 
has now fuu confidcncx' that settlements will take place on time and ^ 
will be completed irrespective of isolated trading member defiiults. 
The concept of guaranteed settlements has completely changed the 
way market safety is perceived. 

DematerialiseJ Settlement 

Another area of concern was the serious problem for trading memiters 
and investors posed by the enicrgcni e of fake, forged and stolen shares 
on a large scale in the system. 'I he only viable solution to the problem 
svas scripicss trading .ind NSE took the lead along-wall IDBI and UTI 
in setting up the country’s first depository (NS[)1) in 1996. 
Uematcriaii.scci cicstody and settlement h.tve sinic experienced 
exponential giowth. The value of sccuriiies dematcrialised has crossed 
Rs. one trillion .md the number of beneficial accruals registered with 
N.SDI has i rovsed the one million mark. The evergrowing popularity 
of deniat seiilentent has rcssulted in more than S0% of the paper Iseing 
eliminated in the setticmeni process. 

The intnKluclioii of settlements in denial form has begun to completely 
change the f.iceofiliecapiial markets. As SKIM made dental sciilenicnis 
niandaiory in a iiuiiiIht ol sccuriiies in a pha.sc-d manner it hecame 
possible to iiiiroducc rolling seiilemenis. The gradual reduction in 
physical paper not only reduced risk in the system but also diininished 
operating costs. It has also facilitated inirodnciion of newer prodiicts 
such as lending hollowing of securities. 
Securities Lending Borrowing 

L NSCCI. introduced an Auiomarcd Lending 
Borrowing Mechanism (Al.BM) to facilitate 
borrowing and lending nf securities by memiters 
at market determined rates, 'litis system of market 
driven automated lending borniwing mechanism, 
using ihc NSE trading .system and network, is 
unique and has ai one stroke provided a nation¬ 
wide access to facilities for lending borrowing 
shares in India for the first time, litis fiicility also 
derives importance from the perceived need to 
ii^late naked short sales (in view of the attendant 
Our markets are perhaps one of the finv in 
the world which permit such short sales. As 
lending and borrowing nf securities takes off it 
should become feasible to put in place necessary 
restrictions on naked short .sales in the Indian markets as well. 
Surveillance and Stock Watch 



the entire market shifts towards rolling settlement. In the interim, I The securities markets in India are charactercscd by (i) a healthy mix of 

feel it may be desirable to shift settlement c 7 clc for all the de|Ki.sitory institutional and retail investors, (ii) multiple exchanges and common 

stocks to a much shorter .account petiod in addition in the current listings, (iii) a mix of cash and forward markets, (iv) common members 

weekly cycle. Such a measure would significantly facilitate the across exchange.s and (v) non uniform tiading and settlement cycles, 

movement towards full-.scaie rolling seiilcmems. This has resulted in significant arbitrage business by common members 

Risk Management and the Clearing Corporation and clients across exi^anges. As a consequence, during times of high 

NSE introduced for the first time risk lontainmeni measures that were market volatility the process of surveillance becomes a particularly 

common imemalionally but .so far absent from our marketplace. Mark complex task. 'The pr^lem is further compounded by the fact that 

to market margins, exposure limits etc. brought enormous safety to a each exchange is able to monitor open positions of their trading 

fast growing and changing electronic market. Today thc.se measures members on a real time basis but is uriffile to assess positions taken ly 

have become de facto standards in the Indian market. seemingly unrelated diems across other exchanges, except throu^ client 

Recognising that trading members in India were in general under inspections which are necessarily time consuming. 'There is need to 

capitaJbed, NSE encoutsj^ setting up of corporate trading mcmbeis introduce information sharing mechanism whkin may enable each 

with higher capitalisation. The fact that an anonymous electronic order exchange to monitor groiqi open positiont of a dient on the basis of 

book would no longer allow members to assess credit risk of the exposure to the system as a whole. 

counterparty necessitated some innovation in this area. To effcuivcly NSE, which ha.s put in place an effiective margining and risk 

address this issue, NSF introduced riieconceptofadeari..9 corporation, containment system, is alive to the need to constantly review and 

and the first such corporation, viz. National Securities Clearing strengthen such systems in die light of changing circum.«tances and 

Curpniaiinn Limited (NSCClj, was set up by it which commenced emerging windows of risk. 

operations in April 1996. The NSCCL assures the counter party risk An I nrer Exchange Group constituted hy SEBI had recommended that 

of each member and guarantees finandal settlement. Counter party all the slock exchanges should have an efrectivc surveillance medianism. 

ri.sk is guaranteed through tight risk management systems and an The objective of this system, termed as the Stock Watch System, is to 

innovative method of on-line position monitoring and automatic . provide suitable timely alerts for the detection of improper trading 

disablement A large Settlement Guaiantee Fund provides the cushion activity to protect investor confidence and the integrity of the securities 

for any residual risk through the period ofnne-tuning of risk market and its participants. NSE was the first exchange to implement 

management systems. As a consequence,- despite the Gut that daily the Stock Watch .System in May 1998. The system generates real-time 


iiitiiiiiiiiiiuluiliiimiiitiiiimiiiiiiiiiiiiiiiiiiiiiiiifiiiiiiiiimiiiiiiiiiititiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiii 


2538 


Economic and Polidcal Weekly September 4. 1999 



Statement 


Leadership through Change 


alerts, graphs and reports to detecr abnornulirv in trading. 1 hc.se 
parameterised alerts, graphs and report.s are flesihle anti user 
configurable and have helped NSE to cftcctivcly moniun the trading 
in the Exchange. 

Invtster Awareness & Protection 

NSE has strongly emphasised investor education and pioieition In 
an effon to spread the habit of investing in equities, NSl has been 
actively sponsoring and oiganising investor asvareness progr.iiiiines in 
different parts of me country. As a meistiic of investor proiet non, the 
Exchange and trading members contribute to an Investor I'totetiion 
Fund (IFF) which currently has a corpus of Ks .29 crore. 'I he ainounts 
payable in respect of valid claims of an invcstoi have been latsed by the 
N.SF. to Rs.'s lakhs; this has in turn motivated other exchanges to follow 
suit thereby increasing the overall protection to investors in ilie market. 
Debt Markets 

Unlike developed markets where activity in the debt market exceeds 
by several times that in the equities market, the Indian debt market 
has shown limitcsl activity. The activity in this segment has however 
begun ro pick up with daily volumes miw reaching Rs. ItlOO crores. 
The approach that NSE takes to this market is of (a) seeking ro expand 
the iiuinlrer of participants, (b) building market depth, (c) introduction 
ol new instruments, (d) standardisation of products and practices 
(e) introducing settlement efficiencies and (f) building oi market 
benchmaiks and reference rates. 

NSE has taken several steps in building a retail 
market for debt sectiniies as well as used its ^ ' 

I'xpcriencc and experti.se gained through the 
N.StXl in iiitrodiicingsetileiiient efficiencies for 
debt. N.SF. has developed market Ixmchmarks in 
the foim ol MIHItVMlBDK for overnight and 
term rates which are now used by the indiisi ry to 
build products off liiem. N.SF. continues to make 
significant efforts in education and training of 
participants in the latest developments. 

Index Products 

Scientifically built and mainiaiited indices ih.it 
have strong tradable charai teristics will lit ,tt the 
lic-art of a vibrant derivatives market. Tow.itds this 
end NSh has built .111 array of such indices wlm h 
have'found acceptance in the market. NSF. has 
entered into a partneiship with CKISII and 
Standard dc Foot, U.SA to provide special impetus to the building of 
indices in India through a specialcsed vehicle, liutia Index .Services & 
Products Limited (IISL). 

Information and Technology Initiatives 
In line with global trends, NSE is structured and operates much like 
an information technology company. It boasts t'l the httgest VhAT 
netwoik in this part of the world with huge and complex welt of 
hardware and soliwan In recognition, NSE has won .sever.tl IT user 
awards and continues to be 111 the forefront ol developmems in IT It 
has successfully completed Y.fK compliant e »n all its .systems and Las 
in place a detailed disastei recovery’ system iiiclutimg a leiiisrtc disaster 
rtxovery site that mirrors all operaiing sy'tcins. N.SF, has set up its own 

S&Pt.NX NIFTY 




hiiernet website which is visited daily by over d lakh persons. 
Huilding ind Certifiiation of Participant Skills 
h IS an accepted international practice fbt market intermediaries to be 
I criificd. NSl’i ttMik the initiative to inirotliice such a (acihty for lesting 
and certification vi?.., NSE’s (iertification m Financial Markets 
(N(d’M), which IS only of its kind today in ihecoiimiv. Flu sysiein is 
a web based automated examination/tcsiing system that provides toi 
self-administration for the purpose of ceitification. This certification 
ss stem IS prr.sently availahle from 7 cutes vir., Mumbai, Delhi, ('..tlctitia, 

< hennai, Elyderabad, Pune and Ahmedabatl. The same metbodology 
IS luiw being u.scd for ccriification for depository participants .iImi. 
Txchange Governance 

Amongst the many new concepts introduced by NSF in the securities 
marl et, the most crucial one relates to the governance of the Exchange. 

1 hsioncally the trading members who provided broking .services .tlso 
owned, controlled and managed the stock exchanges This model was 
designed to .serve exchanges which were essentially regional in character, 
rills model, apart from facing a severe handicap ol a perceived conflict 
ol interests is considered unsuitable for electronic exchanges which 
have trading members spread all over the country. N.SE represent a 
p.ir.idigm shift in that for the first time in the country, the ownership 
.iiid man.igement ol the exchange have been .separated from trading 
rigliLs. N.SFi IS owned by a set of important financial institutions and 
Icnks of the country and is managed by professionals who do not 
diiecdy or inditccilv trade on the F.xchaiige. 

It is important to note ih.it the NSE model dcK’s 
'"I'.'.. not preclude but accommodates member 
involvement, siippoit and contiibuiion in a 
variety of w.iys. In lac t a large part ol the succews 
of NSE has been the active an I siioiig support ol 
IIS members. This has t.tkcn place through several 
kev committees as also thtough formal and 
inforiiial member interactions. N.SF. will continue 
10 emphasise relaiionshio-building with all its 
pai ticipams, including trading menibers, investor 
communitv and the issueis, whose secuiities are 
tiaded on the Exchange. 

Outlook 

NSF s vision of the indtistr) will tominue to drive 
(ttc.co.in. us search foi newer products and processes It 

recognises rhat tcchiiologv, which loims us core, 
IS all the time evolving. NSE is alieady iiiakiiig piep.»iations 10 
participate in the technological change s that are revolutionising the 
markets elsewhere. NSE will offer in the near future internet based 
Hading .systems not oiOy across the couiiity but hopefully oil hore as 
well. The lattei will help 10 integrate non-icsidem investors into the 
domestic on line real tiiiie systems. * 

It IS crucial for a developing iiiatkc t such as outs to h.ive in place hedging 
products against the volaiiht) f.iced in the maiket. Recognising that 
products suth as fiiltires and options arc new to our market, NSF, has 
spent more than rwci years building skills and disseiiimaiing knosviedge 
111 this vital scgmcni. As soon as regulatory .ippios.ils arc in pLice NSF 
will be in the forefront of the developmems iri derivatives scgmcni ol 
rhe markets as well. 

rhe mandate placed before NSF was to olfei services in the securities 
Industry comparable 10 besi glob d siand.irds as also to strengthen the 
market through ctimpctitive pressure. V^hile considerable progress has 
been made, the ta.sk is by no means complete. NSF. recognises that the 
'ccairities industtv m the coming years will continue loevolsc rapidly 
Product innovation and improved serstce siandards will increasingly 
.h’tcriniric leadership in the market pkice and 1 have no doiibi th.u 
given the vision o' its lop management team, dedical'ori and 
corhmitment of its highly prufession.ilised staff and the siip(x>ri it en|oys 
from the Government, the regulators and the general inve,sting public. 
N.SE is well poised to stay in the forcliont of the ch.inge 

S, H. Khan 
(.chairman 
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Calcutta Diary 

AM 

Forget Kargil, forget even Jammu and Baramula. The menace of 
militancy so-described is casting a shadow over the entire north-east, 
Assam nut ecluding. Assigning the credit for the disturbed state of 
affairs to over-activism on the part of Pakistan's ISI is laziness par 
excellence; the real danger lies in the possibility that we might 
actually come to half-believe some of the fictions we make up. 


IT is a bit like revisiting the scene of one's 
crime. Memories crowd in, memories of 
controversies and encounters. But by now 
these have acquired a curious non^ 
relevance. The identity of the victors and 
the vanquished is blurred by time. Not that 
that matters any more; the co-ordinates of 
daily living itself are transformed beyond 
recognition. 

Not just grammar, even the lingo itself 
is different. For instance, the debate over 
liberalisation has been definitively 
resolved. Such at least is the verdict of 
both the media and the ruling politicians. 
Sway as the world sways, is not that what 
globalisation is about? And, please, do not 
probe too intently into the nature of the 
concrete benefits showered on us as quid 
pro quo of our crossing over to a frec- 
market ambience, say in terms of overall 
growth, rates of growth of industry and 
agriculture, the rate of growth of 
employment, the level of savings and 
capital formation as well as the capability 
of the economy to export more so as to 
neutralise the impact of the rising tide of 
imports following the withdrawal of tariff 
and non-tariff barriers on trade. 

The cognoscenti will frown upon the 
habit of raising such otiose questions. 
Recourse to diversionary tactics, it will be 
their ruling, calls for a reprimand. 
Permission to chant the ‘mantra' of 
liberalisation is itself an exhilarating 
experience; the freedom of choice is a 
sovereign concept, queries on the quality 
of beatitude it leads to go ill with this 
freedom. It is accordingly taboo to refer 
to the statistics of economic achievements 
in the past quinquennium or thereabouts. 
Why not t^e into consideration other 
equally worthwhile data instead, such that 
whoever has been sworn in as the country’s 
prime minister did not waste any time 
before declaring to the world his undying 
loyalty, come what may, to the doctrine 
of liberalisation, and this list includes even 
the celebrated country bumpkin. True, as 
the years have unfolded, there have been 
occasional sparks of conscience at various 
levels. The sy.stem in its totality exercises 
theca.sting vote though. Those constituting 
the top decile of the community know the 
side their bread is buttered. If the worst 


comes to the worst and the other ninc- 
tenths of the population have the temerity 
to try to obstruct the proceedings, even a 
war can be arranged; if that diversion too 
is of little avail, the fraternity from overseas 
could be appealed to step in and protect 
the interests of the comprador class. In 
case there is an actual threat of armed 
uprising - sporadic at first but gradually 
gaining in momentum - why, precedents 
exist, arms and troops from overseas may 
arrive and en.sure that the country docs not 
fall in the clutches of wrong elements. For 
meanwhile the logic has brugeoned. A 
revolt again.st the ruling classes in the 
po.st-libcralisation epoch is, by definition, 
a conspiracy against the democratic order, 
'fhose belonging to the fre«dom-of-choicc 
camp cannot allow suclr monstrosities to 
take shape, vide the history, prc- as well 
as post-World War Two, of the Latin 
American countries. There will be, now 
and then, spanners in the works, inter¬ 
rupting the smooth functioning of the 
democratic-liberalised model. While 
hitches of this nature are always a nuisance, 
patience for the sake of democracy’s 
survival over the long haul is an imperative 
necessity. It is particularly advisable, given 
the developments in east Asia, to introduce 
minor amendments to the working agenda. 
After all, the policy of opportunism has 
now received the widest possible 
acclamation as the policy of the principle. 

Fortunately for the niling sect in every 
country, an extra degree of freedom is 
provided by the happenstance of the 
pre.sencc of a hostile neighbour across the 
border. The hostility has an aesthetically 
pleasing near-symmetrical attribute; 
politicians in the country adjacent to ours 
are as much concerned about the well¬ 
being of class brethren this side of the 
border, and, as the adage goes, vice versa. 
If luck holds, a situation might in fact be 
contrived to arise where supposedly hostile 
neighbours, soulmates of the first order, 
would help our rulers indulge in an out- 
of-the ordinary adventure; the advantages 
are mutual, a L^ore Declaration followed 
by a Kargil sunrise leaves nothing to 
imagination, Pareto’s optimality is reached 
among all the parties involved. We gain, 
our enemy gains, the international arms 


merchants, sponsored by the superpower, 
gain the most. 

Take into account the following 
additional aspect of the matter. Liberal¬ 
isation has taken care of wild prescrip¬ 
tions aimed at accelerating the pace of 
growth and narrowing socio-economic 
inequalities. The consequence has been, 
at least in the .short run, large-.scalc suffering 
for the nation’s overwhelming majority. 
It will still not do to lose one’s faith in 
the efficacy of the learning curve. Even 
the International Monetary Fund and the 
World Bank are now sounding sub¬ 
stantially contrite; they admit, they overdid, 
in country after country, the pastime of 
ordaining a free market arrangement 
accompanied by indiscriminate sale of 
public undertakings; some circumspection 
should have been cxerci.scd to prevent 
undesirable elements from taking charge. 
For countries hustled into ruination by 
Fund-Bank impetuosity, such as Russia, 
Thailand, Indonesia and the Philippines, 
the Fund-Bank confession has arrived, 
somewhat late. It nonetheless vindicates 
the tenets ol the Ken Arrow po.stulate 
which passes as the Impo.ssibility Theorem: 
no common measure can homogenise the 
intellectual calisthenics (d young Bank or 
Fund staffers ensconced in a downtown 
Washington DC bureau and the agony 
cxpciienced by victims in poor lands of 
the heartless regimen chalked out forthem 
by tho.se brats. Wait a jilfy though. Even 
at this .late hour, the two international 
financial institutions arc in a position to 
make a mild atonement for their pa.st follies. 
They can advise their equally imperialist- 
minded sister agency, the World Trade 
Organisation, to ctKil it off for some while; 
unbridled imports and a uniform .structure 
of tax legislation for foreign invc.stment 
that will be manna for transnational 
corporations are more likely than not to 
condemn to helple.s.s limbo the so-called 
Transition Countrifs. 

Fortunately for both Washington 
mandarins and politicians in the poorer 
lands, another practice is found to be 
tremendously helpful in situations of the 
kind described above. Why not stir up 
fundamentalist emotions? The trick works 
in India as much as in Pakistan. One does 
not require here even a line of control the 
breach of which could provide the pretext 
for malign activism. The needful will 
be done by extra-terrestrial convulsions 
within the confines of the mind. One can, 
quite literally, jump on one’s nextdoor 
neighbour, should he or she happen to 
subscribe to a different religious de¬ 
nomination than one’s own. It will be then 
the start of an exceedingly attractive 
season of recreation. The fundamentalists 
will have a roaring time; discovering agents 
of a hostile neighbouring country here. 
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there and everywhere will emerge as a 
full-time avocation. Sooner or later, blood 
will spill. But why is blood in the body 
for? 'fhe communal frenzy spliced with 
drummed-up patriotic emotion will be 
precursorof additional outlays for defence 
and internal security. No ntoney is available 
to Finance a meaningful programme of 
universal literacy or a nutrition pnijcct for 
the millions of helpless women and 
children. Money will however be 
automatically arranged where the nation’s 
external and internal security isconcemed. 
If not. a further degree of freedom, the 
sensible Americans will hail both the 
skirmishing countries out, but only after 
hitting them hard on the knuckles for their 


naughty-boy acts. A feeling of snug 
comfort spreads like a warm rug across 
the body on a cold, shivering dog: the 
superpower has, most kindly, agreed to be 
our patron and bossman. 

The outlook nonetheless refers to be 
anything but .sombre. Forget Kargil, forget 
even Jammu and Baramula. The menace 
of militancy, so described, is ca.sting a 
shadow over the entire north-east, Assam 
not excluding. Notwithstanding the 
carnival of elections, life i.s threatening to 
come to a .screeching halt, even passenger 
trains have stopped running. Assigning 
the credit for the disturbed state of affairs 
to overactivism on the part of Pakistan’s 
Inter-Service Intelligence is laziness par 


excellence: the real danger lies in the 
possibility that we might actually come 
to half-bclieve .some of the fictions we 
make up. 

The moving hand writes. It writes fiction 
too. Will the country itself, in due course, 
be reduced to a fiction? The suspense 
tucked into this expression of doubt was 
not a part of the basic data a decade ago. 
The landscape has therefore changed. And 
yet it has not, for New Delhi, enjoying the 
indolence of both the free market and the 
ersatz glory, courtesy the Americans, of 
military success, docs not accord it formal 
recognition. Is there much point then in 
revisiting the scene of one’s past 
indiscretions? The doubt docs not abate. 


COMMENTARY 


Setting the Agenda for Change 
in Indian Capital Market 
Five years of National Stock Exchange 

Sucheta Dalai 

In India it was not the capital market regulator or the government 
which drove the change towards automated tradiiift systems and 
modernisation of stock exchanges. The National Slock Exchange 
(NSE). through e.xample, has forced a relentless puce of change in the 
m.irkeis. The question now is what next? 


CAPITAL maiket reforms in India have 
far outstripped the procc.ss of liberalisation 
in every other sector oi the economy. In 
(act. barring issues .such as the residual 
problems ol papei-bascd trades, the lag in 
bank automation and the absence of 
dcrivai.vcs trading, the Indian .securities 
trading infiastructure compares with the 
best in the world - and in some respects 
is even better. 

A careful study of .stock market refonns 
indicates that in India it was not the capital 
market regulator or the government which 
drove the change towards automated 
trading systems and modernisation of stock 
exchanges. The National .Stock F.xchange 
(NSF.), a market intermediary, through 
example, demonstration and sheer success 
forced aji wift and relentless pace of change 
in the markets. 

The pace of refonns has been so dramatic 
that it is difficult to recall that less than 
Five years ago the picture of .stock trading 
in India was one of sweaty, raucous jobbers 
jostling to conduct trades in the crowded 
trading ring of India’s oldest stock 
exchange. As the NSE completes Five years 
of operation, it is intere.sting to examine 
the process of change that ended the saga 
of broker defaults, counter party risk, low 


liquidity, delaycdscttlements and frequent 
closures, which were the hallmark of Indian 
bourses and iheir antiquated trading 
.systems. 

The creation of an independent capital 
market rcgulatoi was thc-starting point. It 
laid the grouniK for experimenting with 
a professionally managed stock exchange. 
When the Securities and Exchange Board 
of India fSEBI i. underchairman GVRama- 
krishna, began to draw attention to mal¬ 
practices on the bourses and demanded 
better regulation. di,scipline and account¬ 
ability it led to a tremendous storm of 
protest from the brokers and underlined 
the need fora professionally run alternative. 

Around that time a committee headed 
by M J Pherwani, until then the darling 
of the brokers, recommended, among other 
things, the creation of a second stock 
exchange in Mumbai to be called the 
‘National Stock Exchange'. Once again, 
this let off howls of protest from the trading 
community, but over time the continued 
recalcitrance of brokers and their in 
temperate protests against SEBI led to the 
establishment of the NSE. 

Whatever the public posture of .support 
with regard to the NSE, neither government 
nor the regulator expected it to be more 


than a threat to the Bombay Stock Exchange 
(BSE) forcing it into accepting regulatory 
supervision and modernising its .sy.stcmr,. 
Nobody certainly expected the NSE to 
emerge as a clean and efficient nation¬ 
wide trading system providing investors 
in 280 cities direct access to a single, safe 
and transparent sy.stem. 

The BSE tho.se days was dominated by 
a broker coterie who.se power lay in its 
ability to dominate trading across lumrses 
in Calcutta, Ahmcdabad and elsewhere. 
The BSE had begun the procc.ss of auto¬ 
mation in the early eighties, under the 
leadership of pxecuti ve director M R Mayya 
and president Mahcndra Kampani. In fact, 
the duo had gone so far as to decide on 
the .specific computer .system that the BSE 
would buy. But the broker coterie simply 
forced it to drop the move, fearing that 
automation and transparency would end 
their dominance. The process was revived 
only altcrthc NSE's ‘urnovercro.sscd that 
of ;hc BSE and continued to rise 
relcntlc.ssly. 

NSE’s biggest break was probably the 
fact that nobody expected it to succeed. 
The broker community had succc.' sfully 
perpetrateo the myth, that “technology 
docs not build markets, it is brokers wha 
build markeLs”. They claimed, and even 
believed, that only brokeis understood the 
complicated mechanics of stock trading 
and they alone could run bourses. This 
complacency had two positive consequen¬ 
ces: the BSE,by refusinglochange, allow¬ 
ed the NSE to set the agenda tor change 
in the capital market without pressure, 
threat or interference. Since nobody gave 
the exchange more than a Fighting chance 
of survival, no one coveted the top jobs 
and this set the stage for six honest and 
dedicated professionals to take on the 
challenge ol creating a new exchange. 

1 he team First di.scardcd the coiKept of 
a national stock exchange only in name 
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as proposed by the Pherwani committee 
report. It chose instead to beatnily national 
exchange which provided investors across 
the country access to a single screen 
through a VSAT network. (India was the 
first country to u.se a VSAT-based trading 
system in the capital market. The NSE’s 
VSAT network remains the large.st such 
facility in financial markets linking over 
4.000terminals acro.ss 280cilies.) A sy.stcm 
which documented the exact time and 
price of each transaction ensured vastly 
improved transparency. Ravi Narain, 
deputy managing director of the NSE says 
that low expectations from the bourse 
allowed the team to take “humungous 
risks”. S S Nadkami. then chairman of the 
Indystrial Development Bank of India 
(IDBI) and the NSE, allowed the team 
complete freedom to decide on the sy.stems 
and structure. All he did was to “check 
every now and then if everything was 
going well”. 

Trading on the NSE took off on 
November4,1994 amidst predictions that 
it would .soon fail. The faceless automated 
trades of its system had none of the drama 
and excitement of an open outcry system. 
The VSAT-based system would never 
work, one was told. Wait until the first 
settlement had to be completed, said 
brokers. A bunch of ‘sarkari’ development 
bankers would never be able to conduct 
a weekly settlement, leave alone one at 
multiple locations, they said. 

When the exchange rcfu.sed to oblige by 
collapsing, the dire predictions were 
po.stponed to the time when turnover would 
increase. At the newspaper that I then 
worked for, not a single day passed without 
calls fntm brokers announcing perceived 
and potential failures of the NSE. Some 
savvy investment analysts even said that 
NSE's very transparency and efficiency 
would f>c its undoing. Nobody in India 
wants a clean and transparent market; 
markets had to provide an avenue for 
invc.sting ill-gotten money, they argued. 

Institutional investors, including those 
who helped promote the exchange, had as 
little confidence in its future as the re.st 
of broker cammunity. The NSE had 
assumed that at least a portion of 
institutional business would be directed 
towards it. This did not happen. Even 
foreign investors, who had never lost an 
opportunity to ridicule and speak 
disparagingly about our primitive trading 
systems took a long time to shift their 
trades to the new exchange. Some 
explained that it was because they only 
had BSE brokers on their approved panels. 

NSE’s main support came from new 
brokers who couldn’t get on to the BSE’s 
limited membership and from small town 
investors who haa no direct acceiis to the 
marke' The latter group was tired of 


waiting for nearly three days to get a trade 
confirmation, usually at the worst price of 
the day. Another volume booster was the 
opening up of arbitrage opportunities 
between the NSE and other exchanges; 
these alone accounted for a big chunk of 
trading. 

Predictably, trading picked up very 
slowly. After six months of existence, 
NSE chairman S S Nadkami asked the 
team “Are you ever going to cross into 
double digits?” The BSE turnover was 
then a grand Rs I OOcrore per day. It slowly 
became clear that the NSE was not going 
to go bust and that weekly settlement on 
a nationwide basis was possible. Turnover 
then began to grow at a spanking pace. 
From single digit turnover for six months, 
the NSE turnover crossed that of the BSE 
on November 5,1995 - exactly a year and 
a day after it began operations. One 
significant reason for NSE’s growing 
turnover was the rate of order conversion. 
In the open outcry system conducted for 


barely two hours in a trading ring, just 
about 30 percent of the orders were actually 
converted into trades. The automated 
system raised this to a whopping 90 per 
cent. 

The NSE’s clearing corporation proved 
for the first time that not only were weekly 
settlements po.ssible but that they could be 
conducted with clockwork efficiency out 
of four clearing houses across the country. 
The settlement procedure was followed by 
ruthless auctions to ensure that delivery 
and payment schedules were not messed 
with. This has to be seen in the context of 
the BSE insisting to then SEBI chairman 
G V Ramakrishna that weekly settlements 
were impossible for any exchange to 
handle. The BSE tho.se days had a 
fortnightly settlement cycle and even these 
were always so off-schedule that it was 
fairly routine for two or three settlements 
to be clubbed together. 

This was the turning point As NSE's 
turnover continued to grow, the BSE 
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NSE-BSE Turnover Comparison 



Period 


BSE Turnover 


NSE Turnover 


launched a blitzkrieg of criticism, alleged 
unfairness over NSE’s national operations 
and continued to predict potential defaults 
and collapse of the NSE at cvei^ new 
leading milestone. But nobody missed the 
writing on the wall. With the BSE's own 
member acquiring NSE memberships, its 
leadership realised that it either had to 
shape up or wither away. It took the smart 
option andbegantoimplementitsown auto¬ 
mation programme in a hurry and spruce 
up its administration to conduct its own 
weekly settlements without clubbing, 
delaysorglitches.TheNSEcontinuedto find 
ways to make the market fail-safe. 
Writing in the safety factor: 

As NSE’s turnover began to shoot up, 
the larger trades and order conversion also 
increased market risk. The next agenda 
was to introduce fool-proof risk contain¬ 
ment measures. Unlike international 
bourses, the NSE had to rely as little as pos¬ 
sible on the slow and .stodgy legal system 
for redressal of is.sues related to broker 
default or fraud. The choice was to go for 
multiple risk containment measures 
borrowed from different types of markets. 

* It forced members to be adequately 
capitalised by imposing high networth 
requirements. This attracted corporate 
members and allowed it to get away from 
the dominance of the ‘fourth generation 
family broker model'. Next, it introduced 
a centralised insurance cover for ail trading 
members in June 1995. 

* An online risk monitoring system, which 
was introduced in January 1997, was a big 
innovation. Over a period of time it began 
to track open positions in real time, not 
merely at the end of the day. Brokers who 
crossed their exposure limits are 
immediately and automatically logged out 
of the system without any scope for bias 
or favour. They are re-connected as soon 
as they permit the exchange to close out 
theircxcess positions or bring in additional 
margins. 

* When trading volumes began to approach 
thcRs l,OOOcroreadaylevcl,NSEdecided 
to tighten up security even further, by 
borrowing the concept of settlement 
guarantees from the options and futures 
exchanges of Chicago. The settlement 
guarantee was provided through the 
National Securities Clearing Corporation, 
which is.the NSE’s subsidiary specifically 
set up to handle all clearing operations. 

* The high level of automation could not 
wish away the dangers of fake and forged 
trades being dumped on the system, 
particularly since NSE’s guarantee initially 
covered these risks as well. After being 
hit by deliberately introduced fake and 
forged certificates on several occasions, 
they put in place a strong surveillance 
system, headed by a former police 
commissioner. 


* In January 199H it began a 100 per cent 
pre-verification of securities introduced to 
detect fake, forged and stolen shares. 

While the NSE modernised the trading 
.system, it was helpless against paper related 
problems, fake and forged shares and 
signature mismatches. Its reaction was to 
promote a depository to push the move 
towards paperless trading. The Stock 
Holding Corporation of India, set up in 
the early eighties, had not made much 
headway in transiting to a depository and 
continued to operate as a custodian for the 
investments of financial in.stitutions. 
Initially, the NSE tried to work with the 
SHCIL, but in 1996 it decided to set up 
the depository on its own. In less than two 
years, the National Share Depository has 
made rapid strides and the value of shares 
dematerialised has crossed one trillion 
rupees. The introduction of compulsory 
demateriaKsation in select scrips by SEBl 
has enabled it to move towards a rolling 
settlement in a few of these stocks. 

One of the NSE’s significant achieve¬ 
ments was to prove that the separation of 
ownership and management of the 
exchange from trading rights can create 
a better, more efficient and transparent 
trading system. The NSE is owned by 
financial institutions and managed by 
professionals, without representation'to 
brokers on its board of directors. 

The question is what next? At the end 
of five successful years, the NSE is no 
longer the unfancied underdog - and that 
is when the troubles begin. Its growth now 
seems choked by bureaucratic and legis¬ 
lative roadblocks, almost as though the 
authorities want to give other exchanges 
a chance to catch up with the NSE. This 
has already begun to impact the NSE. The 
growth in turnover has not only stopped. 


but it has also conceded its number one 
position with regard to volumes to the 
BSE in the last week of August. Part of 
the reason may be SEBTs refusal to allow 
it to increase trading exposure in line with 
the imposition of higher margins mandated 
by SEBI. 

The NSE's attempts to introduce Futures 
and Options trading has also been blocked 
for over two years for want of legislative 
and regulatory approvals. It had opted for 
internationally accepted derivatives 
trading, instead of the primitive and out¬ 
dated badla system. However, vague fears 
about the danger of derivatives trading 
and the uncertain political situation have 
kept this business from taking off. From 
September 6, the NSE kicked off a second 
three-days settlement cycle, which will 
run parallel to the regular weekly one. 
According to brokers, this settlement will 
offer arbitrage opportunities between the 
two settlements within the exchange, and 
could help boost volumes again. Only time 
will tell whether this turns into yet another 
significant innovation or just a damp squib. 

Its attempts to introduce stock lending 
through the Automated Lending/ 
Borrowing Mechanism have also received 
a lukewarm response. Stock lending 
volumes average barely Rs SO lakh per 
settlement. The lack of enthusiasm is 
attributed to high lending/borrowing 
charges and the non-participation of 
financial institutions. 

The NSE’s debt market is also a sore 
issue with several of its members who 
coughed up big fees for the debt segment 
membership, 'fhe exchange, which planned 
to develop the debt market, has failed to 
make much headway for several reasons 
beyond its control. Tlie silver lining is that 
following YeshwantSinha’s 1999 budget. 
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dcbl trading has slowly begun to pick up 
and daily vcdumc.s have touched Rs 1.00() 
crore. 

But the future is clearly uncertain. The 
NSE IS now u big and formidable player 
- which will be watched and blocked at 
every opportunity. Ironically, while stock¬ 
brokers arc fond of dubbing it a ‘sarkari' 
exchange, it receives very little support or 
encouragement from the government. For 
instance, if the mandarins at the finance 
tnini.stry had devoted to the introduction 
of derivatives trading even a fraction of 
the time they did to the reintroduction of 
hadla trading or the expansion of the BSE 
trading system, India would have been 
able to boast a lull menu of international 
trading instruments including derivatives. 

ANDHRA PRADESH 


ANDHRA PRADESH was ruled by the 
Congress Party since its formation till 1982. 
From 1953 to 1982, a period of 29 years 
of Congress rule the state had seen 11 
chief ministers, the average tenure working 
out two-and-a-half-years each. The 
instability of the chief ministerial chair 
was a direct spin off from the Congress 
style of functioning. Though Brahmananda 
Reddy had a majority support in 1971. he 
was dropped and P V Narasimha Rao was 
nominated. With the imposition of the 
CMs came interference by the centre. 
Almost everything in the state came to be 
decided in New Delhi. There was 
dissatisfaction in (be state as a result. To 
please the high command even transicrs 
and promotions of middle ranking ofllcials 
were referred to the national capital by the 
nominated CMs. The bureaucracy, the 
opposition parties and NGOs were 
outraged. Within the party itself there were 
groups. The three major factions were of 
Narasimha Rao, Chenna Reddy and 
Anjiaha. There were caste formations - 
reddys and kaminas were the dominant 
groups. Till 1982 seven of the 11 CMs 
belonged to the reddy community who 
comprised 12 per cent of the population. 
The kammas were 8 per cent of the 
population and yet no CM came from the 
community. The group had felt 
marginalised. With less than 5 percent of 
the population, two brahmins were chief 
ministers of the state. That means the reddy 


In fact, the NSE’s role in revolutionising 
Indian capital markets in so short a time 
is .scarcely recognised. 

It would be short-sighted to believe that 
the process of development and modern¬ 
isation of Indian capital markets can now 
come to a halt. International money flows 
and our constant progress towards currency 
convertibility will put the Indian bourses 
in direct competition with aggressive and 
innovative exchanges in the we.st and the 
far cast. Only constant innovation and ag¬ 
gressive marketing will ensure that trading 
in Indian shares remains in India. If the 
govemmem recognises this, it will ensure 
that the young and innovative NSE is not 
stymied and killed - after all an exchange 
is only as good as its best professionals. 


power in Andhra was lar beyond their 
numerical strength. Every fourth MLA in 
the state was a reddy. They occupied the 
commanding heights ofthc village society 
and operated as the traditional vote banks 
of the Congress. 

The Congress became stronger in Andhra 
through the years. From 41 3 per cent 
votes polled in 1957, it received 56.2 per 
cent votes in 1980. However, the achieve¬ 
ments of the Congress were hardly any. 
The party was voted to power because 
there was no other alternative. A Planning 
Commission .study had ranked Andhra 14th 
on development in 1978. The state’s 
position had slipped from eighth rank in 
1961 to 14th in 1978. The literacy rale of 
Andhra was lowest among southern states, 
a mere 29.9 per cent in 1981. The state 
public sector undertakings were losing 
heavily because of mismanagement and 
political interference. To add to the 
economic chaos there was political instabi¬ 
lity, factions within the Congress settling 
scores agai nst each other. The bureaucracy 
was in a state of anarchy. With constant 
change of CMs and other ministers, 
deci.sions taken by one CM were overturned 
by the next. Then there were scandals of 
land grabbing, etc, involving Congre.ss 
politicians. It is underthese circum.stanccs 
a new party, Tcliigu Desam. challenged 
the Congress in the legislative assembly 
elections of 1983 and won 199 of 294 
seats. The party at its origin drew inspiration 


from the DMK and ADMK ofTamil Nadu 
and made u.se of the ‘Andhra’ or ‘Tclugu’ 
sentiments to capture power. 

Like the DMK.Telugu Desam too hurled 
attacks on the centralising tendencies of 
the Indian state and lack of autonomy to 
the states. The major issue of centre-state 
relations was fiscal devolution and 
unimpaired state autonomy without central 
encroachment in the functional spheres of 
economic and .srxiial development. The 
vast .section of the electorate had become 
disenchanted with the Congress by 1980. 
Even in pro-Congress states like Karnataka 
and Andhra the debate on centre-state 
relations was on. More than the elected 
stale government the powerful popular 
movements in states were prepared to 
challenge the central government on the 
overwhelming centralisation of the central 
government. There were not many people 
in the southern slates willing to buy the 
argument that the enhancement of the 
powers of the stale would lead to the 
weakening ol the centre and undermine; 
national unity. All through his campaign 
in 1983, N T Rama Rao, made it clear that 
he would be inclined to lake the initiative 
of appointing a committee of enquiry to 
go into all aspects of cent re-state relations 
and its report would constitute the basis 
of the Andhra Pradesh government’s 
approach to the central government. 

As leader of the Tclugu Desam, N T 
Rama Rao brought the ‘Telugu nation 
question' to the open. By raising the slogan 
of Andhra self-respect, he posed a chal¬ 
lenge to the Cttngress. In his speeches, NTR 
explained to the people how the Congress 
had treated the state as a national propeny 
without due consideration to Telugu aspira¬ 
tions of the people, how the high command 
had imposed inciricienl chief ministers at 
the whims and fancies of the party. His 
comments on the three chief ministers 
Bhavanam Venkatram who hud ti short¬ 
lived reign of .seven months. N Jarardhan 
Reddy and Vijayabhaskara Reddy nomi¬ 
nated and removed by the parly high com¬ 
mand often rou.sed derisive laughter, indira 
Gandhi had replaced local leaders with 
strong local moorings with hand-nic-down 
non-entities without grass roots support. 
She had utter disregard to local .sen.siti vi ties. 


TABCk: CdNOW-.SS Pl UI-ORMANn: IN Lok Sabiia 
Ei.k tions 

(Per cen:) 


Year 

Voles Pulled All Over 
India 

Votes Polled 
in Andhra 

1957 

47.8 

41 3 

1962 

44.7 

47.9 

1967 

40.7 

36.8 

1971 

43 0 

55 1 

1977 

34.5 

57 3 

1980 

42.6 

56.2 


Source: India Today, October 15, 1982 
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In the 1978 state elections the Congress 
had won with a thumping majority of 248 
seats in a house of 294. But the infighting 
within the party was so bad that in the 
crucial municipal corporation election of 
1981, the Congress lost out to the com¬ 
munist parties in Vijayawada and to the 
BJP in Visakhapatnam. The party trium¬ 
phed because of the inefficient and inef¬ 
fective policies followed by the Congress 
Party. There was discontentment both 
within and outside the party. Andhra was 
ready for desiring a change which came 
in the person of N T Rama Rao and his 
Telugu Desam. The Congress on account 
of internal infighting and bickering lost its 
appeal to the electorate. 

Entry of NTR 

The man behind the party was Nandamuri 
Taraka Rama Rao, an actor with over 30 
years of film career behind him, having 
acted in 300 films, a household name in 
Andhra. He had acted as the just ruler and 
capable of providing good government in 
his films. It was his personality which 
acted as the cataly.st to activate a process 
of changes towaids a new political build¬ 
up. Being wealthy and afllucnt the first 
thing that he communicated to his people 
is that he was not after money and power; 
1 did not come here for money. I did not 
come here for status and prestige. I en joyed 
all this and more. I came here as a sariyasi 
to follow you. I have earned money. I have 
status. And all because you gave it to me 
(India Today, January 1983, p 25). 

As an actor NTR did have enough of 
money as well as status. What impressed 
the people is his rhetoric of renunciation 
- service without self. “I came here as a 
‘sanyasi’ to follow you”. His saffron garb 
further mcsmcri.sed the audience, giving 
an impression of a religious figure in 
secular action. People, specially the poor, 
need me.ssiahas. NTR’s rhetoric was one 
of providing salvation. In the party 
manifesto, NTR slated: 

The 35 years Congress misrule has created 
such a mess that the Telugus have to hang 
their heads in shame. Despite over¬ 
whelming majority of the ruling party in 
the state assembly, political instability 
has become the order of the day. The 
enthronement of four and dethronement 
of three-chief ministers within a span of 
five years is an indication of the sorry state 
of affairs. The elected representatives 
of the people have become mere pawns. 
They have neither the power to elect their 
leader nor to impeach him. Nor is all well 
with the opposition which is hopelessly 
divided leaving the field free for the 
Congress(I) to rule the roost. There is no 
limit to the injustice meted out to the 
people of the state. It is because of this 
historical necessity, Telugu Desam has 


come into existence in Andhra Pradesh. 

The Congress Party in Andhra Pradesh 
was so centralised that it provide no local 
autonomy. The constant change of leaders 
in the state was an indicator of the dictatorial 
tendencies of the party. The need was to 
assert Telugu pride. That was the essence 
of NTR’s message. NTR was able to enter 
into the Telugu psyche. In his intensive 
election campaign, he travelled in a 
specially designed car and made use of 
modem media like audiotapes. Like his 
counterpart in Tamil Nadu, he was quick 
to mock the Congress and assert that for 
35 years Andhra had been neglected and 
humiliated by the people of the north. As 
a popular scheme, he assured the electorate 
he would offer a kilo rice at Rs 2 through 
the public distribution .sy.stem and midday 
meals to .school children. 

Right from the start NTR projected 
himself as the saviour of Andhra people. 
To convey his message to the people he 
used expressions like 'atma gouravam' 
(self-respect), ‘dharma yuddham' (war of 
righteousness) and kunishetram (epic war 
in Mahabharata). One of his cutouts in a 
public place, had this message: ‘Telugu 
desam pilustondi, lea, kadaliraa’ (Telugu 
desam is calling, arise, join). The Telugu 
Desam Party men used expre.s.sions like 
■jaati gouravam' (honour of the Telugu 
race) and Teluguvalla gappatanam (the 
gieat heritage of the Telugu people). 

Pamphlets, cassettes, posters and films 
were all used to propagate Telugu pride. 
Songs of the patriot Gurujada Appa Rao 
and plays and other works of Kandukuri 
Veerasalingam and Alluri Sitarama Raju 
were used to tell the people that the party 
is committed to social reform of Telugu 
.society. These re formers of Andhra Pradesh 
had adviKated equal rights to women, 
abolition of dowry and equality of all 
humans. In his speeches, NTR lamented 
that the land where Gurajada had left his 
footprints, whcic Alluri had laboured and 
produced people likeNannayya, Tikkanna 
and Errapraganda, the trio who had 
translated Mahabharata into Telugu have 
fallen prey to rulers in Delhi. With pro¬ 
fessional skills of the movie world there 
was a finesse to his appeal. Besides he 
made use of religion extensively to gamer 
votes. His rote in films as Krishna, Kama, 
Bhishma, Veera Brahmendra Swamy, .Sri 
Krishna Devaraya, Sri Rama and Brahma 
Nayadu all mythological figures were 
paraded prior to the election. Of course, 
a secular interpretation was offered. 

The approach of NTR was one of 
integration of Andhra with the nation. 
Though he asserted for regional autonomy, 
he was not a separatist. The Telugu Desam 
movement was vciy different in some ways 
from that of the DMK in Tamil Nadu. In 
fact, NTR had made it clear that Telugu 


Desam does not .stand for separati.sm. While 
.seeking more autonomy for Andhra he 
as.serted; “We stand for national unity and 
integration. We owe allegiance to the centre 
and wish to strengthen it so that it could 
fulfil its responsibilities” (Deccan Herald, 
January 10, 1983). On the other hand, he 
also stood for local autonomy. His 
opposition was to a centralised Congress 
system that looked at India in temis of 
uniformity. His vision was con.stitutional 
- 'unity indiversity'. While asserting local 
pride and making use ot it extensively to 
capture votes, he never once made an issue 
of separatism. His economic programme 
was populist: He assured during the 
campaign to make rice available at Rs 2 
a kilo through the public distribution 
system, free midday meals to school 
children and a.s.sistance for weddings of 
the poor. No one can transform an ailing 
economic system into a nourishing one 
with such populist measures. NTR did not 
make use of the popular support he had 
for building a strong economy with long¬ 
term goals. The con.sequcnce was that the 
same economic problems grew in 
magnitude. People’s disenchantment led 
to the lo.ss of power of TDP in the 1988 
election. The rice ai Rs 2 a kilo proved 
costly to the exchequer. The midday meals 
for school children ran into trouble. School 
teachers were unwilling to handle the 
scheme. TDP lost the election in 1988. It 
was returned to power at the state level 
in 1994 and N T Rama Rao was .sworn 
in as chief minister again. I Ic died in oft icc 
in 1995. Chandrababu Naidu. his son in¬ 
law took over governance. 

AntiR NTR 

Chandrababu joined politics in 1978 
when he contested the Chandragiri 
constituency and won. He joined the 
Telugu Desam when his father-in-law 
founded the party and got elected in 1989 
to the Kuppam con.stituency. He was re¬ 
elected in 1994 and was cntni.stcd with the 
finance portfolio by his father-in-'aw. 
When his father-in-law died in 1995 he 
became the chief minister at the age of 45. 
The 1996 elections produced a hung 
parliament. The United Front, a coalition 
of 14 parties formed the government with 
Deve Gowda as prime minister. Becau.se 
of the strength of Telugu Desam and 
Chandrababu Naidu's sttiture as regional 
leader, he was accepted as chairman of the 
United Front government. The 1978 
general elections too, it was a hung 
parliament. Chandrababu Naidu once again 
proved a brilliant tactician. Though 
opposed to the BJP, he was more averse 
to the Congress, his arch rival. Given his 
home situation in Andhra, he instructed 
his 12 TDP parliamentarians to abstain 
from voting against the BJP-lcd govem- 
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ment in the coiindencc motioiv For his 
support, the party was awarded the 
spe^er’s post. 

Known as a 'modem' chief minister of 
India, Chandrabahu Naidu has received 
wide applause - from Bill Gates to Atal 
Behaii Vajpayee - for his achievements 
in placing the twin cities of Hyderabad and 
Secunderabad on the 'Netlas'. His was the 
first state to embark on a massive pro¬ 
gramme of lestructuring in accordance 
witli the guidelines of the World Bank and 
IMF. His first task as chief minister was 
to fill the empty coffers of the .state treasury. 
One of the instructions of the World Bank 
was to cut subsidies. Naidu increased 
power tariffs, water rates and bus fares, 
while there was reduction in rice subsidy, 
professional lax and turnover tax on trade 
was increased. For the rapid growth of the 
state, he was for borrowings from the 
World Bank. To instil confidence in 
investors, he has succeeded in building 
super class infrastructure including the 
information technology industry. 

Chandrabahu want.s the slate to be fastest 
growing .state in the country. The areas 
identified for growth are pharmaceuticals, 
mining, labour-intensive export-oriented 
units, contract farming, agro-based 
industry, tourism and information techno¬ 
logy. For improving environmental health, 
he has initiated a campaign for a ‘clean 
and green’ state. 

According to V Hanumanta Rao who 
has analysed the state's financial per¬ 
formance during the first two years of 
Chandrabahu Naidu's governance the 
following facts arc quite revealing. When 
Chandrabahu Naidu worked as finance 
minister in N T Ram Rao’s cabinet, in the 
very first year (1993-94) the state's surplus 
of assets over liabilities deteriorated to a 
deficit of Rs 1,302 crore. In 1996-97, his 
first year as CM, that amount further 
deteriorated to Rs 5.116 crore. Concretely, 
while the liabilities rose by about 14 per 
cent, assets declined by over 4 per cent. 
The consolidated receipts increased by 
I2.S4 per cent and the expenditure by 15 
per cent. Public debt amounted to 26 per 
cent of receipts. The net deficit in the 
consolidated fund rose by 91 per cent over 
the previous yeSir. 

A glance at expenditure reveals that the 
axe of increase in non-plan expenditure 
fell on social services in 1996-97, from 
44 per cent of the total revenue of expen¬ 
diture to 36 per cent. Along with it loans 
and grants given to different local btxlies 
in 1996-97 declined. The internal bor¬ 
rowings in 1996-97 were Rs 2,792 crore. 
Around 82 per cent of this was repayment 
ofprincipal and payntent of interests. Again 
93 per cent of receipt of small savings, 
provident fund and depo.sits was used 
for re; ayment of principal and payment 


of interest. Internal debt has increased 
by about Rs 500 crore every year since 
1991 -92. In 1996-97 it was up by Rs 1,000 
crore. Because the state had no money it 
postponed repayment of loans to the centre 
six times in 1996-97. To make matters 
wor.se Rs 2,140 crore of the budgeted 
amount was not spent in 1996-97. It is 
intriguing that a state under resource crunch 
was not able to spend even the allotted 
amounts. The story was the same for 
external loans. Loans received have not 
been fully used. What impact does a 
financial policy of the kind have on the 
poor of the state'.’ 

Though the education expenditure 
increased, much of the increase was in 
higher education. On nutrition and medical 
health, areas of concern for the mas.ses, 
the expenditure was low. 

Under Chandrabahu Naidu Andhra 
Pradesh sought and implemented a World 
Bank guided Economic Restructuring 
Programme - a Rs 2,2(X)-crorc loan was 
given to Chandrabahu Naidu in spite of 
sanctions imposed on India for its nuclear 
explosions. The state won the World 
Bank's accolades for quality of work and 
strict adherence to norms. The state has 
committed itself to reforms. A grant of 
Rs 3,300 crore was for investment in 
education, primary health, irrigation, rural 
roads and nutrition; Rs 280 crore was to 
be invested for rc.structuring of public 
enterprises to be utilised for voluntary 
retirement benefits. Indiscriminate bor¬ 
rowings have pushed the state into a debt 
trap. A year ago Andhra had a debt of 
Rs 20,470crore and the annual debt .servic¬ 
ing used to co.st the state Rs 2,722 crore. 

Chandrabahu Naidu has travelled from 
district to district exhorting the people to 
take up activities like road, building on 
voluntary bases. The Janmabhoomi pro¬ 
gramme is a community participation 
programme of self-help. The programme 
observed every three months for a week 
was started to focus on the needs of the 
people. The entire government machinery 
gears up to work with the people. Students 
too are involved. The idea is to change 
the mindest of both people and officials 
about public causes and to usher in social 
changes by propagating against the ills of 
dowry, uutouchakility. bonded labour and 
child labo' r. How .serious is the govern¬ 
ment about the programme'.’ There are 
different perceptions. While rulingTelugu 
Desam considers it a success story, the 
opposition has levelled chargesof diversion 
of panchayali raj development funds to 
'janmabhoomi' programmes and have 
argued that this was more for consolidating 
vote banks than interest in the rural poor. 

N T Rama Rao capitalised on the 
misdeeds of the successive Congress 
governments and made use of the 'Telugu 


pride’ rhetoric to capture votes. But if one 
has to critically look at the programme of 
his party, it was no different than of the 
earlier governments. The very same ills 
that plagued the Congress regime affected 
the Telugu Desam’s governance. What 
began as a government with a difference 
ended up with a government with no dif¬ 
ference. That is why Telugu Desam lost 
power in the election of 1988. Chandrabahu 
Naidu was of course different from his 
father-in-law. He had options as he took 
over governance. Both NTR and Chandra- 
babu Naidu were chief ministers from the 
kamma community. While Congress was 
perceived as ‘reddy raj’, given the small 
percentage of (8 per cent) kammas in the 
state, the Telugu Desam government had 
to project itself as the government of the 
poor - the minorities, dalits and other 
OBCs. Chandrabahu Naidu was not 
comfortable with that image. He wanted 
to project an image beyond the nation to 
his .stage, going beyond caste in the name 
of modernity and change He i s consciously. 
pro-rich. All his programmes are meant 
lor the wealthy .sections of Andhra. For 
the poor, things have become worse ever 
since Chandrabahu Naidu initiated his 
reform programmes. 

Naidu no doubt has emerged as the most 
visible chief minister and the darling of 
the rich because of this pro-rich policies. 
His concept of development is limited to 
cities and towns. The construction of 
llyovers docs not provide food, clothing 
and shelter to the poor. It makes the rich 
cdntractors richer and provides better 
infrastructure facilities to capitalists and 
traders. The huge amounts spent on indus¬ 
try oriented infrastructure are normally at 
the cost of rural development. The closure 
of several state jcvcl public sector under¬ 
takings has increased unemployment. 

Andhra has the lowest literacy rate in 
south India. The Telugu Desam as a 
regional parly hud provided hope of 
development for Andhra. What has hap¬ 
pened is just the opposite. The challenge 
of development is to improve the quality 
of life specially of the poor. Progress and 
development must therefore look beyond 
the mere growth in per capita incomes to 
the question of equity. Increasing camomic 
inequality in a growing economy is 
unavoidable. Privatisation and liberalis¬ 
ation are mantras of the global capitali.st.s 
whom Chandrabahu Naidu has been .sen¬ 
sitive and welcoming. Markets do promote 
efficiency and serve the consumers who 
have the requisite purchasing power. The 
fact is markets eliminate physically all 
those who do not have purchasing power. 
That is why we have witne.s.sed suicides 
of farmers in Chandrabahu Naidu's state. 
The major policies to transform any 
society is abolition of zamindari system, 
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introduction of land reforms, initiation of 
community development programmes and 
panchayati raj institutions. Traditional 
hierarchical patterns have to be changed. 
This is possible by doing away with 
/.amindars who continue their exploitation 
on caste-class lines and do not permit the 
dalits and the marginalised communities 
to climb the ladder of progress and develop¬ 
ment. Andhra Pradesh is yet to see an 
agricultural revolution. If the Peoples War 
Group and naxalites have increa.scd their 
activity, it is because the domination and 
exploitation of the landlords and money¬ 
lenders is on the increase. Even political 
murders are on the increase. According to 
the government of Andhra release, during 
1990-94, when Congress^was in power 
132 TDP workers and 195 Congress 
workers were killed. From 1995-98 of 
TDP rule 205 TDP workers and 236 
Congress workers were killed. 

While Chandrababu Naidu was the 
chairman of the national front of secular 
forces in 1997 and a critique of BJP, in 
1998 his party abstained from voting 
against the BJP to save the Vajpayee 
government. While other allies of the BJP 
were divided on the issue, there was no 
such divi.sion within the TDP. C'handra- 
babu holds that it was better to sail with 
the BJP than help the Congress come to 
power. It is the fear of the Congress that 
pushed the TDP into the BJP’s arms. Com- 


.SOME divergence in the cotton crop 
estimates for the current season given by 
different agencies is understandable in 
view of the difference in their sources of 
information and the methodology followed 
by in compiling thc.se figures. However, 
there should be no such divergence in crop 
statistics for the previous seasons since 
they can be corrected by comparing them 
with the actual ginning and pressing 
statistics which are available, if effort is 
made, from ginning and pres.sing factories, 
as also with figures of cotton production 
and consumption maintained by the union 
textile ministry. Theunion finance ministry 
appears to have neglected to undertake 
any such reconciliation of statistics as is 
evident in the Economic Survey 1998-99. 

If even a private organisation like the 
East India Cotton Association (EICA) can 
compile figures of actual ginning and 
pressing of cotton in the country every 
season, tliere can be no convincing rea.son 


munalism was never an issue to the TDP. 
His .single principle is survival in politics. 

It is the anti-Congress rhetoric that 
brought N T Rama Rao to power and it 
is the same rhetoric that continues with 
Chandrababu. Though in terms of policies 
there is no big difference between Con¬ 
gress, BJP and Tciugu Oesam. The last has 
no intention to go with the Congress, its 
arch rival in Andhra. But as a shrewd 
tactician Chandrababu is aware of the 
dangers of aligning with BJP. He will lose 
around 20 per cent of the minority votes 
- Muslims and Christians. And if he loses 
that vote bank, the party is bound to hand 
over power to the Congress in the .state. 
Will he emerge as the leader ol rural Andhra 
in the forthcoming elections? Chandra- 
babu’s influence will remain restricted to 
the cities. That loo if he docs not align 
himself with the communal BJP. With a 
big cluster of minority voters in the twin 
cities of Hydcrabad-Sccunderabad if he 
aligns with BJP he may have to take to 
political sanyasa. In the rural areas the 
voters may have to find an alternative in 
the Congress. One cannot .sing the regional 
rhetoric of ’Tciugu Desam’ while at the 
same the time going out of the way lo 
appease Ihc dons of World Bank, MNCs, 
TNCs and the business gn>ups. 

[My sincere thanks in Ferando Franco, diicclnr 
of researeh, Indian .Social Institute for his comments 
on Ihc draft of tins article | 


for the union finance ministry not to have 
done so. It can also i.s.sue a directive to 
all ginning and pressing units to supply 
such information to it at regular intervals. 
However this is not being done. The union 
textile ministry, moreover, regularly 
publishes in its annual reports figures of 
cotton production and consumption even 
forcarlicrycars. The union finance mini.stry 
can certainly attempt a reconciliation of 
its production figures for the previous 
years by comparing them with these 
statisticsavailahle from the textile ministry. 
The Economic Survey, however, continues 
to neglect doing so, though this costs it 
its credibility. 

That the figures of cotton production for 
the past few years given in the Economy 
Survey are not incredible can be easily 
.shown, if one compares them with data 
on cotton output and consumption reported 
by the textile ministry in ils Annual Report, 
1998-99: 


Table: Cotton Production and Comsumphon 


Season _ Production Consumption: 

Economic Tesxtile Textile 

Survey Ministiy Ministry 


I994-9.S 

119 

1.18.50 

1.1.5,04 

I99.S-96 

129 

1.56.50 

151.00 

1996-97 

142 

177.90 

170 16 

1997-9X 

111 

1.58.00 

1.58 88 


Note: Figures of consumption include offtake by 
mills, small uppincrs as well as by non- 
mill con.sumcrs 

A glance at these figures shows that 
production figures given by the textile 
ministry are in line with consumption 
figures given by it, but those given by the 
Economic Survey arc far lower than these 
consumption figures. It is irrational to 
argue that cotton consumption can, 
somehow, be higher than its net 
availability. If, for instance, one were to 
accept that the figure of cotton production 
of 111 lakh bales in 1997-98 as given in 
the Economic Survey is correct, it may be 
impossible to explain how, in that case, 
cotton consumption could reach 158.58 
lakh bales. Imports in that year were of 
the order of four lakh bales and exports, 
3.50 lakh bales. Thus the net availability 
would be Just 111.50 lakh bales. Looking 
to the Economic Survey ’.k production 
figures even for earlier years, there was 
no po.s.sibilKy for any spillover from the 
previous sea.sons either. Simi lar arguments 
can prove that the Economic Survey's 
figures for the earlier seasons also cannot 
be correct. Unless the fjnance ministry can 
convincingly prove that the textile 
ministry's figures of cotton consumption 
are ail wrong and actual consumption was 
far lower than the production figures given 
by it.self, it may have no option but to 
concede that its own figures of cotton 
production arc wrong. If data on cotton 
production in the cnuntiy can thus be 
wrong how reliable statistics in regard to 
other crops? 

The union finance ministry may well 
argue that it obtained the data from the 
agriculture ministry but that mav not 
absolve it of its own responsibility tocross 
check them before incorporating them in 
the Economic Surs'ey. The union finance 
ministry cannot be unaware of the fact that 
the International Cotton Advi.sory Com¬ 
mittee which keeps track of cotton demand- 
supply position in the entire world com¬ 
pletely ignores cotton prinluction statistics 
given by the Economic Surrey as well as 
by the agriculture ministry. When, how¬ 
ever, the Economic Survey continues lo 
give publicity to such quc.stionablc 
statistics, other government publications 
as well as school and college textbooks 
are inclined to follow them. The Economic 
Surxey may. therefore find it difficult to 
avoid the charge of presenting unreliable 
data on a vital crop in parliament. 


How Much Cotton Do We Grow? 

M I> Dewani 


Are the data on domestic production of cotton crop reported in the 
Economic Survey 1998-99, reliable? 
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HARYANA 

Scheduled Castes in Transition 

Narender Kumar 

Education, political representation, development schemes have helped 
the younger generation of scheduled castes in Haryana to opt for 
modem occupations and value-orientation. Yet, the landlessness 
among rural SCs and violation of human rights of rural as well as 
urban dalits persists. 


ACCORDING 10 the 1991 Census. 
Haryana has a total population of 
1,64,63.468. The .scheduled ca.ste.s (SCs) 
number 32,50.933 (rural - 26,75,277, 
urban - 5,75,656) forming 19.75 per cent 
of the total population in the state (Gol 
1991]. Haryana with an area of 44,212 sq 
kms, is largely an agrarian economy with 
a burgeoning industrialisation. 

In various programmes launched by the 
government to alleviate poverty a special 
preference is given to the SCs. Jawahar 
Ro/.gar Yoj na tries foro verall development 
of unemployed and underemployed people 
in the rural areas. Haryana has spent 
Rs 91.96 crorc on Jawahar Ro/gar Yojna. 
Underthisscheme, which promotesovcrall 
development of unemployed and 
underemployed in the rural areas, Haryana 
has provided population-based repre¬ 
sentation to the SCs. Linder Indira Awas 
Yojna, expected to construct houses for 
homeless SCs. an amount of Rs 985 crore 
has been spent and 7,081 houses have 
been constructed during the 8th Plan 
[GoH 1995:6). 

Haryana Harijan Kalyan Nigam has been 
set up to provide special loans to SCs to 
purchase buffaloes, vehicles, cultivable 
lanii etc. Under a scheme called ‘lai-mai’ 
loan for the purpose of construction of 
houses. 30 percent of the loans arc reserved 
for the SCs. The central co-operative banks 
enrolled almost all SC families in the state 
and advanced loans to them for small 
business. A new scheme called ‘ Apni Bcti 
Apna Dhan' has been launched by the 
state government to establish respect for 
the girl child, though the scheme excludes 
SCs who are class 1 and class II officers. 

Table 1 gives a fairly clear picture with 
regard to the s*)cio-cconoinic position of 
SCs in Haryana. 

Table 1 reveals the position of SCs of 
Haryana with regard to income level, 
landed property, occupational status and 
educational level. The income level of 
majority of SCs (59 per cent) in Haryana 
is up to IO,(X)0 per annum, which shows 
that a marginal lower middle class is 
eqncrging amongst them. Moreover, the 


SCs who have been benefited by the various 
measures introduced by the government, 
falling in the income brackets Rs 10,(X)t- 
15,(X)0 (22 per cent), Rs 15,001-20,000 
(4 per cent) and Rs 20,001 and above, 
constitute a sizeable 36 per cent. 

The SCs of Haryana arc still landless 
as shown in Table I. Only 2 per cent 
have of.surveyed SCs have land between 
2-5 acres which suggests that there has 
been hardly any implementation land 
ceiling in Haryana. Interestingly, there is 
a noticeable shift in the occupations of the 
SCs, with only 15 per cent of them per¬ 
forming traditional caste occupations. 
Wage earners, including landless labourers 
and industrial workers constitute 61 per 
cent of the SCs. Nevertheless, i' should 
be mentioned that occupational mobility 
among the balmikis in the state is 
negligible. 

On the education front, the situation is 
grim. Sixty-one per cent of SCs are 
illiterates, indicating that in spite of 
constitutional provisions, majority of SC 
children remain out of school. It also 
illustrates the observation offered by a 
commentator, Sangecta Mall, “A num¬ 
ber of attempts have been made to 
camouflage our utter callousness on this 
issue (illiteracy). The question begging an 
intelligent answer is that if every year 
millions of uneducated children become 
adults, then the burdening adult literacy 
is going to increase. In which case how 
is the adult literacy going to reduce the 
number of illiterate people in the country” 
[Mall 1997). 

The poverty alleviation programmes 
have benefited the rural SCs. Loans and 
funds pro-ided by the government to 
establish small bu.siness or purchase 
buffaloes, etc, has increased the income 
of SC families. Yet. it must be added that 
economic change, at occupational level in 
terms of government, public sector or 
industrial employment, has been possible 
because of the political participation of 
SCs. 

Educated SC youths arc persuading SC 
leaders in gram panchayats to forsake their 


traditional occupation and take advantage 
of government schemes to enter new 
occupations. 

Until a few years ago SC houses were 
outside the village. But now there is a 
perceptible change in the geographical 
locations of their hou.se.s. The SCs and 
other castes have their ‘badas’ or ‘ghers’ 
(space for cattle) adjacent to each other. 
Yet, though interaction among males of 
different castes has increased over the 
period, interaction among females of 
different ca.stes is still uncommon. The 
superior-subordinate relationshipbctween 
the dominant castes and the SCs was 
observed in neither of the three villages 
studied. WhcB a person belonging to a 
dominant caste comes in their ‘bagadd’ 
(colony), the SCs no more stand from their 
seats as was the practice earlier. 

There are two reserved I^k Sabha .scats 
(Sirsa and Ambala) and 17 reserved 
assembly seats in Haryana. Table 2 gives 

Table 1: Sono-EcoNOMit Position or SCs in . 

Haryana 


Variables No of Respondents (100) 


El onoiiuf posuttm {per annum) 
Earning up to Rs .S.tXX) 20 

5,001-10,000 39 

10,001-15.«)0 22 

15,001-20,000 4 

20,001 and above 10 

tunileil property * 

0-1 acre 0 

2-5 acres 2 

6-10 acres 0 

1 :• acres and above 0 

Ui ciipaliiin 

Traditional 15 

Government job 11 

Business 8 

Wage-earning 61 

Educational status * 

Illiterate 61 

Middle pass 24 

Above middle 15 


Note: * Thcrewen;3siudentsand2huusewivesin 
the sample survey. 

Source: Field study done by the re.se.irchcr. 


Table 2: SCs in Haryana PoLmes 


Variables Seats for SCs 

Total 

Lok Sabha 

2 

(20) 

State assembly 

17 

(18.89) 

Zilla parishad (president) 

3 

(18) 

/ilia parishad (member) 
Panchayat samili 

61 

(21) 

(chairperson) 

Panchayat samiti 

22 

(20) 

(member) 

484 

(20) 

Sarpanch 

1191 

(20) 

Panch 

11884 

(22) 


Note: Figures in brackets indicate percentage of 
the seats or meinbeis with respect to their 
lespcctive total. 

Source: Reports of Haryana Institute of Rural 
Development. 
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the number of reserved seats for SC 
members at various levels of the panchay ati 
raj system. 

The SCs in Haryana are largely 
supporters of the Congress but the Bahujan 
Samaj Party (BSP) lately has created a 
base of its own among the SCs. The party 
got 5 per cent votes in the last assembly 
elections. The SCs arc determined not to 
vote and campaign for candidates who 
practise untouchability in any form. The 
73rd constitutional amendment has brought 
a change in the traditional power structure 
of the village with the emergence of SC 
leadership at various levels. Even if 
majority of village level SC leaders are 
illiterate but they have realised that power 
is important for upliftment of their 
community. Political empowerment has 
i nduced a change-oriented attitude among 
the SCs in Haryana. 

Babasaheh Ambedkar argued for the 
welfare measures for the SCs hut hi.s 
intention was not to make the SCsimitators 
of mainstream dogmatism and irrationality. 
Economic development and political 
empowerment was to bring social respect. 
Regretfully, such consciousness among 
all .sections of SCs is still lacking in 
Haryana. The lacuna persists because there 


I 

The Problem 

BOTH India and Bangladesh have proved 
woefully inadequate in dealing with the 
reality of the border between the two 
countries. It is ironic that the border which 
was drawn by the British in 1947 to 
rationally re-organise the political space 
in the region has eventually not only 
generated its own irrationality, but has 
also created many new problems for the 
region. The border, with its long history 
of movements between people, cultures, 
beliefs, ideas and customs was completely 
unreal from the beginning. Land on both 
sides of the border was mostly cultivable 


was no discussion on the annihilation of 
caste system in the constituent assembly; 
as a result, noconccptual framework exists 
to do away with caste. R M Pal, a human 
rights activist and editorof P t/CL Bulletin, 
maintains that problems relating to SCs 
centre around their human rights. He writes, 
“the culture ot human rights and civil 
liberties espoused by great and good men 
have not yet taken rewts in our country” 
|Pal 1997:51. Upholding the human rights 
and dignity of the dalits is in fact the need 
of the hour. 

[The article is ba.scd on an empirical sludy 
conducted in January 1996 in three villages of 
three different districts of Haryana, for the MPhil 
dissertation subiiiilted to Jawaharlal Nehru 
University.) 
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and was locked, and there were farms 
within 40 yards of zero point on either 
side. Perhaps the most important 
characteristic of the bordei was that in 
many cases it was not contiguous. There 
are 53 rivers in the region which make 
functioning of the border more 
complicated. Almost all of India'sdisputes 
with East Pakistan related to this border, 
mostly involving rivers (Report of the 
Indo-Pakistan Boundary Disputes 
Tribunal, 19.'8). The dispute over the 
boundary between Murshidabad and 
Rajshahi was a typical example of the.se 
initial disputes where even the tribunal 
decided that the demarcatioi: of the line 
made by the boundary commission “is 


found to be impossible”. Even more pro¬ 
blematic was that each country had its 
enclaves within the boundary of the other, 
meaning that the border was rife with 
potential for problem. 

Aftcrthe liberation of Bangladesh it was 
hoped that the border would lose much 
of its potential for creating disputes and 
enmity with the improvement of bilateral 
relations. Sadly, even alter more than 25 
years of the birth of Bangladesh, almost 
all the outstanding issues between India 
and Bangladesh continue to be related to 
the common border. These include shanng 
of water-rc.sources of common rivers, CHT, 
demarcation of maritime boundaries and 
the ownership of South Moore/Talpatty 
Island, illegal cross-border activities, 
illegal migration, Berubari corridor and 
the granting of cntry/cxit facilities. Convic¬ 
tion about the sanctity of the border is 
weaker in this region than elsewhere in 
India. 

Efforts to curb the movement of people 
and goods, including timber, cattle, 
textiles, electronic goods, sugar, medicine 
and kerosene, have failed. Out of a 
combination of despair and political pre¬ 
ssure, the government of India has built 
barbed wire fencing on partsof both As.sam 
and West Bengal sides of the border. 
Fencing programme of 358 kms and 159 
kins in south Bengal and Assam 
respectively has been sanctioned. Other 
measures such as regular patrolling and 
chcckposts continue. But these have not 
stemmed the flow of cither people or 
goods; indeed, it is no secret that border 
guards on either side accept and demand 
bribes from those seeking tocniss illegally. 
As a result of the influx, the size of which 
is difficult to estimate, a constant state of 
tension exists, in Assam in particular and 
other stales of tfie north-east as well as 
between migrants, perceived migrants and 
the host communities 11 one is to accept 
that migration is a natural human 
phenomenon that occurs m varying 
degrees worldwide, one must also accept 
the fact that few countries in the world 
have successfully contained it, be it a 
superpower like the United Slates or a 
small country like Germany. Again, if one 
is to go by the premise that immigration, 
especially illegal immigration cannot be 
stopped, one must go a step further and 
say I hat it can only be contained or regula¬ 
ted. Or rather, it can be negotiated through 
a proce.ss of meaningful economic acti¬ 
vities, exchanges, regulatory mechanisms, 
and above all through dialogue. 

The problem of cross-border migration 
is .sometimes complicated by religious 
factor. Either the people of the minonty 
communities look to the option ot taking 


Indo-Bangladesh Cross-Border 
Migration and Trade 

Paula Bancrjce 
Sanjoy Hazarika 
Moninil Hussain 
Ranabir Saraaddar 

Almost all of the outstanding issues between India and Bangladesh 
continue to he related to disputes along the common border. The 
article puts forth a few .suggestions for succe.s.sful negotiation of the 
immigration problem which is also linked to the larger issue of 
enhanced sub-regional communication and trdde. 
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shelter in the neighbouring country 
exasperated with majoritarian insensi¬ 
tivities. or remain potential refugees or 
illegal migrants. During 1972-1993, a total 
number of 41,25.576 people arrived in 
India from Bangladesh. Out of that a total 
of8,36,524 overstayed (difference between 
the immigration and emigration figures). 
Of them 5.38,501 were Hindus (GOI data). 

II 

Some Policy Suggestion.s 

In terms of the Indian side of the border, 
particularly on the eastern side of 
Bangladesh, some specific suggestions that 
require inputs from the legal specialists 
for improvement and better impleme¬ 
ntation are given below. These suggestions 
need more study and detailed work. 

(1) A system of identity cards acceptable 
to local population, particularly those living 
on the border in the eastern and the north¬ 
eastern region has to be ensured. 

(2) While the system of visa for nationals 
of either country will continue, for those 
who cannot or do not want to use the visa 
system for economic and quasi-ecunomic 
reasons, a specific, time-bound legal 
system sanctioning their presence in the 
ho.st area for mutual economic benefit of 
both sides, legal and acknowledged, has 
to be devised. We can take the specific 
case of the Indian border district of Dhubri 
that shares both a river and land border 
with Bangladesh. The process of acquiring 
a passport (for which one has to travel 
eastward in an opposite direction, to the 
capital city of Guwahati) and a visa (for 
which one has to travel again to Calcutta) 
are both cumbersome and time-consuming. 
It is therefore, often tempting to simply 
cross the contiguous border 'unofficially' 
by paying some money to the dalals or 
brokers who arrange for a quick and safe 
cross-over for almost a paltry sum. A less 
cumbersome and mo'c practical system of 
arranging for both passport and visa in the 
region will help in turning many such 
'unofficial' border-cro.ssing into legal 
entrance and thus help in a meaningful 
monitoring and negotiation of the 
phenomenon. 

(3) This will involve the development 
of a scheme to allow migrants to come 
legally into the region on the basis of work 
permits issued by a Central Work Permit 
Authority with the backing of the relevant 
state set up by an Act of the Parliament, 
with .specific clauses involving Iheofficials 
of the local state and village-level 
administrators who will act as checks and 
balances to each other ensuring that no one 
group becomes too powerful so as to be 
able to bend the system. This may be 
worked out in association with the home 


ministry as well as ministiy for law and 
company affairs. A retired Supreme Court/ 
high court judge may head such a panel 
and a member of the NHRC.may be 
associated with it. 

(4) Since the permits are intended to 
discourage illegal migration, and promote 
healthy economic co-operation at sub¬ 
regional and local level of both sides, the 
preliminary step may be that the permits 
be issued to groups (of say, 20 or so) rather 
than to individuals. It should be allowed 
in the following fields: agricultural opera¬ 
tions at harvest time; construction; boat¬ 
building; fishing and allied activities. In 
doing so, the following procedure might 
be followed: the work permits could be 
issued at the border at po.st.s set up for this 
purpose by cells that would include at its 
top a representative of tho district magis¬ 
trate with one senior member of the local 
panchayat or village council sy.stem, a 
police officer, a member of an NGO or 
some other public organisation, arepresent- 
ati ve of the labour hoard, with one of these 
live being a woman. Since the border is 
lung, a system of such posts needs to be 
worked out either situating them at present 
places of checkposts or beside them. 

(5) The permits will be issued on spot 
after verification of the following docu¬ 
ments: (a) the identity of the applicantfs) 
as proof of nationality/residcncy; (b) a 
clear statement on the place he/she will 
be residing for a maximum of next one 
year (work permits will be given for a 
maximum of one year to begin with) and 
the name of the employer who or whose 
repre.sentati VC must be present for the issue 
of the permit with supporting documents 
from his side; (c) a document of 
undertaking signed by the employer stating 
the employer’s responsibility for the 
immigrant group/individual and his/her 
duty to report to the local authority 
. (preferably local labour board) three times 
in a year; one, at the time ot arrival to 
register; two, after six months to reconfirm 
their presence; three, at the time of 
departure at the end of the year. If the 
permit is to be extended, it can be done 
by the DC or the labour commi.s,sioner of 
the relevant district, for a period not beyond 
another tw. years; (d) the work permit will 
carry the photograph of the permit holder 
and will be laminated with his thumb 
impression/signature on the document to 
prevent misuse of the .same; (e) the permit 
holders will have no voting or political 
rights but will have access to courts of the 
host country if their ci viI rights are injured 
in any way and will be permitted to receive 
payment for services at the same level as 
local workers and repatriate their savings 
to their home country; (f) the entire 


arrangement will also give due 
consideration, to the rights of local citizens 
while making use of a dynamic human 
resource. 

(6) For the Indo-Bangladesh border, an 
autonomous bi-nalional commission can 
be formed to act as a flexible instrument 
for formulating strategics of co-operation, 
(a) such aconunission will form temporary 
working groups of local parallels as 
existing between West Bengal/Assam/ 
Meghalaya/India and Bangladesh on 
matters of land-holdings, employment, 
social and economic resources and 
formulate policies based on common 
factors and the market; (b) border demo¬ 
graphy, settlement problems in border 
areas, ethnic divisions within the region, 
viability of developing environmental 
provisions to convert the area into a self- 
sustaining unit with linkages to both 
countries will be ascertained by groups set 
up by the commission, the ultimate goal 
being to hand over local administration to. 
largely de-cr.ntralised administrative units 
which can work with greater competence 
and stability in comparison to the vested 
interest groups and consequently the 
promotion of an atmosphere ol greater 
understanding between two countries and 
also in the sub-region. 

(7) Keeping in mind the enormous 
problems of surface communications 
suffered by north-cast Indian .states, it is 
strongly recommended that Bangladesh 
seriously considers the allotment of exit/ 
entry visa facilities that will allow them 
to travel to other parts of the Indian 
mainland through Bangladesh territory. 
Bangladesh will generate a substantial 
revenue from this traffic. It is recommended 
that such exit/entry vi.sa faci lity be avai lablc 
to Indian nationals who are residents of 
the seven north-east Indian .states - Tripura, 
Mizoram, Manipur, Meghalaya, As.sam, 
Nagaland and Arunachal Pradesh - for 
a period of four days. In ca.se of transport 
problems due to unforeseen calamities 
such as Hoods the visa may be extended 
for another three days. The total duration 
of the exit/entry visa should not be for a 
period of more than seven days. Bangladesh 
already has a mission in Agartala that can 
be empowered to issue the exit/entry vi.sas 
on the basis of an agreed amount of foreign 
exchange endorsement In issuing such 
visas the Bangladesh mission may be 
guided by the permanent address of the 
visa applicant’s passport. 

(8) 'hie proposed pas.senger bus service 
between Calcutta and Dhaka should be 
extended to Agartala and if possible to 
Silchar and Guwahati. This will provide 
cheap means of transport to residents in 
the area. 
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(9) To (acilitate legitimate growth in 
indo-Bangla border trade, cusKrms and 
banking formalities of both countries 
should be simplified through direct inter¬ 
action between Chamber ol Commerce in 
Bangladesh and those in north-east India. 
Hxisting border area markets (hats) should 
be identified to develop legitimate border 
trade. 

Ill 

Larger Policy Issues 

A succe.s.sful negotiation of the im¬ 
migration question is linked to the larger 
issues ol enhanced sub-regional com¬ 
munication and trade, though this calls fur 
a separate paper. Below we present some 
broad issues. 

(I) In today’s world, it is appropriate to 
emphasise the common elements, the need 
(dr greater co-operation and the need to 
abandon an isolationist mind-set', 
particularly in the backdrop ol the partition 
of the subcontinent which has put both 
India and Pakistan/Bangladesh into .serious 
economic di.sadvantage apart from the 
immcn.se human cost that it has involved. 
The economy of East Pakistan remained 
as blocked as that of India's north-east. 
Minus East Pakistan/Bangladesh, the 
distance between the east and the north¬ 
east increased substantially, thereby acutely 
burdentng the region with a quasi- 
permanent stale ol iiiiderdevelopment and 
underdeveloped conimunication. Experts 
have pointed out that the road distance 
between Calcutta and Agartala is about 
2,()00km.s longer than Ihcdistancc between 
Calcutta and Mumbai. However, bulk 
commodities can be transferred from 
Calcutta or Haldia by ship along the coast 
to Chittagong port in Bangladesh, 
thereafter taken by Bangladesh railroad to 
Akhaura (about lOU km), adjacent to 
Agartala, and finally transported by Indian 
trucks to various destinations in the north¬ 
east, with the ctisl of transport ition 
reducing drastically andthercvenucofthc 
Chittagong port increasing. India and 
Bangladesh, parlicularly the entire sub- 
region will gainconsequently. Bangladesh 
can gain handsome niyalty for the use ol 
Chittagong port and the r.iilway between 
Chittagong and Akhaura. 'fliis will help 
Bangladesh .sel off the current advei.se 
balance of trade with India and have a 
trade surplus with the neighbouring states 
of the sub-region. Bangladesh does not 
have enough goods for export to India, but 
can export services to the region. Then 
again, this traffic will improve the berthing 
facilities at Chittagong. The additional 
traffic to /Vkhaura will open up employment 
opportunities along the route. 'The units 
of the sub-region enjoying common 


facilities can undertake partial burden to 
con.sttuct berths at Chittagong port dedi¬ 
cated to the traffic, and also railway wagons 
and may also save foreign exchange. 

(2) Another altcma|jvc is the re-activa¬ 
tion of riverine iraflic between Calcutta 
and Assam through the Sundarbans and 
the Bangladesh river system There was 
considerable tral l ie on this route until 1965, 
when it was closed. On paper this route 
was icvived after the independence of 
Bangladesh in 1971. But it has remained 
on paper only becauseof lack of investment 
necessary for maintaining a navigable 
channel all the year round, and because 
of inertia. According to experts, the river 
route is navigable all through the year 
I rom Calcutta up to the river port Ashugani 
on the Meghna, or even up to Karimganj. 
The distance between Ashuganj and 
Agartala is only about 40 km. What is 
needed is the activation of this route with 
advice and help from inland watertransport 
experts of both the countries and also from 
Germany, the Netherlands and France 
which have traditionally used inland water¬ 
borne traffic. What is lacking is the political 
will in this region to give effect to this 
concept. With Haldia. Calcutta. Chitta¬ 
gong, Akhaura, Ashuganj and Karimganj 
hccotning the pivotal points of the coastal 
and rail routes the entire sub-region will 
gain enormously. We may think ol the co¬ 
ordination of the roads also with the 
opening of the new Jamuna bridge. What 
is principally needed is a fresh outlook 
which does not regard the common border 
and the common river as a burden but an 
as.set to the entire region, i e, the sub¬ 
region. 

(3) The twocountries as well as the units 
in the sub-region must give up its old 
altitudes and must get away from the habit 
of mutual suspicion, and treat questions 
of security or espionage as of lesser 
consequence to the prospect of economic 
co-operation between the two countries, 
and particularly in the region. Once the 
two countries as well as the units in the 
region decide on improvement of trade, 
utilisation of common resources, arrange¬ 
ment ol transit and mutual co-operation 
in invesiii’cnt. they will realise that political 
differences arc ol secondary importance. 
In .short, to .strengthen the communication 
network we need in the first place a sub¬ 
regional perspective before we adopt a 
metropolitan outlook symbolised by an 
Asian highway that covers India (West 
Bengal and the north-east) and Bangladesh 
and ean be utilised lor the maximum benefit 
of the entire jegion. -The truth is that the 
Asian highway can bring economic 
improvement in the region only when it 
is linked with a network of local com¬ 


munication systemsof rail, road and water 
transport. 

(4) The improvement of air transport is 
also crucial here. Not being a member cil 
the lATA the Bangladesh Biman 
(Bangladesh Airline) has its freedom and 
advantage to operate at a lower rale than 
most other international airlines. Once the 
Guwahati airport turns international, the 
Biman will have easy access to Guwahati, 
the gateway to the north-cast. Besides 
operating passenger services, it can have 
cargo services and hence can export/re¬ 
export certain goods from Assam/north- 
cast to the international market rapidly 

(5) Trade relationship can be augmented 
further when units in the sub-region have 
access to each others markets. In this 
context It is important to note that most 
of the trade now is conducted illegilly 
depriving both the government of 
Bangladesh and its neighbouring states. In 
such illegal trade, private traders have 
bui It a nexus with some of their government 
olficials and cornipt politicians, which 
has to be countered at all cost. 

(6) Some new items may be taken up 
for trade: to take the example of the north¬ 
east. the Meghalayan oranges and 
pineapples (which may be exported to 
Bangladesh and thence to Europe and the 
west Asia), in both raw and priKcssed 
torms. so also the ginger, a kilogram of 
which cos.s Rs 120 in Dubai whereas the 
same costs Rs 10 inGuwahati. The famous 
Bangladeshi jamdaani and other high 
quality suns will have gixid market demand 
in Assam. Assam in turn is lamous for her 
paat and mugaa silks which could be sent 
to Bangladesh markets. Trade between 
India/Assam and Bangladesh has not 
increased substantially despite 12 years of 
South Asian Association for Regional (hi- 
operalion and the South A.sia Preferential 
Trading A.greemcnt. What is needed today 
is a fast track approach and equity in trade. 
Trade lelations lead to improvemcpi of 
relations on a broad scale, like exchange 
of cultural troupc.s. art ists. persons engaged 
in literary work, journalists, academics, 
rescaichers. and others. 

(7) Finally, a joint sub-regional project 
to study the problem ol borders and 
immigration should be initiated soon with 
a stipulated time-lrame to complete the 
study. Admitiedly hurdles are iherc and 
po.se a challenge to ourcollei tive intellec¬ 
tual capacity. They also imped us to negoti¬ 
ate the problem ol borders and immigra¬ 
tion in the broader context of economic 
co-opeiation, sub-regional co-operation, 
cultural dialogue and human security in 
this part ol the globe which can hardly 
afford to remain an island in a fast¬ 
changing world. 
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/^BankMuscat 

Bank Muscat International S.A.O.G 

BANGALORE BRANCH 

(Incorporated in the Sultanate of Oman with Limited Liability) 



Ralutue Sheet a.s on March 31, 1999 


(Amount in Rs. 0(X)'s) 


As on 

Schedule 31-03-1999 


428,005 

Nil 

206.921 

45,000 

9,018 


688,944 


CAPITAL & LIABILITIES 

Capital 
Reserves 
Deposits 
Borrowtngs 
Other Liabilities & 

Provisions 


ASSETS 

Cash & Balance with 
Reserve Bank of India 
Balances with bunks and 
money at call and 
short notice 
Investments 
Advances 
Fixed Assets 
Other Assets 


Contingent Liabilities 
Letters of Guarantee 
Bills for Collection 
Notes on accounts 






17,103 


416,016 

89,415 

80,801 

32,655 

52,954 


688,944 



Profit & L(}ss Account for the Period Ended 
March 3!. 1999 


(Amount in Rs. (XXI's) 


Period Ended 
Schedule 31-03-1999 



1, INCOME 

Interest earned 
Other income 


II. EXPENDITURE 

Interest expended 
Operating expenses 


III. PROFIT/{LOSS) 


Notes on accounts 


26,013 

4,407 


30,420 


6,634 

33,886 


40,520 



Schedules referred to herein form an 

intergral part of the Balance Sheet and the Profit and Loss Account. 

As per our rcpoil of even date 


for Fraser & Ross 

for Bank Muscat International S.A.O.G 

Chattered Accountants 

- 

Sd/- 

Sd/- 

M. Lakshminarayanan 

.Samit Ghosh 

Partner 

Chief Executive - India 

Place: Bangalore 

Date; June 28, 1999 
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BankMuscat 

Bank Muscat International S.A.O.G 

BANGALORE BRANCH 

I (Incorporated in the Sultanate of Oman with Limited Liability) 


Schedules Forming Part of the Accounts of the Indian Branch for the Period Ended March 31, 1999 


(Amount in Rs. (XX)'s) 

(Amount 

in Rs. OOO's) 



As on 


As on 

Particulars 


31-03-1999 

Particulars 

31-03-1999 




SCHEDULE 5 - OTHER 


SCHEDULE 1 - CAPITAL 

Capital 



LIABILITIES AND 

PROVISIONS 


Amount of Capital inflow 
from Head Office 
(USD I0.3S0 million) 

Less: Loss for the period 

438,105 

(10,100) 


I. Accrued Interest Payable 

II. Unearned Discount 

III. Other payables (including 
provisions) 

3,142 

388 

5,488 



428,005 

Total 

9,018 

Total 


428,005 

SCHEDULE 6 - CASH AND 


SCHEDULE 2 - RESERVES & 



BALANCES WITH RESERVE 


SURPLUS 


Nil 

BANK OF INDIA 


SCHEDULE 3 - DEPOSITS 



1. Cash in hand 


(A) 1. Demand Deposits 



(including foreign currency notes) 

906 

(i) From banks 

472 


11. Balance with Reserve Bank 


(ii) From others 

5,654 

6,126 

of India 

(a) In current account 

16,197 



(b) In other accounts 

Nil 

II. Saving Bank Deposits 


4,561 

Total 

17,103 

III. Term Deposits 
(i) From banks 



SCHEDULE 7 - BALANCES WITH 


20,000 


BANKS AND MONEY AT CALL 

AND SHORT NOTICE 


(ii) From others 

176.234 





196.234 

I. In India 


(B) (i) Deposits of branches 



1. Balances with banks 


in India 

Nil 


(a) In current accounts 

1,922 

(ii) Deposits of branches 



(b) In deposit accounts 

256,800 

outside India 

Nil 


2. Money at call and short notice 

Nil 

. Total 


206,921 




Total (1 and 2) 

258,722 

SCHEDULE 4 - BORROWINGS 
I. Borrowings in India 



II. Outside India 


a> Reserve Bank of India 


Nil 

1. Balances with banks 


b. From other Banks 


25,000 

(a) In current accounts 

303 

c. From other institutions 



(b) In deposit accounts 

156,991 

and agencies 


20,000 

2. Money at call and short notice 

Nil 

II. Borrowings outside India 
From banks 


Nil* 

Nil 

Total (1 and 2) 

157,294 

Total 


45,000 

Grand Total (I and H) 

416,016 

Secured borrowings included 
in I and 11 above 
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/^BankMuscat 

Bank Muscat International S.A.O.G 

BANGALORE BRANCH 

(Incorporated in the Sultanate of Oman with Limited Liability) 


Schedules Forming Part of the Accounts of the Indian Branch for the Period Ended March 31, 1999 


(Amount in Rs. (XX)'s) 

(Amount in Rs. OOO's) 


As on 


As on 

Particulars 

31-03-1999 

Particulars 

31-03-1999 

SCHEDULE 8 - INVESTMENTS 


SCHEDULE 10 - FIXED ASSETS 
(a) Leasehold premises - Furniture and 


Investments in India 


Fixtures 


I. Government securities 

2,570 

Additions during the period 


II. Treasury Bills 

56,845 

Deletions during the period 


III. Debentures and bonds 

30,000 

Depreciation to date 




Total 

10,151 

Investments outside India 

Nil 

(b) Other Fixed A.s.scls - including 


Gross Investments 

89,415 

Furniture and Fixtures 

Additions during the period 


Less: Provision for depreciation 

Nil 

Deletions during the period 
Depreciation to date 

mm 

Net Investments 

89,415 

Total 

Grand Total 

22,504 

32,655 

SCHEDULE 9 - ADVANCES 




SCHEDULE 11 - OTHER ASSETS 


A. I. Bills purchased and discounted 

16.141 

1. a. Interest accrued 

5,060 

II. Cash credits, overdrafts and 


b. Other as.sets 

1,226 

loans repayable on demand 


c. Stationery and stamps 

2 

III. Term loans 


d. Staff loans 

13,540 

Total 


e. Deposits and advances 

20,882 

f. Advance Interest tax 

71 

B. I. Secured by tangible assets 

63,653 

11. Preoperative expenses to the extent 

12,173 

11. Covered by bank guarantees 

16,919 

not written off 

III. Unsecured 

229 

Total 

52,954 

Total 

80,801 



SCHEDULE 12 - CONTINGENT 
L1ABILITIF,S 




C. I Advances in India 

4,022 

I. Letters of guarantee 

2,003 

(i) Priority sector 

II. Bills for collection 

2,422 

(ii) Public sector 

Nil 

III. Claims against the bank not 


(iii) Banks 

Nil 

acknowledged as debts 

Nil 

(iv) Others 

76,779 

o0,801 

IV. Liability for partly paid investments 

V. Liability on account of outstanding 

Nil 

Total 

foreign exchange contract 

14,967 

C. 11. Advances outside India 

a) Due from banks 

b) Due from others 

i) Bills purchased and 
discounted 

ii) Others 

Nil 

Nil 

Nil 

Nil 

VI. Guarantees given on behalf of 
constituents 

(a) In India 

(b) Outsidc India 

VII. Acceptances, endorsements and 
other obligations 

VIII. Other items for which the bank 

t 

2,003 

Nil 

Nil 

is contingently liable 

635 

Grand Total 

80,801 

Total 

22,030 
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BankMuscat 

Bank Muscat International S.A.O.G 

BANGALORE BRANCH 

__ (Incorporated in the Sultanate of Oman with Limited Liahility) _ 

Investments 

All investments held hy the hank are current investments in view of the short maturity period 
Government of India securities and Treasury Bills ate slated at cost 
Credit Lasses 

The Bank has classirted its loans and advances as per the asset classification norms prescribed by the Reserve Bank of India. Provisions 
for credit losses and wnleoffs are made whenever necessary to conlorm to the prudential accounting norms prescribed by the Reserve Bank 
of India for a.ssci classification and income recognition 

Cash and cash equivalents 

Cash and cash equivalents consist of cash on hand and balances with banks 
Fixed Assets 

Premises and Equipment 

(mprovetnents canned out to the lease hold premises arc capitalised and depreciated at 20% per annum on straight line basis 
Equipment and other Fixed Assets 

Equipment, namely computers including computer software, fax machines, and other electronically operated machines are recorded at cost 
and depreciated at 20% per annum on straight line basis. 

Ftirniture and Fixtures 

Furniture and Fixtures including those purchased from previous lessee are recorded at cost and depreciated at 20% per annum on straight 
line basis. 

Preopcratlve expenses 

The bank has commenced business from 9th of September, 1998. All expenses incurred prior to commencement of business, that were not 
capital in nature, are being treated as a deferred revenue expenditure and arc being amortised over a period of five years 

Income recognition 

Interest receivable and payable arc recognised on an accrual basis. Other fees receivable or payable are recognised when due. The bank 
follows a procedure of income recognition which satisfies the norms prescribed by the Reserve Bank of India. Interest income includes interest 
tax collected from the customers. Discount income on treasury bills is accrued periodically and re';ogni.sed in the Profit and l.o.ss Account. 

C. Notes on Accounts 
Net Profit/Loss 

The net income/loss disclosed in the Profit and Loss Account is after provision for interest tax. 

Preoperative expenses 

Preoperative expenses of Rs. 1,522 770/- wntten off (proportionate) in the accounts represent expenses incurred prior to commencement 
of the business. 

Current Investment 

Following the YTM method of valuation in compliance with RBI requirements, no adjustment has been made in respect of the cos', of 
investments as the .narket value exceeds the cost 
Treasury Bills are valued at cost. 

Twelve month floating rate non-convertible bonds are valued at cost 
Branch Inauguration Expenses 

Other operating expen.ses include Rs. 4,155,814/- being the expenditure incurred by the bank on account of inauguration of the bank’s 
branch in India. The entire expenditure has been written off in these accounts. 

Taxation 

There is no tax liability for the period in view of the loss and prov^ion for interest tax has been made on eligible interest under the Interest 
Tax Act, 1974. 

Rcvalaatlon Gain/Los% 

The revaluation gain/loss in respect of foreign exchange contracts is being accounted in the Profit and Loss Account as per PEDAI guidelines. 

Location of Branch 

The Indian branch of the bank as at 3l$t March, 1999 is at Bangalore. 

Compliance of Sec ll(2)(b) 

The bank has lodged approved securities of the face value of Rs. 20 Lakhs with the Reserve Bank of India under Sec I l(2)(b) of the Banking 
Regulation Act, 1949 for the penod ended list March, 1999. 

Capital Adequacy Ratio 

Hie Capital Adequacy Ratio of the Bank Tier I as at 31st March, 1999 as computed under the guidelines issued by the Reserve Bank 
of India is 212.45%. 


2556 


Economic and Political Weekly September 4, 1999 




/^BankMuscat 

Bank Muscat Interaational S.A.O.G 

BANGALORE BRANCH 

_ (Incorporated in the Sultanate of Oman with Limited Liability) 


Note: 

Being a startup year for the bank, most of the funds have been deployed in other than 106% risk weighted assets. As the loan portfolio 
builds up. the CAR will reduce. 

Substantial loans have been provided against 100% cash collateral. Hence, the high CAR for the current period. 

In terms of guidelines issued by the Re.serve Bank of India, the following additional disclosures are made;- 

a. Capital Adequacy Tier 1 Capital 212.45% 

b. Interest income as a percentage of working funds 3.34% 

c. Non Interest income as a percentage of working funds 1.08% 

d. Operating profit as a percentage to working funds N.A (being loss for the period) 

e. Return on assets 

(i) Operating Profit/Average Earning Assets - do - 

(ii) Net profit/Total Assets - do - 

f Business (deposits and advances) per empicyep Rs. 75.29 Lakhs 

g. Profit per employee N.A (being loss for the period) 

Y2K Compliance 

Adequate steps are being taken to ensure that the bank's IT infrastructure is fully Y2K compliant before December 1999 
Comparative Figures 

This being the first accounts relating to the operations of the Bank in India, there are no comparative figures. 


For Bank Muscat International S.A.O.G. 
Sd/- 

Samit Ghosh 

Chief Executive - India 

Place : Bangalore 
Date : June 28. 1999 


Fbr Fraser & Ross 

Chartered Accountants 
Sd/- 

M. Lidrshminarayanan 
Partner 


AUDITOR’S REPORT ON THE ACCOUNTS OF THE INDIAN BRANCH OF 
BANK MUSCAT INTERNATIONAL S.A.O.G 

We have audited the attached Balance Sheet of the Indian Branch of Bank Muscat International S.A O.G (Incorporated in the Sultanate 
of Oman with Limited Liability), as on 31st March 1999 and the Profit and'Loss Account of the Indian Branch of the Bank for the 
period from 9th .September 1998 to 31st March 1999. 

The Balance Sheet and Profit and Loss Account have been drawn up in accordance with the provisions of Section 29 of the Banking 
Regulation Act, 1949 read with the provisions of Section 211 and Sub-Section (5) of Section 227 of the Companies Act, 1956. 
We report that:- 

We have obtained all information and explanations which, to the best of our knowledge and belief, were necessary for the purpose 
of our audit and have found them to be satisfactory. 

The transactions which have come to our notice have been, in our opinion, with the powers of the Indian Branch of the Bank. 

In our opinion, proper books of accounts as required by law have been kept by the Indian Branch of the Bank so far as appears from 
our examination of those books. 

The Balance Sheet and Profit and Loss Account dealt with by this report are in agreement with the books of accounts. 

Attention is invited to:- 

Ndte B2 in Schedule 1* regarding conversion of foreign currency balances and forward exchange contracts. Note no 11 regarding Y2K 
compliance. It may be noted in this context that our audit is not intended, designed, or performed to express an opinion on the same. 
In our opinion, and to the best of our information and according to the explanations given to us, the Balance Sheet and Profit and 
Loss Account, read with other notes thereon, give the information required by the Companies Act, 1956, in the manner so lequired, 
for the Banking Companies and give a true and fair view of the state of affairs of the Indian Branch of the Bank as at 31st March 
1999 and its loss for the period ended on that date. 


Place: Bangalore 
Dated; June 28, 1999 


For Fraser & Ross 
Chartered Accountants 
Sd/- 

M. Lakshminarayanan 
Partner 
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(Incorporated with Limited Liability in U.S.A.) 

PROMT AND LOSS ACCOUNT OF THE 


INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1999 



Schedule 

Year ended 

Year ended 



31.03.99 

31.03.98 



Rs. 000 

Rs. '000 

I. INCOME 

Interest earned 

13 

13,445,616 

11,873,860 

Other income 

14 

5,263,924 

4,200,489 

TOTAL 


18,709,540 

16,074,349 

11. EXPENDITURE 

Interest expended 

15 

9,067,709 

7,130,359 

Operating expenses 

16 

4,516,586 

4.137,33.1 

Provisions and contingencies 

17 

3,951,179 

3,614,490 

TOTAL 


17,535,474 

14,882,180 

III. PROFIT 




Net profit for the year 


I,174;066 

1,192,169 

Profit brought forward 


6,688,617 

5,745,704 

TOTAL 


7.862,683 

6,937,873 

IV. APPROPRIATIONS 




Transfers to statutory reserves 


234,813 

238,434 

Transfer to H.O. Capital 


2,000 

NIL 

Transfer to FX reserve 

Transfer to Capital reserve on sale of immovable 


72,000 

NIL 

property (pertaining to prior years) 


20,940 


Transfer to Furniture and Equipment reserve (pertaining to prior years) 

12,364 


Transfers to Investments Fluctuation Reserve 


69.594 


Profits remitted during the year 



NIL 

Balance carried over to Balance Sheet 



6,688,617 

TOTAL 


7,862,683 

6,937,873 

NOTES. ON ACCOUNTS 

18 



Schedules reterred to herein fonn an integral part of the Profit and Loss Account 

■ 

This is the Profit and Loss Account referred to in our report of 

even date. 



For Bharat S Kaut & Co. 

Chartered Accountants 




Sd/- Sd/- 

Sd/- 

Sd/- 


Russell I Parera David P. Conner 

S. Venkatachalam Abhijit Sen 

Partner Chief Executive Officer - India 

Vice President Vice 

President 

Place: Mumbai 

Date: June 28. 1999. 
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CmBAfKO’ 

(Incorporated with Limited Liability in U.S.A.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1999 



SCHEDULE 1 - CAPITAL 
CAPITAL 

Amount of deposit kept with RBI under Section 11(2) (b) of 
the Banking Regulation Act, 1949 (see schedule 18 - note E) 

Capital 

Opening Balance 

Add; Created during the year by capitalisation of reserves 

TOTAL 

SCHEDULE 2 - RESERVES & SURPLUS 

I. Statutory Reserves 
Opening Balance 
Additions during the year 

II. Citibank Cards Reserve 

III. Furniture & Fx]uipment Reserve 
Opening Balance 

Additions during the year 


IV. Rropeities Investment Reserve (see schedule 18 • note B) 

V. Revaluation Reserve (see schedule 18 - note A(v)) 
Opening Balance 

Less: Depreciation during the year 


Additions during the year 


VI. Investments Fluctuation Reserve 
Opening Balance 
Additions during the year 


VII. Capital Reserve on sale of immovable properties 
Opening Balance 
Additions during the year 


vni. FX Reserve 
Opening BalaiKe 
Additions during the year 

IX. Balance in PtoBt and Loss Account 

TOTAL 


1,855,859 

234,813 


15,722 

12,364 


582,766 

29,138 


553,628 

38,532 


12,953 

69,594 


NIL 

20,940 


NIL 

72,000 


As on 31.03.99 

Rs. '000 

As on 31.03.98 

Rs. '000 

2,520,000 

2,280,000 



2,000 

NIL 

2,000 

NIL 

2,090,672 

1,617,425 

238,434 

1,855,859 

67,500 

67,500 

28,086 

15,722 

NIL 

15,722 

619,431 

619,431 


• 613,438 
30,672 


582,766 

NIL 

592,160 

582,766 


2,132 

10,822 

82,547 

12,954 


NIL 

NIL 

20,940 

NIL 


NIL 

NIL 

72,000 

5,216,641 

NIL 

6,688,617 

8 , 789,977 

9 , 842,849 
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ariBAfKO' 

(Incorporated with Limited Liability in U.S.A.) 

SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 

INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1999 


As on 31.03.99 

As on 31.03.98 


Rs. '000 

Rs. 000 

SCHEDULE 3 - DEPOSITS 



A. 1. Demand Deposits 



i) From banks 

506,046 

478,772 

ii) From others 

18,394,149 

12,141,398 


18,900,195 

12,620,170 

11. Savings Bank Deposits 

3,423,030 

2,311,323 

ill. Term Deposits 



i) From banks 

15,994,150 

45,000 

ii) From others 

56,048,968 

60,530,700 


72,043,118 

60,575,700 

TOTAL 

94,366,343 

75,507,193 

B. i) Deposits of branches in India 

94,366,343 

75.507,193 

SCHEDULE 4 - BORROWINGS 



I. Borrowings in India 



i) Reserve Bank of India 

6,436,032 

1,414,100 

li) Other banks 

5,589,901 

8,447.519 

iii) Other institutions and agencies 

1,977,278 

2,657,402 

■ 

14,003,211 

12,519,021 

11. Borrowings outside India 

117,783 

130,324 

TOTAL 

14,120,994 

12,649,345 

Secured borrowings included in I & II above 

4,635,000 

1,274,444 
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OTIBAtKO' 

(Incorporated with Limited Liability in U S.A.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1999 


Rs. '000 



SCHEDULE 1 - CAPITAL 
CAPITAL 

Amount of deposit kept with RBI under Section 11(2) (b) of 
the Banking Regulation Act, 1949 (see schedule 18 - note E) 

Capital 

Opening Balance 

Add: Created during the year by capitalisation of reserves 

TOTAL 

SCHEDULE 2 - RESERVES & SURPLUS 

I. Statutory Reserves 
Opening Balance 
Additions during the year 

II. Citibank Cards Reserve 

III. Furniture & Equipment Reserve 
Opening Balance 

Additions during the year 

IV. Properties Investment Reserve (see schedule 18 - note B) 

V. Revaluation Reserve (see schedule 18 - note A(v)) 
Opening Balance 

Less: Depreciation during the year 

Additions during the year 


VI. Investments Fluctuation Reserve 
Opening Balance 
Additions during the year 


VII. Capital Reserve on sale of immovable properties 
Opening Balance 
Additions during the year 


Vni. FX Reserve 

Opening Balance 
Additions during the year 

IX. Balance in IVofit and Loss Account 

TOTAL 


1,855,859 

234,813 


15,722 

12,364 


582,766 

29,138 


553,628 

38,532 


12,953 

69,594 


NIL 

20,940 


NIL 

72,000 



As on 31.03.99 

Rs. '000 

As on 31.03.98 

Rs. 000 

2,520,000 

2,280,000 



2,000 

NIL 

2,000 

NIL 

2,090,672 

1,617,425 

238^434 

l,8«,859 

67,500 

67,500 

28,086 

15,722 

NIL 

15,722 

619,431 

619,431 


• 613,438 
30,672 


582,766 

NIL 

592,160 

582,766 


2,132 

10,822 

82,547 

12,954 


NIL 

NIL 

20,940 

NIL 


NIL 

NIL 

72,000 

5,216,641 

NIL 

6,688,617 

8,789,977 

9342,849 
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CniBAN<0‘ 

(Incorporated with Limited Liability in U.S.A.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1999 



SCHEDULE 3 - DEPOSI I S 
A. I. Demand DcpoMts 

i) From banks 

ii) iTom others 

II. Savings Bank Deposits 

III. Term Deposits 

i) From banks 

ii) From others 


TOTAL 


B. i) Deposits of branches in India 

SCHEDULE 4 - BORROWINGS 

I. Borrowings in India 

i) Reserve Bank of India 

ii) Other banks 

ill) Other institutions and agencies 

II. Borrowings outside India 


TOTAL 


Secured borrowings included in I & II above 


As on 31.03.99 

Rs. '000 

. --- ,11 

As on 31.03.98 
Rs. 000 

506,046 

18,394,149 

478,772 

12,141,398 

18,900,195 

12.620,170 

3,423,030 

2,311,323 

15.994,150 

56,048,968 

45,000 

60,530,700 

72,043,118 

60,575,700 

94,366,343 

75,507,193 

- ... 



94,366,343 


75,507,193 


6,436,032 

5.589,901 

1.977,278 

1,414,100 

8.447,519 

2,657,402 

14,003,211 

117,783 

12,519,021 

130,324 

14,120,994 

12,649,345 

4,635,000 

1,274,444 
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CmBANKO’ 

(Incorporated with Limited Liability in U.S.A.) 

schedules forming part of the accounts of the 


INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1999 




As on 31.03.99 

As on 31.03.98 


Rs. '000 

Rs. 000 

Rs. '000 

SCHEDULE 5 - ()1 HER LIABILITIES 




AND PROVISIONS 




(sec schedule IX - note C) 




1. Rills payable 


4,354,817 

2,652,307 

II. Intci-uiricc adju.stinents (net) 


404,471 

3,122,232 

III. Interest accrued 


1,060,663 

1,189,698 

IV. Subordinated debt (see Schedule 18 - Note H) 


2,250,000 

NIL 

V. Others (including provisions) 


3,529,404 

3,015,700 

TOTAL 


11,599,355 

9,979,937 

SCHEDULE 6 - CASH AND BALANCES 




WITH RESERVE BANK OF INDU 




I. Cash in hand (including foreign currency notes) 


288,387 

209,292 

II. Balances with Reserve Bank of India 




i) in Current Account 

6,343,242 


4,538,502 

ii) in Other Accounts 

NIL 


NIL 



6,343,242 

4,538,502 

TOTAL 


6,631,629 

4,747,794 

SCHEIHJLE 7 - BALANCES WITH BANKS 




AND MONEY AT CALL AND SHORT NOTICE 




I. In India 




i) Balances with banks 




a) in Current Accounts 

4,228,646 

, 

3,324,203 

b) in Other Deposit Accounts 

3,500 


ML 



4,232,146 

3,324,203 

ii) Money at call and short notice 




a) With banks 

NIL 


200,975 

b) With other institutions 

NIL 


NIL 



NIL 

200,975 

TOTAL 


4,232,146 

3,525,178 

II. Outside India 




i) in Current Account 

69,376 


42,570 

ii) in Other Deposit Accounts 

17,851,597 


16,150,187 

iii) Money at call and short notice 

• NIL 


NIL 

TOTAL 


17,920,973 

16,192,757 

GRAND TOTAL 


22,153,119 

19,717,935 
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CmBAtKO’ 

(Incorporated with Limited Liability in U.S.A.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1999 


As on 31.03.99 
Rs.'OOO 



SCHEDULE 8 - INVESTMENTS 
(see schedule 18 - note A (iv)) 

I. Investments in India 

i) Government securities 

ii) Other approved securities 

iii) Shares 

iv) Debentures and Ronds 

v) Others (schedule 18 - note F) 


TOTAL 


Gross Investments 

Less: Provisions for depreciation 

Net Investments 


SCHEDULE 9 - ADVANCES 
(sec schedule 18 - note A (iii)) 

A. i) Bills purchased and discounted 

h) Cash credits, overdrafts and loans repayable on demand 
iii) Term loans 

TOTAL 


i) Secured by tangible assets 

ii3 Coveredby Bank/GovernmentGuarantees 

iii) Unsecured 


TOTAL 


C. I. Advances in India 

i) Priority Sectors 

ii) Public Sector 

iii) Others 


TOTAL 


-Advances Outside India 

i) Due from banks 

ii) Due from others 

a) Bills purchased and discounted 

b) Syndicated loans 

c) Others 


TOTAL 

GRAND TOTAL (C. I & II) 


27.873.849 

481,103 

65 

8,595,438 

787,402 


37,737,857 



37,737,857 


2,641,944 

15,431,116 

31,922,452 


49.995,512 


24,720,132 

3J00.660 

21,974,720 


49.995.512 


7496,741 

80,797 

42317.974 


49,995,512 


As on 31.03.98 
Rs.'OOO 


21,069,079 

358,354 

103 

3,198,380 

939,325 

~25,565,M1 


26,254,977 

689,736 


2,004,621 

7,116,929 

38446,714 


47.668.264 


27,782,121 

NIL 

19,886,143 


47,668,264 


5,436,423 

79433 

42.152308 


47,668,264 
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OTIBAfKO' 

(Incorporated with Limited Liability in U.S.A.I 

SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 


INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1999 



As on 31.03.99 

As on 31.03.98 


Rs. '000 

Rs. *000 

SCHEDULE 10 - FIXED ASSETS 



(see schedule 18 - note A (v)) 



I. l.casehoId land 



At cost as on 1 April 

NIL 

NIL 

Additions dunng the year 

740,627 

NIL 

Deductions during the year 

NIL 

NIL 

Depreciation to date 

(2,394) 

NIL 


738,233 

NIL 

11. Premises 



At cost as on 1 April 

356,122 

287,745 

Additions during the year 

394,154 

154,296 

Deductions during the year 

NIL 

(8.5,919) 

Depreciation to date 

(49,174) 

(41,4.50) 


701,102 

314,672 

Add. Premises Revaluation 

592,160 

582,766 

TOTAL 

1,293,262 

897,438 

III. Other Fixed Assets (including furniture and Fixtures) 



At cost, as on 1 April 

2,.544,612 

2,046,284 

Additions during the year 

1,090,360 

535,244 

Deductions during the year 

(114,716) 

(36,916) 

Depreciation to date 

(1,494,317) 

(1,069,132) 

TOTAL 


1,475,480 

Capital Work-in-progress 

377,035 

1,041,723 

CRAND TOTAL 

4,434,469 

3,414,642 

SCHEDULE 11 - OTHER ASSETS 



(see schedule 18 - note C) 



I. Due from Head Office 

NIL 

NIL 

II. Inter Office adjustments (Net) 

NIL 

NIL 

III. Interest accrued 

1,607,192 

1,348,811 

IV. Stationery and stamps 

10,424 

17,910 

V. Others 

6,308,467 

5,498,726 

TOTAL 

7,926,083 

6,865,447 

SCHEDULE 12 - CONTINGENT LIABILITIES 



1. Claims against the bank not acknowledged as debts 

22,336 

22,336 

II. Liability for partly paid investments 

NIL 

NIL 

III. Liability on account of outstanding forward exchange contracts 

270,309,676 

278,867,322 

IV. Guarantees given on behalf of constituents 



a) In India 

5,359,875 

4,755,212 

b) Outside India 

1,123,554 

2,227,188 

V. Acceptances, endorsements and other obligations 

13.435,216 

11.675,314 

VI. Other items 

1,680,601 

1,391,580 

TOTAL 

291,931,258 

298,938,952 
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CmBAN<0’ 

(Incorporated with Limited Liability in U.S.A.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1999 



Year ended 

31.03.99 

Rs. '000 

Year ended 

31.03.98 

Rs. ’000 

SCHEDULE 13 - INTEREST EARNED 



1. Intcrcst/discount on advances/bills 

8,227,475 

7.864,656 

II. Income on investments 

4,080,945 

2,986,2.50 

III. Intcre.st on balances with Reserve Bank of India 

and other inter-bank funds 

1,035,931 

1,001,374 

IV. Others 

101,265 

21..580 

TOTAL 

13,445,616 

11,873,860 

SCHEDULE 14 - OTHER INCOME 



1. ComniKssion, exchange and brokerage 

3,230,577 

2.985,783 

II. Proliton sale of investments 

972,774 

675,712 

III. Profit/(Loss) on sale of fixed assets 

(7,702) 

1,313 

IV. Proli'/tLoss) on exchange transactions 

1,067,373 

480,840 

V. Miscellaneous Income 

902 

56,841 

TOTAL 

5,263,924 

4,200,489 

SCHEDULE 15 - INTEREST EXPENDED 



1. Interest on deposits 

8,083,172 

5,523,447 

II. Interest on Reserve Bank of India/inter-bank borrowings 

809.727 

889,977 

III. Others 

174,810 

716,9.35 

TOTAL 

9,067,709 

7,130,359 

SCHEDULE 16 - OPERATING EXPENSES 



1. Payments to and provisions for employees 

1,013,583 

782,230 

II. Rent, taxes and lighting 

408,986 

.378389 

III. Printing and stationery 

156,584 

133,088 

IV. Advcni.semenl and publicity 

490,500 

471,048 

V. Depreciation on bank’s property 

454,011 

323,765 

VI. Local advisory boaid members fees, allowances and expenses 

13)6 

1.105 

VII. Auditors’fees 

3,000 

3,000 

VIII. Law charges 

29,426 

23391 

IX. Postage. Telegrams, Telephones, etc. 

322,957 

249356 

X. Repairs and maintenance 

318,527 

235.966 

XI Insurance 

84,365 

90,696 

XII. Otherexpenditure 

1,233,441 

1.424,897 

TOTAL 

4,516,586 


SCHEDULE 17 - PROVISIONS AND CONTINGENCIES 



I. Provisions for non-performing assets/writeoffs (Net) 

1,173,961 

836394 

II. Provision fortaxation 

2,940,%5 

2,477,022 

(1997-98 figures include Rs 592.6 million of earlier years) 

{1998-99 figures include Rs 950.2 million of earliei years) 

III. Net provision for depreciation on investments 

(163,747) 

300374 

TOTAL 

3,951,179 

3,614,490 
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anBAN<ee 

(Incorporated with Limited Liability in U.S.A.) 


SCHEDULES FORMING PARTOFTHE ACCOUNTS OFTHE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1999 


SCHKDULE 18 (contd.i 

NOTl<:S ANNEXED TO AND FORMING PART OF THE FINANCIAL STATEMENTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31, 1999 

V) PREMISES AND EQUIPMENT 

Premises and equipment are staled at cosi/valuation less aecumulatcd depreciation. Assets purchased prior to April 1,1997 
are depreciated cither on a WDV basis or on SLM basis while assets purchased after Apnl 1,1997 are depreciated only on 
SLM basis with reference to the estimated useful lives of the assets. The following depreciation rates are currently used 


Asset De.scription 
Land and Buildings 

Installations, Furniture and Work of Art 
Equipment 

Computer Mainframe/Hardwarc/Soflware 

Personal Computers 

Vehicles 


Depreciation Rate (% p.a.) 

2,00 

10.00 

15.00 

20.00/50.00 

33.33 

33.3? 


Certain premises in India belonging to the Bank were revalued in the financial year ended March 31,1994 and March 31,1997 
and an incremental value of Rs 686.6 million and Rs. 6.2 million respectively was credited and debited to Revaluation Reserve 
account. Current year depreciation amounting to Rs. 29.1 million on the net enhanced value of those assets has been charged 
to Revaluation Reserve account. These properties have been revalued during the financial year ended March 31,1999 by an 
approved valuer and the incremental value of Rs. 38.5 million has been brought into the books of account and credited to the 
Revaluation Reserve account. 


Vi) STAFF BENEFITS 

Contnbutions to the Pension Fund and Superannuation benefits fur its employees arc fully funded with the Life Insurance 
Corporation of India. 


vii) INCOME RECOGNITION 

Interest income is recognised in the profit and loss account on an accrual b.tsis, except in tiic case of interest on non performing 
assets which is recognised as income on receipt. 

Fees and commission income is recognised when due. 

viii) NET PROFITS 

A. The net income disclosed in the Profit and Loss Account is after; 

- Accounting for credit losses 

- Provision for taxation 

- Other usual or necessary provisions 

- Valuation adjustments in respect of investments 

- Charge for Head Office and Administrative Expenses fur the year. 

B. The Bank has retained in the “Properties Investment Reserve” as at March 31, 1999 Rs. 619 million (1998: Rs. 619 
- million) as per the RBI guidelines. 

C. Other Accounts under the head “Other Liabilities' and “Other Assets" include amounts pending transfer to appropnate 
accounts. 

D. Bills received from constituents for collection on their behalf are controlled through memorandum registers and are 
recorded in financial ledgers only when collected. These bills for collection outstanding as at the year end have been 
stated in the Balance Sheiet. 

E. The Bank has to lodge additional securities with the Reserve Bank of India u/s 1 l(2)(b) of the Ranking Regulation Act, 
1949 amounting to Rs 240,000,000 for the year ended March 31, 1999. 

F. Other Investments include Pass Through Certificates Rs, 692,726,803 (1998 - Rs. 625.803.858). 
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SCHEDULES FORMING PARTOFTHE ACCOUNTS OFTHE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1999 


SCHEDIILK 18 (amid.) 

NOTES ANNEXED TO AND FORMINC; PART OF THE FINANCIAL STATEMENTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31, 1999 

G. No provision has been made for claims amounting to Rs. 352.3 million decreed against the bank against which appeals 
filed have been admitted by the Supreme Court of India and Rs. 102.5 million in respect of which the Bank is in arbitration. 
The Hank has been advised that there are good and reasonable chances of success in the appeal and in the arbitration. 
Thc.se balances arc included in other assets. 

H. “Other Liabilities and Provisions" includes an amount of Rs. 2,250 nnllion representing sub-ordinated debt bearing a 
coupon rate of 13% p.a. payable semi-annually and matunng on June 26. 2006. 

I. The Capital Adequacy Ratio of the Bank as at March 31. 1999 as computed under the guidelines issued by the Reserve 
Bank of India is 10.00% (199K. 8 61%). 

J. Picvious year’s figures have been audited by a firm other than Bharat S Raut & Co. and certain previous year’s figures 
have been regrouped and reclassified. 

K. The Indian Branches of the Bank as at March 31. 1999 arc at: 

Mumbai (Fort and Nariman Point); Calcutta (Chownnghee Road); Chennai (Anna Salai); 

New Delhi (Parliament Street); Bangalore (M.G. Road); Pune (East Street); and Hyderabad (Begumpet). 

L. In terms of the guidelines issued by the Reserve Bank of India, the following additional disclosures arc made: 




(1998-99) 

(1997-98) 

Percentage of Net NPAs to Net Advances 

2.08% 

0.57% 

Capital Adequacy Tier I Capital 

7.23% 

8.29% 

Capital Adequacy Tier 11 Capital 

2.77% 

0.32% 

Interest income as a percentage to working funds 

10.20% 

10.89% 

Non 'merest income as a percent^^e to working funds 

3.99% 

3.85% 

Operating profit as a percentage to/working funds 

3.89% 

4 41% 

Return on assets 

2 . 32 % 

2.85% 

Business (deposits plus advances) per employee (Rs. Thousands) 

83,189 

80,375 

Profit per employee (Rs. Thousands) 

764 

781 


SIGNATURE TO SCHEDULES 1 TO 18 
Sd/- 

David P. Conner 

Chief Executive Officer - India 


Place: Mumbai 
Date: June 28. 1999. 


Sd/- 

S. Venkatachalam 
Vice President 


Sd/- 
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PERSPECTIVES 


Beyond Growth and Globalisation 

Richard B Norgaard 

The early critique of undifferentiated, undirected growth, emerging 
from the north as well as the south, has been diluted over the years. 
The idea of ‘sustainable development ’ co-opted social and 
environmental agendas into a mainstream now geared to market 
liberalisation and globalisation. It is time to reassess and join forces 
in a new critique of growth, and redefine progress. 


THE idea of human progress dates back 
thousands of years in western thought. 
People of all cultures have held ideals they 
hoped they would meet. Economic growth, 
on the other hand, is a very recent human 
preoccupation. Its arrival had to await the 
development of an indicator, the mca.surc 
of gross national product. Its spread across 
the globe awaited the concept of economic 
development and the establishment of 
development agencies. Thus, as an ob.scs- 
sion institutionalised in numbers and 
agencies, growth is younger than I am. 

After second world war, we began to 
meld a variety of endeavours - our con¬ 
cerns with material well being, economic 
stability, reducing inequity within and 
between nations, and even world peace - 
into a single fixation. To some extent, 
economic growth does intersect each of 
the.se separate concerns, hence its bonding 
nature. However, soon after we began to 
meld these concerns, what had started 
with at least a modicum of real, direct 
interest in human progress transformed 
into a GNP growth race between two 
economic system.s. I remember October 
1957, going out with thousands of other 
people into the hills surrounding San 
Francisco Bay to huddle beneath spots of 
dark sky where we could get a glimpse 
of Sputnik. My first economics professor 
at Berkeley carefully explained how the 
US economy was growing at less than 4 
per cent per year while the Soviet Union's 
economy was growing at more than 8 per 
cent per year. I can still see the growth 
curves on the blackboard. Even though we 
were mote than twice as rich at the starting 
point, the Soviets would surpass us in 
IS years. I can recall posters on city 
buses showing Nikita Khrushchev hold¬ 
ing a shovel and saying ‘we will bury 
you’. And the crossing growth curves and 
the specter of Khrushchev framed presi¬ 
dent Kennedy's speeches urging us to 


prove that our sy.stem could out-perform 
theirs. A quarter century of growth mania 
followed. 

* Undifferentiated, undirected economic 
growth soon had its critics from the in¬ 
dustrial north, most notably E J Mishan, 
Nicholas Georgescu-Roegen, E F 
.Schumacher. Dana and Dennis Meadows, 
and Herman Daly. Similarly, development 
programmes stressing economic growth 
over human well being, also had their 
critics in the south. From Gandhi through 
Mahbub ul Haq and continuing to this day, 
voices of concern and dissent from south 
Asia have been especially important. The 
questioners of undifferentiated economic 
growth, north and south, arc among the 
founding fathers of ecological economics, 
a movement I have the honour to tempo¬ 
rarily head. More importantly, the critique 
of growth on social and environmental 
grounds stirred sufficient controversy that 
those behind growth eventually suggested 
a compact, llius the idea of sustainable 
development was institutionalised a little 
over a decade ago. That compromise has 
been extremely influential in bringing 
different interests together in search of a 
new course. But the river of history had 
other currents swelling, and that compact 
is now only a swirl in a yet larger, new 
mainstream. 

Sustainable development will never 
emerge the same. We are now in a dif¬ 
ferent course of economic history. With 
the collapse of the former Soviet Union, 
many pror'aimed the victory ol the market 
model, indeed zealots proclaimed the 
triumph of a pure form that never existed 
in practice. 'Thus the push for yet faster 
growth through ever stronger reliance on 
markets. While economic growth is still 
the dominant rationalisation given for 
globalisation, we increasingly hear that 
each country must be ever more competi¬ 
tive simply to stay in the race. Countries 


must adapt new technologies, train workers 
continuously, and provide institutional 
environments for domestic and foreign 
capital. If they do not, they will fall out 
of the race. With only a little imagination, 
we can see nations like tired mice tumbl¬ 
ing off a treadmill that whirs on under the 
power of the yet still vigorous. President 
Clinton expressed this clearly in his speech 
of September 14 on the global economy 
with respect to what expectations Rus¬ 
sians should have: 

No nation, rich or poor, democratic or 

authoritarian, can e.scape the fundamental 

economic imperatives of the global 

market... 

At least economic growth both prom¬ 
ised more of some thing that conceivably 
could have been good and did not threaten 
dire consequences should a nation clioo,se 
to slow down or take its own course. Now, 
simply keeping our economies going faster 
and faster has become an end in itself. 
And what growing economies might 
provide for us is secondary, if addressed 
at all. Thus it is time to confront economic 
growth anew and to address globalisation 
as well. Sustainable development may 
never emerge the same, but sustained 
critique may yet bring us closer to our 
senses. 

. This lecture contributes to the critical 
chorus. This is an appropriate time and 
place first to document how far we have 
veered from a reasonable course, second 
to ask how current myths that have co¬ 
evolved with current economic thinking 
have kept us from distinguishing between 
growth, globalisation, and human pro¬ 
gress, and third to .suggest how we might 
get back on a path, or many paths, of 
progress. 

Obviously I am speaking from my own 
station in life, as a rich, formally educated 
westerner. Optimists among my culture, 
class, and age group argue that much 
progress has occurred in our lifetimes. 
They point out that more people are living 
better than ever before. Rich and poor eat 
a greater variety of food, live longer 
through improved medical technologies, 
and enjoy material comforts and forms of 
entertainment never before imagined. New 
agricultural knowledge, inputs, and prac¬ 
tices have staved off the mass famines 
repeatedly predicted in our youth, and we 
are moving into a bright new era of bio¬ 
logical engineering. Authoritarian gover¬ 
nance is waning. Global exchange has 
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been democratised by electronic media, 
inexpen.sive air travel, and the rise ofboth 
transnational corporations and a rich net- 
woric of non-governmental organisations. 
Of course, even optimists concede that 
these brief words are too simple and 
glowing. To realistically elaborate on the 
exciting, positive developments would 
require the rest of this lecture, and I assure 
you I could do it without drifting into 
hyperbole. 

Nevertheless, I still think the whole 
economic project needs re-directing. 
Again, I cannot speak for the great masses 
of people whose hopes are whetted far in 
excess of what they receive. Empathy does 
not confer authority to be their voice. I 
can only speak from the world 1 know, 
acknowledging not only that my under¬ 
standing is that of a privileged academic 
but also that my understanding has been 
greatly enriched through extensive per¬ 
sonal and professional associations facili¬ 
tated by modem global developments. 
With the.se caveats made clear, I wil I speak 
freely. 

Why IIni)imt-rentiatf.d Growth and 
Globalisation Are Not Progress 

One of the basic reasons growth and 
globalisation are not leading to progress 
is because there are no linkages, no feed¬ 
backs, between current changes and what 
can continue on into the future. There is 
nothing to assure that the past half century 
has not simply been a ‘feeding frenzy’, 
like a delirious swarm of piranha attacking 
a bloodied victim. We cannot foresee all 
possibilities for the future, but we can 
maintain perspective by questioning his¬ 
tory in the context of how natural science 
helps us understand global capacities and 
hence sustainability. As is the convention 
in such approaches. I will start with 
population. 

The world's population was probably a 
little over a quarter billion people 2.000 
years ago. Population doubled over the 
next 1,600 years or so reaching half a 
billion. The doubling time shortened dra¬ 
matically to about 200 ''ears, and then to 
100 years, putting us iit about 2 billion 
people at the turn of this century, after 
which the doubling time shortened again 
to about 60 years. The doubling times 
have begun to lengthen again, perhaps to 
100 years, perhaps longer, with the un¬ 
certainty in the net effect of rapidly chang¬ 
ing birth and death rates. With a base of 
6 billion people, the absolute number of 
additional people each year continues to 
soar. The planet has not gotten any bigger. 
We must keep asking ourselves, ‘how 
dense can peopfe be?’ 


Yes. I know I should not speak of 
population without speaking of consump¬ 
tion and inequality. I am coming to these. 
And yes, I hope I will be among the 
many who have already died before their 
Maldiusian concerns prove true in the 
universal sense that such concerns are 
typically as.sertcd. But I also know that it 
is irresponsible to dismiss population as 
a factor both in the total picture and in its 
many parts. 

Global consumption has increased six¬ 
fold since 1950. This increase is fully 
reflected in material and energy flows. Oil 
use increased more than seven-fold, from 
451 million tonnes per year in 1950 to 
about 3,500 million tonnes now. Natural 
gas use increased twelve-fold, from 190 
to about 2.300million tonnes of oil equiva¬ 
lent. Even coal use has increased faster 
than population. 

Energy u.sc and material flows are simple 
prior indicators of environmental impacts. 
To be sure, the actual relationships arc 
extremely complicated. Fo,ssil energy u.scd 
to produce feniliser to intensify agricul¬ 
tural production increases groundwater 
pollution, but it also reduces the rate of 
extending agriculture onto marginal lands 
that harbour the remaining natural bio¬ 
logical diversity. Many renewable energy 
sources also have environmental impacts. 
Nothing, of course, is really simple. But 
we also need to admit that it is absurd to 
try to define sustainable development in 
case specific terms when the problem is 
systemic and the system is continually re¬ 
configuring. Thus I have come to the 
conclusion that crude indicators like total 
population and material and energy 
flows are the best we have at the macro 
level. 

This consumption is highly unequal and 
getting worse. Globally. 86 per cent of 
private goods are consumed by the richest 
20 per cent of the population while the 
poorest 20 per cent consume only 1.3 per 
cent. This means that the top 20 per cent 
consume approximately 66 times as much 
in private goods per capita as the lowest 
20 per cent. The US with 5 per cent of 
the world’s population consumes 25 per 
cent of the world’s oil. Nor will the poor 
ever catch up for within and between most 
nations inequality is growing and in a 
considerable number of nations, there are 
significant groups whose ab.solutc con¬ 
sumption is decreasing. 

The consumption statistics are from the 
recently released Human Development 
Report 1998 (HDR 1998). Since the poor 
presumably consume a greater portion of 
private goods that arc not traded in 


markets, the extremes are not quite as 
great as this. On the other hand, imagine 
what the ratios look like when the top and 
bottom 10 per cent or 5 per cent are 
compared. And while the extremes for 
income are immense, the extremes in who 
holds how much wealth are far greater 
still. 

The 1998 HDR argues that Americans 
spend more on advertising and Europeans 
on ice cream in a single year than is needed 
to provide basic education and sanitation 
to the third of the global population who 
need schooling and toilets. Of course, we 
would not want American advertisers 
running schools in developing countries 
more than they do now. Nor is it clear that 
European ice cream makers could do the 
plumbing. Still, given how well we have 
trained people to switch careers in the new 
global economy, at least the lag times for 
reaching social goals were we to try should 
be lower. 

While numerous measures have been taken 
to manage the environment and some 
environmental conditions have clearly 
improved, new problems keep arising and 
our understanding of problems is increas¬ 
ing faster than we arc responding. Current 
rates of bfo-diversity loss, the appearance 
of climate change and threat of its accel¬ 
eration, and the accumulation of toxics in 
the environment provide ample evidence 
that we are living on our children’s natural 
inheritance. 

Considerable economic and ecological 
thought has gone into how we can mea¬ 
sure the importance of the services of our 
climate system, of our ecological systems, 
and of biodiversity as a part of our natural 
inheritance. New indicators arc being 
derived to help us achieve sustainability. 
A comparable efion has gone into think¬ 
ing about mechanisms for achieving en¬ 
vironmental goals. While I support all of 
these efforts, I am concerned about the 
naivete of using the marginal approach of 
neo-classical economics to derive utilitar¬ 
ian values and control mechanisms for a 
system that is clearly not close to the path 
wc want it to be on. Even if we included 
every possible interaction within the 
market system so that it worked perfectly 
efficiently, we would .still have to grapple 
with what distribution of rights will get 
the system to go where we want it to go. 
My fear is that insights and mechanisms 
rooted in efficiency analyses will be ac¬ 
cepted as sufficient given the dominant 
ideology when in fact that ideology largely 
serves the purpose of protecting the 
cuirent distribution of rights. A .signi¬ 
ficant move toward an ethics of care for 
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pet^pie and stewardship of nature is 
sorely needed. 

The combination of excessively high 
consumption among the rich and growing 
inequality both drives environmental prob¬ 
lems and makes us incapable of effec¬ 
tively responding to them. This problem 
is exacerbated by the rise of market 
ideology, further reducing our ability to 
make decisions together. 

The rich are so physically and socially 
removed from most of the social and 
environmental impacts of their consump¬ 
tion that they have difficulty .seeing it, let 
alone responding to it. The ‘distance’ 
between rich people living modern 
lifestyles and between them and the poor 
is also driven by knowledge and experi¬ 
ential specialisation that limits the ability 
of the specialised to perceive the whole 
and learn together. Many among the poor, 
on the other hand, arc likely to be closer 
to the land and a viable local community, 
but they are also more likely to be loo poor 
to contribute to .stKial sustainability and 
must degrade the land to feed their chil¬ 
dren and elders today. While the envi¬ 
ronmental crisis has always been a crisis 
for .society in that society must change, 
it is important to understand that environ¬ 
mental problems arise due to deficiencies 
in our abilities to collectively perceive, 
learn, and act and these same dellciencies 
that drive the problem hinder us as we 
try to overcome i'. Thus our primary dif¬ 
ficulty is one of getting out of the circle 
we arc in. 

To too great an extent, technological 
change has simply hci|>cd us live on our 
children’s natural and siK'ial inheritance 
taster rather than helped us live with nature 
and each other better. 

Historically, social systems co-evoivcd 
with natural systems. For the past 150 
years, we have been co-cvolving around 
fossil hydrocarbons, not natural systems. 
Fossil hydrocarbons continue to drive a 
wedge between us and the environment, 
allowing us to co-cvolvc forms of social 
organisation, technologies, and values 
around fossil fuels rathe*- than co-cvolve 
with our environment. We need to think 
much more systemically about where 
different technologies arc likely to take us 
over the longer term. 

Even while we share in experiencing a 
globalisation of our material lives and the 
triumph of the market over the nation- 
state, these homogenising economic forces 
arc proceeding in a manner that tolerates 
an increase in cultural diversity within and 
between nations. Cultural understanding. 


respect, and tolerance, as well as common 
standards of what should not be respected 
or tolerated, however, are not sufficient 
to sustain peace. 

Peace is a minimal requirement for fulfil¬ 
ling human potential, maintaining human 
dignity, building .su.stainable communities, 
and thereby achieving environmental 
sustainability. Under the myth of progress 
through modernisation, we thought the 
cultural differences which .seemed to 
underlie war would be reduced. The French 
would still prefer to use more butter, the 
Thai more interc.sting spices, but all were 
imagined to be living comfortably together 
through the spread of scientific rationality 
and the use of the best technologies and 
ways of organising. Economic growth 
offered a similar promise of reducing 
differences. And now we are being told 
that global inter-dependence is the best 
way to reduce contlicts. 

The record is clearly otherwise. The 
worst wars have been among the richest 
people with surprisingly similar cultures 
and considerable economic intcr-depen- 
dcnce. War has not cased with moderni¬ 
sation or economic growth or economic 
intcr-conncctcdncss. and human atroci¬ 
ties extend down through all income levels 
to the lowest. Clearly the facts do not 
support the myth. Nevertheless, the myth 
of a universal human nature to which all 
cultures would merge and framed how 
we thought about each other, was central 
to our expectations for the world, and 
affected how we responded to conflicts. 
As cultural diversification continues 
within countries and whole countries set 
out on their own paths, what might we 
share that could at least provide the hope 
of peace? 

These problems arc not simply looming 
in our future. Though our descendants will 
certainly bear the greate.st burden of our 
inaction today, most of these problems 
are seriously hindering the fulfilment of 
human potential now. Yet it appears, at 
least to me, that we are largely in a state 
of denial. It is to this that I would like to 
turn. 

.Shared Myihs Sustaining Our Denial 

Oursoc' .1 denial and inaction arc facili¬ 
tated by a set of broadly shared myths. I 
am using the term ‘myth’ here simply as 
the ideas and concepts that give coherence 
to the many .separate details with which 
we cope in our personal and political lives. 
Myths gi VC wholeness to a whole we cannot 
really know. Myths influence our collec¬ 
tive behaviour when they arc shared by 
a wide spectrum of people, allowing them 


to comprehend and act, or not. together. 
I will give special emphasis to how shared 
myths have co-cvolved with economic 
thinking. 

It is immoral to hurt peasants to save 
the forest. Recently a journalist, inter¬ 
viewing me defended the ‘present orien¬ 
tation’ of conventional economists with 
the argument that “when you have to 
choose between peasants trying to subsist 
in the Amazon and saving the rainforest 
against the ravages of economic growth, 
any reasonably compassionate person will 
defend the right of peasants to continue 
farming, of growth being allowed to pro¬ 
ceed." This deep moral dilemma is oft 
posed by conventional economists to their 
more envinmmcntal colleagues. We are 
presented with even more heart wrenching 
trade-offs here in India where protected 
elephants trammel unprotected villages 
and rare Bengal tigers prey on common 
young children and old ladies. 

Over the decades, I have had to address 
again and again this juxtaposition of the 
poor today versus reasonable hopes for 
the future of all. Initially, I accepted the 
sincerity of tho.se posing the dilemma, not 
infrequently fellow economists, and cer¬ 
tainly from both the political right and 
the left. In the last decade, however, I 
have realised that the dilemma is sympto¬ 
matic of a larger problem, how economics 
and public discourse have co-cvolved in 
a particularly intellectually dishone.st 
and morally vacuous way. Now 1 ask 
why the choice is between the peasant 
and the forest that our dc.sccndants might 
need. Where arc the people driving the 
BMWs today, oreven those driving Fords, 
in this myth? Why is it that we have these 
debates between rich environmentalists 
and rich devciopmcntalists over mural 
dilemmas where the rich themselves arc 
absent? 

The first answer, and one that pervades 
the second, is that the powerful have more 
influence over which myths are repeated 
and become dominant than do the weak. 
The second, is that this dominance is also 
reflected in the history of economics from 
where it now feeds back on public dis¬ 
course. As economists assumed power in 
government, they had to rationalise when 
economic theory allowed them to make 
recommendations on the behalf of the 
public directly, without resort to the moral 
discourse and politics represented by the 
social welfare function of their theory. 
Recommendations were justified if they 
were ‘Pareto optimal', i e, if they could 
be shown to benefit some without hurting 
anyone. From here, economists slipped 
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into an imaginary world filled with such 
winwin choices. Economies were either 
imagined to be so far from their efficiency 
frontier that the vast majority of possible 
moves met the Pareto optimal criteria or 
they imagined economies to be growing 
such that all could gain soon. Either way. 
economists did not have to present legis¬ 
lators or the public at large with the range 
of non-Pareto optimal moves over which 
moral struggle and political debate would 
surely ensue. 

My own research with Richard Howarth 
has shown that sustainability is a matter 
of intergenerational equity, not efficiency. 
While none have challenged our formal 
model, many economists have been dis¬ 
turbed by our repeatedly pointing out that 
moral decisions must be made, that sustain¬ 
ability is not about Pareto optimality. 

And so I am arguing that these peasant- 
forest, village elephant, tiger-child dilem¬ 
mas stymie us because economists and 
non-economists alike have grown depen¬ 
dent on those so-called win-win solutions. 
Without them, economists, legislators, and 
the public simply fold their card.s and give 
up. In short, I now sec the presentation 
of these dilemmas as part of protecting the 
status quo. 

You have to he rich to appreciate the 
environment: This commonly told myth 
was elegantly introduced only days ago 
into a class discussion. While living in 
China, a graduate student learned to her 
surprise that the Chine.se were not inter¬ 
ested in environmental quality. She con¬ 
vincingly argued that this was because 
they thought first of having food in their 
bellies and a roof over their heads. Fur¬ 
thermore, now they were aware of a wealth 
of consumer durables they wanted to buy. 
Until .something well beyond basic needs 
were met. the quality of the environment 
would surely decay. This widely accepted 
myth has been around for a long time. The 
only surprising thing is that it took until 
the 1990s for econometricians to enctxlc 
the myth into an environmental Kuznets 
curve. 

The myth reigns in spite of the tact 
that the rich nations cause the vast ma¬ 
jority of pollution. Never mind the fact 
that an American farmer contracts tilling 
and harvesting out to a specialist who 
drives a tractor with eight foot diameter 
tires from an air conditioned cab listening 
to a stereo system to produce food for 
consumers even far more distant from the 
land. Most of the respectable rich people 
have for the land descends from ance.stors 
far poorer than we are. Again, I cannot 
speak for the poor, but respect for the land 


figures heavily in survival and hence can 
be found in the cultural heriuge of all 
peoples. 

Nevertheless, the myth is propagated by 
both rich and poor alike. It allows the rich 
to be complacent in the knowledge that 
they have environmental controls that 
developing countries do not have. It al¬ 
lows the poor to defer what responsibility 
they do have for the environment until 
economic growth has come. 

If capitalist economies do not grow, 
they will crash: The myth that we have 
no choice but to grow, hence there is little 
hope for the environment, is invoked by 
business page editors, frustrated environ¬ 
mentalists, and green Marxi.sts ever ready 
to bash capitalism. While there are ante¬ 
cedents in the works of many economists 
trying to explain business cycles, many 
economists ihinktheHarrod-Domarmodcl 
that arose in the late 1940s proves the case 
for steady growth. It is, important, how¬ 
ever, to keep in mind that the Harrod- 
Domar model is just a model, the most 
simple model that is still capableof demon¬ 
strating a relationship between savings, 
inve.stment, and growth. The amasing thing 
about the model is that it has no actors 
or institutions what.soever, and so is just 
as applicable to socialist or communist 
economies as to capitalist. Further, if I am 
not mistaken, the parameters can be set 
so that the economy runs at zero growth, 
or even a negative rate of growth, with the 
same unstable properties as when it is set 
for a positive rate of growth. Thu,; what 
the model illustrates in a very simple way 
is not that economics have to grow but 
how changes in savings and investment 
rates might make them unstable. 

There are other myths which sustain 
denial with which economics has co- 
evolved. One is the myth that agriculture 
and resources make up a smaller and 
smaller portion of GDP as economies 
mature, and therefore become less and less 
important. Another is that human capital 
can be substituted for natural capital 
continuously, until there is only a grain 
of sand left. These myths have been dealt 
with very effectively by Herman Daly and 
otherecological economists, so I will move 
on to the most important myth of our 
times. 

The gains from reducing government 
expenditures and expanding trade justify 
social and environmental losses: Now. I 
am going to be really heretical in an age 
of government down-sizing and 
globalisation driven by neo-liberalism. For 
two centuries, the logic of exchange, Adam 
Smith's great discovery, has been used to 


promote free exchange by individuals and 
corporations, unfettered by the complica¬ 
tions of interactions with government. The 
logic is simply that when two parties who 
are free to choose actually choose to enter 
into an exchange, it is because the ex¬ 
change makes each party better off. This 
logic is impeccable, but economists early 
deduced from the logic and have long 
intoned that therefore governments 
should nut restrict opportunities for peo¬ 
ple to make themselves better off through 
exchange. It is this second step that docs 
not logically follow. 

The logic of exchange it.self is faultless 
under the assumption that both parties are 
fully informed and utility maximisers. But 
the political agenda of free markets for 
individuals and corporations unfettered 
by regulations, taxes or trade cuntrols 
impo.sed through collective choice does 
not logically follow, even if there are no 
effects on third parties. The problem, quite 
simply, is that the logic of exchange is 
indifferent to how the parties conducting 
an exchange arc defined. It is true whether 
the parties are individuals, communities, 
bio-regions, or nations. II it is true for 
nations, why should nations not be ‘free 
to choo.sel including being free to choose 
to affect the choices of individuals and 
corporations through taxes or trade con¬ 
trols? Some criterion beyond economics 
is needed todeterminc which patties should 
be free to choo.se under different circum¬ 
stances. 

While we might applaud the political 
agenda of Adam Smith to cast doubt on 
mercantilism, the agenda of those further¬ 
ing this argument pretty much since has 
been to empower individuals and cor¬ 
porations and restrain collective action 
thiough government. The current argu¬ 
ments against government and for 
globalisation are an especially viral form 
of the myth of exchange. The policy 
problem remains one of deciding when 
individuals, groups, communities, or the 
state should be entrusted with decision¬ 
making authority, the central issue of 
political economy for millennia. 

Guidelines for GErriNr. Beyond 
Growth and Globalisation 

Even while the dominant myths and 
understandings driving our economy 
appear to he firmly in control, the out¬ 
comes are increasingly indefensible and 
contention is increasing. Hence, the poten¬ 
tial for change is great. I .see a new world 
view developing from the global experi¬ 
ences and environmental discourses of 
past decades. It includes new basic 
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assumptions about the world, about 
desirable ends, and is pragmatic about the 
means for reaching ends. The following 
guidelines arc key to challenging un¬ 
differentiated and undirected growth and 
globalisation: 

Economic systems exist to provide for 
people, not vice versa. Markets should be 
tuned to reach socially determined ends 
and not promoted per se. The scope of 
markets should match the scope of effec¬ 
tive governance. The gains to capital from 
globalisation must not be at the expense 
of communities and effective governance. 
Economic ju.stice is as important as indi¬ 
vidual economic freedom. Economic free¬ 
dom should not be pursued to the detri¬ 
ment of other freedoms. 

Economic systems should complement, 
not override or commoditise, the non- 
material dimensions of .social systems. 
Natural capital must be sustained. Renew¬ 
able resource systems must be managed 
well away from key thresholds to avoid 
the colIap.se of critical services and eco¬ 
system .support functions. Material re¬ 
sources should be used effectively and 
recycled. The depletion of slock energy 
sources, undertaken within the limits of 
climate system concerns, must be offset 
by investments in new renewable energy 
technologies. 

Human capital must be sustained. Com¬ 
munities. like renewable resource systems, 
must he maintained to provide critical 
services including community support 
functions. 

There are limits to the substitution of human 
for natural capital. 

Environmental and social sustainability is 
easier with fewer people. 

The precautionary principle must continue 
to replace the historic de facto rule that 
“environmental and social change is ‘in¬ 
nocent until proven guilty’”. ’The shift 
from the scientific arrogance that marked 
the beginning of th<s century toward the 
humility of the pre.sent must not be offset 
by a new arrogance of multinational cor¬ 
porations and global capital. 

I would like to he able to elaborate on 
what our goals should be. Frankly, while 
1 have some idea of my own, new visions 
are still insufficiently discussed in the 
academic company I too frequently keep. 
The utopia literature of the 19th century 
was pretty much replaced during the past 
half century by simple growth worship 
offset by little more than cynical portray¬ 
als of a future to which we could only 
acquiesce. Now I sense an increasing 
interest again in thinking about the kind 
of future we want to have. While we have 
not seen a new wave of utopia literature 


comparable to that in the late 19th century, 
there are more journal articles discussing 
communities that arc doing things better. 
Breakthroughs in biological technology 
are begging us to learn from what earlier 
scientific breakthroughs promi.sed and 
wrought. And cultural re-diversification 
is forcing us to acknowledge our de.sirc 
for community and continuity. 

With this redefining of progress only 
beginning to occur and with considerable 
variation in paths likely forthcoming, 
it is very difficult to generalise about 
alternative futures. Nevertheless, the di¬ 
versity of ends and new world view 
themselves require us to seek a plurality 
of means. While retaining the advantages 
of expertise, the emphasis mu.st shift 
toward multiple indicators, synthesis 
through communication and shared learn¬ 
ing, and the use of discursive democracy 
to resolve action in the face of contradic¬ 
tory information and uncertainty. As an 
alternative to simply forging ahead with 
growth and globalisation, we need to 
move toward the use of the following 
means: 

Improved information systems. Environ¬ 
mental impact assessment, environmental 
valuation and accounting, and new geo¬ 
graphical techniques for organising infor¬ 
mation are contributing to this end, but 
much more is needed. Improved aggre¬ 
gate social and environmental indicators 
are needed such as those contained in the 
HDR; bio-physical indicators such as the 
‘ecological footprint’ approach; environ¬ 
mental valuation, environmental accounts, 
and greening of the GDP. 

Improved communication and learning 
systems are needed. The pursuit of 
specialised knowledge must be balanced 
with inquiry across specialities and formal 
and experiential training in trans-special¬ 
ity communication. Ecological econom¬ 
ics is an example of such an effort and 
many more arc needed. 

Adaptive social and environmental man¬ 
agement needs to be used much more. By 
initiating multiple, deliberately diversi¬ 
fied, smaller projects that are continu¬ 
ously monitored as real world laboratory 
experiments, we will be in abetterposition 
to adjust our course. I^arge projects with 
irreversible impacts should be avoided. 
The separation between science and 
management should be reduced through 
adaptive management practices. 
Technological paths need to be debated 
early and openly so that their social and 
environmental implications can be fore¬ 
seen and managed democratically. 
Property rights, regulations, and taxes need 
to be redefined to favoui social and en¬ 
vironmental sustainability. Many institu¬ 


tions determine our current course, no one 
type of economic institution, for example 
such as ‘green taxes’, can be modified 
sufficiently to set us on a new course. 
Improved, shared environmental and 
social understanding, combined with the 
development of social motes, are needed 
to complement the effectiveness of prop¬ 
erty rights and economic mechanisms. 
Specifically, and initially in the industri¬ 
alised countries, we need to select tech¬ 
nologies, define systems of property and 
incentives, and develop understanding and 
mores to rapidly reduce energy and ma¬ 
terial use. Rather than continually and 
incompletely assessing the impacts of 
individual projects and debate over the 
meaning of sustainable development, 
energy and material use need to be seen 
a priori as driving forces in environmental 
and social disruption. 

We need to strengthen social mechanisms, 
and develop new mechanisms, that rein¬ 
force nonmatcrial values so that they work 
as well as economic systems have worked 
to reinforce material values. 

The national, regional, and international 
institutions that have centrally directed 
development need to be transformed into 
facilitative agencies. 

Going beyond undifferentiated and 
undirected growth and globalisation will 
require both the north as well as the south 
taking action. Obviously, the call for rapid 
dcmaterialisation applies more to the 
north and there are great differences be¬ 
tween countries, and so these guidelines 
arc not equally appropriate for all. Thc.se 
differences also offer the opportunity for 
each country to help others and to leant 
from others. 

The early critique of undifferentiated, 
undirected growth had a significant impact, 
but that impact has been diluted over the 
years. In retrospect, the ‘sustainable 
development compromise’ co-opted im¬ 
portant social and environmental agendas 
into a mainstream that was subsequently 
too easily overwhelmed when it converged 
with the tributaries - I must say surpris¬ 
ingly large tributaries, of market 
liberalisation and globalisation. It is time 
to reassess and join forces in a new critique 
of growth and now gIobali.sation as well. 
We must incorporate what we have learned 
over the past quarter century, we must 
address the new myths that stymie con¬ 
structive action, and we must assert when 
and for whom growth and globalisation 
are appropriate and push for de-material¬ 
isation and community otherwise. 

(This is a textual version of the 10th V T 
Krishnamachari Lecture delivered by the author 
at the Institute of Economic Growth. Delhi, 
September 2.S, 1998 | 
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REVIEWS 


Water Management in India, China 
and Japan 

Niranjan Pant 

Water Resource Management: Institutions and Irrigation Development 

in India by A Vaidyanathan; Oxford University Press. New Delhi, 1999'; 
pp xi + 271. 


TiiE title of the book is a bit misleading 
as it diverges from the actual contents of 
the book. The book is not mainly about 
India as nearly half the book covers 
irrigation management inChinaand Japan. 
The book consists of four chapters. The 
first and fourth chapters arc based on 
author's research as a visiting research 
fellow at the Institute of Developing 
Economies. Tokyo in 1982. While the first 
chapter deals with irrigation institutions 
in China, Japan and India, the fourth chapter 
deals with the same subject in respect of 
China in a more comprehensive fashion. 
I'he second and the third chapters cover 
India. 

.Starling the first chapter with the two 
opposite theoretical propositions centring 
on centralised/dcccntraliscd authority 
structure for irrigation management, the 
author finds useful some of the studies 
emanating from this debate. Accordingly, 
he advocates the necessity of comparative 
.studies of water control in.stitutions in 
different agro-climatie regions and 
countries for a better understanding of the 
phenomena. 

The chapter covers relations between 
water control and agricultural production, 
rolcofirrigationinstitutionsin acquisition, 
conveyance and distribution of water, 
including system maintenance and its 
sustainability. Since the chapter is based 
on his earlier research in Japan, China and 
India, the comparative illustrations are 
drawn from these countries. Ba.sedon.some 
illustrative comparisons, the author 
suggests that the nature of water control 
necessary for efficient agriculture as well 
as the kinds of works that are feasible in 
a given situation arc. in effect, conditioned 
by a variety of factors such as rainfall, 
temperature, topography, physical 
environment, the scale of water control 
structure, the design, the cost, the stakes 
of concerned parties. 

The central argument of this chapter is 
that a proper understanding of the form 
and effectiveness of irrigation organis¬ 
ations requires that their structure and 


functioning be viewed in the context of 
agro-climatic. technological and socio¬ 
economic environment in which they 
operate. However, caution needs to be 
observed while generalisations are made 
on a comparative basis. For instance, the 
author's observations that in China water 
users' contribution in terms of the cost of 
coastruction and subsequently their role 
in the management is quite extensive 
compared to users' negligible role in India 
(p 10. pp 25-261 needs to be appreciated 
in the fuller context, where a variety of 
intervening factors are at work. Those that 
arc important in the Chinese context are 
mobilisation of corvee labour, existence 
of small surface systems, role of the party 
cadre in a totalitarian communist regime, 
etc. In pre-independence India also, users' 
role in construction and management was 
no less impressive whether one is 
examining the .small tank systems of south 
India or indigenous irrigation .systems 
such as ahar-pyncs of south Bihar 
(Niranjan Pant, ‘Indigenous Irrigation in 
South Bihar; A Case of Congruence of 
Boundaries', Economic and Political 
Weekly, December 5, 1998, pp 3132-.J8). 
This was mainly due to the exi.stence of 
feudal or colonial centralised regimes, 
which has been an all-pervading feature 
of China. 

The second chapter reviews the salient 
features of India's irrigation development 
during 1950-90, the problems that have 
emerged, the responscssuch problems have 
evoked and the reasons for failure to 
eliminate lhc.se problems. 

The author is of the view that Indian 
plans have accorded high priority to 
irrigation sector and consequently massive 
investments have been made i n this .sector. 
As a result, irrigation facilities have made 
a major contribution to sustaining 
agricultural growth during the past five 
decades. At the same time the performance 
of irrigation sector, particularly that of 
public sector, has not matched the 
expectations both in terms of pace of 
development and use of facilities and their 


impact on prcxiuctivity of land. He lists 
a number of problems which have arisen 
during 1950-90. The ones highlighted by 
him arc inordinate delays in completion 
and cost escalation of large surface projects, 
underutilisation of theirirrigation potential, 
unsatisfactory quality of irrigation, low 
cost recovery and sustainability of such 
projects. In addition, there arc problems 
which have led to ecological and environ¬ 
mental degradation on account of 
waterlogging caused by major and medium 
surface projects, and problems of salinity 
and groundwater saturation on account of 
its excessive extraction. 

A very pertinent issue raised and 
examined by the author relates to major 
divergence in the data relating to ‘area 
irrigated' emanating from the Planning 
Commission and the Land U.se Statistics 
(LUS). As per plan documents, between 
1950-51 and 1993-94. gross irrigated area 
in the country as a whole increased 
by around 53 m ha, while LUS estimates 
an increase of 45 m ha. The author has 
gone in considerable details to pin¬ 
point the shortcomings of the procedures 
adopted and the reasons foi variations 
(pp 58-63). Another area where wide 
variations in estimates have been high¬ 
lighted by the author relates to state- 
wise estimates of waterlogging arrived 
at by different agencies. At the all-lndia 
level in 1990 the Central Water Com¬ 
mission (CWC) estimated waterlogging 
to the extent of 1.61 m ha. while the 
ministry of agriculture’s estimate during 
the .same year was 8.52 m ha. which is 
more than five times estimated by the 
CWC (p 104). 

Similarly, the issue of irrigation potential 
and its utili.sution has been examined to 
highlight the pitfalls arising on account of 
faulty estimates of ‘potential created’. The 
author rightly observes that part of the 
problem lies in ambiguities in definition 
of 'potential' as well as differing inter¬ 
pretation of guidelines. Further, estimates 
of potential gross irrigated area are based 
on a number of assumptions which do 
not hold once actual irrigation starts 
(pp 63-65). 

An important development during mid- 
1970s resulting on account of utilisation 
of irrigation potential from large surface 
projects was the initiation of CAD 
programme. It was a cenlrally-sponsoted 
programme which provided large amounts 
of funds for on-farm development worics. 
Although huge funds were spent under the 
piogramme, the programme was never 
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evaluated in terms of its impact of water 
utilisation The most comprehensive 
studiesavailable relate to theorganisational 
aspects and the constraints on the 
implementation of certain categories of 
physical improvements in the system 
(p 94). 

The reviewer of this book had found 
execution of on-farm development works 
under the CAD programme in 1981 in 
Bihar virtually of no use despite the tact 
that a good amount ol money was spent 
on these works. Again in doing a micro 
level detailed study in 1986-87 of one 
minor in Sharda Sahayak project in Uttar 
Pradesh, the reviewer found that the im¬ 
pact of on-farm development works in 
increasing the irrigated area was marginal 
(Niranjan Pant, ‘Utili.sationofCanal Water 
below the Out let i n Kosi Irrigation Project: 
Administrative and Community Level 
Solutions'. Economic and Political 
Weekly, September26,1981). It was fuithcr 
I ound that the money spent on these works 
did not necessarily lead to increase in 
irrigated area (Niranjan Pant, Irri/iation 
and A ftricuUural Development inaCA DA , 
Ashish Publi.shing House, New Delhi, 
1992. pp 51 -54). This being the ca.se. even 


today there is an urgent need of evaluation 
of the impact of CAD programme in 
enhancing the irrigated area in respect of 
some of the selected projects drawn from 
different .states, more particularly from UP 
and Bihar. 

The third chapter entitled ‘Aspects of 
Institutional Reform in Irrigation' focuses 
on institutional failures. The author’s 
emphasis on institutions is due to his 
contention that institutional deficiencies 
are the root causes of many of the problems 
and that restructuring the management 
structure is a sine qua non for tackling 
such problems. He goes on to spell out 
the directions of reform in three key 
areas: (a) planning and operation of large 
surface systems, (b) rehabilitation and 
expansion of local irrigation works to 
benefit rain-fed agriculture through 
integrated watershed development, and 
(c) regulation of groundwater. The crux 
of his argument is that solutions in respect 
ot reforms area no doubt require more 
and better technology for a holistic 
approach to the problems. Yet technology 
alone in not enough and the effectiveness 
with which technology is used and its 
impact depends crucially on the way 


irrigation systems are structured and 
managed. 

In respect of the first area of reform, the 
following suggestions of the author are 
very useful and deserve serious con¬ 
sideration. Integrated planning for harnes¬ 
sing water from all .sources (rainfall, 
streamflow, and groundwater), and to 
ensure optimal allocations between 
different uses and users is a technically 
demanding task and needs to be accorded 
high priority. A substantially larger and 
better-organised effort to broaden and 
deepen the database is essential. Irrigation 
engineers need to interact more with 
agricultural and .social scientists. Water 
resource planning has to be much more 
open and sensitive to the social and 
environmental impact of the projects 
(pp 126-31). 

While discussing the issue of user 
participation in irrigation management 
(pp 131-39), the author has mixed up 
government policy and efforts of past with 
those of the present. Starting from the 
mid- 1970s until late 1980s, government 
policy was to encourage user participation 
below the outlet level (about 40 ha). There 
was a shift in government policy over the 
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years and at present user involvement, 
paitieularly by the government of India is 
advocated at the minor/distributory level 
commanding 300-1,000 ha (above the 
outlet). It is because of this confusion that 
the author quotes condili ons for the success 
of user involvement below the outlet, while 
the conditions actually refer to water user 
groups above the outlet (p 137). 

In respect of the second area of reform, 
the author advocates in situ moisture 
conservation thmugh integrated watershed 
development. This, he thinks, is necessary 
to check erosion, restore the vegetative 
cover in the upper reaches and remove 
impediments to the tree How oi water into 
the tanks. In due course of time, such 
mca.sures lead to better utilisation of 
rainwater for irrigation in.stcad of the .same 
being wasted. 

In examining the subject, the author 
recounts various government and donor 
efforts during plan periods and the efforts 
made by the NGOs in this venture, lie 
stresses the importance of a database for 
planning the watershed development. In 
the execution of the programme, the right 
mix of measures and proper design of each 
IS advocated. In as.sessing the utility, 
cmpha.sis is laid on the need tor much 
closer .scrutiny of costs in relation to 
expected benefits. In respect of organis¬ 
ation and management ot the programme, 
stress is laid on community participation 
and how to go about it. 

There are .some who think looking at 
water I rom a narrow angle is not conduct vc 
to irrigation reforms. It is felt that relorm 
initiatives like participatory irrigation 
management need to be made part of 
broader efforts at integrated water re- 
.sourcc'' management and rural develop¬ 
ment to be able to address farmers' overall 
needs. Such an approach envisages greater 
integration between the measures of 
irrigation deveiopment and watershed 
development (Peter P Mollinga, ‘The 
Policy Process in Irrigation Reform; 
Technology, Rural Development and 
Politics’, paper presented in the fourth 
international INPIM in Bali. Indonesia, 
July 14-20, 1998. p 14). 

The third area of reform dealt with in 
the chapter relates to regulation of ground¬ 
water sustainability. On account of 
historical antecedents, comparatively 
smaller investment requirements, easy 
manageability and government encourage¬ 
ment and support to the farmers, ground- 
water development has witnessed a 
phenomenal increase in all parts of 
India. This has led to the twin problems 
of salinity and groundwater saturation 
In the midst of such a scenario, two 


opposite views have emerged. On the one 
hand, there are the water market proponents 
who argue in favour of its free use. On 
the other, there arc regulation proptinenls 
who ask for strict control and enforcement 
of a legislation in this respect. The author 
suggests a number of steps to be taken by 
the government to regulate the excessive 
extraction of groundwater. While some 
of the.se relate to measures restricting 
government encouragement and subsidies 
to farmers, the others relate to regulating 
mechanisms. The author lays special em¬ 
phasis on forcefully and continuously 
publicising emerging trends and their con- 
.scqucnces in specific endangered areas by 
dramatising potential dangers in such areas. 

The fourth and the la.st chapter examines 
the organisation and management of 
water control in China in a historical 
perspective. A postscript on post-1979 
retorms has been added to the chapter 
based on papers presented in an inter¬ 
national conference on irrigation manage¬ 
ment transfer held at Wuhan, China in 
September 1994. 

The Chinese water control system is 
said to be both extensive and diverse in 
character. The total irrigated area is placed 
at 53 m ha. This constitutes 40 per cent 
of the total cultivated area. The system 
shows marked regional variations. 
However bulk of the Chinese system 
comprising of its small-localised projects 
continues to he planned and executed 
locally with local resources of labour and 
material. This has been so since ancient 
times. No doubt the basis of resource 
mobilisation has undergone changes - from 
corvee labour mobilised by feudal landed 
gentry to the one organised by the 
Communist Party and its cadres and 
ultimately to the present day contract 
management. The systems have evolved 
and grown by expansion and integration 
of older works earlier constructed. 

According to the author, massive local 
resource mobilisation for water 
conservancy work was a hallmark of the 
‘Great Ixap Forward' period. Problems 
and solutions relating to efficient 
management and cost recovery have been 
widely debated since the 197()s. The 
abolition of communes in favour of 
individual cultivation in the post-Mao 
period has created new problems in 
irrigation management. As a matter of 
fact, several of the problems of Chinese 
irrigation faced in the post-reform phase 
such as poor management, successive 
reliance on bureaucracy, inadequate cost 
recovery, and resi.stancc to increase in 
water charges arc not new as mo.st of them 
existed in the pre-reform era. 


The most important contribution of the 
chapter to the understanding of the 
development of irrigation institutions in 
India .seems to be the derivation that the 
author has made on the basis of his study 
of China. The derivation is that the Chinese 
experience demonstrates that centralised 
user management does not by itself solve 
the pmblems of technology upgradation, 
integrated management and harmonious 
relations between users of water and its 
managers. 

The collection of essays constituting the 
book, according to the author, draw on his 
research extending over two decades and 
seek to provide a more comprehensive 
holistic view of the problem of water 
re.source management. Two ol the essays 
dealing with India tully justify the 
statement of the author. Here his long 
and varied experience, deep under¬ 
standing. wide knowledge and insightful 
judgment bring forth most vividly the true 
picture of Indian irrigation .scenario m 
general and its in.stitutional aspects in 
particular. While dealing with India, 
whether it relates to quality of data or with 
irrigation operations or even with 
integration of technical complexities and 
institutional realities, his understanding is 
mo.st profound and his suggestion most 
pragmatic. However, when it comes to 
other two essays that cover Japan and 
China It is difficult tojustify theirinclirsion 
in the present book. It appears as if some 
discrete pieces have been put togethei to 
force an integration and unity which 
apparently docs not exist. The main reason 
for this inislit is that there arc no com- 
parabic parameters rclcrnng lo a similar 
timeframe. In case of China and Japan, 
mo.u of the data and understanding 
areba.scd on what the author collected in 
1982. On the other hand, in case of India, 
author's understanding as well as the data 
are most recent 

Overall ihis book makes a ve^y im¬ 
portant contribution and a highly 
useful addition to the available literature 
dealing with Indian irrigation since 
independence. 
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Towards Federal Nation Building 

Supriya R Kanetkar 

Rethinking Indian Federalism edited by Rasheeduddin Khan; Indian Institute 
of Advanced Study, Shimla, 1997; pp 271, Rs 350. 


“IN the 50th year of our sovereign exist¬ 
ence as a modem state, it is critically 
significant for us to rethink our federal 
polity and plural society in order to design 
a federal India which can successfully 
combine 'federalism’ and ‘pluralism’ in 
the institutional framework of ‘self-rule 
plus shared-rule’,’’ says Rasheeduddin 
Khan in his introduction to Rethinking 
Indian Federalism. The volume, edited by 
Khan, reflects upon the macro rubrics of 
Indian federalism in order to search for a 
new federal identity for building a more 
equipoised and co-operative federal pol¬ 
ity with better centre-state relations. 

The book has come at a juncture when 
Indian polity, society and economy are 
undergoing a sea change. The one party 
dominance of the Congress, both at the 
centre and in states has come to an end. 
A new era of coalition politics has begun 
with the regional parties at its centre stage. 
There is a greater demand for state au¬ 
tonomy. Assertive parochialism is gain¬ 
ing ground. On the economic front, India 
can no longer keep away from the 
‘globalisation’ and ‘market economy’. 
States are no longer waiting for the central 
assistance forthcirdcvciopmental projects 
but are directly negotiating with the global 
agencies like World Bank for aid and 
assistance. It is in this context that the 
present work assumes significance. It 
reflects upon the need to reconcile the twin 
process of political unification and social 
diversity. 

Globally, federal idea and federal sys¬ 
tems arc acquiring relevance in our age. 
But federations in the last two centuries 
have exhibi'ed a strong prosperity for 
centralisation of power and decision 
making. India is no exception to that. 
Indian Constitution in fact describes India 
as a 'union of states’ and is often described 
as ‘federal’ in nature and ‘unitary’ in spirit. 
Of course, the political and economic 
compulsions at the time of independence 
made it ‘union type’. But today our five 
decades of experience of nation-state 
building indicates that the term ‘federal’ 
ought to include a large dimension of 
India’s reality, not merely in terms of 
administrative reality but also in terms of 


socio-economic reality. And therefore, 
Khan empha.si.scs the need for evolving 
a new Indian identity reconstructed by its 
own vision and political courage. In his 
opinion the process of nation building 
will be counter-productive unless it is a 
‘federal' nation building, for India is not 
a nation in the traditional accepted sense 
of the term. It is a plural society and this 
plurality needs to be recognised. Federal 
India, therefore, has to include segments 
and diversities in its efforts of nation-state 
building. 

The essays of T K Ooman, Harish Puri 
and Aijazuddin Ahmad have .sought to 
examine the process of federal nation 
building in the context of socio-cultural 
pluralism. While rejecting most of the 
we.stern hypotheses that poly-ethnic 
(multicultural) states eventually breaking 
into many mono-ethnic states, T K Ooman 
observes that there were several instances 
where numerous nations had never staked 
claim to separate .sovereign statehood, 
though they had opted for separate admin¬ 
istrative arrangements especially in the 
spheres of identity-maintenance within a 
federal system. In fact, pluralism is a value 
orientation to the fact of diversity. But 
whenever discrimination against ethnics 
either by the state or by the dominant 
nation in the context of economic oppor¬ 
tunities, civil rights (human rights) and 
political privileges is made, the crisis 
begins. In this theoretical context, he also 
identifies the major problems of building 
a federal nation. 

Various contributors while recapitulat¬ 
ing the trends in the working of India’s 
federal polity observe that the new era 
brought to surface the unitary trends - the 
foremost reason being the Congrc.ss domi¬ 
nance in the national and state politics and 
Nehru’s dominating personality. During 
the late years Indira Gandhi’s ‘personalised 
politics’ further resulted in centralisation 
of decision-making at various levels of 
governance. The institutions like Plan¬ 
ning Commission and All India Civil 
Services, over the years, have only en¬ 
croached upon the autonomy of the fed¬ 
eral units. Increasingly governors too are 
acting as agents of the centre and are 


playing partisan role in state politics, 
especially in a situation of hung parlia¬ 
ment. 

Arshi Khan observes that even the 
constitutional provision of Article 356 
dealing with the breakdown of constitu¬ 
tional machinery in a state, too does not 
provide remedial measures to prevent its 
misuse. Moreover, the centre has 
overplayed this provision in order to serve 
its own political interests. Even when 
legally and constitutionally justified, the 
centre has rarely taken into account the 
Article 355 before making proclamation 
under Article 356. This has also made the 
role of governor critical and controversial. 
He remarks that in principle the factor of 
maintaining national unity and integrity 
should be reconciled with the imperatives 
of state’s autonomy and Article 356 should 
be sparingly u.sed, that too after exhaust¬ 
ing the remedial measures available in 
other provisions of the Indian Constitu<- 
tion. Also it is the need of the hour to take 
a fresh look on the entire gamut of the 
issues and to make necessary amendments 
in the Con.stitution to prevent the misuse 
of Article 356 and to make the institution 
of governor a non-partisan and non¬ 
political one. 

The Indian Constitution is a product of 
two conflicting cultures - one represent¬ 
ing the national leaders' normative con¬ 
cern for India’s unique personality and the 
other over-emphasising the concern for 
national unity, security, etc. And as a 
result, the founding fathers opted for a 
semi-hegemonic federal structure where 
the balance is in favour of the centre, says 
Amal Ray. 

Despite the unitary characteristics and 
centralising tendencies, the Indian Con¬ 
stitution is yet a federal Con.stitution of 
itsownkind. India is adiverse society with 
a fundamental unity. P R Dubhashi argues 
that India which has begun with the concept 
of ‘co-operative federalism' has degener¬ 
ated into a ‘disintegrating federalism’. He 
emphasises the need to develop loyalty to 
the nation among citizens because without 
such loyalty to the Indian nation state, 
India cannot survive. The disintegration 
of Soviet Union, Yugoslavia, Czechoslo¬ 
vakia created fear in the minds of many 
Indians about a similar experience here. 
But both, Khan and P R Dubhashi reject 
such a situation. Khan points out that there 
is no denial of fragilities in the federal 
system but India is neither a multi-nation¬ 
ality state like USSR nor a multi-ethnic 
state like the US,'it is a multi-regional 
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state. Dubhashi feels the unity of India is 
firmly based on geography and deeply 
rooted in history. And past experience 
clearly shows that though divided on the 
basis of caste, region, language, we as 
Indians have often stood united at the time 
of any external aggression. The common 
historical past and culture binds us to¬ 
gether. 

Apart from the centralising tendencies 
India’s federal secular identity is being 
seriously threatened by politically mili¬ 
tant, socially homogenising and culturally 
hegemonising assertive communal forces 
in recent years. Sunil Shastri critically 
examines the relevance of secularism to 
India's federal polity. Though secularism 
is one of the basic features of our Con¬ 
stitution, it is still less emphasised in the 
socio-economic and political culture of 
India. The strengthening of secular forces 
would not only include cosmetic legal 
changes but also initiating the fundamen¬ 
tal changes at the social and political levels, 
says Shastri. In other words, secular order 
.should be promoted from and by society 
itself. Strengthening secularism also in¬ 
volves enriching the content of Indian 
democracy. He al-so outlines the strategy 
fur promotion of secularism. 

Against this background, Kumar Suresh 
analyses the conceptual implications of 
hindutva in the process of federal nation 
building. The objective of hindutva, he 
says, is to impose upon the people of India 
a self-invented, monolithic, homogeneous 
and hegemonic Hindu identity. But he 
also expresses that conceptually hindutva 
is inherently limited, therefore its public 
appeal to Hindu nationalism would be 
short-lived phenomenon. In the course of 
the discussion, the relationship between 
caste, class and politics is also reflected 
upon. Caste and class constitute an impor¬ 
tant dimension of India’s federal polity. 
In order to analyse the operational dynam¬ 
ics of politics, both caste and class factors 
must be taken into consideration. And 
thus, there is a need to evolve an alter¬ 
native model in India where caste and 
class, two important realities of Indian 
society could be analysed within a single 
framework. 

The formulations on these macro themes 
have been supplemented by certain micro¬ 
studies (caste studies), the problem of re¬ 
gionalism and demand for separate states 
have been discussed in the studies of 
Jharkhand movement and Uttar Pradesh. 
Ajay Kumar Singh observes that in more 
than one sense present-day Bihar is an 


'imaginary state' as it consists of different 
socio-culturally distinct and geographi¬ 
cally diBerent regions of Mithila, Magadh 
and Jharkhand. Over the years, Jharkhand 
has emerged as a classic example of ‘in- 
temal-coloniali.sm’ and cultural suppres¬ 
sion by the people of other regions (mostly 
from north and central Bihar). Similarly, 
Uttar Pradesh is too large for its size, 
making it unmanageable for the admin¬ 
istration to fuiril its administrative and 
developmental responsibilities. Rashee- 
duddin Khan emphasises the need for 
re-organising the existing states for creat¬ 
ing a more f^ederal balance and to avoid 
centralisation of political power. Unfor¬ 
tunately regionalism has always been 
looked upon as a negative phenomenon, 
detrimental to ‘national unity’ and ‘integ¬ 
rity’. But with assimilation being proved 
facile, a new thinking of regionalism is 
required. Regionalism should be seen 
as a federal mechanism of organising 
society and polity that can accommodate 
the matrix model of ‘self-rule with shared- 
rule’. 

Most of the papers have been revised 
by their respective authors in the light of 


discussions during the ‘Study Week; 
organised at the Indian Institute of Ad¬ 
vanced Study’. Shimla. With certain varia¬ 
tions apart, the papers have been arranged 
according to the themes of each session 
of the discussion. Though a minimum 
uniformity of style and format has been 
maintained, the reader may Find a varia¬ 
tion in the pattern of referencing of the 
authors. The individual style of the au¬ 
thors, too has been retained. This none¬ 
theless disturbs a coherent reading of the 
book, but perhaps, justified as a matter of 
‘intellectual autonomy'. 

Unlike the conventional reductionist 
approach to the study of ‘federalism’ that 
re.stricted federalism only to the legal 
formalism of distribution of power and 
authority between federal government and 
state/local/provincial governments, the 
emphasis here is on relevance of federal¬ 
ism to a plural society with a paradigmatic 
shift from mere statism to federal nation 
building with added emphasis on multi¬ 
disciplinary approach to the study of 
federalism. ‘Rethinking Indian Federal¬ 
ism' isccnainly enlightening and undoubt¬ 
edly a bcKik with a vision. 
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Ladies k (fvntlcmcn, 

On I'lhilt III d’C ^Jjrd ut Dtratn^ jml im 
! tnv imii rHluh. I ttckiiim \nu ill i<' tins 
liiitil \niii.ii (it'iiiTil Meeting 1)1 lilt* BinL Vs'.’iu 
must liisf M-cn from tht Vnnuil KcfKjit 
l</^K 'I'i \ijur IIjdIi h.iv |M)stc(l ill ill umiikI 
iiii|iriiHnuiii in iht pi'tlormjmc in iiv v,irMiiv li\ 
|Mi,iiii(*tiTs ilunnt; the \eir under reuiu \inMn".'-t 
ill niiiiinilisi.it iiiiiks. \(tur Biok Ims ruonlcil ilu 
liii'lust net [irntit ut Rs 421 4d iinrt iiid thi 
Biurd his pnijHised Dnnlcnd lin tin- »iii 
Vi'iH W I Jill lup|i\ til iiitonn thi' \oiii KaiiL Ins 
idopit'd the {{lohil hisi prutkes li\ in.ikiik; 
pniiientiil prnviMuns, rci.<)miii(.nikil li\ ihi 
\irisin)hiiii (.•>nimittti--ll uell .iheid >ii llu time 
M.fk'ilule. uhkii Hiil I'd j hull' u,ii in vircni’iiKinn^' 
thr liiiiiKiii fuiuliincniils nl tilt haul Kilnri ) 
elilkirite upon ilu RanLs |h rtnrminie. it will not 
)h.‘ out ol pliic to i{vki.ll upon ilk iioiioiiik and 
liinkint' (.lUironn'tiil ilui uas pri^adiii}; ahtoad as 
well is in oiii ioiinii\ iliinne ilk >eir under levku 


hxonomic Scene 


( lost or rhi huts oi ihi. South Iasi \sijn 
titrrcniv msis. ilk inienuiional tiiiiiHul in.irkcts 
Mere taitil ssiih liu' iiiiltdimti oi Kniihli and the 
prohli-ni III Hra/dian and hpaiU'se ttonoinin, 
khkh siM ilu SiihL I sihanL'i' itulkcs thrinii'houi 
the world nllvirii! down Ilk viat also wiitassed 
M»im rtutut’s anil ilusores ol the ionkiiu’ as well 
is non-hankiiu' tompiniis aNoss ilu- uIoIh 
inviiini' I (i^liui it'uulators tiirnework Issues iit 
solu'iii i and < ipUil jdii|ii.uv will- dihaud in 
hinkinL' ciulis li idmu lo ll^lllenIn|; ol idohil 
piiidiniial siiiulirds \our Hank tho«i|!li liavini! iis 
priseiKi in a niimhtr ot oilu' loiintnes. did not 
liii arr. proldim thinks to its ^oihI risk 
niiniiteiikm pr-utkis md pt>idi-nt auoumnu' 
polkit-s hill il tiu siTiit null ir was an 
opportiinUi .<> liMil a tiu lissons in tin.nntionil 
tiankini: 

Soiuiil.sijiidin}.' ilk* reicssionarN iilmiU 
atllktini; pairs ot ihr woild tin. Indian 
eioninm displasn! tin-Her resilkiiu iliiiinu 

9'> \ stroni; (»I)P 'Jiowih ol 'wis 
m.unk tuilkd In ihe iiiliust linn output a^ ucil is 
a siliiint sersKes sitlor lloueur. il is ilu 
indiMu and tiaik that I'lnitallv iidis the lortuiks 
ot tiiiatkiil institutions The iLu'sMoivm iieiuls m 
steel, icnunt. Usiiies and atiloinohifis had a 
tasiidmii impact on nunv xhii indiisines liasnii! 
lorwird or haikw ird hnkjires. flic neeitkc export 
it'OMth resulted into a nci'lif'ihle rise in the 
iioii-iundid hiiMikss ol iomincrua! lunks 

(•impaidi to innn other i-iiKTjnikr Knrk..I 
ecop-ntiis. Indn showid ht-Mei stahdih and 
ionlui(Mu< as tellevietl amont! other ihini's, in the 
MUiiss ol KcMirt'cni India lloniis thi i.ational 
ciuiiasotir to Inal th eiononm saiktions \ total 
lurid (il Rs ISniHliii- • nt non tesiilfin dtposits 
was mohdised l»y the limkintt svsteni Besides, the 
soljtilitv m the tonifm iwhaiif'e inarkii was i|uite 
minimal Vow iht-ieaie strong sii{nsotren»scr\ in 
ihe industrial eionomv ot the ioutitt\, piupelled 
hy a goiHl monsoon wimh I on sure will revise 
tlic demand ' r credit as well as v ve the '’(‘i)iiite‘d 
Ihhisi to ihr eijuiU niirket I he cioiioinv is 
expected to end up wiih j loiuist (il)l' urowth ot 
alwiut f> In ( X piT cent. 


Ilie hiiikiiit! environment was chjr.iiiinsti{ 
In further dosis id nioims In die Ikst plnse of 
rrlonns, the locus was m aciniiiiiing poluies 
mrhuling imume rerognition. tsxet classilKUion 
and nroMsionmg norms which auned at bnnKing 
in a fair degree tif iran^parenc) in the hank 
batame sheets. 

In the second phase of rclorins. the oh|c<‘"v'' 
IS to tiKoiiragr hanks to streamline their intirnal 
'•■stems and proicduu's lor aclnt-ving lietrer 
opcratinniil effideniy (krtain hanks including 
voiirs. have Ikcn given .lutonomv m criijin areas 


ksidis tixjiioi. ol iniciisi rales on deposits and 
advaiius In the area ol credit hanks arc now 
I'tsm lot ot (ncdoin lor assessing the 
tt'iiiiiicminis ot hank tiiiancc. deciding the 
indiistrv wise c'xftosures wilhin ihc overall leilings 
■ >t 's"i. & sil ■ tf)i Miigle partv and group 
ixpoNurc resputivelv 

Ihc iiiommetidaiioii ot Varisimham 
( oiiiminec-II were also aiieptid In the Reserve 
Bank ol IndiJ ami Jiiotdiiiglv hanks arc rei|uircd 



go a long wav in cnahling the [tanks lo improve the 
asset (jualiiv 

I Pnfirmimee ofibe Balk itritig Wi-99 \ 

Now let me give you financial iletails ot your 
Bank’sperlorinanii during 

You will Ik happy to leatn that your Bank is 
the only puiilu sector hank to h.ive implemenied 
all the new prmlrntMl guidelmis .innocinced hy 
RtNcrxc Bank of India as a sequel to the 
rcconimcndnions ot Njrjsinih.nii (.oinmiitee-l! 
Your Banks (.ipiial adequaev hr evceeds the 
revisctl ratio id to hi achieved hv l|' March 
(KMI hv .1 wide iiiaiLoii Siinilari. die Rink has 


not possible .Many ol the weak hanks arc on ih 
verge ol didaiiltmg on 9% capital adequacy ratio j 
ot U 3.2UOI) Fhi well managed iunks were ahl 
lo comply with the norms k tapping the Ion 
lerni drhi or equity market However there is a 
urgent necHl to remove the regulaton constrain! 
if these banks have m base a tree acicsx to thes 
private sources '(iMlay, there is a constraint * 
minimum (iovi holding ol >!''•> Similarlv (he M 
holding in the equity (d banks ineliulmg (n)Ks 
\I)Rs cannot c*xcccd 20% Vs j result, thi wi 
managed h.mks ,ite tindmg it difficult to .lugiiiet 
(heir lamtal through equity or (i!)R/Al)R loiiti 
Ranks like vnirs. having tonign hraiuhes, need i 
raiM lipiiil I'xen in ioreign lurrcncv as with u 


Speech of ^ K. Kannaii, Chairman & Managing Director, 
of Baroda at the Bank’s Third Annual General Meeting 
of Sbreholders, at Vadodara on 30th July, 1999. 


In III lint no higher capital adiqu.uv r.iiio (d 
•loin 'I'(iv2li(i(l 1 he asset clissificatioii and 
iiKonie mogmtioii nonns were Miihiciud liiriher 
to hung them ilosci lo iiiurii.iiioiial standards 
Rill apati ttntii ihrse ineisuris, Indian hanks .in- 
now oiiiiilcd tow.iirls sdpliisiKated |oti]s id risk 
iiiao.ig> ini m and js>cl liahihn matiai'eniLni 'I he 
fiK'uv IS cTHainly shifted Inim mere growdi to 
prnriiahle gnmth, which your Bank had 
realised and mtcmaiiscd in the early nineties. 

I he Rcsiivi Bud n| hull i\ iniiiati' es ,•! uukning 
and dicp'juim ol thi momv. 'Icht and Inrex 
nurki's aic utlioihi, •hough some hard niiasiiris 

II Miioiing (hi systcmii huidlis ate ludlv iieedcil. 
\dn|'tiiiM .md iiiipleiiuniatiori of new inlormatinii 
iciliiuiiogy .md taster rccvJing oi hinds through 
liciier ici<ivei\ iic ihc iw i (riiiiat tailors where 
llu Indian piiMic seitor hanks liMik (n the 
ruMjliiois 10 git I iulping liaml 

Monosir. the Khan (omnnttee 
nioiniiiLiidaonns on univers.d linking lallid toi 
)iio.i<|hhmg the skill levels lo eiiahlc lunks to 
remlir .i i.inge ol linancial serins through a 
sii.gli window f iipiiig in view the growing 
aspiitiioits ol lusiomtrs your lunk has lieen 
sitiwng t'lr spiidv pimlikt miioiaiton, pnMluii 
mndilii itioi) mil Itriicr prinluit ikliverv svsieni 
with the help ol iiilinologv I he entrv of Internet 
liank'og oil in'i-rgitui ol I -lomniirie iniliL.itcs 
ihi ro.id map of hinkmg seisiu-s in the new 
milknniuiii Vs a growing organisation lonimitted 
10 sii\c the ciisioineis ctliiicnilv. muii Rank has 
lai n :'(.iimg iqi lor the • riiKil inputs ukntiliiil to 
prepire thi hank to iiu isine up to this t,isk Ynir 
hank has liien iranslormmg suih siraicgii vision 
Willi pro-Jitive PU'Jsuiis to ailntve tin «or)Mirjle 
goals ,ihi.id ol the system 

\’n:wii!iM.imjing ihc ilectming mteicsi rate 
'igiiiK. your Bank has been ahle to maniiam the 
mi iinctist nijigin alKivr I per icnt In fact the 
oh|t-iiive of lowering the 1*1 R wis to eiiahle the 
cMommiy to move >)n to low lOftt strmturc But 
such initialises id individi 1 funks have to be 
su|iplemcnted with an inipnived rcioxcry- 
climate. It hanks are tide to liring down then net 
non*]) rtorming mans m miernaimiul standards, 
this loiild greatly mipn-sc their ahiliiy to o|M'rate 
with even lowci net intiri-si margins The ream 
iii.liatiM taken hv Reseve Bank rf India in 
preparing the guidelines lor lontpnimise/ 
seirlemem. which ire also adopted hv out Roanl, is 
a welcome step huriher. the sctimg up »f 12 
DR'fs jctivniun of BlhR and ptoposc'd legislation 
annoiinuit lor DKIs/BH'R and other legal 
priwedures lor realisation of hanks siviintics will 


made piovisions for si,itid.inl advances. 
(iovernment gti.ir.intu d adv .me es ainl 
siih-standaid .nlvames ol iiiou iliaii IK nionihs 
-Ml these- provis- nis lu<i hecn ni.iik l>v vour Bank 
without advi-iMlv .ilkitiiig dll ptoln position m 
the ciirnni viar. by falling hack 
upcm the excess unmarked pnisisions i u-.iteu in 
|)rc\ioiJs u-ais 

Vpait lioiii loiupking uii'’ tin- RBI norm-* 
with resput to N.ir.isiinhaiii (ominiiiu-ll. I .uii 
happy to inloiiii iIhi v.mr Bink hi-' m.uk lull 
provisions li>r die inip>.nilim'wai'i luision !i Ins 
.ilso adoptid \S 1> in iispiit of other cmployit- 
iieiU'fils like It lu iiK.ishnicnt and |H.iisinn \oii 
will .igrrc with iiii that all these piovisioiis |tro\idv. 
I strong iiivhioii lo Mill B.ink to t.kc future 
ihallcnges with uuitiiknu 

During tlic viai iintkr tevaw the operating 
profit ot ihi B.iiik iiine.isi'il hy r2‘"'i from 
Rs Mdfi (Iim rnres to Rs 'Ms >11 irons I his has lo 
III xirw-ed against tin pioxisioo ti| Rv Os aons 
made for wage n-sision whnli is jccounicd hn as 
s(.itt expcnsis Stinilarly the n.'t'pioiil ol your 
Bank at Rs 421 If irons though n..ngitiallv 
lower than tint ot the pu-nous u n. shonld Ik- 
seen against ilu- write Isuk ol invisnnmi 
dcprcciatinn at Rs I6H nons met >■} tayis) 
avadahle lo the Bank dunii'' '^S \il|usinl loi 
these factors the ml ptohi ot tiu Bank would 
have- shown a siiisMitorv rise our ilu juivuis 
year, (he income troin inasury iciountcxf for a* 
high as ol the total income ol ilii Bank's 
domestii iqii ritioiis Vour R.ink Ins initnted .y 
series ot stcj's lo esijhiish the Vhi I labtliiv 
Managemmt System as .ilso ihi loiiiprehensive 
risk minagcnicm s.su-in 

Vs the Indi.m tunkiog industry is giaduaiiiig 
,iiul iniegiaiing into die global linancial system u 
will be interesting to dwtll iipoi. certain ctiiical 
Iienihn>(iks teliiing to management and 
financial acicNinting praeikes and vuu the 
bank's |k-tforiiian(C m rhe liglii oi these 
lu-nihinatks ^^l 1 lk doing so, 1 woald also like lo 
share nn views iiul coiuuns about the syster.iK 
(onstiaints and mnniives ncedcii it the nuiiistiv 
level 


Since I'WI liuli.m banks aie rc-quned to 
adopt the Bisle (omniiiite norms on i-jpita! 
adequaiv hv inainlaiiiing B'yo upiial on ihc 
risk-wcightei^ assets ' ins ratio b now raised to 
‘I'K. fnnn the ycai Jodd In an nulusirv where 
rhe balance sheer .issits are growing at the rate of 
to 16 per cent per annum, lapiial augmentation 
IS a continuous priuess for which hanks have |o 
either look to the (>ovi or tap other available 
aitemalives l.iHilmg to the budgetary lonstrainis 
which the (lovt Is already' I King, addiiinnal 
intuMon of capital through budgetary support is 


deprciiJtion ol ilu- value ot Rii|h.i vis j ms ih 
iiiiii-iuv ol other imiiiirv. would c.dl bn liiglii 
cjpiij] requirement I niess these iundles ir 
tci.iovid In (lie (loM , the banking s\stim as 
whole will Milter on aiiouni .il stiinied growif 
wimli in linn will adversely .dket the liinilini: < 
gcnaiiu- credit ilcinaml in iht ucniunv 

Veil rtheless vmir Bank is baviiig a log 
(.\k of |( (O '., and IS K.iifnbiii ol in,iint imin 
tIoubIc-JiL'ii capital ailcqb.uv r.nio :n die m its u 
coim Id .iiliiiM* iiiiiniirriiptiil bal,iiHc dKc' 
growth 

I Qmlily ofAmti 

l.ilkiiu; iIniiii tiu- asMt i|.ii)ii\ I would lik 
III uiipli.iMsc hcic that tin iiiiiiiii o| \p\ w 
global phiiioiiuiioi' Both diu-lopc<l .ini 
ilivelopipg (omnnos uc gr.ip|iiini> with ilu iism 
litmis in \'P\s We line lo ikjrlv undirslaiu 
tb.it M'U an nothing but tin lelkciioo ot ib 
uoiiniiu and IIS iKibniiiaiut II ciooi i 
pcilotnis well, M’\s will ill less whirns NPV 
kml m rise in i riiession.m unironmciu Rismi 
111 lid in \P\s during d'l ujv ihc talliHii o 
■ conoinie uusMon l-iiribrr, in tiikling th' 
ptoliliin ol \'i'Vs, much imphasis is I ml m 
.ictouniing system lallu-i ilun idiliess.ng the rc.i 
issnes nl \|Ws VI/ lcg.d piolibm. impiouni 
reiovciv ilmiatciii 

Uiihin these s'.sieimc lon.itaints voiit Bin 
li.is ptitoriiud well in l.uklmi' tin piobluii n 
impjirid assets I am happy iir inform th.it n ha 
miliiiid vaiioiis pro-i'.iivc step- to impnni ilu 
quality nl its iicdii potiloln \ 'oitipiciu'tisiv> 
(iarah.is on i-aib .md every- iMitiimal .luoiini i 
creitcd at the corpoMii- level lot iriikmg ili< 
.ucoiinis laush.g (oncern .mil corrcitive nit.tsiiii 
have been initiated a' eien level o| ih< 
nig.inhjiion I lie iiei non-pcrlornung aitvaiuis o 
vom Bank MikkI at * .is ol March 
I lowiver. i! the loial assets are taken mio .uioiini 
the ratio o| .\'P\s to lot.il asvc-ls wnrki-d mit t« 
only > Id's. 

il.mt'ver. we should be |iio aciivc in i.i<k)m! 
the problem ol \P,\s I here is oxer emphasis r,i 
quaniitymg ilu- \T\s rather tlmi tmiiing toluiu.n 
to bring them down -Vs meniioiied earlier VI'V i 
not a bank specilk or im'usiry spcctfii pioblen 
bill a global problem Viso tl is ilostdv liiiked will 
the perlorinamc nl the industry and eomomy as 
wlinlc kVhe-n rhe eisinonu is not doing welt, thcr 
IS a gu-aier need to iden'ih the genuine borrower 
who need to In exieiultd the nec^sarv comton si 
that tliev can Ik. saved from slipping back Herr i 
ill die financing agencies can wuii in dost 
co'urdinatiun with each other, they could fiiu 
better and effective sulutionv to the prohlen 
rather than each one trying to deal with thi 
affected borrowers in an isoUted manner SikI 
coordinatc-d ctfon on the pan ol all the fiiiancinj 
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ICS uould aki) rcfuit into i common stand on 
.tKcmed borrowers and also ensure effective 
.lining of the agencies like BIKR/DRl. 

\rt<ither aspect I would like to stress upon is 
‘urc IS a need to view NPAs from a difrerent 
rdisi' Internationally, NPAs relate ro 
Pt rlurming l^ns (NPLs) only which is due 
lussivc exposure of hanks in loan assets. As 
k Ins, Indian l»niu are much more leveraged 
^ loan exposure is only ahoui 40-4^% with 
ill !(> to 35% oi their assets in the lonii of 
• hk securities 'fhe loan to OOP ratio in 
IS onl;. 2h% as against l(K)% or more m 

ireholdingPatttmii on 31 tt March, 1999 * 

irisiltjtions 
ft%i OCB^RI 

80 lhers\ ^ Govemmenl 


than 1(HJ() shares In Mevi ot such widespread 
shareholding partem, I am confident that uhen the 
above scheme lor elected Board inemWrs is 
implemented ii will further strengthen the concept 
of cor|Mirate govemancc- 

llic abilits' ot tin* lunl management m 
tatklmg the emerging challenges is Inmcvcr 
limited to vime extern In Lck of autotioms m 
certain areas In order to ohvwtc sudi limitations, 
It IS necessa^ to initiate nccx-ssarv facilitating 
measures in the years to come sii as to create the 
level playing field for public sector banks 
Fra’dom to cuter into strategic alluiucs m neu 

J Net Worth iftupMs^l ' L 


Bank Is also engaging its itiemioit on business 
pKKcss rc’cngincenng and resiiuctunng ot ihc 
organisaiioiial structure Your bank has iine)o}Hd 
an ctfrcine MIS to help improsc the i]u.iliti ot 
licciMon nuking But unless the MIS toi the entire 
hanking sisicm is mtegrated at industry level, the 
islands nl intormanon will not sene the needs 
The MIS has !<• he actionable .\n indusirv hkIc 
initiative IS called tor at the level ot IBVRBI tor 
enabling public sec'inr banks to adopt and 
impleiiieni the new lechnolngv and therein ensure 
that leibnologv' upgradation in the vvsiem re*iuins 
nisi-cttectivc 

Book y^M Por Share 


i .ist \sijn countries k'leutd against this 
fiuiid. hanks in India aie inucb )>ctter oft 
tlieit inienuiioiial counaTparts hu vour 
iiiL total NPLs work mit to onh 11";- of 
isseis which compares well with ihe lunks in 
' 'ig economies hven iben, voii. bank is 
me pnideni norms oi income rciogniium, 
iIissiIk jtion as well as piovisioiimg s<) js to 
.'then ihc baldncc sIhtI turihcr iml impmvc 
|i'c'liolder>' value 

Corporatt Govem ance | 

I il >‘r.ilisation and deicgiilahon is gcncralK 
■tL<i not onlv in terms of the Ircrdnin lo 
die interest lates. introduce new pioducis 
irv.ics and implement the prudcniMl 
ii’ing luirms but also to install Usi pr-x tiers 
•tpoiatc (iovername Hence, m ordei to 
( ihe .ibiAc, It Is also neic'ssarv to b.ivc 
lugcmcnt s\steins in pLicc [he loic 
ol pl.inmni’. (o-i>rdin,ilion, contnd .md 
1 arc to lie ))ciiorm(d In ibe top 
nt in line with the iicst maiugeninil 
I am happv to intoim ih,ii vmir B.irik is 
vciib talented Boird Vien.bers, 
iig various inietesi groups and 
ils like (bartered ■Vioiiiitanis, 
*nt spceialisis. V* m ironnicntalists, 

s, Kiireauctats and ai'adtinKi.iiis Die 
unniiitees/Suh "inmmtees ol the Bo.iid 
‘’''•tituieil lor takmt, uc'cisions on o|teraiioiij) 
" IS policv m.iiieis riiese lommitices closciv 
ihc iH'itormance of the Bank m various 
' IS like audit. ins|)eciion, tick inanagemeni, 
I'lie and new llnjticul services U'lih a view 
him mg the sharchnldeis’ v.ilue, Bank is 
'I! to achieve high levels ot iransparc'iuy and 
ni.dtiliu In adopting f^st management 
‘cs Vs a responsible corporate riii/en vour 
d-o niitiatcd measures to help the vicien 
ions to institutions, hospitals. si'honK eu 
lie such measures 

In irmis ol (ieiieral Regulations, l‘>‘W, 
ik'ied hv vour Bank in exercise ol the powen 
I'd i>v Section I*} ol (he Banking (Companies 
"■•inn A Transfer of Undertakings) \ct. 
>■> consultation with.Rcscrve Rank o| India, 
t'>%icrcd shareholders shall appoint ihett 
"cv on the Boaid from amongst ihemselves 
(our directors (excluding the (iovi 
'•< I will he elected hy shareholders after 
"r the procedures This will be in 
'•'iiciu nt the present nnii-oltieiat Direaors 
' ikiard Necessary steps in this regard aic 
tlkcil 

^' ur'Bank is foniinau to have the patronage 
pt- number (vf small shareholders It mav Iv 
I to know that 2,'l.2sl shareholders 
'' 'd the total) of your Bank art- holding less 


areas of banking, redesigning ihe renHiocr.itioii 
packages, allowing banks lo pursue protiuciive 
programmes and guidelines lor inergcis .uul 
acipiisnuins will go a long wav m iriMiiiig a 
healihv and enaldmg cnviroiiiii< in 

I Optrational Efficiency j 

With increased (onipetilion in dcTcpilaten 
interest rait eiivironmeiit, banks in India have h» 
leain to Ine with lower interest margins Ihc 
inni.itivcs taken bv ihe Reserve Bank of India in 
rntriHluciiig W'l ((jliiluv Minigcmcnt Svsuin 
and Risk Manigctnent process .vre most welcoiiu 
However, this > iMiig a new concept, banks will uke 
some molt ume to onenl themselves lo lin- new 
Minageiiieiit tools Fuiilici. ilu vist network "t 
brant lies working on miuual svsiein is going m 
remain a ma|(>r ihailenct to Indian banks Massive 
mvcsimc-nis m computerisation js well is Imntin 
resoiirif development arc neevied on the p.irt •-( 
hulks 10 ujuip themselves wiili the rivjuircd 
dalaiijsc Ihis is one area where an industrv wnli 
initiative is badlv needc-d so as in ensiiK- 
umlonnitv of jpjiroach anvl reduction in tla 
learning costs I he Indian Banks' ■\sMiciJtion iii.)v 
assist hanks in sii.iitg\ toimulation and 
networking wiih oilier bmks. 

[ Lifuid ily t^Risk Matugmttil [ 

Voiii Bank h.ts also iiitcgralcd its ireasiiiv 
o|K'raiions by (onibining the hiiuiions ot nii'iuv 
maikcu, inveMiiients and dealing o|)eranons uri.ler 
one root Viur Bank is also m the priwcss <•( 
mic-graring its Overseas Mono Market 0 |>ci.nio'is 
wiih the domesi treasurv, therehv opimiismg I'.e 
rcliirns front globalised treasury operations 
During the vear under review, vour Bank preterred 
to maintain a high liquidirt due to the volatile 
inicinaiional scenario. Vs a lesult, Bank ol Kaioli 
has been a net lender m the (jll ^tonev Market 
rh’oughoiii rhe vear. With the establishment •■( 
t'dl-lledged '\sset l labilitv Managenieiit Svsum 
.-our Bank will In in a Itciier position to ideiuitv, 
i|iiatiliH and manage the liquidity as well ac 
interest rate nsk. 

• _ _ 

I Suppm System ^ 

Maiugeiivent of change i> the kev to soccess 
ol ymir bank in the new banking environtiunt 
Information Tcvhnolugv (IT) and lniel)<'< iiial 
(.apjcin* (U'd are the prune movers which vour 
Bank have adopted in coping with the challeiigev 
ot reforms Your Bank has emItaiLed upon a 
massive technology upgiatUtion plan, involving 
V-Sat networking, L/\N, WAN. .-VI'.Ms anil 
Intcnict banking. In tune with these initiaovcs 


lyVS tlNh IV M I9W 


\s It moves towards the new niilleiiniiiiii, ilie 
hidian banking imiiistry laces new challenges m 
terms ul narrowing spre.ids, new banking products 
ind plavers, ii.ulti-curreiicv operations, global 
soiiiciiig and deplovinent nl lundv and nicigits 
ami .ui|iiisiiioiis \doptivjn ol risk iiiaivigemeiit 
tools ,)iid new infonnation techiiolo{'v is no more a 
ilioi(.c but a business compulsion Internet 
leibnologv IS multiplving the opportunities ol 
liii.iiicss expansion. Success ol banking sector m 
the lie w millennium hinges on techiicdogv, product 
miioviiion a’ld sophisticated nsk m.iiiagciiient 

svsU'ltis 

I'urther itii itureisiiig ivpcxt.uions ot 
customers coupled vvilh easv jlk-nialivcs have 
crijiid .1 svstetnii pressure on hoiks lo improve 
piruliutivitv Besides the itadiiiiirtal services, 
iitsiomt-rs IchIjv also wain siiuiiiircd products 
oiifmg to ihcir specific requirdiicms 'Ihe speed 
ot response tiv the cliangmg business cvvironitic-nt 
ha- hceome a eriiical factor ho tlu success am) 
siiivival oi lianks 

Stnlef^c Initiatiyfs: 

People & luion 

Ulviic preparing to bc-come a Ic iding global 
pkivc-r in ibe new millcnmum, voui B.ink has 
icliiviliid ilirec im))c)nant inputs to lie harnessed 
ill ilieir optimum level .md t.)kc the ILiok to 
ircaur heighis 1 best ingrcdkiiis jie fr./’Mt//,<gv. 
I'i'ipit c* Inwii" Keeping the long uiin vision in 
VHW. Bank lias eiiilurkrd upon the iisk ol 
indiKimg the nc.w mlormation icchnologv 
inieiidcd to imptovr the speed and qiialilv ot 
bulking vertices Howcvci, baiiktiig mdtistrv stiil 
continues to Ive people onenieil and hence the 
aitiiudcs, onentation ami skills ot etnplovccs have 
to change in keeping with (he changing times 

I IJabtiity and Risk Ma naj^ent ] 

Yc»ur Bank i> sci/cd wiib iluse sir.iicgic 
lsslll^ and has initiated appropriate measures to 
• onvert the opportunities into successlul business 
dials Bank of Baruda is in the pones, oi 
appointing consultant for ciiieiptisi wide risk 
niJiugemcnl system incliidmg ircasun and M.M 
Viur Bank is also aiming .it intcuMting its ovcisi.ts 
treasury o|Krati(ins with the domestic treasurv and 
thereby developing a com|vtimve global treasurv 
fuiKlum with staif-i)t-ilie-arl tcchnc'lojrv 
■\ppointment ot m-housc committees tor prcnlui' 
devilopnicni. re-orgaiiising die tunctioiiing ot 
various departments etc arc scmic ot the iiiiiuiivt s 
taker I;, vour Bank to enhance orgamsjiional 
cfficiencv 


I MnopmentofAaodMtes&Msulisries | 

\our Bank is having a welLdiversiiicd 
[vortt'dio. through its wider branch network and 
subsulunes in the are is like housing, eredil card, 
mctcluiit banking, tniitiul funds In rcsptmsc to 
ihc strategic luisirc-ss compulsions, your Bank haiv 
taken over the Bareiilv (.orporatirm Bank 
Limited lis -h'- branches have Iwgun to operate 
as Bank ot Rarod.i brandies 


111 tlu- ana ol icchi.ologv up-gradation, 
instaliainm ot \'-S.\r. ituiodiiition ot iiura-liank 
well site ami iiciworkipg nt sonu ot the ktv 
branches bas Iku-ii andettaken so as to mipiosi 
competitive- edge I hen is i luiwoik of -T 
\1 Ms ol wbidi -III .ifc Imkc-d to shared puniciit 
network svstem (bPNS) Your Bank pioposis in 
add more \l Ms t(> this nctwoik and also iniriHiiicc 
tele hanking scivuc-s Viur Bank li.is .iln-aclv 
slJtird ottering the dc|>osiiorv services ii iis 
Mumbai hraiulus wliub will subscqumilv Ih.* 
ivtcndcd lo other centres 

(cinsidenng the- dunging Uc- ot hankmf. 
vour B.{nk's giaiitig up lor the chailengis ot the 
new tiiiilenniUTn With tlie mncluMon ot tlu 
tenure ol earlier sirategii plan \‘ision 2()(H). Bank 
Is loiiiiiikiting a live vear siraii-gu plni Visioi 
'(lil> It is ihe tiidi'.ivo:r ot vour bank lo adiievi- 
ihc- disiiriit edge m itsk iiiaDageinent. tohnologv 
mil bum in rrsnurcc-s ilivc-lopmciir m the ncxi 
couple ol vears 

_ AckHav?tedjrement | 

On tic-tull III (he Board ot Diu-tiors ot the 
Bank iml on im beh.ill I liiaiik cverv sharch.ildir 
and itisiiunci ot du- Hank lor ihc-ir continued 
patronage and supyiori and l<H>k forward !•*( ever 
gieaici (Oil)'* ration in the cciiiiing vears 1 jImi 
pLuc on rovord nn ajipii'iinon to the stall ol ihi 
Bank .11 all levels lor the cItHuni .itui dedicitc.l 
servuc-s md the consiiiicnve tolc plavcil tiv ihi 
enqilovecs* organisaiioiis in sharing tullv :hi 
Bank's corporate objective iiul uoiknig towirds 
lluir realisation Biiik will Ifii'k iorwatd tot i 
coiitinning piti''n.u'c .md voojMriiioo ol siit| 
stjkcboldcis lo lidp voiir Rank cmc'i'i as c siiong 
g]i>lial Iiink in llu new niilUiniiuni I iiii giitctiil 
lo ihc (iwinuiniu ot Indn Kcscivi B,ihL ot 
In'b) "id SI ill lot ihiir lonttivied gui.la'iic md 
support I jin also liunkliii lo du vj'ions Smu 
( lovciniiiciiis .ii'd I nion lirntoncs tor then 
coisinvutii sup}«'it in our ojut >iioii> 


D.Ui lu'v hi. I'a'jg 

Place \’iuod'ra 


V'f •!it,'iiilH’ir 'S a o I .'■»/ 'h fi' 

hii- >..■ (iino.wt/f *^■^,o« 'h Aitfl 




K. lunnan 

( bairiiia'i iV 
M.in.u'irH{ Dnectoi 


WW ^ Tf?PT) I 

Bankof Baroda j 

,ACs.wMn<n«rslC)*in(MUicd*fUking) 4 

I li jii OlHic lijiik III Itjrodj Buildini:, 
Mj'kKi. \j(ioiljn ' IVUUOh 
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SPECI AL ARTICLES _ 

Economic Reform Strategy for the Next Decade 

Riga J Chelliah 

As we near the end of this decade and century, it seems opportune to look back, review the developments 
that have occurred in the Indian and the world economies and examine what lessons we can learn from 
our experience with reforms in the context of world developments. In the light of these lessons, we can 
determine the kind and pace of reforms that should be pursued during the coming decade. 


ALTHOUGH the need for changes in the 
structure and elements of economic poli¬ 
cies that were being followed since the 
beginning of the Second Plan had been 
recognised in the eighties, only mild re¬ 
forms had been introduced till the end of 
that decade in the form of some reduction 
in the rigour of controls and of allowing 
the market a little more play. Some little 
liberalisation of imports had al.so taken 
place. There was no general willingness 
to give up or alter in any substantial way 
the philosophy that was the foundation of 
the economic policy framework. Then, in 
the midst of the grave balance of payments 
(BOP) crisis of 1990-91. the decision was 
taken in 1991 by the government of 
Narasiniha Rao to give up the old paradigm. 
It initiated far-reaching reforms that would 
transform India from a controlled closed 
economy into a fairly open economy in 
which not only would the private sector 
ha ve a much enhanced role, but the market 
would be given the prime role in the 
allocation of resources. Further, there 
would be a gradual opening up of the 
economy so that the economy would 
become linked to the world economy to 
a substantial extent. 

That changes in these directions were 
necessary and indeed inevitable was tac¬ 
itly accepted by a large section of industry, 
business, political parties and economists, 
but it would be wrong to say that there 
was a general con.scnsus among the po¬ 
litical parties or intellectuals. Opposition 
came notably from the vested interests 
that were adversely affected, from those 
who could ni.t or would not change their 
ideology and also from many who had 
genuine fears about the possible negative 
impact on the poor and on our sovereignty. 

But fortunately, the major reforms carried 
out in the years 1991-92 to 1994-95 had 
by and large very favourable effects on 
the economy. In the years immediately 
following the start of the structural adjust¬ 
ment programme (SAP), or later, India did 
not suffer any drop in total GDP, high in¬ 
flation or sizeable increase in unemploy¬ 
ment unlike in many other developing 
countries which carried out SAP with or 
without stabilisation measures. In my view 


the stabilisation programme had some 
negative effect because of the compression 
of imports and of government expendi¬ 
ture. Tbe SAP had on the whole a positive 
impact. 

In the nineties the growth rate of GDP 
could reach the level of 7 per cent per 
annum (Table 1). After three years of high 
growth, the eeonomy entered a period of 
downswing and deceleration in growth 
with the onset of political instability and 
the east Asian crisis. Still, the rate of 
growth of GDP hovers around 5 per cent. 
The average rate of growth in the nineties 
up to 1996-97 (including the early years 
affected by the BOP crisis of 1990-91 and 
the stabi lisation attempt) is not much higher 
than that of the eighties. But there is a 
significant difference. This rate has been 
achieved in the context of a slowdown in 
the world economy and has been sustained 
along with a remarkable build-up of our 
foreign exchange reserves. Indeed in the 
external sector there is a rbmarkable trans¬ 
formation. Three significant developments 
may be noted: (a) a tremendous increase 
in foreign investment; (b) a very large 
flow of remittances with a realistic ex¬ 
change rate; and (c) remarkable growth in 
exports until the beginning of the world 
economic slowdown and no balance of 
payment problem after 1991-92. 

The most significant gain from the 
reforms so far carried out is the capacity 
to grow at a fairly high rate without run¬ 
ning into BOP problems, provided of 
course rea.sonably sound fiscal policies 
are followed. As Bimal Jalan has pointed 
out, in 30 of the 36 years preceding 1990- 
91, we had some BOP problem or the other 
[Jalan 1992]. Now it can be said that we 
have achieved sell-reliance in one impor¬ 
tant respeci. Ironically, the extreme left is 
saying that we have come under the 
dominance of IMF and the World Bank, 
whereas the fact is, unlike in the past, we 
do not need to go tothe IMF at all, and can 
carry on even without World Bank loans. 

During the next decade, to sustain a high 
rate of growth, we need, among other 
things, to maintain ahigh growth of exports 
and obtain large and growing remittances 
and sizeable foreign investment. For this 


purpose, we have to have a fairly open 
economy with a realistic exchange rate 
and the efficiency of our economy has to 
be further increased. Therefore, there is no 
doubt that the major reforms carried out 
from 1991-92 to 1996-97 were in the right 
direction. In the subsequent two years 
some more reforms have been carried out, 
but owing to political instability and quick 
changes of government, the reform initi¬ 
atives have not been quite consistent and 
in some areas the action has not been carried- 
out on a sustained or consistent basis. 

Considerations i or Determinino the 
Directions oi- Reforms 

As we near the end of this decade ard 
century, it seems opportune to look back, 
review the developments that have oc¬ 
curred in the Indian and the world econo¬ 
mies and examine what lessons we can 
learn from our experience with reforms in 
the context of world developments. In the 
light of these lessons, we can determine 
the kind and pace of reforms that should 
be pursued during the coming decade. 

While undoubtedly the major structural 
changes have benefited the economy, we 
must recognise that there is some genuine 
fear in some sections of the population that 
the direction of reform - greater role for 
the market, vastly reducing the impor¬ 
tance and role of public enterprises and 
opening up the economy to foreign in ve.st- 
ment and MNCs - would adversely affect 
the vulnerable sections of the population 
and even erode the substance of our 
national sovereignty. We should examine 


Table I: Growih (»• Cross Domestic Prodult 
(At constant prices, IWO-91 to 1996-97) 


Years 

Rs Crore 

Per Cent 

1990-91 

2,12,253 

5.36 

1991-92 

2.13,983 

0.82 

1992-9.1 

2,25,240 

5.26 

1993-94 

2,39,145 

6.17 

1994-95 

2,57,700 

7.76 

1995-96 

2,76,132 

7.15 

1996-97Q 

2,96,845 

7.50 


Annual average rate of growth, 1980-81 to 
1989-90 = 5.69. 

Annual average rate of growth, 1990-91 to 
1996-97 = 5.75. 

Q - Quick Estimates. 
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the grounds for these fears in the light of 
our and other countries’ experiences. I 
know that some groups like the extreme 
left are repeating old arguments on ideo¬ 
logical grounds or to please their special 
constituencies. However, it would be quite 
useful to consider if a re-orientation of the 
economic reforms is needed to minimise 
their adverse economic, social and politi¬ 
cal effects. 

The ratio of population below the pov¬ 
erty line is subject to a secular trend but 
is also influenced by fluctuations in output 
in particular years. It is seen that according 
to official figures, the poverty proportion 
in India (the so-called head-count ratio) 
fell from 38.5 per cent in 1987-88 to 35 
per cent in 1993-94. (In between there was 
a slight rise in the ratio in one year ac¬ 
cording to calculations based on a smaller 
sample.) The reforms have not reversed 
or altered the trend of steady fall in the 
head-count ratio since 1973-74 [Chelliah 
and Sudarshan 1999:5, Table l.l|. Also, 
it is .seen that the economically better off 
states (in terms of higher per capita in¬ 
comes) such as Kerala, Punjab, Haryana 
and Gujarat have lower poverty ratios. (In 
Kerala, the per capita income is distinc¬ 
tively higher than per capita ,SDP.) 

Fast growth is thus essential for reduc¬ 
ing poverty and it does reduce p^ivcrty. 
However, the economic reforms that ac¬ 
celerate growth could adversely affect 
some poorer sections in the short run. 
Also, when substantial changes take place, 
there are gainers and losers. Hence the 
society (government) has to provide a 
safety net for those affected and also slow 
down or modify the reforms to safeguard 
the interests of the vulnerable sections. 
We need to look back and examine whether 
during the decade wc have imposed undue 
hardships on some sections of the popu¬ 
lation and how similar effects can be 
avoided or mitigated. 

In considering the directions of reforms 
in the next decade we must also keep in 
mind the fact that India, which has been 
critici.scd by strongly pro-reform ccono- 
mi.st$ (westerners as well as Indians) as 
being too tardy and too slow in carrying 
out structural reforms, was not affected by 
a financial crisis such as those suffered by 
the south-east Asian nations or Mexico. 
Furthermore, wc survived, fairly un¬ 
scathed, the .severe impact on the world 
economy of the crisis that overtook the 
A.sian economies. From this experience 
we might perhaps legitimately draw the 
conclusion that there is a trade-off bet¬ 
ween stability and growth in efficiency 
and productivity. Hence, in the pursuit of 
efficiency wc should not expose ourselves 
to exces.sive instability by proceeding too 
fast with reforms in some directions. In 


my view, this is an important lesson wc 
have learnt (or should learn) from the 
events of the last three or four years. 

It is also to be kept in mind that the 
relatively small size of the external sector 
in India, in terms of the ratios of import.s/ 
exports to GDP, is a factor that helps 
ensure that the economy is relatively less 
affected by fluctuations in the world 
economy. This of course docs not mean 
that the degree of openness should not be 
increased; indeed exports as a percentage 
of GDP must grow from its present level 
(8.5 per cent). But the extent of incrca.se 
needed could be moderated or reduced by 
maintaining near .self-sufficiency in basic 
foodgrains and increasing the efficiency 
and productivity of industries in several 
key sectors so that the need for greater 
imports also would be moderated. For 
maintaining near self-sufficiency in basic 
foodgrains wc need to invest more in 
agriculture and further increase agricul¬ 
tural productivity and also drastically 
curtail the growth of population so as to 
bring about the state of zero population 
growth within the next 10 years. 

At this juncture, with a fractured polity, 
it is difficult to bring about a general 
con.scnsus, embracing at Ica.st the major 
parties, on the nature and pace of eco¬ 
nomic reforms to be carried further with¬ 
out some coinpromi.ses. The compromises 
cannot be such that the growth rate of the 
economy will be significantly affected. I 
would say that a minimum 6 per cent rate 
of growth should be achieved and matn- 
tained. And improvement in rcsoi rcc 
allocation and increase in efficiency should 
continue to be given high importance. But 
the increase in efficiency needed to main¬ 
tain a fairly high rate of growth could be 
attained even if some mcxicratc compro¬ 
mises are made in areas where trade-offs 
arc involved the choice among which is 
partly dependent on value judgments or 
differences in perception. In this context, 
I would urge that economists should clearly 
distinguish their value judgments from 
the positive economic propositions they 
are propounding on the basis of their 
empirical observations and scientific 
analysis. 

Given that there are important trade¬ 
offs, there arc bound to be ditferenccs in 
the rclativc weights attached to various 
objectives by different individuals, hence 
economic advi.sors have to work out certain 
compromise packages. In other words, we 
as advisors should give priority to reforms 
which arc essential and mo.st beneficial 
and agree to slow down or postpone re¬ 
forms in some areas which would not 
cause any signi ficant slowdown in growth. 
Wc need not accept ail the advice that 
western economists might give. 


The three basic objectives that wc should 
.set before ourselves for the next decade 
are: (a) 6 to 6.5 per cent annual rate of 
growth of GDP; (b) considerable empha¬ 
sis on human development .such that there 
is at least 20 per cent point improvement 
in social development indices such as rate 
of literacy, rateof infant mortality, expect¬ 
ancy of life at birth, extent of malnutrition 
and incidence of infectious di.sca.scs; and 
(c) reversing the trend of worsening re¬ 
gional disparities by initiating a trend of 
reduction in the gap between the per capita 
SDP of the poorest .states and the highest 
per capita SDP;'and also reducing the 
disparities in the stale of infrastructural 
development. 

The economic reform strategy for the 
next decade will be dictated and deter¬ 
mined by tliese objectives. For achieving 
the objective of maintaining an average 
rale of growth of 6 per cent (from now 
on the figure of 6 per cent growth rate is 
used to stand for 6 per cent nr slightly 
higher than 6 per cent) we will continue 
to need a high rate ol dome.slic savings 
of around 24 per cent, foreign investment 
amounting to around 2 per cent of GDP 
(implying a current account deficit of the 
same magnitude), u fairly high rate of 
growth ol exports (10 percent), .sustained 
further improvement in cl ficicncy through 
Cl impctition, better resource allocation and 
hciicllcial changes in laws and procedures 
There have also to be conscious efiorts to 
considerably improve the intrastructure 
and pciformance of the backward states. 
Foi this purpose, there would he need to 
divert more inveslibic resources as well 
a.", resources for human development to 
tile backward regions. It is for this reason 
that the suggestion has been made that 
we should aim at around 6 per cent rate 
of growth although if resources arc not 
to Ik coii.sciously diverted to the back¬ 
ward areas and investment is concentrated 
in areas where the immediate rateof return 
will be quite high, we might be able to 
achieve even a 6 to 7.5 per cent rate of 
growth. 

Wc should concentrate on carrying 
forward, or initiating those reforms which 
arc cs.scntial for, or would be helpful in, 
achic V. ng the objectives mentioned above. 
Considered in this perspective, 1 believe 
that it is not necessary to make any prepa¬ 
rations for moving towards full capital 
account convertibility. Some relaxation in 
regulations regarding flows on capital 
account could and should be made, but 
past experience shows that for maintain¬ 
ing a 6 per cent rale ol growth and attract¬ 
ing a I airly sizeable flow of foreign in¬ 
vestment into India full capital account 
convertibility is not necessary. On the 
other hand, maintenance of stability is 
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greatly helped by the kind of controls we 
have on movements of capital. 

In'ii.knaiionai Asprct-s 

There is difference of opinion among 
political parties on the degree of opening 
up of t>ur economy to foreign trade and 
foreign investment. As regards foreign 
trade, we arc members of WTO and as 
such we arc bound to fulfil all the obli¬ 
gations entailed by that membership. It 
could be argued that developing countries 
could have obtained WTO rules more 
favourable to them in some important 
respects. It is now too late to go into that 
question. Anyhow, taking all the provi¬ 
sions together. India definitely stands to 
gain by the coming into operation of all 
the agreements. If we lo.se .something in 
the area of pharmaceuticals and agro¬ 
chemicals. we stand to gain in the field 
of textiles, etc. 

Membership of WTO also requires that 
we should abide by the agreement on 
TRIPS. Out of the eight categories of 
intellectual property for which standards 
of protection arc incorporated in the TRIPS 
agreement, our existing and proposed laws 
and regulations in respect of six categories 
of intellectual property are largely in 
consonance with the required standards. 
Our concerns with respect to TRIPS 
agreement are limited to granting product 
patent to pharmaceuticals and agro¬ 
chemicals. patenting of micro-organi.sms 
or life forms and establishing an effective 
sui f>eneris system for the protection of 
new plant varieties, i e. plant breeders’ 
rights (Gane.san 1999:vi|. 

To take the first category, namely, 
granting of product patents to pharmaceu¬ 
ticals and agrochemicals, the fear in the 
minds of many is that prices of new prod¬ 
ucts will go up considerably alter the 
product p.Atent regime comes into eflect 
by 200S. In the interim, that is until India 
introduces the pniduct patent regime by 
January I. ZOO.*!, we have to grant exclu¬ 
sive marketing rights (EMR) to products 
for which patent obligations were filed in 
India and elsewhere on or after January I. 
1995. A number of people have misgiv¬ 
ings about granting EMR. This fear is nut 
warranted because, as A V Ganesan points 
out, EMR will be extingui.shed by the end 
of 2004 and between now and that date 
probably 10 or less prtxlucts will seek 
EMR. The reason is that it generally takes 
eight to 10 years tor a new patented pro¬ 
duct to come into the world market from 
the date of filing the patent application 
[Ganesan 1999;vl. 

As regards pn)duct patents for pharma- 
eeuticals. while it is true that the prices 
of new products v ill be higher than what 
they would otherwise have been, we must 


recognise that the inventors’ rights have 
to be protected and piracy should not be 
rewarded. Perhaps, if the representatives 
of developing countries had understood 
the implications better and had insisted 
during the negotiations on conditions that 
would have been bene.ricial and could 
have been obtained with pressure, we could 
have had a regime more favourable to 
developing countries. For example, the 
developing countries should not have 
agreed to a uniform period of protection 
of 20 years for all commodities. In respect 
of patents, for which applications arc filed 
after 2005, the period could have been cut 
down to 10 to 15 years - 10 for pharma¬ 
ceuticals and 15 for other products. But 
now we have to make the best of the 
cxi.sting situation. 

We must remember that many develop¬ 
ing countries have already enacted legis¬ 
lation granting product patents. Apart from 
that, since we have the capacity to conduct 
re.scarch and produce new pharmaceutical 
pnxlucts, in course of time we would 
greatly benefit by product patents in this 
area. We should encourage R and U in the 
pharmaceutical field and at the same 
ti me thegovemment should effect improve¬ 
ments in the working of the patent office 
and in procedures relating to the grant of 
patents. 

The Uruguay Round of Multilateral 
Trade Negotiation was concluded in 1993 
and the results of the negotiations were 
embodied In the Final Act or the inter¬ 
national treaty that was signed by the 
ministers of the member countries in 1994. 
Apart from TRIPS, the Uruguay Round 
led to agreements in a wide area covering 
agriculture, textiles, tariffs, trade rules, 
services and trade related investment 
measures. All of these agreements arc such 
as to promote more competition, liberali¬ 
sation and lair play while affording pro¬ 
tection to the rights ol ‘inventors'. It is 
the developed countries which pushed for 
greater competition, liberalisation and 
pmtection. Hence there is grave apprehen¬ 
sion among several people in India which 
defines itself as a developing country. 

There arc fears that our agriculture and 
food security will be severely affected, 
that the agreements on trade related invest¬ 
ment measures (TRIMS) will force us to 
accept foreign investment in all areas with 
majority participation and that our service 
industry will be totally submerged by large 
foreign .service providers. Many of the.se 
apprehensions are not well founded. 
However, we certainly should be on our 
guard and in all future negotiations ensure 
that our gains will be at least as much as 
the gains of the developed countries. At 
the moment, we mu.st concentrate on strate¬ 
gics to he adopted to maximise to the gains 


from, and to minimise the adverse effects 
of, the agreements. Generally speaking, 
we should adopt a conservative approach 
and take full advantage of the transition 
periods granted for the different agree¬ 
ments to be fully implemented. We should 
be prepared to be tough in the negotiations 
on opening up the field of services. 

We are quite well placed as far as 
agriculture is concerned. Except fur one 
or two commodities, our minimum sup¬ 
port prices for different agricultural prod¬ 
ucts arc iar below the prevailing interna¬ 
tional prices. Our public distribution sys¬ 
tem and the system of buffer stocks will 
not be affected. Our policies should aim 
at maximising our benefits from the agree¬ 
ment on agriculture [for detailed discus¬ 
sion, sec Debroy !998:pp I3-20J. 

As already pointed out, the agreement 
on TRIMS does not require a member 
country to grant unrestricted entry to 
foreign inve-stment or to grant majority 
equity stake in all cases. It docs not al.so 
prohibitexport obligatitms. Wchavc plenty 
of elbow room to formulate our policies 
regarding toreign investment to suit our 
needs and ensure that our long-term in¬ 
terests arc not affected. My own view is 
that we need not go overboard in attracliiig 
foreign investment. Even with the restric¬ 
tion of majority foreign equity participa¬ 
tion to some important industries where 
high technology is needed, to power 
generation and to construction of impor¬ 
tant infrastructure projects such as roads 
and ports, we can attract high volumes of 
foreign direct investment. The prc.sent rules 
regarding direct toreign investment go 
beyond this [sec Government of India 
1999: Annexure Ill) and UK) per cent 
equity can be granted to the loreign party 
by the Foreign Investment Promotion 
Board (FIPB). It is said that FTPB is 
becoming the mai n channel through which 
FDI IS flowing. Under the present policy 
74 per cent foreign equity is allowed in 
some areas which seems unwarranted. And 
in any case FIPB can give the nod to 100 
per cent equity. There arc some sections 
which are solidly opposed to all majority 
foreign equity. Here is an area where a 
compromise can be effected without los¬ 
ing the advantages of foreign investment. 
We certainly need to take a second look 
at the rules regarding FDI. 

Another important area where we have 
to formulate a proper strategy is interna¬ 
tional trade. On the imports side, we have 
to shift from QR to tariff control of imports 
- except for food crops (this is part of 
WTO obligation) and we have tc gradu¬ 
ally reduce the level of import duties. The 
gradual reduction of import duties must 
keep pace with the increase in the degree 
of general efficiency of the economy and 
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the increase in the productivity of our 
industries. We must assiduously promote 
these two goals. And we must draw up 
a calendar for the phased reduction of 
import duties in consultation with indus¬ 
try groups. Such a policy will cause the 
least instability and give time to the af¬ 
fected industries to make the necessary 
adjustments. Oome.stic trade tax reform is 
al.S(> essential as cascading taxes place 
domestic producers at a disadvantage in 
the home market as well as in the world 
market. Instead of speeding up the reform 
of dome.stic trade taxes - especially the 
cascading taxes at the state and local 
government levels - the government of 
India has imposed a special additional 
duly on imports to counteract the cascad¬ 
ing effect of the domestic taxes. 

I have already underlined the import¬ 
ance of the growth of exports. A high 
growth rale of the economy cannot be 
sustained without a corresponding high 
growth of expt^ns. This is because imports 
will grow pari passu with the growth of 
GDP and in order to maintain the viability 
of our balance of payments, we need 
sufficient growth of exports whose pro¬ 
ceeds can pay for the co.st of a high pro¬ 
portion of imports. In that case the deficit 
in the balance of trade can he kept down 
to manageable limits. However, wc should 
not aim to transform ourselves into what 
may be called an export-oriented economy. 
The limited degree of openness shields us 
to a good extent from flucluations and 
cyclical crises in the world economy. The 
large share of agriculture in GDP is also 
a cushioning factor. 

The rate of growth of exports that I have 
suggested as a target is a modest one, and 
within our reach if we pursue the right 
policies and bring about the necessary 
changes in the economy and governance. 
With a 6 per cent growth rate, imports are 
likely to grow at about 9 per cent, if we 
base the calculation on the buoyancy of 
imports in the pcritxl 1991-94 to 19'>7-98. 
With remittances continuing at the same 
rate (as per cent of GDP) and a current 
account deficit of 2 per cent of GDP to 
he met largely by foreign investment, we 
should have a comfortable balance of 
payments situation. However, at the end 
of the decade (i e. by 2010) the ratio of 
exports to GDP would be only around 
12.5 per cent. 

In order that our exports may grow at 
an average rate of 10 per cent per annum 
in dollar terms and also in order to be able 
at the same lime to bring down gradually 
import duty levels, in most cases, to the 
levels prevailing in the Asian developing 
countries, wc need to effect quickly other 
changes/reforms needed to bring about 
higher productivity and efficiency in all 


sectors of the economy - industry, infra¬ 
structure, the transport system, the finan¬ 
cial sy.stem, governmental laws and pro¬ 
cedures and lax admini.stration. 

There will be general agreement about 
the need for bringing about improvement 
in the legal system and governmental 
procedures and the steps to be taken for that 
purpose. But there are obstacles to reforms 
in other areas or there arc some ideological 
differences about how to proceed. 

Public Sector Reiurm 

One sphere where reforms are abso¬ 
lutely necessary is the sector of public 
entcrpri.scs (wc exclude the railways and 
the electricity hoards for the time being). 
There is no doubt that more than half of 
the public enterprises of the centre and the 
states taken together cast a heavy burden 
on the economy. There are a very large 
number of loss-making unviabic public 
enterprises. Even among public enter¬ 
prises that arc making profits, many arc 
inefficiently nin. arc overstaffed and arc 
subject to political interference and pa¬ 
tronage. 

Several public sector banks have si/c¬ 
able NPAs. Some are making losses, al¬ 
most all arc overstaffed. With a few notable 
exceptions, the general level of efficiency 
of public enterprises cannot be said to be 
satisfactorily high. Hence the refonn of 
public enterprises is absolutely neccssaiy. 

One extreme view is that there should 
be complete privatisation and the govern 
ment should get out of the prtKluclion of 
all private goods except for atomic energy 
and military related industries. This view 
is naturally opposed by socialists and iradc 
unions and also tho.se who do not wish 
to rely completely on private enterprises. 
The view that the government sectorshou id 
concern itself only with the production of 
public gooels and some part of merit goods 
(except for .some highly sophisticated 
weaponry and military goods) is generally 
held among western economists and 
policy-makers. In their economies govern¬ 
ments do not play a direct developmental 
role through investment. Tlieir private 
enterprises arc large, efficient and multi¬ 
national in scope. This is not the case in 
India. It could be legitimately argued that 
here in some important areas public enter¬ 
prises should continue to exist at least till 
the private enterprises come of age. 

Moreover, it would .seem that public 
entcrpri.scs impart a measure of stability 
to the economy hccau.se of the reason that 
public investment is not so sensitive to 
market signals. When profit expectations 
arc reduced and as a result private invest¬ 
ment falls, government could induce the 
public enteipnscs to maintain their invest¬ 
ment levels which at least to .some extent 


would counteract the deflationary impact 
of roduced private inve.stmcnt. One of the 
rea.sons for the relative stability of the 
Indian economy in the midst of Asian 
crisis may be the existence of relatively 
large public enterprises. 

Whatever may be ultimately decided 
upon, for the coming decade we need to 
place emphasis only on substantially re¬ 
ducing the burden that the functioning of 
the public enteqinses is imposing on the 
government and the economy. For this 
purpose, wc do not need complete privati¬ 
sation. Here again it is possible to effect 
a compromise. Instead of debating the 
question whether there should be whole¬ 
sale privatisation, we could agree on certain 
specific steps to increa.se the efficiency and 
reduce the financial burden on the govern¬ 
ments. I would suggest the following: 

(a) Sell or clo.se down loss-making public 
enterprises producing all n«n-strate- 
gic private goods in a phased manner. 
One-tenth of the total number of such 
public enterprises should be closed 
down each year. In this way, wc can 
avoid causing hardship to a very large 
number of employees within a short 
period. It would be ca.sier to take care 
ofalimited numberof people/Iabourers 
affcctedcn any one year. 'Hie labourers 
who would lose their job.s should be 
given generous compensation and al.so 
priority for appointment to fill vacan¬ 
cies tnat arise m the government or 
other public enterprises (other things 
being equal). No attempt should be 
made to revive these enterprises as, in 
any ca.se, the governments arc not to 
spend their energies on producing such 
private goods as cement. texti les, sugar, 
cables and leather goods. 

(b) Private shareholding should be brought 
into profit-making public enleiprises 
m all areas except railways, atomic 
energy and most defence related in¬ 
dustries. Among them we can distin¬ 
guish three categories: (i) those which 
are to be sold off to the private seetor; 
(ii) those in which the government 
need only to have 49 percent of equity. 
so that the enterprises can become 
truly autonomous; and (iii) those in 
which for policy purposes or because 
of the importance of the industry 
concerned, the government would like 
to have majority shareholding. 

(i) Entcrpri.scs to be sold off: public en¬ 
terprises engaged in producing con¬ 
sumer goods and services or some 
minor producer goods. 

(ii} In many public entcrpri.scs which are 
not producing basic or strategic goods 
(but only gtmds such as chemicals, 
petrochemicals, drugs) or are run¬ 
ning hotels or engaged in tran.sport 
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services, the government should hold 
only 4y per cent of equity. 

(iii) In public enterprises in the areas of 
basic goods, aeronautics, banking, 
development finance, petroleum ex¬ 
ploration and refinery, etc, if they arc 
protit-making and reasonably effi¬ 
cient. the government should retain 
51 to 74 per cent equity. Where 
important policy decisions arc in¬ 
volved it may be necessary for the 
government to hold 74 percent equity. 
This is also necessary il a foreign 
private partner is involved. In bank¬ 
ing, government equity could be 
brought down to 51 per cent. 

It ts an accepted proposition that except 
for railways, atomic energy and strategic 
defence related areas (c g, missi Ic develop¬ 
ment), public enterprises should not be 
monopolies. Public cntcrpri.scs in both 
categories (ii) and (iii) .should be subjected 
tocompetition. Such competition has been 
allowed now in many sectors, though in 
some areas, c g, airways, it is still limited. 
There must be gmid expo.sure to private 
sector competition in all areas. There 
should be .some private sector equity par¬ 
ticipation (through the issue of new shares) 
in Lie and GIC. Apart from that Inilian 
private sector companies should be al¬ 
lowed into the insurance business, but 
initially only a few of them may be li¬ 
censed. Private sector insurance compa¬ 
nies may he allowed foreign partners 
holding up to only 26 per cent equity. 
Pension business should be allowed to be 
carried on only by pubbe trusts. I am 
saying this in this light ol the experience 
of the developed countries with private 
pension funds 

I have been talking about bringing private 
sector equity into public enterprises and 
reducing the government’s stake. This 
involves oisinvestment as well as issue of 
new equity. As ol now, funds from 
disinve.stment aic used to cover govern¬ 
ment .sector deficit. In my view, this is a 
totally wrong policy. Government should 
lix the permissible level of deficit by 
determining,- the amount of bturowing that 
could be considered prudent and proper 
from the macro-economic ptiini ot view. 
and then keep the deficit down to that level 
by adjusting the level of expendituie,given 
the amount of revenues that are contem¬ 
plated to be rai.sed. The funds from 
disinvestment should not be brought into 
the budget to cover the deficit. 

I would suggest that there should be a 
separate extra-budgetary fund into which 
the proceeds of disinvestment in public 
enterprises should be put. This fund could 
be u.scd to subscribe to the capital of 
infrastructure finance companies, to lend 
to er.'erprises to finance the construction 


of roads, ports and other such facilities, 
to pick up the rights shares issued by 
public enterprises, etc. In other words, 
government should u.se the proceeds so as 
to maintain the level of its assets. 

As regards railways, their monopoly 
position has to be maintained and with all 
its disadvantages the control of the rail¬ 
ways by the government has also to re¬ 
main. However, the railways should con¬ 
centrate on providing services and leave 
largely to the private sector the production 
ol wagons, engines and other equipment 
so that their own surpluses could be used 
mainly for expanding the railway network 
or to effect impnivcment in tracks, signal¬ 
ling equipment, etc. 

We then come to the state electricity 
hoards (SEBs). Along with the closure of 
los.s-making public enterpri.ses. the reform 
of .SEBs should be taken up on a priority 
basi.s. The extremely unsatisfactory state 
of the electricity hoards in terms of both 
efficiency of operations and of financial 
results is too well known to be detailed 
here. With only one or two exceptions, the 
SEBs arc incurring large commercial 
losses. Most of them owe sizeable dues 
to the central public undertakings from 
which they are buying power or material 
or services. There are large transmission 
losses (to a sizeable extent accounted for 
by pilferage) and the plant load factoi. 
although it has improved during tne nine¬ 
ties. is still low on an average (for details 
see Table 2). Given their financial con¬ 
dition. they iire in no position to generate 
funds cither to add substantially to capac¬ 
ity or to spend on renovation or modern¬ 
isation. .Since the SEBs arc state govern¬ 
ment enterprises, they cannot act indepen¬ 
dently to set adequate tariff or to reduce 
their staff size to a reasonable level or 
enforce di.scipline. There could be no 
refonn of the power sector until the SEBs 
are effectively taken out of the control of 
the slate governments. There are two .steps 
involved in the reform. First, the opera¬ 
tions of the SEBs should be ‘unbundled’, 
i e, generation, transmission and distribu¬ 
tion should be separated and be put in the 
charge of different entities. The private 
sector should be brought into generation 
as well as into distribution. The SEBs can 


gradually get out of the business of dis 
tribution. Transmission should be in chargi 
ot one corporation in which the govern 
ment may hold 30 to 40 per cent stake 
There should be effective competition ii 
the sectors of generation and distribution 
The tariff and the wheeling charges wil 
he .set by an independent State Tarif 
Regulatory Authority. Reform along thesi 
lines has already been started in the state; 
of Orissa, Andhra Pradesh and Haryana 
If we wish to maintain a reasonably higi 
growth rate during the coming decade, thi 
.state governments should be pre.ssurise( 
to bring about reform of their power .secto 
along the lines indicated as quickly a 
possible. Nothing .stands in the way of suci 
a reform except short-sighted politics 
considerations. One hopes that the majo 
political parties in each .state would arrivi 
at a consensus on this issue tn the long-tern 
intcrc.st of the people of the state concerned 

Si All. Lfvel Reforms 

The state governments do not .seem ti 
realise what a great handicap the state o 
their niads is to industry and trade am 
what delay and consequent increase ii 
costs is caused by the various hindrance 
to the quick and free movement of good.' 
which exist because of the state govern 
ments’ own policies and procedures. 

Even our major highways cannot Siam 
comparison with those in any dcvclopci 
country or even the roads in China’ 
developed provinces. The unsatisfactor 
'-ondition of the roads and the checks am 
stops to which the traffic is subjccte 
significantly increase the costs of produc 
lion in the economy. Take this example 
today it takes a truck an average ol 6- 
days to carry goods from Mumbai F 
Calcutta. It must traverse no less than 1 
checkpoints/octroi stations during the trir 
where approximately two days arc lost i 
waiting. ’The average speed on the cxistin 
roads is only 40 kms per hour. Trip 
between Mumbai and Calcutta, or Dell 
aiid Chennai, should not take more tha 
two days at .safe average speeds of aboi 
60-S0 kms per hour on a reasonably gix) 
roadway system. With such a system, th 
savings in fuel costs and better transpoi 
turnaround times would be .significat 


Tablf 2; Data on Pixir Pt-Ki-oKMANi-n of .SEBs IW7 9S 


(1) ('ommcrcial losses 

(2) Sales revenue as ratio of cost 
(t) Outstanding dues payable to 

central sector power corporattons 
(4) Plant load factor (thcniial) 


(5) Transmission and distnbution 

ln.sse.s (pci cent) (leaving out J and K) 


Rs 10.164.9 crore (without subsidy) 
its 7,218 7 crore (with .subsidy) 

80 5 (average) 

Rs 16.807 crore with surcharge 
(as on 30.9 1998) 

Average 64. 

Lowest (Rihar) 15 

Highest (Andhra Pradesh) 78 

Average 2<) 

Highest (Orissa) .14. 

lowest (Maharashtra) 14. 


1996-97 


Siiurt f Govemincnt of India. Ministry of Power (1998). 
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(TELCO Annual Report, 1999, p vi). The 
layout ot the pre.sent roadways is inad¬ 
equate and dangerous for the density oi' 
commercial vehicles, passenger cars and 
other local forms of transport that ply 
these roads. Roadway deaths have be¬ 
come an issue of national concern. 

The urgent need to improve the road 
traffic system is well recognised. Invest¬ 
ment of huge amounts of money is re¬ 
quired. Hence the pnvate sector has to he 
brought in. This is also recognised. But 
the movement has been slow. And no 
worthwhile attention has been paid to the 
removal of hurdles to the free flow of 
traffic. The stale governments have to 
consider this area as one priority area for 
reform along with the power sector. 

Indeed during the coming decade, most 
of the pre.s$ing reforms have to be carried 
out at the level of the state governments. 
No great ideological issues are involved 
in these reforms except perhaps in the case 
of reform of the power sector. 

The major reforms and the policy 
changes to be clfectcd at the state level 
during the coming decade arc; 

(a) power sector reform; 

(b) improvement in the roads and exten¬ 
sion of road network; 

(c) removal of hindrances to a maximum 
possible extent to the Iree movement 
of g(X)ds; 

‘ (d) closing down or sale of loss-making 
public entcrpri.ses; 

(c) reduction tn subsidies in respect of 
consumption of power by the agncul- 
tural and domestic sectors along with 
other reforms in the power sector; 

(0 at least partial privatisation of the road 
transport (pa.s.senger) services; and 
(g) higher outlay on primary and second¬ 
ary education, health and family plan¬ 
ning and significant improvement in 
the standards of these services. 

The obstacles to reform arc to some 
extent lack of understanding, short-term 
political considerations, and lack of finan¬ 
cial resources. Understanding of issues is 
growing, but there .seems to he no im¬ 
provement in the financial conditions of 
the state governments. 

Though I mention it last, improvement 
of the fiscal situation of the state govern¬ 
ments is a precondition for several re¬ 
forms. The reform of the power sector 
would significantly aid the governments 
in improving their financial position. 
However, given the extremely weak fi¬ 
nancial position of most state governments, 
structural reform of the budget including 
tax reform, expenditure control and public 
debt management are called for. While the 
reform of state-level public enterprises 
would help to some extent, it is absolutely 
necessary to raise the ratio of revenues to 


state domestic product (SDP) by at least 
I to 1.5 percentage points. Corrc.spond- 
ingly, on the other side, administrative 
expenditure and the size of the adminis¬ 
trative staff would have to be drastically- 
reduced. All in all the ratioof govtmmcnf s 
revenue expenditure to SDP should be 
brought down by about 1 percentage point. 
These changes would ensure that the 
revenue deficits of the state governments 
would be wiped out and that all their 
borrowings could be used for capital 
formation. Most of the capital fonnation 
can be for infrastructure development and 
for human development, with public 
enterprises not requiring any investment 
because most of them would be gradually 
phased out. 

Conci.iisions 

It would be seen that many of the re¬ 
forms sketched above would help lather 
than adversely affect the poor. However, 
It is necessaiy not only to moderate the 
growth-promoting reforms to safeguard 
the interests of the poor and the vulnerable 
.sections (such as only gradually phasing 
out loss-making public enterprises), but 
also to formulate special policies designed 
to protect those sections Small fishermen 
operating near the coast with non- 
nicchanised boats, handkxim weavers, and 
tribals dependent on the forests are ex¬ 
amples of sections of the population to 
protect whom special .schemes arc needed, 
even though there would he some loss in 
efficiency. Every government should 
announce publicly what schemes it has 
formulated in this regard, and (he legis¬ 
latures should di.scuss and monitor their 
progress. The.se .schemes arc to be apart 
from the traditional poverty alleviation 
programmes. 

But the major succour to the poor will 
come from growth and progress in human 
development. In the coming decade, the 
decline in the ratioof expenditure on human 
development to total government expen¬ 
diture should be reversed. The proportion 
of expenditure on administration, unwar¬ 
ranted subsidies and interest payments 
should be brought down to make the fomier 
possible. 

As I had emphasised earlier, we should 
ensure that proportionately more resources 
arc diverted to the backward states. To 
begin with, a special development pro¬ 
gramme must he prepared for Bihar (other 
backward stales can be taken up in turn). 
This development programme should be 
geared to Hood control, irrigation, agricul¬ 
tural development, land reforms and in¬ 
frastructure development. Tltis programme 
should be developed in consultation with 
the state government jointly by the Plan¬ 
ning rommission and a team of experts 
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with assistance from IDA. Most of it will 
be implemented by the central govern¬ 
ment or under its supervision with the state 
government being as.sociatcd with the 
Supervisory Committee. That is to say, 
there will be turnkey projects undertaken 
under the supervision of the centre. This 
pmgramme will be in addition to the normal 
plan ol the state and central assistance to 
the plan. There would be an incentive for 
the state to accept this programme because 
It will gain enormously in terms of addi¬ 
tional investment (say. around Rs 15,000 
to 20.(KK) crore). 1 am suggesting that the 
programme for Bihar should be largely 
concentrated on agriculture and infrastme- 
turc development (roads and power) be¬ 
cause Bihar can become a large and ef¬ 
ficient producer of rice. With the WTO 
obligations in agriculture coming into force 
and the large subsidies given by the 
developed countries gradually being re¬ 
duced, there will be a world market for 
rice from Bihar. The consequent agricul¬ 
tural prosperity will trigger indu.strial 
development in Bihar. This is one other 
important change tn development strategy 
that 1 ant advocating 
II the matter is lelt to the politicians 
alone, the reforms will not come up to the 
desired level i Ol course, we must lobby 
with (he political parties for the adoption 
of a reform agenda on the lines detailed 
in this paper. That would not be enough. 
Intellectuais.professionalsor housewives, 
industry associations. NGOs and in fact 
the entile middle class should constantly 
apply pressure on the governments to 
do what is gtvttj (or the people in the 
long run. Without the active participa¬ 
tion of (he intelligent and informed 
electorate in public affairs, through 
NGOs -tr otherwi.se. progress is likely to 
be mucii less than the country is capable 
of achieving. 

[Dr Waheududdin Khun Memorial Lecture 
delivered at (.'entre tor Eeenomic and Social 
Studies. Hyderabad, August 9, 199*).] 
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Citizenship, State and Civil Society 

Andre Beteille 

A great deal of the recent enthusiasm for civil society in this country has been, unfortunately, driven by 
a negative, if not a hostile, attitude towards the state, and, indeed, towards all public institutions. Nothing 
can be more destructive of civil .lociety than the idea that the best way to create and invigorate civil society 
is to empower the people at the expense of the state. And just as state and civil society are complementary, 
so are state and citizen. Furthermore, civil society cannot amount to very much where citizenship is absent 
or weakly developed. 


I HAVE read Gurpreet Mahajan's recent 
article. ‘Civil Society and Its Avatars’ 
(EFW. May 15. 1999) with intcrc.st, and 
found it to be scholarly, thoughtful, and, 
on the whole, well-balanced. We need a 
fuller and more extended discussion of the 
subject, but, unfortunately, most of those 
who speak and write on civil society in 
India yield all l(xi easily to pious plati¬ 
tudes about the inexhaustible resources of 
ourcommon people (as against the ‘elites’) 
and of our traditional culture (as against 
‘post-Enlightcnment mixlcmity ’). Mahajan 
has .set a good example by raising difficult 
questions about the problems and pros¬ 
pects of civil .society in India. Such ques¬ 
tions need to be .seriously addressed, and 
not Just swept under the carpet. 

Since Mahajan has referred to a couple 
of my essays, I would like to use the 
occasion to clarify some of my own ideas 
on the subject. My objective is not to find 
fault with her for misrepre.senting my 
views, but to see if the discussion can be 
carried forward a little further. Since the 
two essays 1 had published on the subject 
were both very brief [Beteille 1996a, 
1996b], it is possible that arguments that 
were present in my own mind were not 
made clear enough for the reader. In any 
case, as Mahajan has herself pointed out. 
the subject brist Ics with difficulty. and few 
authors have succeeded in expressing 
thcm.sclves clearly and consistently on it. 
I am in agreement with Mahajan on a great 
many points, and I .suspect that she might 
have treated my argument with greater 
sympathy if I had kept my allergy for 
Hegel to myself. 

Mahajan has done well to remind us of 
the historical context in which the idea of 
civil society emerged and developed. In 
its provenance, the idea is both western 
and modern. This does not mean that it 
cannot be adapted to the Indian context 
or to Indian needs. But in making that 
adaptation, we have to keep in mind the 
idea, and not just the phrase. The phrase 
has been u.sed a little too promiscuously 
in recent discussions in India, and this 
has tended to empty it of all significant 
meanirg. 


I agree with Mahajan that state and civil 
society have to be viewed together, and 
that very little will be gained if we begin 
with a negative attitude towards the state. 
Unfortunately, a great deal of the recent 
enthusiasm for civil society in this country 
has been driven by a negative, if not a 
hostile, attitude towards the state, and, 
indeed, towards ail public institutions. 
Nothing can be more destructive of civil 
society as I understand it than the idea that 
the best way to create and invigorate civil 
.society is to empower the people at the 
expense of the slate. 

In both the earlier papers referred to 
above [see also Beteille 1998], I had made 
theca.se for including a third term, namely, 
citizenship, in discussions of the relation¬ 
ship between state and civil society. I was 
interested not so much in fixing a single 
and definite meaning to the term ‘civil 
society’ as in exploring the relations bet¬ 
ween slate, citizenship and certain kinds 
of mediating institutions in the context of 
a democratic society and polity. As a .so¬ 
ciologist, I sought to dwell in particular 
on the complex and differentiated nature 
of the mediating institutions. For that 
reason, and also because of limitations of 
space, I referred only briefly to .state and 
citizenship, but that docs not mean that 
I consider them to be unimportant. State 
and civil stKicty arc complementary, they 
arc not alternatives. I do not take the view, 
as some .seem to do, that the state can be 
put on the hack burner, and civil .society 
set to woik in its place. The state performs 
certain indispensable functions, and if those 
are subverted or undermined, civil society 
as I understand it will wither in the bud. 
Although t have spent much of my time 
among anthropologists, the life of the 
segmentary tribe or the wandering band 
holds no special attraction for me. 

I would like also to stress the importance 
of citizenship in the conception of civil 
.society to which I subscribe. Just as state 
and civil society are complementary, so 
also arc state and citizen. Furthermore, 
civil society cannot amount to very much 
where citizenship is absent or weakly 
developed. Civil society is a distinctively 


modem phenomenon because citizenship 
itself is a modem idea and value. It is futile 
to look for civil society in India’s ancient 
or medieval past because citizenship in the 
sense given to it in the Constitution of 
India - as in other modem constitutions 
- had hardly any place there. 


I wish Mahajan had dealt a little more 
fully in hcrdiscu.ssion of civil society with 
citizenship as a social, historical and jural' 
category. I place special emphasis on 
citizenship because it is a neglected cat¬ 
egory of social analysis in this country. 
Unlike in Britain and to some extent the 
US, it has received very little .systemaltc 
attention from social theorists in India, 
including those who write about civil 
society. The importance of universal citi¬ 
zenship is acknowledged in our Consti¬ 
tution, but it becomes evident as soon as 
we compare any modern society with 
sdereties of the past. 

No doubt Mahajan recognises the great 
importance of the individual as an autono¬ 
mous moral and legal agent in the devel¬ 
opment of civil society. To put it in her 
words, “legal recognition and protection 
of the natural rights of individuals trans¬ 
forms a political society into a civil so¬ 
ciety’’ (p 1189). But I am not sure that her 
use of Hegel serves to make matters c learer. 
She says, with evident approval, that 
“Hegel defines civil society as a form of 
ethical life in which the subjective and the 
objective coexist in harmony” (ibid). I 
confe.ss to being out of my depth in the 
face of such statements. Mahajan would 
have served her readers better by tracing 
the slow, tortuous and discontinuous 
processes through which the rights of 
citizenship have become enlarged in 
modem societies. We can never take the 
advance of citizenship for granted; his¬ 
torically, there have been setbacks as well 
as reversals. 

The point I wish to stress, and with 
which I would expect Mahajan to be in 
agreement, is that citizenship is a histori¬ 
cal and not a universal category. This 
point is not sufficiently well appreciated 
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by those who would like to go back to the 
Indian tradition to find a blueprint for an 
alternative form of civil society in our own 
medieval or ancient past. One can always 
find examples of benevolent sovereigns 
during whose reign the common people 
lived in peace, prosperity and amity; the 
paucity of reliable historical material has 
helficd in creating and sustaining such 
images of the past. It is but one step from 
this for the dialectically agile to argue that 
it was in that past rather than in the strife- 
tom modern world that the subjective and 
the objective coexisted in ethical harmony. 

To say that citizenship is a historical 
category is to indicate that it did not emerge 
all at once in its fully-articulated form. The 
evolution of citizenship has in the last 200 
years taken many different turns in the 
different countnes of the world, hence it 
has to be examined not only historically 
but also comparatively. Citizenship docs 
not have exactly the same history or the 
same contemporary significance even in 
two adjacent European countries such as 
France and Germany. It would be un¬ 
realistic to expect it to have the same 
characteri.stics in India and in Europe which 
differ so greatly not only in their history 
but also in their social .structure. It is for 
this reason that the philosophy of history 
has to be supplemented by comparative 
.sociology if we are to make a proper 
asscssmcnl of the prospects of citizenship 
in our times. 

The French Revolution marked a wa¬ 
tershed in the emergence of citizenship as 
a socially acknowledged category. But it 
did not transform the subject into a citizen 
overnight. Not was it simply a question 
of the replacement of the monarchy by a 
republic In Britain, where the state under¬ 
went a more gradual transformation, citi¬ 
zenship evolved over a longer period of 
time with changes not only in the laws hut 
also in customs, sentiments and attitudes, 
llie point I wish to stress here is that the 
emergence of citizenship and, with it, of 
civil society, depends on changes not only 
in the distribution of power but also in 
ideas, beliefs and values. A new kind of 
state cannot conjure a civil society into 
existence if its emergence has not been 
accompanied by the emergence of new 
habits of the heart and the mind. Politics 
alone can never change a society fully; 
a certain kind of state is a necessary ac¬ 
companiment of civil society, but it is not 
sufficient. 

In a classic study entitled 'Citizenship 
and Social Class', T H Marshall (1977) 
had traced the evolution of citiz.enship in 
Britain from the middle of the 18th to the 
middle of the 2()th century. He saw this 


evolution as consisting basically of the 
progressive expansion of certain rights: 
civil, political and social. Through this 
expansion, the very idea of status under¬ 
went a transformation: status came to be 
defined in terms of the equal rights of 
citizenship in place of the hierarchical 
gradation of estates. To repeat, this was 
a long and uneven development that did 
not follow the same course everywhere. 

Citizenship and caste are antithetical. 
principles. It is difficult to see how we can 
make a case forthe pre.sence of citizenship 
in traditional Indian society, unless we arc 
prepared to argue that caste had little or 
no significance in that society, that it was 
indeed a colonial construction. The idea 
of citizenship was introduced into India 
by the British, but. naturally, they were 
not inclined to press tiH) .strongly the claims 
of equal citizenship between themselves 
and their native subjects; this irony was 
brilliantly exprc.s.sed by Nirad C Chaudhuri 
in the dedication ofhhAiiiohiography. It 
was only after independence that the rights 
of equal citizenship could be clearly and 
unequivocally inscribed in the Constitu¬ 
tion of India. Hie equality provi.sions of 
the Constitution ~ equality of status and 
of opportunity - define the rights of In¬ 
dians as citizens. Those provi.sions mark 
a radical break with the Dharmashastra by 
which the laws of the Hindus had been 
regulated for 2.000 years. 

If we agree that the rights of citizenship 
are the rights of indisiduals. we mu.st 
recognise that the creation of citizenship, 
and by extension of civil society, is an 
uphill task in a country where collective 
identities predominate over individual 
ones. I would argue that the greatest threat 
to civil society in India today comes from 
the intrusion of collective identities into 
domains that ought to be governed by the 
rights and obligations of individuals. Our 
Constitution assigns pre-eminence to the 
individual as a citizen, but our politicians, 
legislators and even judges seek to ad¬ 
vance the claims of castes and communi¬ 
ties in the name ol social justice. 

The politics of reservations - reserva¬ 
tions for the backward classes and reser¬ 
vations for women; political reservations 
andresers'alions in education and employ¬ 
ment - is threatening to transform our 
public domain into a checkerboard of 
quotas. Wnile assigning primacy to the 
claims of the individual as citizen, the 
Constitution did make some special - and 
transitory -provisions for certain severely 
disadvantaged sections of society. Tho.se 
provisions have been greatly extended, 
especially in the last 20 years, and they 
now threaten to ‘eat up’ what is due to 


each individual as a citizen. What is more, 
matters of policy have come to be increas¬ 
ingly redefined as matters of right. Col¬ 
lective identities based on caste and com¬ 
munity have been given a new lease of 
life, and this is undoubtedly a setback to 
the development of civil society as I 
understand it. 


Mahajan has a.scribed to me the view 
that the state (along with religion) is the 
enemy of civil society; I must have ex¬ 
pressed myself very badly indeed to have 
led her to form that opinion. I have con¬ 
sistently maintained that civil society can 
be understood only in the context of the 
threefold relationship between (i) state, 
(ii) citizenship, and (iii) mediating insti¬ 
tutions. I have also pointed out that not 
every kind of state, but only the mixlcm 
constitutional state is relevant to the 
development of civil society. What I now 
wish to stress is the ambivalent nature of 
the relationship between .state and civil 
.society. The state can play a constructive 
role in the evolution of civil society, as 
it has done in Britain and the Netherlands; 
it can also play a destructive role, as it did 
in Germany and the Soviet Union. Thc.se 
arc matters for empirical enquiry through 
the historical and comparative methods; 
they cannot be judged in advance by any 
philosophy of hi.sto''y. 

I agree with Mahajan that civil society 
requires for its sustenance a body of ra¬ 
tional impersonal rules, and that only the 
state can be the ultimate guarantor of those 
rules. The ‘withering away of the state’ 
is an ideologue's fantasy that hits exacted 
a very heavy price in human suffering in 
our century. But no matter what one may 
think of the state in principle, one cannot 
escape the responsibility of judging each 
aclually-exi.sting state on merit. And when 
one docs that, one is forced to the con¬ 
clusion that some states have contribi led 
very negatively to civil society. 

To Mahajan's broad historical account 
of the idea of civil society from the end 
'>f the 17th century onward, 1 would like 
to add a footnote on a tiny segment of that 
history in our lime. In the eighties of the 
present century, a group of British soci¬ 
ologists with left sympathies became 
increasingly interested in the idea of civil 
society out of their anxiety over develop¬ 
ments in eastern Europe. They reali.sed 
that m that part of the world the state had 
crushed the liberties of the citizen and the 
autonomy of in.stilutions, and wondered 
if their own bourgeois-liberal society had 
been so bad after all. Some of them were 
moving to the conclusion that civil society 
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was perhaps a unique feature of western 
democratic regimes. 

In India, we do not have a totalitarian 
state, and have never had one. Even the 
eoionial state, for all the restraints it 
imposed on its subjects, can hardly he 
described as totalitarian. Nevertheless, the 
Indian state has been attacked persistently 
for expanding and abusing its powers. It 
IS strange but true, that in the llftics. sixties 
and seventies left intellectuals never mis.scd 
an opportunity to attack the Indian state 
for its undemocratic or even anti-demo- 
cratic ways, while holding up. first, the 
.Soviet Union, and. then, the People’s Re¬ 
public of China as models of real democ¬ 
racy. To add to that, our intellectuals have 
made a habit of demanding that the state 
provide education and employment to 
everyone, while at the same time taking 
It to task for its expansioni.st tendencies. 

Without di.scounting in any way the 
dangers of totalitarianism. I would argue 
that in India the real threat to civil society 
- or what little there is of it - comes not 
from totalitarianism, hut from competitive 
populism. Competitive populism has 
become endemic, not only in our political 
life, but also in our intellectual life. I sus¬ 
pect that Mahajan is aware of its danger, 
but has chosen to pass lightly over it. 

For civil society to be viable, there has 
to be respect not only for the authority 
structuie of the state, but also for the 
authority structures of all public institu¬ 
tions. Thc.se authority structures are now 
under continual attack from populist in¬ 
tellectuals. It IS true that no public insti¬ 
tution should be beyond public scrutiny 
and public criticism. Indeed, reasoned 
criticism is cs.scntial for the health and 
well-being of civil society, and it was the 
supprc.ssion of such criticism in the coun¬ 
tries oi eastern Europe that signalled the 
decline and failure of civil society there. 
But reasoned criticism is di fferent from an 
intellectual stance that attacks every es¬ 
tablishment on principle. In India, even 
members of the establishment, such as 
cabinet ministers. Supreme Court judges 
and university vice-chancellors adopt anti- 
cstablishmentarian postures almost by 
habit. Populist demagoguery weakcnscivil 
.society as surely as reasoned criticism 
strengthens it. 

I hope I have said enough to satisfy 
Mahajan about the importance I assign to 
the state. No doubt I my.self gave occasion 
for some misunderstanding by drawing 
the distinction between state and civil 
society too sharply, and, more importantly, 
by failing to dwell .sufficiently on the fact 
that the state is itself an institution. For 
many political theorists, the state is not 


only an institution, it is the pre-eminent 
institution. While recognising fully the 
great significance of the state as an insti¬ 
tution. I am not sure that I am prepared 
to assign pre-eminence to it, or to any one 
of the major institutions of society to the 
exclusion of any other. 

There is no need to assign pre-eminence 
to the state in order to treat it .separately, 
for analytical purpo.ses, from the other 
institutions of society. The framework in 
which I view the relationship between 
state, citizenship and mediating institu¬ 
tions is that of the division of labour in 
Durkheim’s sense of the term, or of the 
differentiation of societies in Luhmann's 
.sense [Durkheim 1984; Luhmann 1982]. 
In this framework, differentiation and 
integration are not antithetical but comple¬ 
mentary processes. This dues not mean 
that differentiation is always or inevitably 
accompanied by integration, but only that 
in a long-term evolutionary perspective, 
societies that are more differentiated arc 
likely, but not guaranteed, to be better 
integrated than those that are less differ¬ 
entiated. 

The .separation of powers and functions 
between legislative, executive and judi¬ 
cial institutions is but one aspect of the 
differentiation of societies referred to 
above. It is not necessary to assign pre¬ 
eminence to any one of the three institu¬ 
tions in order to argue that their differen¬ 
tiation and integration enhances the well¬ 
being of the polity. On a broader .scale, 
the differentiation between the state and 
the other major institutions of society 
contributes to the overall social well-being, 
assuming of course that there is some 
degree of integration among the differen¬ 
tiated institutions. Such a perspective 
comes naturally to someone who assigns 
primacy to society over the state, although 
it may not find favour with those fur whom 
the .state is the supreme institution. 


Mahajan's annoyance with what she 
regards as my scepticism about the state 
leads her to draw an unexpected inference 
about the implication of my argument. She 
says at p 1195, “Even though Beteille is 
interested in protecting the autonomy of 
open and secular institutions in .society, 
his argument lends support to the 
communitarian perspective that has scant 
respect for the latter”. The inference is 
more surprising than convincing. Just as 
recognising the significance of the state 
dv>es not make me a statist, so also 
recognising the importance of the commu¬ 
nity should not make me acommunitarian. 
1 am in fact no less allergic to com- 


munitarianism than I am to statism. I am 
a plain old-fashioned liberal who values 
the autonomy of institutions as well as the 
autonomy of individuals, and fears the 
threats to the former from excessive 
emphasis on the state and to the latter from 
excessive emphasis on the community. 

In the formulation on whose basis 
Majahan has made her inference, I intro¬ 
duced the .subject of mediating institutions 
with the following words; “Every society 
has its own internal arrangements: its 
groups, classes and communities; its 
as.sociations, organisations and institu¬ 
tions; and its networks of interpersonal 
relations, linking the different parts to 
each other and to the whole” [Beteille 
1996b: 14], I have made similar observa¬ 
tions about what stands between the in¬ 
dividual and the wider stKiety at a number 
of places. In the statement quoted above. 
I divided this vast terrain into three broad 
sectors; someone else may divide it in a 
.somewhat different way. But every socio¬ 
logist has to take note of the highly dif¬ 
ferentiated nature of the terrain, particu¬ 
larly in a society such as ours. 

The failure to distinguish between in¬ 
stitutions and communities would be as 
grave an error in a sociologist as the failure 
to distinguish between classes and com¬ 
munities. To be sure, a class may some¬ 
times acquire the character of a commu¬ 
nity. but that would be a limiting case and 
not a typical one; the .same holds true 
between institutions and communities. My 
essay was not designed to cover the whole 
of the terrain that lies between the indi¬ 
vidual and the wider society, but only to 
explore the significance of institutions, 
and that too of institutions of a particular 
kind. in. tne working of contemporary 
Indian society. 

I .sought tc emphasise the diversity of 
open and secular institutions in full .aware¬ 
ness of the presence of institutions of other 
kinds; and my emphasis has to be seen in 
light of the value I attach to diversity in 
social arrangements in general. It has often 
been said that diversity was greatly valued 
in traditional Indian society. There was 
indeed much variety in material culture, 
in social arrangements and in religious 
beliefs and practices. But the diversity that 
was tolerated or even encouraged in the 
past was organi.sed hierarchically, and it 
left little room for the freedom of indi¬ 
vidual choice for men, and e.speciaily for 
women. 

The new institutions about which I wrote 
seek to organise diversity on a different 
basis, so that the fate of the individual, 
whether man or woman, is not determined 
at birth, and his or her freedom to move 


2590 


Economic and Political Weekly September 4, 1999 



rom one social position to another is 
:xpan(led. They are quite different from 
amily, caste and community, and I do nut 
ce why my advocacy of open and secular 
nstitutions should lead me to align myself 
vith communitarians. But. then, what 
hould we do with the communities that 
till survive and will undoubtedly con- 
inue to survive in our .society, as in other 
.ocicties? As a sociologi.st, I do not feel 
it ail comfortable with the idea of a civil 
•ocicty, or of any society of the future, that 
cts itself intransigcntly again.st the com- 
nunity as such. 

One does not ha ve to he a communituri an 
n order to appreciate the salience of 
-ommunities in human life, whether in 
ndia or elsewhere. To be sure, lies of 
cinship and community should not be 
illowed to intrude into the kind of open 
ind secular institutions on whose health 
ind well-being so much depends. Tho.se 
n.stilutinns need to be insulated as far as 
mssihic from the claims arising from 
iriinordial attachments. But it is not 
.'onsistent with the liberal spirit to seek 
o do away with such attachments alto- 
>ether; nor. fiom the sociological point of 
/lew. is it very realistic. 

Mahajan writes, again at p 119.5. “In- 
Iccd. Bcteille sees both state and religious 
n.stitutions as enemies of civil society”. 

' believe I have said enough to show that 
: do not consider the state to be the enemy 
)f civil .society. I now wish to add that 
do not consider religion to be its enemy 
?ither. although the relationship of civil 
iociety to religion is different liom its 
'elationship to the state. If 1 value insti- 
utions of a certain kind, it docs not follow 
hat 1 am opposed to in.stitutions of all 
>ther kinds. Although, personally .speak- 
ng, 1 am religiously uiiinusical. I consider 
t profoundly un.sociological to treat re¬ 
ligion as an enemy ol civil society or of 
iociety in the broad sense of the term; it 
is not only unsociological but also illiberal 
10 treat religion with hostility or contempt. 

* * ]|c 

I ic-aiiAc iiiui iiiv vaiiv/ii.' 

I have made above and elsewhere do not 
add up to a clear and consistent definition 
of civil society. Such a dcfinitioii would 
be invaluable in developing a systematic 
approach tothe subject, but, unfortunately, 
none is readily available. Much of the 
contemporary discussion of the subject in 
the west ts too namtwiy focused on spe¬ 
cific features of contemporary western 
society for us to be able to apply its 
conclusions directly to the Indian case. 
But we can ignore that discussion only at 
our own cost. In any ca.se. It is a little too 


late for us to invent our own conception 
of civil society, untainted by the western 
historical experiences; we are too heavily 
compromised by our engagement with the 
modem world for that to be a .serious 
option. The problem with the discussion 
of civil society in contempitrary India is 
not that the definitions arc wmng, but that 
the arguments are so often either incon- 
si.stent or vacuous. 

Mahajan has raised an anguished ques¬ 
tion abtiul the late of democracy. Tho.se 
Indian authors whose views on civil so¬ 
ciety she has sought to contest .seem no 
less anguished about the fate of democ¬ 
racy than she seems. 1 do not know a single 
person who would advocate the ca.se for 
civil society at the cost of democracy. 
What then accounts for the disagreement 
over ctvil .society? Ibelieve that at the rwtt 
of the disagreement over what should be 
advocated in the name of civil society lies 
the di ffcrciice between two conceptions of 
democracy, the constitutionalist and the 
populist. My understanding is that in the 
last 50 years, and particularly since 1977. 
the con.stitutionali.st conception of democ¬ 
racy has steadily lost ground to the popu¬ 
list conception, and that therefore those 
who seek to make the case for civil society 
trom the constitutionalist point of view 
xsill have to sail against the wind 

When India became independent after 
a long period of colonial rule, there was 
understandable optimism about the pros¬ 
pects of all-round economic and political 
development through constitutional 
means. But India's archaic and ponderous 
social hierarchy proved lar more resistant 
to modcniisaiion than had been expected, 
and modernisation itself created new and 
unforc.seen social problems Ficonomic 
growth was slow, and the fruits ol that 
growth continued to be unequally distrib¬ 
uted among individuals and among com¬ 
munities. Democratic politics, lar trom 
dissolving the boundaries between caste.s 
and communitic.s, magnified the aware¬ 
ness of those boundaries. As more and 
more laws came to be enacted, Ihcir in¬ 


ability to contend with the obduracy of 
custom became more and more apparent. 

The emergency and its aftermath brought 
about a great change not only in India's 
political life, but al.so in its intellectual life. 
The politics of caste and community 
became legitimised in the name of social 
justice. Such open and secular institutions 
as had begun to lake their faltering .steps 
in anuncongenial environment came under 
severe attack for being unrepresentative, 
elitist and against the real interests of the 
people. Politicians began to attack and 
undermine the very system to which they 
owed their.su.stenance. and many intellec¬ 
tuals who were modernised to their finger¬ 
tips began to attack modeniity it.self. 

Constitutional democracy depends upon 
respect for rules anil procedures, and 
for the gradations of legitimate authority. 
Populism represents all established autho¬ 
rity as fortifications again.st the oppressed 
and the exploited, and all rules and pro¬ 
cedures as instruments of vested interests. 
It has little regard for the functional re¬ 
quirements of the kind ol open and secular 
institutions about which I have written. It 
seeks instead to promote democracy 
through the direct cni(Kiwermcnl of the 
people, and espi*cially of disadvantaged, 
discsteerned and marginaliseil communi¬ 
ties. Populism IS at once emancipationi.st 
and antiiiomian in its appeal. 
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Current Issues of Employment Policy in India 

Ajit K Ghose 

The growth performance of the Indian economy, though not spectacular, has been decent by the standards 
of developing countries. But growth has failed to improve employment conditions in the country even though 
the rate of labour force growth has .vo far been quite low. It is hardly surprising that problems of unemployment 
and underemployment worry policy planners of today as much as they did Mahalanohis at the time of 
formulating the Second Five-Year Plan. The rate of labour force growth is currently accelerating and is 
expected to remain high for quite some time to come. If the past patterns continue, the country will soon 
he confronted with an employment crisis. This paper analyses the past experience in an effort to identify 
the problems that must be urgently addressed. It then proposes a few ideas for future policy. 


I 

Intrriduction 

A BASIC assumption underlying devel¬ 
opment planning m India was that short¬ 
age oi capital goods in relatioti to employ¬ 
able persons constituted the I'undamentnl 
constraint on growth in the country. Not 
surprisingly, therefore, the planners made 
no attempt to define an independent em¬ 
ployment strategy; they chose to locus on 
economic growth which was viewed as 
es.scntial lor improving employment con¬ 
ditions.’ Of course, efforts were made to 
take account of the employment concerns 
in desigtiing growth strategics. The 
Mahalanohis model, which guided eco¬ 
nomic policy in India till recently, .sought 
to reconcile the need to generate non- 
agricultural employment at a rapid rale 
with the chosen course of import substi¬ 
tutive industrialisation by formulating a 
strategy of ‘walking on two legs’. It was 
explicitly recognised that the proposed 
emphasis on capital goods industries would 
imply a slow growth of employ ment in the 
emerging modern sector and hence would 
do little to alleviate the already .serious 
problems of unemployment and under¬ 
employment. From this recognition 
emerged the idea ol relying on traditional 
as well as modem small-.scalc industries, 
which had the virtue of being labour- 
intensive, for meeting the growing de¬ 
mand for consumer goods.^ Support 
programmes for traditional industries and 
a policy of reservation of products for 
modem small-.scale industries, therefore, 
were regarded as essential components of 
the growth strategy. Persistence of mass 
poverty forced a rethink only laier (in the 
mid-seventies) and some special program¬ 
mes for promoting self-employment and 
casual wage employment were put in place 
by the end of the seventies. 

In retrosiiect, it is easy to sec what the 
Indian approach implicitly ruled out. First, 
the pos.sibility of combining more labour 


with the cxi.sting capital stock to increase 
output in the modem sector was assumed 
away. This implied a rejection ol Arthur 
Ixwis's idea-^ that surplus labour in agri¬ 
culture constituted a source of investibic 
surplus for the modem sector. Second, 
labour and education policies were not 
assigned any significant role in dealing 
with problems of unemployment and 
underemployment. These policies, there¬ 
fore, came to be perceived essentially as 
‘wcifarist’. Third, labour market dualism 
was not viewed as something undesirable. 
It was fairly obvious that the induslrialt- 
sation strategy adopted could not hut 
strengthen labour market duali.sm, but this 
was never even mentioned in discussions 
and debates. Policy makers also remained 
blissfully unaware of the fact that the 
'wcifarist' policies relating to labour and 
education were also having the effect of 
strengthening labour market dualism. 

That the past policies have not been 
particularly successful is best illustrated 
by the fact that problems of unemploy¬ 
ment and underemployment worry plan¬ 
ners and policy-makers of today as much 
as they did Mahalanohis at the time of 
formulaling the Second Five-Year Plan. 
It is now believed that a strategy of export- 
oriented industrialisation would provide 
a solution to the problems by accelerating 
the rate of economic growth and by .stimu¬ 
lating growth of relatively employment- 
intensive production sectors. But this is 
not much more than a belief; no clear view 
of cither the problems or the effectiveness 
of the new strategy in dealing with the 
problems in fact exists. It is noteworthy, 
moreover, that once again labour and 
education policies do not figure promi¬ 
nently in di.scussions on employment. 

Against this backdrop, the present paper 
reviews the evolution of employment 
conditions in India over a period of 16 
years. Apart from providing an assess¬ 
ment of the achievements and failures of 
past policies, such a review al.so helps in 


isolating the problem areas, which de¬ 
serve attention from policy makers at this 
juncture. It is hoped, moreover, that the 
findings and observations presented in the 
paper will stimulate debates in both aca¬ 
demic and policy circles. 

II 

The Database 

There arc two main sources of statistical 
data on employment and unemployment 
in India. The decennial population cen¬ 
suses generate, apart from population 
estimates and demographic data, useful 
information on the working population in 
the country. However, an operation as 
large as the population cen.sus in India 
cannot be expected to generate reliable 
data on detailed aspects of employment 
anti unemployment for the simple rca.son 
that intensive enquiries at the level of 
individual respondents cannot be carried 
out on such a massive scale. For perfectly 
understandable reasons, the decennial 
censuses do not genet ate any data on 
unemployment and underemployment; 
they also .seriously underestimate female 
workforce. The data available from the 
quinquennial sample surveys on employ¬ 
ment and unemployment, conducted by 
the National Sample Survey Organisation, 
do not suffer from these limitations. But 
these surveys, the first of which was 
conducted in 1972-73, generate reliable 
estimates of percentages and proportions 
ratherthanof absolute numbers. For build¬ 
ing the database for this paper, therefore, 
population c.stimates available from the 
decennial censu.scs have been combined 
with the data on employment and un¬ 
employment available from the quinquen¬ 
nial sample surveys. The period covered 
in the paper is 1977-78 to 1993-94. This 
means that four of the quinquennial 
.surveys - those pertaining to 1977-78, 
1983, 1987-88 .md 1993-94 - have been 
u.sed. 
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Chart I: Growth (Pf.r Ceitt Per Annum) oe Puwlation anb Labour FoRn- 


the employed. In this paper, however, the 
category ’employed’ is so defined as to 
include only those who arc employed 
according to usual principal status. As 
explained later, subsidiary status workers 
are more legitimately treated as un¬ 
employed than as employed. 

1977/78-1983 1983-1987/88 1987/88-1993/94 Though the quinquennial surveys dis- 

Source: Table 1 tinguish between regular and casual wage 

employment, they do not distingui.sh 

The concepts and definitions used in the (chronic plus temporary) and the current , between regular wage employment in the 

quinquennial surveys are designed to daily status estimate gives a composite organised sector from that in the 

capture the complexities of the employ- measure of chronic unemployment, tein- unorganised sector. Yet the distinction is 

ment situation in India. Three different porary unemployment and under-employ- important for analytical purposes. Esti- 

concepts are used to derive estimates of ment. mates of regular wage employment in the 

labour force, employment and unemploy- This paper uses only the estimates based organi.sed sector, which in India is so 

ment. The usual status concept has a on the usual status concept. One reason defined as to roughly incorporate all 

reference periixl of one year and persons is that, as already mentioned, much of the establi.shmenls with 10 or more employees, 

working during at least a part of the ref- supplementary information is available arc available from the ministry of labour, 

erence period (the employed) and those only for the usual status labour force. A These estimates, it is assumed, can i>c 

not working but seeking or available for moreimpoitantrea.sonisthat.inthccontext used in combination with the estimates 
work during the major part of the reference of India, estimates of unemployment - generated by the quinquennial surveys 

period (the unemployed) arc regarded as irrc.spcctive of whether they arc ba.scd on without introducing serious distortions, 

being in the labour force. The employed utiual status or current weekly status or Since the quinquennial surveys provide 

are subdivided into two categories: those current daily status criterion - arc ol estimatesof all regular wagccmploynicnt, 

working for the major part of the reference dubious value. It is well known that many estimates of regular wage employment in 

period are regarded as employed accord- people arc reluctant to report themselves the unorganised .sector can be derived as 

ing to usual principal .status and tho.se to be seeking or available for paid work residuals, 

working for only a minor part of the whenthey know such work to be unavail- 

reference period are regarded as employed able. Under the circumstance.s. all three > III 

according to usual subsidiary .status. The measures underestimate the magnitude of The Labour Force 

employed arc also classified by type of unemployment in varying degrees. Thus 

employment (self-employment, regular analytical benefits to be derived from the Between 1977-78 and 1993-94. India's 
wage employment and casual wage em use of the three measures of unemploy- population increased from 639.1 million 
ployment) and by sector of employment ment are far from clear. For this reason, to 902.8 million implying a growth rate 

on the basis of time-use criterion.'* The attempts arc made in this paper to con- of 2.2 percent per annum while its labour 

othertwoconccpts-current wccklystatus struct alternative measures of unemploy- lorce grew from 276.3 million to 385.5 

and current daily .status - have a reference ment and underemployment by using the million implying a growth rate of 2.1 per 

period of one week. Persons who worked data based on the usual status concept, cent per annum. Thus, labour force grew 

or who did not work but were seeking or While using the c.stimates based on the at a slower pace than population. These 
available for workcvenforonchourduring usual status concept. Indian researchers average growth rates over a 16-ycar period, 

the reference week arc regarded as being generally include persons employed ac- howev.'i, hide some inieresting patterns 

in the labour force according to current cording to usual subsidiary status among which emerge when sub-periods arc 



weekly status. The estimates based on 
current daily status concept enumerate all 
the days of employment and unemploy¬ 
ment of those in the labour force (i c, those 
who were either working or were seeking 
or available for work during the reference 
week). 

Although the quinquennial surveys 
provide estimates of employment and un¬ 
employment based on all three concepts, 
much ol the supplementary information is 
provided only for those in the labour force 
on the usual status criterion. The main 
advantage of having three sets of esti¬ 
mates is that the three measures of un- 
employmcnttogcthcrprovide, inprinciple, 
a fuller view of the unemployment prob¬ 
lem in the Indian context. Conceptually, 
the usual status estimate measures chronic 
unemployment, the current weekly status 
estimate mea.surcs current unemployment 


Tabif I. Poi’ui.ation anu I.ap-iur Force 



1977-78 

198.3 

1987-88 

1993-94 

All 

Population (millions) 

639 1 

713 

793 5 

902.8 

Growth rale (per cent) 


22 

22 

2.2 

Labour force {mitlionh) 

276 3 

.30.S.7 

338 3 

385 5 

Growth rate (per cent) 


2 

2 1 

2 2 

Participation rate (per cent) 

4.1 2 

42 X 

42 6 

42.7 

Male 

Population (nnllions) 

1)0 7 

.369 

411 4 

469.1 

Growth rate (per cent) 


2 2 

22 

22 

Labour foae (millions) 

183.2 

202 3 

224.2 

260.7 

Growth rale (per cent) 


2 

2 1 

2.5 

Participation rate (per cent) 

SS 4 

.S4 8 

54 5 

55.6 

Female 

Population (millions) 

.3(18.4 

344 

382.1 

433.7 

Growth rale (per cent) 


2 2 

2.1 

2.1 

Labour force (millions) 

93 8 

102 9 

114 1 

124.8 

Growth rate tper cent) 


1 9 

2 1 

1.5 

Parltcipation rate (pet cent) 

30 4 

29 9 

29 9 

28 8 

Share of lemalcs in 

total labour force (per cent) 

33 9 

33.7 

33 7 

.32.4 
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considered: the rule of population growth 
remained stable tiiroughout the period 
while the rate of labour force growth was 
accelerating and the two rates became 
equal towards the end of the period 
(f’hart I). Thus, in terms of demographic 
transition, the Indian economy seems to 
have reached a phase where population 
growth IS about to begin to decelerate and 
labour force growth is about to exceed 
population growth. It can be safely pre¬ 
dicted that labour force growth will con¬ 
tinue to accelerate tor quite a lew years 
to come and will remain higher than 
population growth lor an even longer 
period, bxactly how many years it will 
take for labour lorce growth to reach its 
peak and at \.'hal level it will peak are 
matters that require detailed invc.stigation. 

Some of the changes underlying the 
above ilcvclopments are of considerable 
interest. While the share of the working- 
age (l.‘5-.')9 years) population in total 
population was rising .steadily, the labour 
force participation rate of this age-group 
was actually declining (Chart 2). Between 
1977-78 and 1993-94, the share ol work¬ 
ing-age population in total population 
increased from 52J per cent to 57.3 per 
cent, bill the labour force pailicipation rale 
of the group lell from 71.7 per cent to (>6.9 
per cent. The labour forte participation 
rale of the non-wi a king-age population 
was also declining during the same period; 
it fell Irom 11.5 per cent in 1977-78 to 


the participation rate for each age group 
remained unchanged, for example, the 
acceleration resulting from the changes in 
the age-structure would have been much 
sharper. Because the participation rales 
for dilferent age groups declined, the 
overall worker-population ratio did not 
rise as would normally be expected; in lad 
it .showed a feeble tendency to decline 

Why did the participation rates decline? 
In the case ol the working-age population, 
the decline has been associated with 
expansion of education. This lad has 
prompted .several researchers to argue that 
the declining participation rate of the 
working-age population is quite simply 
explained by the fad that attendance in 
educational institutions by persons in 
15-29 age-group has been steadily rising 
and that the declining participation rale 
should, therefore, be regarded as a posi¬ 
tive development.' But this argument is 
only partially valid; there is in fact more 
to the story. 

A close .scrutiny reveals that, in the case 
of the working-age population, the relation¬ 
ship bel ween the participation rate and the 
level of education can be repre.sented by 
an elongated ll-shapcd curve; particip¬ 
ation rate first falls as the level of edu¬ 
cation attained by a population group rises 
but then rises sharply for people with more 
than 12 years of education (Chart 3).^’ 
However, given that the proportion of 


population with more than 12 years of 
education is still very small (just 4.4 per 
cent in 1993-94), the elongated U-shaped 
curve can effectively be treated as a 
downward sloping curve. This immedi¬ 
ately implies that rising average level of 
education of the working-age population 
has a depressing effect on the worker- 
population ratio for the group as a whole. 

How is the elongated U-shaped curve 
to be explained? Detailed invc.stigations 
arc required to adequately answer this 
question and only some hypothe.ses can 
be offered here. It is fairly obvious that 
(he relation.ship cannot really be explained 
in terms of attendance in educational 
institutions. If a person with eight years 
of education, who had presumably stopped 
pursuing education at the age of 12. is not 
in the labour force even when hc/shc is 
more than 15 years old, then there must 
be reasons other than pursuing education. 
Attendance in educational institutions can 
be a rca.son for staying outside the labour- 
force only for those pursuing university 
education, but the participation rate for 
this group is in fact higher than that tor 
all other groups including the illiterate. 

There probably arc two factors, which 
explain the elongated U-shaped curve. 
First, education is a luxury good in India; 
ability ol young people to pursue cdi'ca- 
lion depends very much on the assets and 
incomes of their families. Thus, the level 
of educational attainment is aclually an 
iraiicatorof wealth and income. This means 
(hat the higher the level of educational 
attainment, (he weaker is the compulsion 
to be in the labour force. Second, given 
the prevailing economic and socio-cul- 
tural context, educaiion tends to incline 
young people to aspire after employment 
in non-manual occupations in the organised 
sector. If employment growth in the 
organised .sector is not rapid or appropri¬ 
ate enough to lulfil such aspirations, many 
young people with some education, end 


10.1 |x;rcent m 1993-94. Additionally, of 
course, the share of non-working-age 
population in total population has itself 
been declining. In consequence of ihe.se 
changes, the absolute size of the non¬ 
working-age labour force remained virtu¬ 
ally stable between 1983 and 1993-94. 

Two important points emerge Irom these 
facts. First, the observed acceleration in 
labour force growth occurred wholly 
because of changes in the age-structure of 
the population; working-age population 
has been rising at a faster rale than total 
population. Second, certain hchiivioural 
changes actually blunted the pace ot 
acceleration in labour force growth; had 


TaBI I: 2' Workinc-AcI; Lahdi'k Forci- 



1977-78 

1985 

1987-88 

1993 94 

All 





Peiceiilage share ol wuiking-agc popiilaliun in total 
pupulatio.. 

I.ahour forte participation rate (per tenl) of 

52 7 

55 0 

55.4 

.57.5 

W'irking-age population 

Male 

71 7 

69 4 

68 0 

66 9 

Percentage shaie of working-age mates in all males 
Labour force parlitipulion rate (per cent) ol 

52.2 

55 0 

.54 4 

56.7 

working age males 

Female 

92 6 

90 2 

88 6 

88.0 

Percentage share of workmg-age feinales in all females 
Labour force panieipalion rate (per cent) of 

5.5.1 

54 2 

56 5 

58.0 

working-age females 

49.7 

47.5 

46 7 

44 7 


Niiie. Working age is denned as 15 59 years 
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Chart 3: Labour Force Participatin Ratc (Per Cent) of Popueation Aoed 15 Years or Morf by 

Years of Eoi 'cation. 1993-94 




that agriculture .still accounts I'nr bulk ol 
the employment in the economy): it ac¬ 
tually fell both III industry and in .services 
during 1987-94 and the decline in industry 
was particularly sharp. The observed sta¬ 
bility ot the aggiegatc employment elas¬ 
ticity. therefore, needs to be viewed with 
due .suspicion since the ‘Say’s Law of 
Rmployment’ is far more relevant for 
agriculture than for any other sector. 

For evaluating changes in employment 
conditions in this setting, it is aseful to 
consider two schematic characterisations 


up as discouraged workers and eventually 
withdraw from the labour force. This is 
likely to be particularly true of those with 
middle-level education, which docs not 
equip young people with any particular 
job-oriented skills. 

As for the non-working-age population, 
the observed decline in the participation 
rate essentially reflects the declining 
participation of children in the labour force. 
The labour force participation of older 
people (those aged 60 years or more) in 
fact showed a tendency to rise, but chil¬ 
dren doininaicd the non-working-age 
population. 


IV 

Rmployment 

In analysing employment growth, the 
first thing that comes to notice is that, for 
the entire period, the raic of employment 
growth-at 2.1 percent per annum • was 
exactly equal to that of labour force growth. 
In broad terms, therefore, employment 
growth kept pace with labour lorcc growth. 
It is true that while labour force growth 
was steadily acceleralmg, employment 
growth was lluctuating. But the lluctua- 
lions can be easily exjilained. Drought 
conditions dcpre.ssed employment in agri¬ 
culture and hence in the whole economy 
in 1987-88; and suiisequent recovery ac¬ 
celerated employment growth in l.oth 
agriculture and the economy as a whole.^ 
.Such weather-induced lluctuations can be 
legitimately ignored for purposes of study¬ 
ing trends. If 1987-88 is left out of ac¬ 
count, It can be concluded that employ¬ 
ment growth was accelerating just as labour 
force growth was accelerating. 

However, the fact that employment 
growth kept pace with labour lorcc growth 
docs not necessarily imply that the Indian 
economy performed well in terms of 
generating employment. It must be 
recognised that .something like a ‘Say's 
Law of F-mploymcnf holds goexi in an 
economy such as India’s; supply of labour 
creates its own demand to a significant 
extent when self-employment and casual 


wage employment predominate. This is 
also why too much should not be read in 
the fact that the output elasticity of em¬ 
ployment at the level of the aggregate 
economy remained stable throughout the 
period so that the acceleration in employ¬ 
ment growth appears to have resulted from 
the acceleration in economic growth. 
Closer inspection shows that the aggre¬ 
gate employment elasticity remained stable 
basically becau.se the employment elasti¬ 
city in agriculture remained .stable (given 


ol the nature of linkage between economic 
growth and employment growth in a typi¬ 
cal developing economy. Two assumptions 
about initial conditions in such an economy 
are involved: first, that there is a si/eable 
volume of ‘surplus labour' (which can be 
interpreted to mean the existence of a large 
volume of low-intensity, low-productivity 
employment) in agriculture and, second, 
that labour productivity in the non- 
agricultural sector is much higher than 
that in the agricultural sector. 


TaBLI: .1 NoN-W()RKINli-A<il LaHDI'K F-IlKd 



1977-7K 

1983 

1987 88 


A Child labour lorcc 





All 

.Si/e (III 1111111001) 

19.4 

20 6 

17 7 

13 3 

Panicipalioii rale (per cent) 

II 0 

10 9 

8 8 

6 2 

As iKT Lcnl ot u.ial labour (oice 

7 0 

6 7 

5 2 

3.4 

Male 

.Si/e (in niillions) 

10.9 

II 2 

9 6 

7 3 

Participalion laic (per centi 

II 6 

II i 

8 8 

6 3 

As perccnl ol lolal male labour foicc 

S') 

5 5 

4 3 

2 8 

Female 

Si/e (in millions 1 

8 S 

9 4 

8 1 

6 0 

l’urticip.iiion i.ite (per cent) 

10 ( 

10 6 

8 7 

6 0 

As per ccnl of lolal female labour toicc 

0 1 

10 3 

7 6 

4 8 

B Older labour foice 

All 

.Si/e (in imllions) 

IS 1 

19 4 

21 2 

25 6 

Partidp'ilion ratc (per cent) 

t9 S 

42 0 

42 1 

42.9 

As per cent of total labour force 

S() 

6 3 

6 3 

66 

Male 

.Si/e (in iiiillions) 

12 .1 

14 6 

16 1 

19 3 

Participation tale (per cent) 

62 1 

62 9 

62 9 

63 7 

As per c :ni ol total labour force 

6 7 

7 2 

7 2 

7 4 

Female 

Si/e (in million'!) 

1 1 

4 8 

S 1 

6 3 

Panicipatioa rate (per cent) 

16 1 

20 9 

20 6 

21 5 

As iwr ceiil ol total labour lorcc 

t 3 

4 7 

4 5 

5.0 

C-Non-woiking age labour force 

All 

Si7e (in millions) 

t4 8 

40 0 

(8 9 

38 9 

Participalion rale (per cent) 

i; 5 

12 1 

1 1 

10 1 

As per cent of total labour force 

12 0 

1 t 

II s 

10 0 

Male 

.Si/.c (in millions) 

2.3 2 

2S 8 

2S 7 

26 6 

Pariicipulion rale (per cent) 

20 4 

20 8 

19 1 

18 3 

As per cent of total labour force 

12 6 

12 7 

1 1 S 

10 2 

Female 

.Si7.e (in iiiilhoiu.) 

11 (> 

14 8 

13 2 

12 .3 

Participalion rate (per cent) 

II » 

1 ( 3 

II 2 

9 5 

A.s per cent ol total labour force 

12-1 

14 4 

II 6 

9 8 


Note: A child worker belongs to the age-group ‘5 14 vears’ and an older worker belongs to the age- 
group ‘60 or more years’. 
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The first schematic construction is the 
well known Lewis I'ramework.'' Growth 
process in this tramework is envisaged as 
involving, primarily, transfer of ‘surplus 
labour' Ironi agriculture into productive 
employment in non-agriculture. As such 
transfers occur, average labour productiv¬ 
ity in agriculture rises and that in non- 
agriculturc falls. But so long as labour 
productivity in non-agriculture remains 
higher than that in agriculture, labour 
productivity in the economy as a whole 
rises as aresult of labour transfers. Growth 
occurs and employment conditions improve 
as workers move from low-productivity 
agncultural activities to high-productivity 
non-agricultural activities. The process 
reaches a turning point when labour trans¬ 
fers have occurred to such an extent as to 
cquali.se marginal labour productivities 
across sectors. Beyond this point, labour 
translers cannot occur and labour producti¬ 
vity in the aggregate economy cannot grow 
except in consequence of technological 
changes, growth of capital intensity and 
accumulation of human capital in each of 
the sectors. 

The l^wis process can be contrasted 
with another hypothetical process wherein 
labour pnxluctivity ri.ses only (or basi¬ 
cally ) in the non-agricultural .scctorthrough 
accumulation of capital (both physical and 
human) and technological change. In the 
extreme case, no labour transfers occur 
and average labour productivity in agri¬ 
culture steadily declines even while that 
in the aggregate economy rises. In less 
extreme ca.ses, some labour transfers occur 
and labour productivity in agriculture 
shows marginal improvements: but as 
growth of labour productivity is faster in 
non-agriculture than in agriculture, there 
is no definable turning point and ‘.surplus 
labour’ becomes a permanent feature of 
agriculture. Employment conditions dete¬ 
riorate as the majority of workers remain 
engaged in traditional activities where the 
already low labour productivity tends to 
deteriorate further. 

A comparison between these two hypo¬ 
thetical pnicesscs brings out the important 
point that rapid inter-sectoral labourtrans- 
fers and tendency of convergence of 
sectoral labour productivitic.s arc the true 
indicators of improvement in general 
employment conditions in a developing 
economy. When judged by these indica¬ 
tors, general employment conditions in 
India actually appear to have been dete¬ 
riorating even though employment growth 
apparently kept pace with labour force 
growth. The sectoral distribution of employ¬ 
ment changed in the right direction but the 
pace of change was slow. Over a 16-year 


period( 1977-78 to 1993-94),agriculture’s 
share in total employment fell by less than 
8 percentage points - from 69.2 per cent 
to 61..I per cent, while its share in GDP 
fell by 10 percentage points - from 40 per 
cent to 30 per cent. Direct e.stimatcs of 
labour productivity show very clearly that 
it grew at a much faster rate in non- 
agricultural sectors than in agriculture 
where it was little more than stagnant. 
Intersectoral labour transfers played vir¬ 
tually no role in increasing labour producti¬ 
vity in the economy as a whole and labour 
productivities in agriculture and non-agri¬ 
culture showed a strong tendency towards 
divergence.’ 

The conclusion that general employ¬ 
ment conditions may have been deterio¬ 
rating is also suggc.sted by the evidence 
on changes in the quality of employment. 
The main indicator of quality of employ¬ 
ment is the di.stribution of employment by 
what is known as ‘employment status'. A 
worker in India can have one of the fol¬ 
lowing four types of employment: regular 
wage-employment in the modern or 
organised sector of the economy, regular 
wage-employment in the unorganised or 
informal sector of the economy, self- 
employment (mostly in the unorgani.sed 
sectors), and casual wage-employment 
(which can be in cither the organised or 
the unorganised sector). Quality-ranking 
of these different types of employment is 
neither difficult nor particularly contro¬ 
versial. Regular wage-employment in the 
organi.scd .sector - practically the only 
type covered by the existing state-spon¬ 
sored labour protection system - must be 
ranked best among the available types of 
employment. Self-employed persons con- 
.stitutc a heterogeneous group with a wide 
range of productivity and income levels. 
However, it is perhaps appropriate to rank 
the average self-employed .second only to 
the average regular employee in the 
organised sector. Regular wage-employees 
in the unorganised sector enjoy the beneflt 
of a regular income (which may even 
equal the income of an average self- 
employed) but arc not covered by the 
existing labour protection system. The 
main difference between the self-employed 
and the rcr^ular wage-employee in the 
unorganised sector lies in the fact that the 
former enjoys greater job security than the 
latter. For this reason, it is appropriate to 
rank the self-employed above the regular 
wage-employee in the unorgani.sed sector. 
Casual wage-labourers have to search for 
employment on a daily basis and, if and 
when employed, receive a wage, which is 
best conceptualised as an institutional 
variable. Thus their employment and 


income levels are uncertain and, of course, 
they do not derive any benefit from the 
existing system of labour protection. For 
these rea.sons, ca.sual wage-employment is 
generally regarded as the worst of all 
available types of employment.'” 

As regards the actual changes in the 
distribution of employment by status, four 
broad tendencies can be discerned from 
the available data. First, the share of self- 
employment in total employment has 
shown a tendency to decline. The tendency 
is observed both in the aggregate economy 
and in the major production sectors except 
‘.services’ where, somewhat surprisingly, 
self-employment .seems to have gained in 
importance. Second, the share of ‘regular 
wage-employnK:nt in the organi.sed sector’ 
in total employment has shown a tendency 
to decline. The tendency is observed both 
in the aggregate economy and in the major 
production sectors except agriculture 
where it has always been rather insignifi¬ 
cant. Third, the share of “regular wage- 
employment in the unorganised sector’’ in 
total employment has shown a tendency 
to increase in non-agriculture. In agricul¬ 
ture, however, this .shows a tendency to 
decline and, consequently, no particular 
trend are discernible at the level of the 
aggregate economy." Finally, the share 
of casual wage-employment in total 
employment has shown a tendency to ri.se. 
The tendency can be observed both in the 
aggregate economy and in the major 
prtxiuction sectors except ‘services’ 

On the whole, therefore, high-quality 
employment has shown a general ten¬ 
dency to decline in importance and low- 
quality employment has shown a general 
tendency to increase in importance. Agri¬ 
culture, moreover, remains the principal 
re.servoir of surplus labour (i e, of low- 
quality employment) though the process 
of inter-sectoral labour transfers seems to 
have led to the emergence of surplus labour 
in other sectors as well; casual employ¬ 
ment. for example, has been growing in 
industry and self-employment has been 
growing in services. 

The.se facts clearly suggest that the 
overall quality of employment has been 
deteriorating. The point can be made a 
little more explicitly. For ease of compari¬ 
son, both cro.s.s-sectional and inter-tempo¬ 
ral, quantitative weights can be assigned 
to different types of employment as fol¬ 
lows; 

Regular wage-employment 
in the organi.scd sector (W|) : 1.00 

Self-employment (wj) : 0.80 

Regular wage-employment 
in the unorganised sector (W3) : 0.63 
Casual wage-employment (w^) : O.SO 


2596 


Economic and Political Weekly September 4, 1999 



Chart 4: Emi^loyment Quality Index 
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Source: Table 9. 

An ‘employment quality index’ (EQl)can 
then be constructed as follows: 

EQI = W| .C| + Wj .Cj + w, .e, + .e^ 

where c’s represent the shares of various 
types of employment in total employment. 
EQI assumes the maximum value of I 
when all types of employment can be 
regarded as equivalent to ‘regular employ¬ 
ment in organi.sed sector' and the minimum 
value of 0.5 when all types of employment 
ciui be regarded as equivalent to casual 
wage-employment. The weights chosen 
here, of course, arc wholly arbitrary. 
Obviously, it would be more appropriate 
to derive the weights empirically; for 
example, they could be based on available 
estimates of average earnings of different 
types of workers. However, the rankings 
matter more than the specific values of the 
weights: so long as the rankings remain 
unaltered, small changes in the specific 
values of the weights would not substan¬ 
tially alter conclusions about cros.s-sec- 
lional differences or intertemporal changes. 

Rstimalt's ol EQI .suggest two main 
conclusions. First, the quality of employ¬ 
ment has been and remains the highest in 
‘.services’ and it has been and remains the 
lowest in agriculture. Agriculture’s tradi¬ 
tional role as the principal reservoir of 
surplus labour remains unchanged.'^ 
Second, during the period 1977-78 to 
199.1-94, the quality of employment de¬ 
teriorated in the aggregate economy 
(Chart 4) as well as in each of the three 
sectors, though the deterioration was not 
very significant in ‘services’. 

The conclusion that the quality of 
employment has been deteriorating ap¬ 
pears, at first sight, to be at odds with the 
finding, by now well-established, that the 
incidence of poverty declined significantly 
during the same period.'-^ But the incon¬ 
sistency is more apparent than real. The 
decline in the quality of employment (as 
measured by EQI) only indicates that the 
weight ot relatively tow-quality employ¬ 
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ment in total employment increa.scd. This 
docs not rule out the possibility that 
absolute wages or earnings in even the 
lowest-quality employment may have 
increa.scd which is all that is required for 
poverty to decline. 

There is indeed evidence to suggest that 
real wages and eami ngs of casual labourers 
increased at a rather impressive rate. The 
real daily wage rate for male casual 
labourers in agriculture, for example, 
increased at an annual rate of 2.9 per cent 
during the 16-year period 1987-88 to 
1993-94; for the females, the increase - at 
3.1 per cent per annum-was even sharper. 

It mu.st be noted, however, that in spite 
of the impressive growth, the wage rate 
for casual labour in agriculture remains 
much below what might be called the 
poverty-line wage rate - the wage rate 
which wou Id allow the members of a typical 
ca.sual labour household to have an expen 
diturc level just equal to the official poverty 
line.*'* Assuming that a typical casual 
labourer supports two non-earning depen¬ 
dents and finds work for 20 days in a 
month, the poverty-line money wage rate 
in rural areas lor 1993-94 can be estimated 
as Rs 31.19 per day while the actual money 
wage rates in the same year were Rs 20.85 
for males and Rs 14.88 for females. The 
money wage rates for casual labour in 
urban non-agriculture in 1993-94 (Rs33.79 
formalcsandRs 19.51 for females), though 
substantially higher than those in agricul¬ 
ture. were also much below the estimated 
poverty-line money wage of Rs 43.23 per 
day. Indeed, it can he easily checked that 
even if a typical ca.sual labourer found 
employment for 26 days in a month (which 
can be regarded as full-time employment) 
ai the prevailing wage rate, his/her family 
would still be in poverty. 

Thus, it is clear that even the impressive 
wage growth could not have enabled those 
who depend, pri man ly or wholl y, on casual 
labour for a living to move out of poverty. 
However, some casual labour households 


have other sources of income (such as self- 
employment) and some others have lower 
than typical dependency ratios. The wage 
growth could conceivably have helped such 
households cross the poverty threshold. 

It is an intriguing fact, though, that the 
real daily wage rate for casual labour in 
agriculture increased at a faster rate than 
both the labour prrxiuclivity in agriculture 
(which grew at only 1.3 percent per annum) 
and the real daily wage rate for casual 
labour in urban non-agriculture (which 
grew at 1.7 per cent per annum). In fact, 
rural wages in general increased faster 
than urban wages. A's rural casual labourers 
belong to the core group of piwr, iden¬ 
tification of factors underlying the impres¬ 
sive growth in their wages would obvi¬ 
ously help design interventions for poverty 
alleviation. Unfortunately, no convincing 
explanation is readily available. In view 
of the trends discussed above, a general 
tightening of the market for casual labour 
is unlikely to be the explanation.'^ It is 
more likely that institutional developments 
have increased the bargaining power of 
casual labourers..Such Lssues, however, 
cannot he .settled without detailed inves¬ 
tigations, which cannot be attempted here. 


Unemployment and 
Under-employment 

It is often said that, in an economy such 
as India’s, unemployment is a luxury which 
most people cannot afford. The available 
statistics on unemployment appear to 
confirm this view. The rate of unemploy¬ 
ment (estimated according to the .standard 
definition) in India Huctuated within a 
range of 2-5 per cent and showed a feeble 
tendency to dec li ne over the 16-year period 
1977-78 to 1993-94 Chart 5). Indeed, the 

Tabu, 4 I.abour Force Pariicipation Rait op 
Popui AllON AtiLIl 15 Yl ARS OR MoRP BY YFARS 
ol EDOCAnoN 199V‘I4 

t Per rent) 


Years ot Education 

Participation Rale 

All Male Female 

0 

65 4 

91.4 

50.3 

tJp to 5 

68 8 

90..8 

35 1 

5-8 

58 9 

78 0 

23.3 

8- to 

56 5 

74 4 

21 2 

10 - 12 

.55.2 

69 6 

21.8 

More than 12 

75.2 

88 6 

.38.5 


Note' The cla.ssiricah>ry categories used by the 
N.S.SO are a.s rollows- no seh<Yoling, up to 
pninoiy, middle, secondary, higher second¬ 
ary, and more than higher secondary. 
These have been interpreted, in terms of 
years of education, as 1). up to 5, between 
5uiid8,between8and lO.l^twccn lOand 
12. and more than 12 
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CuAiir 5 Rah- or UNi.Mn.oYMrNT (Pr.K Cfnt) 
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Soiirre Table 12. 

Chart 6- UN[Mpi,ovMrsr Rai>. (Pi r Cityt) by Yfars of Education, 1993-94 

'2t 
10 • 

8 j ^ 

f. I 
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0 ..- t - - t 

0 1-5 5 8 

.VoM/fV Table 12 

absolute number of the unemployed ap¬ 
pears to have lluctuatcd between 9 mn and 
12 mn without showing any particular 
trend. 

The most significant leaturc of un¬ 
employment in India, according to the.se 
statistics, is a strong positive relation 
between the level of educational allainmcnt 
and the rate of unemployment (Chart 6) 
This fact, together with the fact (noted 
earlier) that the relation between level of 
education and lalxmr force participation 
rale is represented by an elongated 
ll-shaped curve, implies that the level ol 
education ot the labour force tends to lag 
behind that of the potmlation and the level 
of education of the employed, in turn, 
tends to lag behind that of the labour force. 

Explanations lor (be ob.scrvcd positive 
relation between the level of education 
and the rate of unemployment are likely 
to be similar to those suggested earlier for 
the ob.servcd r Mation between the level of 
education and the participation rale. Young 
people with some education do not want 
toerigage in low-producti vity. low-income 
work in informal .sectors. They tend to 
seek non-manual work, preferably in the 
oigaiiised sector. They have very good 
iea.son.s lor doing this since, as observed 
earlier, the .service sector actually offers 
the best quality jobs. The very fact that 
they have some education also means that 
their lamilies have some capacity to .sup¬ 
port them: unemployment is a luxury that 
at least some ol them can at ford. Since 
aspirations, ability to afford unemploy- 


-1 • --I-- ■ I 

8-10 10-12 12 + 


iTicnl and the level of education all move 
together, the outcome is a positive relation 
between the level of education and the rate 
of unemployment. 


There may be other reasons as well. 
General education does not equip the 
educated with particular skills other than 
perhaps clerical. The educated, therefore, 
may not necessarily find employment even 
when the organised sector generates 
employment at a rapid pace. Moreover, 
wage differentials corresponding to dif¬ 
ferentials in the level of education arc not 
really market-determined; excess supply 
of the educated leads to their unemploy¬ 
ment rather than to a narrowing of wage 
di I ferentials between the educated and the 
illiterate. 

The observed positive relation between 
the rate of unemployment and the level 
of educational attainment could, of course, 
simply be a statistical illusion: it could be 
that the more educated were just more 
inclined to report themselves to be seeking 
or available for work. What .seems quite 
clear, at any rate, is that, in Indian condi¬ 
tions, the r<3te of unemployment is at best 
an indicator of labour market mismatches 
generated by the spread of general edu¬ 
cation; it .says very little about general 
labour market conditions. 

An alternative summary indicator of 
general labour market conditions, there¬ 
fore, needs to be defined. The following 
facts may be usefully considered in this 


Tabif 5: Pfrcf.ntaoe Distribution or Popui.aiion Aoiii 15 Yi ak.s or Morf. by Years oi hois aiion 


Yc.Trs of F.ducu(iun 


198+ 

1987-88 

1993 94 

All 

0 


■ 56 3 

52 5 

47 4 

Up It) 5 


22 ^ 

23 1 

22 2 

5-8 


10 7 

to 7 

12 8 

8-12 


8 1 

M 4 

13 2 

More than 12 


2 6 

3 H 

■,4 

Average years of cdueulion 


2.4 

2 8 

3 S 

.Mato 

0 


41 9 

.38 6 

34 0 

Up to 5 


28 2 

28 6 

26 3 

5-8 


14.5 

14 5 

162 

8- 12 


It 4 

1.3 5 

17 4 

More than 12 


40 

4 X 

6 1 

Average years of cduialion 


t 3 

3 7 

43 

Female 

0 


71 5 

66 8 

61 5 

Up lo 5 


16 0 

17 .1 

1/8 

5-8 


6.7 

6 8 

9 1 

8- 12 


47 

6 1 

8 8 

Mure than 12 


l.l 

3.0 

2.8 

Average years of education 


1.5 

1 9 

2.3 

Average years of education. 

Fcniale-male ratio 


0 45 

0 51 

0.53 

Nine. See note to Table 4 

Table 6. Emplovmi tfr Growth (Per Cent) and ELA.sTicmES 


1977-78-83 

1983-87-88 

1987-88-93-94 

1977-78-93-94 

1983-93-94 

All I 9(0 46) 

1.8(0.44) 

2,5(0.45) 

2.1(0.46) 

2.2(0.45) 

Agncullurc 1 1(0.55) 

0.6(0.67) 

2.2(0.47) 

1.3(()..50) 

1..5(0.52) 

Industry 3.7(0 70) 

4.3(0.77) 

2 0(0.36) 

3.2(0..59) 

3.0(0.54) 

Services 3.7(0.68) 

4.0(0.68) 

3 .5(0.55) 

3.7(0.63) 

3.7(0.60) 


No\r\ Figures in parcnthc.scs an: cinpluyincni clasiicities 


2.598 
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Chart 7: ER>E<-nvF Ratt of UMF.Mi>LOYMEiTr (Pf.r Cent) 



Chart 8; Effective Rate of Unemployment (Per Cint) by Ytary or Education 1993-94 
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context. Hach ot the existing surveys 
identified a sizeable number of {leople as 
working in a.subsidiary capacity, i e, work¬ 
ing for only a small part of the reference 
period. Some of tlie.se people reported 
themselves to be .seeking or available for 
work for a major part of the reference 
period and were classified as unemployed. 
The others, logically, should be classified 
as being outside the labour force, but 
re,searchcrs in India have rather arbitrarily 
regarded them as being employed. 

It needs to be recognised that, for a 
variety of rea.sons, many people, parti¬ 
cularly women, arc reluctant to admit to 
seeking paid work when they know such 
work to be unavailable; but they would 
in fact be quite willing to accept such work 
if and when available. For this reason, it 
is appropriate (though obviously not 
strictly accurate) to regard subsidiary 
workers as di,scouraged workers rather 
than as non-workers; it is wrong to regard 
them eitheras employed or as being outside 
the labour force.The fact that a very 
large majority of these subsidiary workers 
are women (as will be shown below) adds 
strength to This argument. The evidence 
also shows that, particularly in the case 
of women, the rate of unemployment is 
inversely related to the rate of .subsidiary 
employment, which suggests overlap 
between those clatisified as unemployed 
and those classified as employed in .sub¬ 
sidiary capacity. 

On the basis of these observations, it can 
be argued that a good summary indicator 
of general labour market conditions would 


be what might be called the ‘effective rale 
of unemployment’. This can be dctlncd 
as the ratio of the number cither un¬ 
employed or in subsidiary employment 
to the number either employed or un¬ 
employed or in subsidiary employment. 
The estimates show that the ef fective rate 
of unemployment has been fairly stable 
at just over 12 per cent (Chart 7). It had 
increased, as would be expected, in 
1987-88 but fell back to its long tern 
value in the next period. 

If the effective rate of unemployment 
is accepted as a good indicator of general 
labour market conditions, three major 
conclusions follow. First, unemployment 
has been and remains a much more serious 
problem in India than is usually suppo.scd 
by researchers and policy-m^ers. Sec¬ 
ond, unemployment has not shown any 
dennite trend, this is consistent with the 
fact that employment growth has kept 
pace with labour force growth in quanti¬ 
tative terms. Third, the positive relation 
between the level of unemployment and 
the level of educational attainment does 
not seem to be entirely a statistical illu¬ 
sion. The relation survi ves even when a 
broad measure of unemployment (i c, the 
effective rate of unemployment) is used, 
though in a weaker form (Chart 8). 

One striking fact is that the incidence 
of poverty is far higher than the rate of 
unemployment, however measured. Ac¬ 
cording to official estimates, for example, 
36 per cent of the population was poor in 
1993-94 while the rate of unemployment 
(according to the standard definition) was 


only 2.3 per cent and even the effective 
rate of unemployment was 12.3 per cent. 
This large gap between the incidence of 
poverty and the incidence of unemploy¬ 
ment once again emphasizes that many of 
tho.se counted as employed (even on the 
stricter definition adopted here) are en¬ 
gaged in very low-productivity and low- 
income activities. 

It also suggests that many of those 
counted as cmploycil may be seriously 
underemployed. Underemployment is in 
fact acharactcristic feature of any economy 
in which self-employment and casual 
wage-employment predominate. Con¬ 
ceptually, however, underemployment (by 
time criterion) is difficult to define as it 
requires defining a norm for full-time 
employment. If this norm is defined 
a priori, leisure preferences of workers 
thcm.selves get ignored and (his is hard to 
justify. On the other hand, there is no easy 
way of establishing workers’ preferences 
since these are conditioned by the prevail¬ 
ing labour market characteristics. It is most 
unlikely, forcxampic, (hat an Indian worker 
and a Korean worker would have the same 
notion of full-time employment Given 
the.se difficulties, any mca.sure of under-1 
employment is unavoidably imperfect. 

From the available sources, .several 
indicators of underemployment can be 
constructed. The indicator chosen here 
relies on intormation relating to the per¬ 
ception of the employed persons them- 
.selvcs.** This type of information is not 
available from all the existing .surveys; 
time-scries analysis cannot, therefore, he 
attempted. Only the information available 


Tabie 7 .Seitorai. DisTRiBuniiN oi Employment 

(Per eentt 


1977-78 

198.3 

1987-88 

1993-04 

All 

Agncullurc 

69 2 

66 4 

62 4 

61.5 

Indusiry 

1.3 1 

14 3 

16 1 

15 7 

Services 

17.7 

19 3 

21 5 

22 8 

Male 

Agricullure 

65 1 

61 6 

57 8 

56,9 

Indusiry 

14.3 

15 8 

17 0 

16.9 

.Services 

20 6 

22 6 

25 2 

26.2 

Female 

Agriculture 

79 4 

78 3 

74 4 

74.5 

Indu.vlry 

10 1 

10 6 

14 0 

12.2 

.Services 

10 5 

III 

116 

13.3 


Table 8: .SEnoRAi I.abih'k t'RouumvmES 


1977-78 19K.1 1987-88 1993-94 

Aggrcgale 

ccono.ny 4708 I 5226 5 5834 9 6986,2 
ApriLUllurc 27.56.8 2893 8 29.35.1 3.391.0 
Industry 9108.7 98.55 4 10481.3 128.33.5 
Services 9056 6 9810.4 10778 9 126.56 6 


hliue. The values arc in consiant 1980-81 prices 
and show GDP per employed worker. 
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Chart V; LABdi'K Forct PARTiriPATioN Rah, (Plr Ci;nt) oh Males Aeon 15 Years or More by 
Years ot Eihic ation 1993-94 



Chart 10. Labour FoRfi- PARiini’AiioN Rail (Pir CiNn)oi- Klmai.ls Aold 15 Years or More by 

YlaR.s of Em.CArioN 1993-94 




employment is a serious problem for a 
section of the employed labour force. 

The most intcre-sting, though not par¬ 
ticularly surprising, fact about under¬ 
employment is that it affects casual 
labourers far more than others; 27.4 per 
cent of the casual labourers reported them¬ 
selves as underemployed in 1993-94. The 
corresponding figures were 7.5 per cent 
for the self-employed and 3.3 per cent for 
the regular employees. The rate of under¬ 
employment (on the assumption that all 
workers were available for employment 
for 12 months in the reference year) was 
6.9 per cent for the casual labourers, 1.8 
per cent for the self-employed and 0.8 per 
cent for the regular wage employce.s. These 
facts show that the overall rale of under¬ 
employment in the economy varies directly 
with the share of casual employment in 
total employment. As this share has been 
rising during 1977-78 to 1993-94. it can 
be plausibly supposed that the overall rate 
of underemployment has also been rising. 


Souire Tabic 4. 

for 1993-94 is analysed here to get an idea 
of the broad orders of magnitude. 

In 1993-94, 13.5 per cent of the em¬ 
ployed persons reported them.sclvcs as 
underemployed (i c. kxaking for additional 
work) and the average underemployed 
person desired additional employment for 
three months in the reference year. Assum¬ 
ing that all the employed were available 
for employment for 12 months in the 
reference year, the under-employment rate 
works out to just 3.4 per cent. In «)thcr 
words, ju.st 3.4 per cent of the available 
labour-time of the employed remained 
unutilised due to non-availability of jobs. 
This seems implausibly low. 

It is possible, indeed likely, that the 
employed were not in fact available for 
work for 12 months in a year. But even 
if it is assumed Uor example) that ihe 
employed were available for work only 
for 10 months in a year, the rate of under¬ 
employment still works out to only 4 per 
cent. Another possibility is that under¬ 
employment may have been under-re¬ 
ported. In fact, the recorded data show that 
people were either seriously under-em¬ 
ployed or not underemployed at all. Thus, 
for example, the average underemployed 
in all the groups - the self-employed, the 
regular wage-employees and the casual 
labourers - was available for additional 
employment lor roughly the same time- 
period (about three months in the refer¬ 
ence year). Very few people in any of the 
groups, on the other hand, actually re¬ 
ported thcm.sclves to be underemployed 
for short periods. It seems likely that mainly 


VI 

the severely underemployed perceived or Gender Inequalities 

reported themselves to be underemployed 

at all. Perhaps the right conclusion to draw The dimensions: Females constitute less 

IS that though its overall level for the than one-third of the total labour force in 
economy as a whole is not high, under- India and their labour force participation 


Tabie 9: Distriruiion oi Emfloymcnt by .Siaius (Per Cent) and HQI 



1977-78 

1983 

1987-88 

1993-94 

Aggregate economy 





All 

100 (242,6) 

l(K) (266.7) 

1(X) (291 9) 

100 (337.9) 

Scll-cmployincnt 

56 5 

54.2 

53.2 

51.7 

Regular wage-cinployincnt 





Organised 

87 

9 0 

8.8 

n. 1 

Unorganised 

6.6 

63 

72 

7 0 

Casual wage-employment 

28 2 

30 5 

30 8 

33 2 

EQI 

0.723 

0717 

0715 

0.706 

Agriculture 





All 

ItX) (167 8) 

too (177 0) 

100 (182 2) 

100 (207.8) 

.Self-einploymcnt 

54 8 

52.1 

51.1 

49 0 

Regular wage-employment 





Organised 

0 7 

0 7 

0 8 

0.7 

Unorganised 

39 

3 1 

28 

1 0 

Casual wage employment 

33 8 

36.2 

26 8 

41 6 

EQI 

0.694 

0 688 

0.687 

0 675 

Industry 





All 

100(31 9) 

100 (38.2) 

100(47 1) 

100 (53.0) 

.Self-employment 

na 

40.6 

na 

35.7 

Regular wage-employment 





Organised 

26 0 

24.1 

20.2 

18.3 

Unorganised 

na 

47 

na 

10.6 

Casual wage-ciiiploymcnt 

na 

30.6 

na 

35 4 

EQI 


0.749 


0.715 

Services 





All 

ItX) (42.9) 

l(X) (51.5) 

KX) (62.6) 

100 (77 1) 

Self-employment 


42.9 


46.9 

Regular wage-employment 





Organised 

27.3 

26.4 

23 6 

21.1 

Unorganised 

na 

17.5 

na 

21.6 

Casual wage-employment 

na 

11 9 

na 

9 

EQI 


0.791 


0 782 


Note- Figures in parentheses are absolute numbers in millions EQI is employment quality index. 


26()0 


Economic and Political Weekly September 4, 1999 



Chart 11 ; Thf Ratio of EQI for Females to EQI for Males 



1997-98 1983 1987-88 1993-94 

Source: Table 15 


1993-94, for example, the daily wage 
earned by a female casual labourer in 
agriculture was 71 per cent of the daily 
wage earned by her male counterpart. 

Some of the inequalities arc undoubt¬ 
edly riMTted in the inequality in terms of 
educational attainment, an inequality that 
must he attributed to general social biases 
rather than to discriminatory practices in 
the labour market. The average number of 
years of education for the employed 


rate is just about half that of males. To 
an extent, of course, this inequality re¬ 
flects the well-known problem of statis¬ 
tical invisibility of wrimen’s work.^®There 
arc also factors related to women's repro¬ 
ductive and hou.sehold responsibilities, as 
determined by the prevailing socio-culturai 
context, which constrain their participa¬ 
tion in the labour market. But there is also 
evidence to suggest that di.scriminatory 
practices in the labour market may be 
partly responsible for the low participa¬ 
tion rate of women. 

One such piece of evidence is that 
unemployment is a far more serious prob¬ 
lem for women than for men. Although 
the recorded unemploy ment rate (estimated 
according to the standard definition) ac¬ 
tually tends to be lower for women than 
for men. this only reveals the inadequacy 
of the standard measure in the Indian 
context. For reasons noted earlier, women’s 
unemployment is basically hidden. Most 
of those classified as subsidiary workers 
arc women (in 1993-94, 87.8 per cent of 
the subsidiary workers were women) and 
the effective rate of unemployment for 
women is six to .seven times that for men. 
Thus, women actually have far fewer 
employment opportunities than men and 
this itself is a probable explanation for the 
lower labour force participation. 

The other relevant fact, which suggests 
the existence of discriminatory practices 
in the labour market, is that, even among 
the employed, females fare significantly 
worse than males. The industrial distribu¬ 
tion of female employment is far less 
favourable than that of male employment; 
an overwhelmingly large proportion of 
the employed females, for example, is in 
agriculture. Compared to the employed 
males, moreover, a much larger propor¬ 
tion of the employnl females is employed 
as casual labourers. Not surprisingly, 
underemployment is also higher among 
employed females than among employed 
males. In short, thcoverall quality of female 
employment is significantly lower than 
that of male employment. The employed 
females also cam lower wages than em¬ 
ployed males in similar occupations. In 


Table 10: Wages and Earnings (Male. Age-ghoi’I’ I5-.59 Yfar.s) 



1977-78 

1983 

. 1987-88 

1993-94 

Casual labour- daily wage rate 





Agriculture (rural areas) 





Money 

.3.81 

7.08 

10 82 

20 85 

Real 

3.81 

4.65 

5 57 

6 06 

Non-agriculture (rural areas) 





Money 

5.26 

It) 53 

15 73 

.30 15 

Real 

5 26 

6.92 

8 1 

8 77 

Public works (rural areas) 





Money 

4,48 

8 66 

12 69 

24.65 

Real 

4.48 

5 69 

6 54 

7 17 

Non-agncuiliire (urban aFea.s) 





Money 

6.57 

10 89 

17 89 

33 79 

Real 

6.57 

6 84 

7 87 

8 61 

Regular employees daily earnings 





Agriculture (ruial areas) 





Money 

3 91 

9 5.3 

14 58 

27.47 

Real 

.3 91 

6 26 

7 51 

7 99 

Nnn-agriculture (rural areas) 





Money 

10.49 

16 08 

.34 9 

6.3.57 

Real 

10 49 

1057 

17 98 

18 49 

Non-agnciilture (urban areas) 





Money 

15.1 

23 72 

42 07 

78.37 

Real 

15 I 

U 89 

18 52 

19 96 

Note. For estimating real wages and earnings, the consumer price index for agricultural labourers 
has been used for rural areas and the consumer price index for industrial workers has been used 
for urban areas Real wages and earnings are estimated in 1977-78 prices 

TaBIE 11' WAtiES AND F.ARNINO.S (FEMALF, AfiF-GROLP: 15-59 Yl ARSI 


1977-78 

198.3 

1987-88 

1993-94 


Casual labour' daily wage rate 
Agriculture (ruial areas) 


Money 

2.64 

49 

72 

14.88 

Real 

2.64 

3 22 

.3 71 

4 33 

Non-agriculture (rural areas) 

Money 

2 83 

5 II 

9 11 

17 46 

Re.Tl 

2 83 

3 36 

4 69 

5 08 

Public works (rural areas) 

Money 

2 79 

541 

9 t4 

18.52 

Real 

T 70 

3..55 

4.81 

5.39 

Non-agnculliire (urban areas) 

Money 

3 15 

5 .3 

9 65 

19 51 

Real 

3.15 

3 3 .3 

4 25 

4 97 

Regular employees' daily earnings 

Agncullurc (rural areas) 

Money 

3 94 

7 53 

10 65 

22.83 

Real 

3.94 

4 95 

5.49 

6.64 

Non-agriculture (rural areas) 

Money 

8 05 

10 85 

26 28 

37.22 

Real 

8.05 

7.13 

13 54 

10 82 

Non-agnculture (urban areas) 

Money 

9 87 

17 36 

.34 9 

62.43 

Real 

9 87 

10 9 

15 36 

15.9 


Note- For csliinating real wages and earnings, the consumer pnee index for agncultural labourers 
ha.s been used for rural areas and the consumer price index for industrial workers has been used 
for urban areas. Real wages and earnings arc estimated in 1977-78 prices. 
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(?iiAm 12- Avi RA n Ybaks oh EoucATtoN, Ratio oh nib Vai.ih. hor Females to that ho* Males 



I'JHI 1987-8H 1993-94 

Snurte'. Tables 5 and IK 


Female employment grew at a slower 
rate (1.7 per cent per annum) than male 
employment (2.2 per cent per annum) 
leading to a decline in the share of female 
employment in total employment. In fact, 
the growth of female employment was 
slower than that of female labour force 
while the two growth rates were equal in 
the case of males. As a result, the effective 
unemployment rate remained more or less 
.stable for males (the rate fluctuated be- 


tcmalcs, for example, is much lower than 
that for the employed males and this 
basically is a reflection of the fact that the 
average number of years of education for 
the female (lopulation is much lower than 
that for the male population. This inequal¬ 
ity. to be sure, partly explains the lower 
quality of female employment as also the 
lower average earnings r)f the employed 
females. But discrimination in the labour 
market itself provides a part of the expla¬ 
nation as well, particularly in the case <;f 
wage inequality. 

The trends. During 1977-78 to 1993-94, 
the labour force participation rate of 
females declined while that of males re¬ 
mained stable. As a consequence, female 
labour force grew at a slower rale (1.8 per 
cent per annum) than male labour force 
(2.2 per cent per annum) and the share ol 
females in total labour force fell from 33.9 
per cent in 1977-78 to 32.4 per cent in 
1993-94. Thus t here was a noticeable trend 
towards 'masculinisation* of the labour 
force in India.*' 

Yet the underlying factors responsible 
for the changes in the participation rates 
were quite similar for the two groups. For 
both groups, the share of working-age 
population in total population increased 
while the participation rate of this age- 
group declined and the share of non- 
working-age labour force in total labour 
force also declined. The explanations for 
these trends were also the same. The 
relationship between the participation rate 
of the working-age population and the 
level of educational attainment is repre¬ 
sented by an elongated U-shaped curve for 
both males and females (Clharts 9 and 10) 
and the decline in the participation rate 
resulted, in both cases, from the expansion 
of general education. The paiticipation rates 
of both male and lemalc children declined 
and the participation rates for older popu¬ 
lation - both male and female - increased. 

The differences lay in the relative rates 
of change. The ‘unfavourable' effect of 
education on the participation rate of 
working-age females was sharper than that 
in the case of workii ig-age males. The effect 
of ihe decline in the incidence of child 


tween 4.4 per cent and 6.2 per cent during 
labourwa.sal.so.sharperinthecaseof female.': 1977-78 to 1993-94)butincreasedsteadily 
as the share of child labour in female non- (from 27.4 per cent in 1977-78 to 28.9 per 
working-age labour force was higher. cent in 1993-94) for females. 


TaBLF 12' tjNrAIHl.()YMtN1 



1977-78 

1983 


1987-88 

1993-94 

All 






Overall unemploymenl rate 

4.4(4 1) 

2.8(2 .5) 


3.8(3.4) 

2.6(2.3) 

Dnemploymeni rate. 






Persons aged 15 or more years 

4.5(4.1) 

2.9(25) 


3.9(3 5) 

2 6(2 4) 

With no education 

na 

0.5 


1.6 

0.3 

With up to 5 years of education 

na 

2.2 


3 

1.2 

With between 6 and 8 years of education 

na 

7 


76 

44 

With between 9 and 12 years of education 

na 

114 


11.7 

8 8 

With more than 12 years of education 

na 

13 7 


11.9 

' 11.2 

Male 






Overall unempluyincnt rate 

3.2(3 1) 

30(3.0) 


3 7(3 6) 

2.6(2.6) 

Unemployment rate: 






Persons aged 15 or more years 

. 3 2(3.1) 

3.0(3 0) 


.3 7(3.6) 

2.7(2 6) 

With no education 

na 

0.6 


1.0 

0.3 

With up to 5 years of education 

na 

2.2 


2.8 

l.l 

With between ft and 8 years of education 

na 

63 


6 5 

4.1 

With between 9 and 12 years of education 

na 

9.8 


9.4 

7.6 

With mote than 12 years of education 

nn 

III 


10.9 

8.7 

Female 






Overall unemployment rate 

7.6(6.0) 

2 1(1 5) 


4..3(3 2) 

2.4(l.8) 

Unemployment rale: 






Persons aged 15 or more years 

7.8(6 1) 

2.1(1 6) 


4.5(.3,4) 

2 5(1 8) 

With no education 

na 

04 


2 4 

0 3 

With up to 5 years of education 

na 

2.6 


4 1 

1 6 

With between 6 and 8 years of education 

na 

15 8 


18.5 

27 

With between 9 and 12 years of education 

na 

26.3 


30.0 

19.5 

With more than 12 years of education 

na 

30.0 


176 

25 0 

Note'. The unemployment rales arc in percentages. They have been estimated by assuming that 

labour force is composed of principal status workers and the unemployed. 

Figures in 

ptircnthcses show Ihe unemployment rales when subsidiary workers are included in the labour 

force Sec also note to Table 4. 






Table 13; Effective Rate of Unemh.oyment 




1977-78 1983 

1987-88 

1993-94 

All 






Employed (millions) 

242.6 266.7 

291.9 

337.9 

Unemployed (millions) 


11.3 

7.6 

11.7 

9.0 

In subsidiary employment (millions) 


23.1 

30 9 

34.7 

38.6 

Effective rate of unemployment (per cent) 


12.4 

126 

13.7 

12.3 

Male 






Employed (millions) 

174.5 191.4 

210.3 

249.2 

Unemployed (millions) 


,5.7 

6.0 

8.0 

6.8 

In subsidiary employment (millions) 


3.0 

4 9 

5. 9 

4.7 

Effective rate of unemployment (per cent) 


4.7 

5.4 

6.2 

4.4 

Female 






Employed (millions) 


68.1 

75.3 

81.6 

88.7 

Unemployed (millions) 


5.6 

1.6 

3.7 

2.2 

In subsitliary employment (millions) 


20.1 

26 

28.8 

33.9 

Effective rate of unemployment (per cent) 


27.4 

26.8 

28.5 

28.9 


Note'. The hidden rate of unemployment is defined as: (number unemployed -h number in subsidiary 


employment)/(the number + number employed). 
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Chart 13; The Rate of Male Unemploymcnt (Per Ceot) by Years of Education 1993-94 



urce: Table 17. 


HART 14; The Effective Rail of Male. Unejhployment (Pfr Coni) by Years of Education 1993-94 



mrre. Table 17 


Another discernible negative trend is ber of years of education for the female 
that though the sectoral distribution of population increased at a faster rate than 
employment for both males and females that for the male population. Correspond- 
changed in the same direction, the change ingly, the average number of years of 
was much slower in the case of female education for the employed females also 


increased faster than that for the employed 
males. Male-female wagediffercntialstoo 
showed a feeble tendency to decline.*^ 
One difference between males and fe¬ 
males in terms of the nature of involve¬ 
ment in the labour market is worth noting. 
As already stated, most of the subsidiary 
workers are women. As such, the dif¬ 
ference between the standard rate of un¬ 
employment and the effective rate of un¬ 
employment IS quite small in the case of 
males hut large in the case of females. 
Unsurprisingly, in the case of males, the 
relation between the effective rate of un¬ 
employment and the level of educational 
attainment is very similar to that between 
the standard rate of unemploy ment and the 
level of educational attainment; both rates 
of unemployment ri.se more or less steadily 
as the level of educational attainment rises 
(Charts 13 and 14). In the case of females, 
however, the two relationships arc quite 
different. The standard rate of unemploy¬ 
ment rises steadily as the level of educa¬ 
tional attainment rises (just as in the case 
of males), but the relation between the 
effective rate of unemployment and the 
level of educational attainment is repre- 
.sented by an inverted U-shaped curve 
(Charts ISand 16). This difference between 


employment. Between 1977-78 and 
1993-94. for example, the share of agri¬ 
culture in male employment declined by 
more than 8 percentage points (from 65.1 
per cent in 1977-78 to 56.9 per cent in 
1993-94) while that in female employ¬ 
ment declined by less than 5 percentage 
points (from 79.4 per cent in 1977-78 to 
74.5 per cent in 1993-94). 

The quality of employment (as indi¬ 
cated by EQI) declined for both males an() 
females but the decline was sharper and 
more consistent for males; the result was 
a decline in male-female differential in 
terms ofquality of employment (Chart 11). 
The underlying reasons were as follows. 
The share of casual wage-employment in 
total employment increased at a faster 
pace for males than for females. Corre¬ 
spondingly, the share of regular wage- 
employment (particularly in the organised 
.segment) in total employment declined for 
males but increased for females. 

Obviously, the declining trend in male- 
female differential in terms of quality of 
employment cannot be regarded as unam¬ 
biguously positive since the context was 
one of declining quality of employment 
for both males and females. Nevertheless, 
it may be indicative of a declining trend 
in gender-ba.sed discrimination. Such a 
view receives support from the evidence 
on developments in the area of education 
(Chart 12) and wages. The average num- 


Tabif. 14. Invoi untary Undf.rf:mfi.oymf.nt of I’rincipai. .Siatus Workf.rs 1993-94 



Self- 

Employed 

Regular- Casual 
Employees Lahou.ers 

All 

All 

Total number (millions) 

174.7 

31 0 

1122 

337 9 

Of which (percentages)' 

Neither seeking nor available for additionci work 

92 3 

96 7 

72 6 

86.5 

Seeking or asMilahle foi addition'll work 

7 3 

3 3 

27 4 

13.3 

For less than one month 

0 3 

0 4 

1 3 

0 7 

For 1-3 months 

4 1 

1 6 

13 4 

6.8 

For 3-6 months 

3 1 

1 3 

12 3 

6 0 

Average (months) 

2 9 

28 

3 0 

3 0 

Rate of underemployment (per cent) 

! 4 

0 8 

6 9 

3 4 

Male 

Total number (millions) 

I.U 2 

43 (, 

74 4 

249 2 

of which (percentages)' 

Neither seeking nor available for additional work 

92 6 

96 8 

73 9 

87 8 

Seeking nr available foi additional work 

74 

32 

26 1 

12.2 

For less than 1 month 

0 4 

04 

I 6 

0 8 

For 1-3 months 

4 1 

1 4 

1.3 6 

6.3 

For 3-6 months 

2 9 

1 4 

10 9 

49 

Average (months) 

2 9 

2 8 

29 

2.9 

Rate of underemployment (per cent) 

1 X 

08 

6.4 

3.0 

Female 

Total number (millions) 

43 3 

74 

.37.8 

88.7 

of which (percentages). 

Neither .seeking nor available for additional work 

92 2 

95 9 

70 1 

83.1 

Seeking or available for additional work 

7« 

4 1 

29 9 

169 

Fur less than 1 month 

0.2 

0 0 

1 .3 

0.7 

For 1-3 Months 

4 1 

2 7 

1.3 2 

7.9 

For 3-6 months 

3 3 

1.4 

13 4 

8.3 

Average (months) 

3 1 

2 8 

32 

3.2 

Rate of underemployment (per cent) 

2 0 

0.3 

8.0 

4.5 


Note: In estimating the average number of months for which the undcieinployed were seeking 
additional work. Mess than 1 month’ is interpreicd as 0 5 months, '1-3 months' is interpreted 
as two months and ‘3-6 months' is interpreted as 4..3 months The rate of under-employment 
is estimated on the assumption that all workers wore available for work for 12 months. 
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Chart 15' Tiir R mi (» FkmaU' UhrmpiOYML irr (Per Cent) by Years oe Education. 1993-94 
30 ! 

25-j 

20 j 
15 I 
10 * 

5 i 

0 1-5 5-8 8-10 10-12 12+ 

Snuue Tabic 17 



Chart l(i The Eeeective Rate oi Fi mai e Unemployment (Per Cent) by YhAR.s of 


45 


EiiUfAiioN. 1993-94 



25 ‘ - ' -• ■* - I -..-I 


0 1-5 .5-8 8-10 10-12 12+ 


Source Tabic 17 


maic.s and rcinuics has an importanl im¬ 
plication: the level of unemploymeni 
(broadly inlerprclcd) ha.s a stronger inllu- 
ence on labour loree participation of fe¬ 
males lhan on (hat oi males. While the 
parlieipalion i.iie vai le.s inversely with the 
level ol ellcLir-e iineinnlovineni for both 
males atul leiiiales. the iiuerse relation is 
signitlcuntly stronger in the case of fe- 


Agriculturc accounted for more than 75 
per cent ol total employment of child 
workers, more than 81 per cent of self- 
employment, more than 71 per cent of 
casual employment and around 41 per 
cent ol regular wage-employment. The 
service sector employed around 45 per 
cent of all regular wage-employees among 
child workers. 


Several conclusions emerge from these 
baste facts. First, the overall incidence'of 
child labour cannot be said to be high.^^ 
Second, agriculture is by far the dominant 
employer of child workers. Third, most of 
the child workers work either as self- 
employed or as casual wage-labourers. 
Fourth, effective unemployment among 
child workers is high. This suggests that 
the main explanation for the existence of 
child labour is to be found on the supply 
side rather than on the demand side of the 
labour market. It is not that the economy 
cannot do without child labour; it is 
rather that many children cannot do 
without employment. 

The trends: The labour force participa¬ 
tion rate of children declined from 11 per 
cent in \977-7^ to 6.2 per cent in 1993-94. 
As a result, the share of child labour force 
in total labour force also declined from 7 
per cent to 3.4 per cent during the same 
period. In fact, even the absolute si/e of 
(he child labour force declined from 20.6 
million in 1983 to 13.3 million in 1993-94. 
Actual employment of children showed 
very similar trends. The share of child 
employment in total employment declined 
from 6.9 per cent in 1977-78 to 3 percent 
in 1993-94. During the same periml, the 
absolute number of children in employ¬ 
ment declined from 16.8 million to 10.1 
million. The trends were similar for both 


males (compare Chart 14 with Chart 9 and 

Chart 16 with Chart 10). Tabie 15: Ptrctmtace Distribution or Emfloyment by .Status: Male and Ffmait Workers 


VII 

Child Labour 

Some basic facts: In 1993-94. popula¬ 
tion belonging to the age-group 5-14 years 
numbered 215.2 million of which 13.3 
million (6.2 per cent) were in the labour 
force and 10.1 million (4.7 percent) were 
in employment.’’ Child workers con.sti- 
tuted 3.4 per cent of the total labour force 
and employed child workers con.stitutcd 
3 per cent of all employed workers. Fe¬ 
male children accounted for 45.1 per cent 
of the child labour force and 42.6 per cent 
of the employed child workers. Un¬ 
employment according to standard defi¬ 
nition was insignificant among child 
workers (0.7 percent for all child workers, 
1.4 per cent for maic.s and 0 per cent for 
females), but effective unemployment was 
high (24.1 per cent for all child workers, 
20.5 per cent for males and 28.3 per cent 
for lemales). 

As regards distribution by type of 
employment, 58.4 percent of al I employed 
child workers were self-employed, 33.7 
per cent worked as casual labourers and 
the remaining 7.9 per cent were regular 
wage-employees inunorganisedactivities.^^ 



1977-7S 

1983 

1987-88 

1993-94 

Male 

100(174.5) 100(191.4) 100 (210.3) 

100 (249.2) 

.Self-employment 

57 3 

55 1 

53.4 

52.6 

Regular wage-employment 





Orguni.sed 

106 

11.0 

10.6 

9.3 

Unorganised 

8.1 

7.4 

8.2 

8.2 

Casual wage-employment 

24 

26.5 

27 8 

29.9 

EQI 

0 7.37 

0.731 

0 725 

0717 

Female 

100 (68 1) 

100 (75.3) 

100(81 6) 

100(88.7) 

.Self-employment 

54.6 

51.9 

52.7 

49 

Regular wage-employnxint 





Organised 

3 8 

4.0 

4.2 

4.6 

Unorganised 

2.9 

3.2 

4.6 

3.7 

Casual wage-employment 

38 7 

40.9 

38.5 

42.7 

EQI 

0.687 

0.68 

0.686 

0675 

Gender ratio 

0.932 

0.93 

0.946 

0.941 

Note: Figures in parentheses are absolute numbeis in millions. EQI is employment quality index. 

Gender ratio is defined as the ratio of EQI for females to that for males. 


Table 16: Femaie-male Wage Raro (Age-Group: 15-59 Years) 



1977-78 

1983 

1987-88 

1993-94 

Casual labour 





Agriculture (rural areas) 

. 0.693 

0.692 

0.665 

0714 

Non-agriculture (rural areas) 

0.538 

0.485 

0.579 

0.579 

Public works (rural areas) 

0.623 

0.625 

0.736 

0.751 

Non-agriculture (urban areas) 

0.479 

0.487 

0.5.39 

0.548 

Regular employees 





Agriculture (rural areas) 

1.008 

0.79 

0.73 

0.831 

Non-agriculture (rural areas) 

0.767 

0.675 

0.753 

0.585 

Non-agnculture (urban areas) 

0.654 

0.732 

0.829 

0.797 
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male and female children. However, the 
participation rates as well as the absolute 
size of the child labour force declined ai 
a slower rate for females than for males. 
Employment of female children also 
declined at a much slower rate than that 
of male children. The share of females in 
child labour force as also in child employ¬ 
ment increased as a result. 

Two conclusions arc already suggested 
by these facts. First, there has been a long¬ 
term tendency for the incidence of child 
labour to decline though the widespread 
concern with child labour is only of recent 
origin. This sugge.sts that economic 
development reduces the incidenceof child 
labour even in the absence of social move¬ 
ments or targeted policies and programmes. 
This, of course, is consistent with the 
earlier observation that child labour is 
primarily a supply-side phenomenon. As 
widely believed, it is poverty, which 
basically explains the existence of child 
labour, the declining incidence of child 
labour is largely attributable to the declin¬ 
ing incidence of poverty. Second, general 
social bia.se.s have their manifc-stations in 
the world of child labour a.s well; the 
existence of gender-based discrimination 
in society seems to be the most plausible 
explanation for the slower rate of decline 
in the cm'ploymcnt of female children. 

The direction of change in the sectoral 
distributionof employment of child labour 
was the .same as that in the case of all 
workers, though the pace of change was 
somewhat slower. The distribution of 
employment by type (or employment 
status) also changed in the same direction 
for child workers as for all workers, but 
the pace of change for child workers was 
again slower. Remarkably, however, the 
pace of casualisation of wage-employ¬ 
ment was fa.ster for child workers than for 
all workers. Correspondingly, the share of 
regular wage-employment in totalcmploy- 
ment declined f^airly sharply for child 
workers while this in fact showed a ten¬ 
dency to rise for all workers. 

It is important to rememberthat all these 
changes in the structure of employment 
of chi Id workers occurred in a context where 
the absolute number of employed child 
workers wjis declining (the context was 
entirely different in the ca.se of all work¬ 
ers). Child employment in absolute terms 
was declining in all sectors as well as in 
all types of employment. The changes in 
employment structure resulted from dif¬ 
ferential rates of decline in different sec¬ 
tors and in different types of employment. 
The sharpest decline occurred in regular 
wage employment and the slowest decline 
occurred in casual wage employment. 


It is arguable that while all forms of 
employment of children must be judged 
as undesirable, some forms are more 
undesirable than others. Regular wage 
employment of children, which is mo.stly 
in non-agriculture, is usually exploitative 
in character. Self-employment, which is 
mostly in agriculture, is far less exploit¬ 
ative and has one positive aspect; tradi¬ 
tionally, it has been a form of apprentice¬ 
ship through which the younger genera¬ 
tion acquires skills from the older genera¬ 
tion. Casual wage-employment, which 
again is mostly in agriculture, also has an 
apprenticeship dimension. In the light of 
these observations, it can be said that the 
overall (rends in the area of child labour 
have been positive not only because the 
overall incidence of child labour has 
been declining but also because the worst 
form of child employment (i e. regular 
wage employment) showed the fastest 
decline. 

VIII 

Concluding Observations 

Between 1977-78 and 1993-94, the 
Indian economy recorded a growth rate of 
nearly 5 per cent per annum. Though not 
spectacular, this performance is neverthe¬ 
less decent by the standards of developing 
countries. The intpact of this growth on 
employment, however, has been much 
weaker than expected. Since the labour 
force actually grew at a relatively low rate 
during the period, it .seems clear that growth 
has not been employment-friendly. 

It is difficult to stale unambiguously if 
overall employment conditions improved 
or deteriorated during the pericxi. The level 
of unemployment remained fairly stable 
and there were positive trends in .some 
areas. The incidence of child labour de¬ 
clined quite significantly. The growth in 
real wages of casual labour and the decline 
in the gap between the incidence of pov¬ 
erty and the effective rate of unemploy¬ 
ment indicate that the quality of Jobs at 
the lowest level improved somewhat. 
Alongside these positive trends, however, 
certain negative trends arc also observed. 
At the aggregate level, the quality of 
employment deteriorated in the sen.se that 
the share of low-quality employment in 
total employment increased. ITie growing 
casualisation of employment implies that 
the level of underemployment has al.so 
been increasing. The changes in gender 
inequalities were ambiguous. Whi le male- 
female differentials in education and in 
earnings narrowed somewhat, the gap in 
terms of unemployment level tended to 
widen. The decline in the labour force 


participation rate of females must also be 
regarded as a negative trend. 

Perhaps the only conclusion that cun be 
drawn is that overall employment condi¬ 
tions neither improved nor deteriorated. 

TAm.|j t7- UNGMrLUVMI-NT OF PER.SONS ACED 


15 OR Mori Years by Years of Education. 
l<)V.t-94 

Years of 

Kale of 

Effective 

Education 1 

Unemploy- 

Rate of Uii- 


mcnl 

employment 


(Per Cent) 

(Per Cent) 

(.Standard Dcfmitionl 

All 



0 

0 2 

13 3 

Up to 5 

1 1 

7.5 

Between 5 and 8 

4 1 

11 0 

Between 8 and 10 

7,3 

14.2 

Between 10 and 12 

10 9 

lb 4 

12 or more 

10 9 

13 6 

Male 

0 

0 3 

0 3 

Up to 5 

l.l 

1.6 

Between 5 and 8 

4 0 

64 

Between 8 and 10 

6 3 

9.9 

Between 10 and 12 

9 4 

13 3 

12 or more 

84 

11.0 

Female 

0 

0.1 

27 1 

upto 5 

l.l 

31,1 

Between 5 and 8 

5.0 

40 0 

Between 8 and 10 

13 5 

43.2 

Between 10 and 12 


.38 9 

12 or more 

24 1 

27 6 


fifiiie: Labour force includes the employed, the 
unemployed and those in subsidiary 
employment. Sec also nole lo Table 4 


Table 18. I’l.RCEsrrAOF DisTRiBimoN oi niE 
Employeii (Aoei) 15 or More Years) by Years 
OF Educaiion 


Years of Education 

1983 

1987.88 

1993 94 

All 

0 

56 1 

52,9 

47.1 

Up to 5 

24 7 

25.2 

24 9 

.5-8 

9 5 

9 5 

11.8 

8-12 

72 

86 

11.3 

More than 12 

2 5 

3 8 

4.9 

Average years of 

education 

2.3 

2.6 

32 

Male 

0 

45 7 

42 4 

..7 5 

Up lo 5 

29 9 

30.2 

28 5 

5-8 

122 

12.1 

14.4 

8-12 

9 1 

10.9 

13.9 

More than 12 

3.1 

44 

5 7 

Average years of 

cduc.'iti in 

2 9 

32 

3.8 

Female 

0 

83 5 

80 5 

74 8 

Up lo 5 

11 1 

12.1 

14.6 

5-8 

23 

2,8 

4.3 

8-12 

2 3 

2.7 

.3.9 

More than 12 

0.8 

1 9 

2.4 

Average years of 

education 

0.8 

1.0 

1.4 

Average years of 
education. 

Female-male ratio 

0 27 

0 31 

0.37 


Afofr .See note to Table 4. 
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The fact that a rate of economic growth 
of nearly 5 per ci-nt failed to make much 
ot an impact on overall employment con¬ 
ditions even though the rate of growth of 
labour force was relatively low cannot but 
be viewed as a matter of concern. The crux 
of the problem appears to have been the 
slow growth of organi.scd sector employ¬ 
ment. During the 16-ycarperiod. organised 
.sector employment grew only at a rate of 
1.6 per cent per annum (while total em¬ 
ployment grew at a rate of 2.1 per cent 
per annum). Even this slow gmwth was 
to an extent artificially sustained. For. the 
organised sector was actually accumulat¬ 
ing ‘.surplus labour'; crude e.stimatcs for 
1990-91 show that around 16.5 per cent 
of the workforce employed in the sector 
were effectively redundant.*** 

The deterioration in the quality of 
employment at the aggregate level was a 
direct coii.sequcnce of the slow growth of 
organised .sector employment. Inter¬ 
sectoral labour transfers occurred at a very 
slow pace and contributed little to produc¬ 
tivity growth in the economy. Indeed, such 
labour transfers merely served as a mecha¬ 
nism tor transferring surplus labour from 
agriculture to non-agriculture. Even such 
transfers have been small so that agricul¬ 
ture has remained the principal re.scrvoir 
of surplus labour. On the whole. India's 
experience suggests that employment 
conditions are hard to improve if the 
Lewisian modem sector fails to generate 
jobs at a rate higher than the rate of labour 
force growth. Special schemes for em¬ 
ployment generation cannot make up for 
this failure. 

One acknowledged reason for the slow 
growth of organi.scd .sector employment 
was the emphasis on heavy industries in 
India's industrialisation strategy.An¬ 
other reason lay in the ‘rigidities' which 
emerged in the organi.sed labour market 
as a result of the 'wclfarist' labour policy 
pursued in the country. Recent studies 
suggest that the job security regulations 
and the wage system were the major sources 
of these ‘rigidities'.*'* The job security 
regulations, by making labour adjustments 
difficult and expensive, on the one hand 
led to labour hoarding in inefficient enter¬ 
prises and on the other hand effectively 
pushed the co.st of fresh hiring far above 
actual wage costs. The wage sy.stem ruled 
out possibilities of wage adjustments in 
respon.se to changes in productivity or 
profitability. These problems remained 
hidden in thequasi-closed economy which 
had evolved becau.se costs could always 
be passed onto prices. Though this could 
conceivably have restrained the pace of 
growth itself (by restraining the growth of 


demand), this effect remained invisible. 
The ‘rigidities’ also generated strong 
incentives for adoption of capital inten¬ 
sive technologies at the margin in the 
organised sector. The high real cost of 
labour discouraged labour hiring at the 
margin. The insensitivity of wages to 
productivity changes meant that it was 
always possible to increase profit margins 
by increasing labour productivity through 
increases in capital per worker. 

In the post-1991 period, there has been 
much talk in policy circles about increas¬ 
ing the rate of economic growth through 
adoption of out ward-oriented policies. The 
relevance of this in the context of an 
employment .strategy cannot be seriously 
que.stioned. Higher growth and less em¬ 
phasis on heavy industries should have the 


effect of stimulating employment growth 
in the organised sector. But this is unlikely 
to be enough. Labour force growth will 
be higher in the future than it had been 
in the past. The competitive pressures 
engendered by trade liberalisation are also 
likely to encourage adoption of improved 
technologies even in relatively labour- 
intensive industries. 

In these circumstances, all existing 
incentives for adoption of capital inten¬ 
sive technologies will need to be removed. 
Policy-makers, therefore, will need to 
worry about labour policy reform needed 
to increase flexibility in the organitied 
labour market.^** Concern for job security 
for a few would have to be replaced by 
concern for income security (and, relatedly, 
employment security) for all and the wage 


Table 19. Child Labour 




1983 

1987-88 

1993-94 

Employment (millions) 

16.8 

16.6 

II 8 

10.1 

As'per cent of lotal employ meni 

6.9 

6.2 

4.0 

3.0 

Male (millions) 

I0..S 

99 

69 

5.8 

As per cent of male employment 

6.0 

S.2 

3.3 

2.3 

Female (millions) 

6..f 

67 

4.9 

4.3 

As per cent of female employment 

9.2 

8 9 

6.0 

4.8 

Percentage distribution by sector: 





Agriculture 

82.1 

80.1 

75.4 

75.2 

Industry 


8.4 


15.8 

.Services 

179 

II S 

24 6 

9,0 

Percentage distnbution by employment status: 





Ag/irefiate 





.Self-employment 

6I..S 

60.8 

55 9 

58.4 

Regular wage-employinent 





Organised 

0 0 

0.0 

0.0 

0.0 

Unorganised 

12 S 

10.2 

. 10.2 

7.9 

Casual wage-employment 

■ 26.2 

29 0 

33.9 

33.7 

EQI 

0 70.^ 

0.7 

0 683 

0 687 

Agriculture 





.Self-employment 

64..S 

67.7 

65 2 

61 8 

Regular wage-employment 





Organised 

0.0 

0.0 

0.0 

0.0 

Unorganised 

lO.I 

7..S 

6.7 

3.9 

Casual wage-employment 

2.S.4 

24.8 

28.1 

34.3 

EQI 

0.709 

071 

0 706 

0.591 

Industry 





Self-employment 

na 

35.7 

na 

43.7 

Regular wage-employmci.t 





Organised 

0.0 

0.0 

0.0 

0.0 

Unorganised 

na 

14.3 

na 

62 

Casual wage-employment 

na 

50.0 

na 

50.1 

EQI 

- 

0.63 

- 

0.64 

Services 





Self-employment 

na 

35.7 

na 

45.4 

Regular wage-employment 





Organised 

0.0 

0.0 

0.0 

0.0 

Unorganised 

na 

35 7 

na 

36.4 

Casual wage-employment 

na 

28.6 

na 

18.2 

EQI 

- 

0.66 

- 

0.691 

Unemployment 





Number of unemployed (millions) 

07 

0.4 

0.3 

0.1 

Unemployment rate (per cent) 

3.6 

1.9 

1.7 

0.7 

Subsidiary employment 





Number in subsidiary employment (millions) 

1.9 

3.6 

5.6 

3.1 

Rat? of subsidiary employment (per cent) 

9.8 

17.5 

31.6 

23.3 

Effective unemployment 





Number effectively unemployed (millions) 

2.6 

4.0 

5.9' 

3.2 

Effective rate of unemployment (per cent) 

13.4 

19.4 

33 3 

24 
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system would have to be re-designed so 
as to make wages responsive to changes 
in productivity and profitability.-^” 

There is another major problem that 
policy-makers need to worry about. The 
average level of education of the popu¬ 
lation, of course, is extremely low; in 
1993-94, an Indian aged 15 or more years 
had, on average, only 3.3 years of edu¬ 
cation. But, more disturbingly, it appears 
that the Indian economy does not get the 
full benefit of even this low level of 
education; the labour force has lower 
average level of education than the popu¬ 
lation and the employed have lower level 
of education than the labour force, lliere 
seem to be two main reasons for (his state 
of affairs. First, education, though pro¬ 
vided largely by the .state, has remained 
a luxury gimd .so that many of those who 
can afford to get education can also afford 
to be idle. Second, aspirations of the 
educated tend to be inconsistent with their 
skill profiles as well as with the require¬ 
ments of the economy. 'Ilicse features 
need to be radically altered and this will 
require serious reform of the education 
system; a mere expansion of education 
will only increase open unemployment. 
Education policy has to be viewed as part 
of employment policy. 

Policies must also address another gen¬ 
eral problem indicated by the large gap 
between the incidence of poverty and that 
of unemployment. Many of those counted 
as employed actually earn incomes which 
are below the official poverty line. Under¬ 
employment provides only a small part of 
the explanation forthis. A more important 
explanation is to be found in the extremely 
low wages for casual labour, 'rhere is 
evidence to suggest that even if the casual 
labourers had full-time employment at the 
prevailing wage rates, they would still be 
poor. In these circumstances, the special 
employment schemes cannot achieve 
much. For they arc generally designed on 
the basis of two rather inappropriate as¬ 
sumptions; that underemployment is the 
main problem lacing the poor and that 
wages paid for work under the schemes 
have to be lower than the prevai ling market 
wages if leakage of benefits to the non- 
poor is to he minimi.scd. In reality, what 
is needed is not so much additional days 
of employment as a higher level of wage 
per day of work. ITic policy that deserves 
serious consideration in this context is one 
of enforcement of a national minimum 
wage, equal to what has been termed 
poverty line wage in this paper, for un¬ 
skilled labour.-^' 

The problems of gender inequalities and 
child labour also need to be urgently 


addressed. Reforms of growth strategy, 
labour policy and education system are of 
obvious relevance in this context insofar 
as these help in stimulating demand for 
labour in general. It would be useful, 
moreover, to strengthen the special 
programmes, which already exist. But 
wider issues of social policy are also in¬ 
volved. Elimination of gender inequalities 
requires not only elimination of di.scrimi- 
natory practices m the labour market but 
also major changes in the socio-cultural 
context. Elimination of child labour re¬ 
quires elimination of poverty. 

Notes 

(The views expressed in ihc p.iper are the author's 
and should not he automatically attributed lo the 
ILO. South Asia Mult idisciplinary Advisory Team 
in New Delhi.] 

1 Sec Chakravarty 1987 for a deluded 
discu.ssion 

2 See Mahalanubis I98S. 

.1 See lujwis 19.S4 

4 Regular w.age employees are lhu.se who are 
paid wages on a weekly nr monthly basis 
while casual labourers ore those who are paid 
daily wages 

5 Cf Visaria and Miiihas 1991 and .Sen 19^8 

6 This can be contrasted with the p,itlcrn 
observed in OECD countries where laboui 
force participation rate rises steadily with the 
level of cducalional attainincnl See, for 
example. OrCD I99S. 

7 Rather pu/./.lingly, daily status eniploymeni 
III agnculltire showed signiflcanlly f.islt-i' 
growth during I9SVH8 than during 1977 X8 
See Sen 1998 

8 Lewis 1954. 

9 Thc.se results cannot be said to be wluillv 
unanticipated in view of the fact that India's 
model of planned development had in ctle. i 
ruled out what has been referred to .as ihr 
Lewis process 

10 Finerclassilicalior ol lobsaccordingtoquality 
is obviously possible. Regular wi.gc- 
cinployiiicnl in formal agriculuiie. lor 
example, is not exactly equivalent to regular 
wage-employment in modern industry or 
.services. The classification outlined abt've, 
however, is considered adequate for purposes 
of analysis in this paper. 

11 Therearelwoiypcsofrcgularwage-employees 
in agriculture traditional attached labourers 
engaged by landowning households and 
plantation workers Tlic system of attached 
labour was tetdiy a feudal institution, which 
has been dying a natural death. The number 
of attached labourers has been dwindling 
over time and this is the underlying reason 
for the observed decline in regular wage 
employiiicnl in agriculture. 

12 The finding that quality of employment has 
been and remains the highest m ‘.services' 
may appear somewhat surprising But it 
merely reflects the fact that much ol the 
employment in services is in the public sector. 
It also underlines a problem area in India's 
labour policy; the existing labour protection 
system basically benefits service sector 
employees. 


1.5 Cf Sen 1996; Tendulkar. Sundaram and Jain 
19%; and Dubey and Gangopadhyay 1998. 

14 The official poverty-line expenditure levels 
are Rs 49.0<J |)er capita per month for rural 
areas and Rs 56 64 per capita per month for 
016,-10 areas, both reckoned in 1973-74 prices 

15 Some economists have argued that there 
indeed was a tightening of rural labour markets 
as a result of substantial increases in public 
expenditure, which led to a rapid growth of 
non-agriculluial employment. Sec Sen 1998. 
The evidence presented by him certainly 
supports his aigumenl Rut there is something 
odd about the evidence preitented. As already 
noted, it is diificult to iinderslaiid why daily 
status employment in agriculliire increased 
faster during 1981-88 than during 1977-83 

16 The developments could include growth of 
awiueness and orgaiiisntiumd sireiigth of rural 
workers, increased effectiveness of 
govemment interventions, ctc 

17 Obviously, not all subsidiary empluyiiK-nt 
need be involuntary Housewives and students, 
tor example, may occasionally work lo help 
their families tide over temporary difficulties 
In the ludgment of this .author, however, only 
a traction of the reported subsidiary 
employment is ot this type 

18 rhe usual indicator used by Indian re.seurchers 
is ba.sed on a comparison of the weekly status 
unemployiiient rate with the daily status 
unemployment rale, the gap between the two 
being inteqireled as iinderemployment. As 
alicady noted, however, the conventional 
melhoil ol csimiating unemployineni rale - 
weekly slaius* or daily status - is of very 
limited n'leviuice in the Indian context 

19 I his conclusion contradicts the conclusion 
usually drawn by the Indian rc.searchers 
according to which the rate of under¬ 
employment in the Indian economy has been 
declining .See. for example. I’apola 1993, 
Visiina and Minhas 1991. and Sen 1998 

20 Many ol women's activities (related to house¬ 
keeping). though vitally important foi material 
well-being of the (topulnlion (parlicniarly so 
in a developing country context), arc not 
coiiiiled as economically gainful .iclivitics in 
censuses and surveys Even acliviiies such as 
tendii.g cattle or growing vegetables tend to 
go iiiirccordcd as gainful aclivities 

2 1 This stands in contrast with ihe trend towaids 
‘fciiimisutiun' observed in most countnes of 
the world 

22 Given the widening gap in effective un¬ 
employment rates between males and femacs. 
this narrowing of Ihe w,a-.e-differentials is 
likely lo be attnbutable lo non market fac¬ 
tors. 

23 It IS worth pointing out th.at though child 
woikcrs arc being dclined as those belonging 
lo Ihc .-igc-gioup 5-14 years for Ihe sake of 
completeness of the piciuic. very few of the 
child workeis in India aclually belong to Ihc 
age-group 5-9. a typical child worker belongs 
to Ihe age-group lO-M 

24 It would nut lie incorrect lo assume that the 
organised sector does not employ child 
workers although no direct evidence is 
available. 

25 rhis docs not mean that the problem should 
not be treated us serious For, ideally, the 
incidence should be zero. 

26 Cf ILO 1996 It ts ol some tnterest to note 
here that Ihe emerging problem of surplus 
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labour in orgunis'.'(t iniiusines was diagnosed 
by Mahalanolus as early as I960. Sec 
Mahalaniihis 1960 

27 As already mentioned, slow growth of 
organised sector cmploynicnt was in fact 
anticipated by the architects of India's 

. develiipmciii strategy 

28 Sec, lor example. II.O 1996. 

29 It has been argued, correctly, that 
flexibilisalion iif the organised labour market 
will achieve very little if the aggregate de¬ 
mand in the economy fails to grow. .See 
Bhaduri 1997. It should be pointed out. 
however, that growth of aggregate demand 
IS the principal detenmnant of growth ol 
output while the degree of flexibility m the 
organcsed labour market can he viewed as the 
principal determinant of eiiiployincnt elasti¬ 
city of output. EfricienI management of aggic- 
gaie demand, Ihen'fore. does not eliminate 
the need to increase labour market flexibility 
The question that imisi be asked is- would 
efforts to merea.se flexibility of the organised 
labour market lediicc the aggregate demand'.’ 
There can only he an einpincal answer to this 
question In .so fur as such efforts might lead 
to a leduetion of organised sector cmpIoyiiHint 
in the short run. the passihilily of a decline 
in aggregate consumption expendiluie cannot 
obviously he ruled out But the .seriousness 
of this cannot he predicted a prion. Compen¬ 
sation payments to retrenched workers may 


prevent a decline in their consumption 
extienditure in the short run The decline in 
the effective cost of fresh hinng may also 
siimulate investment tn labour-intensive 
activities. 

30 If flcxibili.sation of labour market is nut to 
imply insecurity of incomes and employment 
fur workers, appropriate labour market 
institutions and safety net mechanisms have 
to be put m place. For a bncf discussion, see 
Oliose 1996. 

31 The case for a national minimum wage for 
unskilled labour has been di.scus%ed in some 
detail in Chose 1997. 

References 

Bhaduri. Amu (1996): ‘Einployiiiciit. Labour 
M.irkct Flexibility and ^onomic Liberali¬ 
sation in India’.77ie/m/inn Jimnmlofl/ilniur 
Economics, vol 39. no I. 

Chakravarty, S (1987)’ Development Plammf;: 
The Indian Kiperienie. Clarendon Press. 
Oxford 

Dubey, A and .S Cangopadhyay (1998) CoimUnK 
the Poor. Central Statistical Organisation. 
Government of India. New Delhi. 

Chose. Anit K (1996): 'Current Issues of Labour 
Policy Reform in India’. The Indian Journal 
of Ijihoar Economics, vol 39. no 3 

- (19970 'Should There be a National Minimum 
Wage in India’. The Indian Journal ofhihoiir 


Economics, vol 40. no 4. 

ILO (1996):/mfKi.' Economic Reforms and Labour 
Policies, South Asm Multidisciplinary 
Advisory Team - ILO. New Delhi. 

Mahalanobis. P C (I960): ‘Labour Problems m 
a Mixed Economy’, The Indian Journal of 
Labour Economics, vol 3. no I. 

- (1985): ’The Approach of Operational Research 
to Planning tn Indta’ in P K Bose and 
M Mukherjee (eds). P C Mahalanobis: 
Papers on Planning, Statistical Publishing 
Society. Calcutta. 

OECD (1994): The OECD Jobs Study, Paris 

Papula. T S (1993): ‘The Question of 
Unemployment’ in B Jalan (ed). The Indian 
Economy. Problems and Pro.specis. Viking, 
New Delhi. 

.Sen, Abhijit (1996). 'Economic Reforms. 
Employment and Poveiiy', EconomU and 
Political Weekly, special number. September 

(1998). ‘Rural (.abour Markets and Poverty’ in 
K Radhakrishna and A N Sharma (eds). 
Empowering Rural Labour in India. Institute 
for Human Development, New Delhi. 

Tendulkar, S B, K Sundaram and L R Jain ((996): 
'Macro-economic Policies and Poverty m 
India' (miineo). Souih Asia Mullidiscirlinary 
Advisory Team - ILO. flew Delhi. 

Visana, P and B Minhas (1991). 'Evolving .an 
Employment Policy for the Nineties: What 
do the Data Tell Us'’’ Economic and PolitU al 
Weekly, April 13 


INSTITUTE OF ECONOMIC GROWTH 

UNIVERSITY ENCLAVE 
DELHI - 110 007 

lEG plans to appoint (a) one Professor in the RBI Endowment Unit,' and (b) one Reader and 
(c) one Research Associate (in the Lecturer’s grade) in the Development Planning Centre: all with 
revised UGS scales and allowances. 

Qualifications; 

For post (a): An outstanding scholar with a Ph. D. in economics, at least 10 years of research 
experience in applied econometrics and specialization in Money or Trade or Income and 
Employment. 

For post (b): Good academic record with at least a high Second Class M.A. Degree and Ph.D. 
in Economics, with at least five years of experience in quantitative analysis and knowledge of 
econometrics and macro-economic forecasting. 

For post (c): Good academic recoro with at least a high Second Class M.A. Degree in Economics/ 
Eonometrics and M. Phil/Ph.D. or equivalent published empirical research work on development 
issues. 

The Institute reserves the right to consider candidates who have not applied and also not to 
fill the posts. 

The interested persons may send their bio-data with names ot three referees and copies of 
three best publications to the Director of the Institute within three weeks of publication of this 
announcement. 

Director 


:( i ()8 


Economic and Political Weekly September 4. 1999 












Dalit Assertion through Electoral Politics 

Pushpendra 

The post-independence period has seen democratic institutions gaining greater legitimacy among the 
scheduled rastes, who having grown conscious of their numerical strength in electoral arena, are exercising 
their voting right more forthrightly. This has liberated them from the role of passive voter-supporter in 
the overall environment of subjugation and subordination, to actively shifting their traditional party loyalties 
in favour of new parties espousing their interests. If the SCs in varying degrees have deserted the Congress, 
in various states, the growing cla.\s differentiation amongst them has resulted in the lower class dalits opting 
for exclusively SC-based parties like the BSP, the Left Front or the left-of-the centre regional parties. Yet, 
as the CSDS survey shows, though political institutions of Indian democracy have gainetf support of the 
SCs, there has been a erosion of their confidence in the political parties. This alarmingly signals that the 
.support extended by the dalits to the parliamentary system should not be taken for granted. 


WITH tlie 1996 elections to the 1 llh Lok 
Sabha, Indian polity seems to have em¬ 
barked upon a phase of fierce competitive 
politics. The era of one-party dominance 
has made way I'or coalition politics The 
gradual decline of the Congress, leaving 
Ijchind its murky shadow; the growing 
strength of the BJP edging past the Con¬ 
gress in terms of scats in the parliament 
and its expansion all over the country; the 
emergence of regional parties as impor¬ 
tant political players in a number of states; 
the strengthening of smaller parties (such 
as the Samajwadi Party. Samata Party, 
Janata Dal, Rashtriya Janata Dal, Bahujan 
Samaj Party, etc) with their specific group 
followings and limited areas of influence, 
etc, mark the changes that are taking place 
in Indian party politics. These changes in 
party politics in themselves arc expres¬ 
sions of larger changes that arc enveloping 
the Indian .society today. Different sec¬ 
tions of the society arc desperately trying 
to a.sscrt themselves in politics. The social 
composition of the parties and articula¬ 
tions of group interests by them have 
undergone major changes. Their failure to 
get accommodated ir. established national 
political parties has given rise to the number 
of smaller parties. The upper castes, par¬ 
ticularly in northern India, have by and 
large deserted the Congress and instead 
chosen to rally behind the BJP. The 
ongoing processes of the political rise of 
the backward castes, despite their inter- 
and intra-caste divisions and conflicts, have 
found strong political representation in 
the form of parties like the Rashtnya Janata 
Dal, Janata Dal, Samajwadi Party, Samata 
Party, the regional parties and the left. 
Muslims have ahso deserted the Congress 
and appear to have allied with other parties 
in order to ensure the defeat of the Con¬ 
gress and the BJP. 

In this context, understanding the elec¬ 
toral behaviour of the scheduled castes 
(SCs) has become very important. The 


general elections of 1996 and 1998 saw 
a powerful assertion of dalit politics. What 
we ob.scrve in these two elections is to our 
surprise, a different SC voter who is no 
longer a ‘captive’ follower of the Con¬ 
gress. These elections highlight a new 
phase in their political consciousness, 
mobilisation and organisation in the coun¬ 
try. One witnesses a concerted effort by 
the SCs to create a new political identity 
for themselves by using the levers of 
competitive politics. Increased voting by 
the SCs, shifts in their party preference 
and acomplex pattemof theirvoting, their 
general support for the left or left-to-thc- 
centre parties, rise of the BSP, effort to 
emerge as a political bloc despite internal 
classdinerentiation, andincreascinthc level 
of legitimacy given to the democratic 
institutions are .some of the important 
expressions of their political a.vscrtion. 

This paper attempts to examine the data 
on voting behaviour of the SCs. I have 
traced the changes in party preference of 
the SCs. In order to explain why this 
assertion tiKik place through elections I 
have analysed the opinion of the SCs 
about the legitimacy of the political sys¬ 
tem. A further attempt is made to find 
internal differentiation among SCs regard¬ 
ing their voting behaviour. I have also 
tried to explain the phenomenon of the ri.se 
of the BSP. The concluding part reflects 
upon thCfimplications of SCs’ assertion 
through 'clcctord politics. 

This study is based on the post-poll 
survey data of the 199n and 1998 Lok 
Sabha elections, collected by Centre for 
the Study of Developing Societies (CSDS), 
Delhi. During the 1996 post-poll survey, 
the total number of respondents was 9,614 
out of which 1,791 belonged to the SCs 
and 3,3.57 belonged to the upper castes. 
The respective Hgurcs for the 1998 elec¬ 
tions were 8,133, 1,312 and 2,039. This 
caste division applies to all religious 
groups. Interestingly, out of the total 


respondents during 1998 post-poll sur¬ 
vey. 5,138 respondents were those who 
were interviewed in 1996. This, of course, 
provides an opportunity to look at the 
swing in terms of party preference by the 
same voter. But this has not been attempted 
in this paper. The paper is confined to 
analysing the aggregate .samples of the 
two election surveys. 

An important feature of the 1996 elec¬ 
tion survey data was the collection of 
detailed information on personal back¬ 
grounds of the respondents, such as age, 
education, occupation, housing, landhold¬ 
ing, a.sset holding, self-asse.ssment of 
required income to meet household ex¬ 
penses, etc. 1 his helped in determining the 
class position of the respondents and 
enabled to undertake a class-in-caste 
analysis. Unfortunately, during the 1998 
post-poll survey, background information 
required to determine class of the respon¬ 
dent was restricted to only three variables 
- landholding, occupation and type of 
hou.se. further, landholding data was 
completely unusable. Occupation details 
were classified at the time of data entry 
in a way that greatly undermined its sen¬ 
sitivity as an indicator. Using the back¬ 
ground information of the 5,138 (pan< I) 
respondents could have been one option. 
But it has its own problems as we cannot 
rule out the possibility of at lca.st some 
h''Usehold.s having been undergone 
changes in class status between two elec¬ 
tions. I have therefore used the class 
analysis based on 1996 background de¬ 
tails as a proxy for 1998 elections too. 

The figures icvcal the presence of a 
sizeable .section of middle class and even 
a small elite class among the SCs. Since 
the sample size of the upper class, in case 
of the SCs, is very small and in a number 
of instances, though important, statisti¬ 
cally not valid for offering any analysis, 
for the sake of convenience I have merged 
both the upper and the middle class 
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categories. Moreover, a careful look at the 
financial/occup.iiional backgnrund of the 
respondents suggests that the upper class, 
as categorised here, for all practical pur¬ 
poses resembles the upper middle class. 

The samples of the two post-poll sur¬ 
veys were drawn at the national level. 
Naturally, while taking up the analysis to 
the stale level, certain diffcrcnccs/gaps 
can be observed from the figures of the 
Election Commission (EC) with respect 
to the voting percentage and party prefer¬ 
ence by the voters. In the case of stales 
like MP, Karnataka and Assam, the gap 
is really significant. The sample si/e was 
relatively small for taking up any rigorous 
interpretation at the state level, which led 
to under-representation of regional varia¬ 
tions within the states. One way could be 
to adju.st the variation forthc actual figures 
released by the EC. I have preferred the 
post-poll figures because most of the 
analysis in the paper is done at the all- 
India level for which the authenticity of 
data cannot be doubled. Adju.sting the 
variation in case of certain states may 
result in some other distortions particu¬ 
larly with regal d to i.ssucs like the percep¬ 
tion of the legitimacy of the system, in¬ 
fluence of age sex, locality, education, 
occupation anil caste on party preference, 
etc. Moreover the EC data do not contain 
these information to make adjustments in 
disaggregated data. Alsu, there is no solid 
reason to believe that the difference 
between the two data set in terms of per¬ 
centage of vote .secured by political parties 
can be evenly attributed to all the vari¬ 
ables. 

It is al.so necessary to point out some 
of the other limitations of the data base 
with respect to the pre.sent study. The 
election .surveys of 1996 and 1998 (NES 
1996) conducted by the CSDS were not 
primarily fiKused on studying the specific 
features of the SC:' c.ing behaviour. For 
this, a different type of sampling procedure 
is required keeping in mind the variation 
in SC population in different states, and 
within the stales, sufficient sample si/.e, 
nature of political parties, nature and extent 
of political participation of the SCs in 
different states, etc. In fact, indicators 
also need to be sharply focused to study 
various dimensions of the dalit politics. 
However, this docs not undermine the 
importance of the available data that I 
have culled out according to the needs of 
the study wherever .sample size permitted 
me. 

Contextualising SC Voting 

Any change in th- voting behaviour of 
the SCs acquires great significance in view 


of the fact that the SCs find themselves 
in a web of socio-economic deprivation. 
The political system, at least theoretically, 
grants political equality to all, irrespective 
of caste, wealth, privileges, etc, to be 
excrci.sed through participation in voting, 
conte.sting elections and other forms of 
participation. Political equality, asopposed 
to .social and economic ones, opens up, 
in principle, opportunities to utilise politi¬ 
cal democracy for sharing power and 
material benefits accruing of it. However, 
the social and economic inequality prac¬ 
tically acts as a limiting factor to take 
advantage of equal political opportuni¬ 
ties. Hence, a brief account of the socio¬ 
economic deprivations of the SCs is in 
order. 

According to the 1991 Census, the lit¬ 
eracy rate of the SCs is 37.41 per cent as 
compared to 52.21 per cent as a whole. 
A smaller proportion of the SCs reside in 
urban areas as compared to the upper 
castes - 18.7 per cent of SCs to 29.2 per 
cent of the total population reside in urban 
areas. Of the total population of the SCs, 

45.4 per cent are agricultural labourers 
and only 23.6 per cent are cultivators out 
of the total main workers. The reverse is 
true for the general category for whom the 
respective figures are 20.1 per cent and 

40.5 per cent. 

According to the Agricultural Census, 
1991, the average size of landholding is 
one acre in case of SCs, and 1.61 acres 
forthc general category. The ratio of share 
in land to share in population stands 0.48 
for the SCs, and 1.07 for the general. The 
size wise distribution of operational hold¬ 
ings for the SCs and the general category 
suggests that there is acute inequality in 
land distribution. Among the SCs, 71.8 
per cent of their holdings are less than one 
acre, covering only 25.7 per cent of the 
cultivated area. In the case of the general 
category, there is better distribution of 
landholdings in different size groups, with 
the highest concentration in the size class 
of 4 to 10 acres. In the general category, 

58.6 per cent of holdings are less than one 
acre and the area covered by them is 14.5 
per cent. This inequality in landholding 
is illustrative of the structural barriers in 
the way of economic development of the 
SCs. 

The political deprivation of the SCs is 
no less important. Political participation 
of dalits is largely confined to casting of 
their vote. Whatever be their level of par¬ 
ticipation. its effectiveness can always be 
doubted. Their overwhelming support to 
the Congre.ss offered little and failed to 
reduce their political deprivation. One 
expression of their frustration and anger 


at their deprived conditions has been their 
organised protest movements in states like 
Bihar, Andhra Pradesh, and parts of 
Madhya Pradesh, Mahara.shtra. Orissa, etc. 

However, there have been slow and 
steady changes in the socio-economic and 
political status of the SCs. Because of a 
host of processes of upward mobility like 
sanskritisation, diversification of occupa¬ 
tions, migration, urbanisation, and so on, 
and also due to decline in the upper castes’ 
dominance, the SCs have been able to 
make some advancements towards 
minimising their various deprivations, par¬ 
ticularly the political ones. Bc.sidcs their 
educational level improving gradually, the 
policy of protective discrimination has 
contributed in creation of a small elite and 
middle class, mostly in service sector, 
thus, resulting in internal differentiation 
on class lines. Getting organised under 
mass organisations, trade unions, political 
parties and various protest movements, 
have increased their level of participation. 
Such organisations and movements are 
more politicised, different from the Con¬ 
gress variant of welfare-oriented politics, 
militant and uncompromising in outlook, 
and are keen to assert a di.stinct dalit 
identity. All these have bixisted the con¬ 
fidence and aspirations of the SCs and 
encouraged them to overcome their socio¬ 
economic and political depnvations. 

Normally, political depnvalioii is con¬ 
sidered relatively less difficult.to fight 
against. This assumption is validated by 
the ascendance to power o! the OBCs. Yet, 
political mobilisation need not take the 
route of organising communities on tra¬ 
ditional identities only. It can base itself 
on class lines cutting across the traditional 
structures of caste, tribe, religion, etc. 
However, in both cases, the underlying 
logic is that it is the collective strength of 
sheer numbers that will compen.sate for 
other disabilities, and further lead to the 
complex .strategic issues of political for¬ 
mation, coalition, and so on. This is the 
art of real politicking. Collective interna¬ 
lisation of this art by a community and the 
maturity of its political leadership in 
mastering this art, plays a key role in 
political rise of that community. 


Table i- Caste-Class Division of 
Resi>ondents, 1996 


Class Division 

SC 

Upper Castes 

Upper class 

32 (1.8) 

408 (12.2) 

Middle class 

412 (23.0) 

1559 (46.4) 

Lower class 

1341 (74.9) 

1380 (41.1) 

Class couldn't be 


a.scertained 

6 (0.3) 

10 (0.3) 


Note: Figures in the parentheses denoti 


percentage. 
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ScHHiiuLEO Castes Surpass Upper 

Castes in Votino 

( 

Voting provides the most important 
opportunity to the common electorate to 
exercise its choice over the kind of gov¬ 
ernment it wants to install in the parlia¬ 
ment and in the assemblies. Theoretically, 
voting is the occasion when political parties 
try to woo the voters with their policies 
and programmes, and the voters in turn, try 
to influence the policies and programmes 
of the parties. In practice, as Weber puts 
it, once voting is left out of consideration, 
the numberof individuals and scKial groups 
with additional channels of influence over 
decision-making pmeess fallssubstantially 
[Verba and Wie 1972). The SCs would 
vinually have none. Many empirical stud¬ 
ies m the past, particularly in the initial 
decades al ter the independence, show that 
the dalits lagged behind the upper castes 
in terms of exercising their franchise for 
various reasons, the most important being 
denial of voting opportunity by the upper 
caste men and fear of backlash, whenever 
their catididatural preference seemed to 
come into conflict with the SCs. 

Conditions have begun to change now. 
The voting percentage of the SCs has 
steadily gone up. In the 1996 general 


elections, the percentage of SC voter 
turnout has been 89.2 per cent as against 
the national average of 87.3 per cent and 
a corresponding figure of 85.6 per cent in 
the ca.se of upper castes.' This trend 
continued in the 1998 elections where the 
voter turnout figures for the SCs and the 
upper castes were 93 per cent and 91.9 
percent respectively. In 1971 the SC voter 
turnout was 78.7 per cent (CSDS Data 
Unit. CSDS, Delhi). This is indicative of 
the strong political aspiration on the part 
of the dalits, and their effort to assert in 
a democratic polity by utilising the elec¬ 
toral process. The popular notion that the 
overall SC vote is small - on account of 
either their ignorance about their voting 
statu.s, the fear of violence or they being 
denied the voting right - is allayed by the 
aforementioned Figures. Out of 1,791 SCs 
interviewed, only 16 cited the above- 
mentioned reasons for not casting their 
votes. Figures also clearly establish that 
the upper castes show less inclination in 
voting in reserved constituencies on ac¬ 
count of ‘indifference’ which can best 
be explained as a result ot their not having 
the option to vote in favour of their ca.ste 
candidates. 

One plausible explanation for the steady 
rise in the SC voter turnout may be that 

Tahle 2: Party Prhtrence of the SCs, 1996 


voting is no longer a passive activity for 
the SCs. With the rise in education, 
awareness regarding their rights, the 
realisation of the strength of the adult 
franchise to create space for raising their 
voice, growing stake in the electoral 
outcome, lowering of the voter age from 
21 to 18 giving chance to the more vocal 
and aspirant younger age group to vole 
- all account for the incteasing numbers 
of SCs exercising their franchise. Most 
importantly, casting vote has become an 
issue of social status for the dalits. 

The high SC voter turnout gains .signifi¬ 
cance in the light ot the various restric¬ 
tions the EC has imposed on poll cam¬ 
paigns. Firstly, the duration ot the poll 
campaign has been reduced by one week. 
Secondly, there is a ban on postering on 
private walls, and the number of vehicles 
to be used tor campaign has been re¬ 
stricted. There has been also a ban on 
playing of loudspeakers al public places, 
because of which candidates have to rely 
mostly on door-to-d<x)r campaigning. As 
a result the political parties complained of 
difficulties in reaching to the people. There 
was a general apprehension that the weaker 
sections like the scheduled castes, who did 
not have much access to modem means 
of communicathin like TV and radio, may 

(Per cent) 


States___P atty _Sample 



(rongress 

BJP 

Left 

Regional 

JD 

BSP 

Others 

Si/.e (n) 


scuc^ SC uc SC uc SC uc SC uc SC ijc SC ur sc ur 


Andhra Pradesh^ 

51.8 

43.8 




_ 

37 3 

35.1 

- 


- 

- 

109 

21 1 

8.3 

208 

Bihar' 

14.9 

7.8 

18.4 

35.0 

14.2 

- 

- 

- 

24.1 

22 5 



27 3 

24 7 

141 

218 

Delhi 

47.2 

25.2 

.36.5 

53.9 

- 


- 

- 

- 

- 

- 

- 

16 3 

20 7 

178 

317 

Gujarat 

21 6 

11.3 

.37.8 

47.7 

- 

- 

- 

- 

- 

- 

- 

- 

40 3 

41.1 

III 

151 

Haryana** 

.39.0 

184 

.36.6 

53.1 

- 

- 

- 

- 


- 

12.2 

2.0 

12.2 

26 5 

41 

49 

Himachal Pr.idesh 

75.0 

64.5 

25.0 

32.3 

- 

- 

- 

- 

- 

- 

- 


0 0 

3 2 

28 

32 

Karnataka 

46.7 

13.8 

1.7 

27.6 

- 


- 

- 

25.0 

.19 7 

- 

- 

26 6 

IX 9 

60 

58 

Kerala' 

20.5 

46.4 

5.1 

.5.1 

69.2 

.33.3 

- 

- 

- 

- 

- 

- 

5.2 

15 2 

39 

99 

Madhya Pradesh 

28.1 

33.7 

II 5 

32.5 

- 

- 

- 

- 

- 

- 

22.9 

- 

37 5 

33.7 

96 

83 

Maharashtra'’ 

33 3 

34.8 

22.2 

34.9 

5.6 

1.4 

16.7 

07 

- 

- 

- 


16.6 

27.^ 

18 

558 

Orissa 

74.7 

42.0 

7.7 

14.8 

- 

- 

- 

- 

9.9 

27 3 

- 

- 

7.7 

15 9 

91 

8H 

Punjab’ 

47.9 

.32.3 

- 

8.6 

- 


21.1 

22.6 

- 

- 

2 8 

3.2 

28.1 

33.4 

71 

9.3 

Rajasthan 

72.4 

.39.4 

14.5 

46.5 


- 

- 

- 

- 

- 

- 

- 

13 2 

14 1 

76 

3;o 

Tamil Nadu" 

21.3 

8.1 



_ 


68.1 

48.6 

- 

- 

- 

- 

10.6 

43 3 

160 

37 

Uttar Pradesh" 

9.4 

7 1 

104 

52.7 


- 

- 

- 

10.3 

18.1 

59.5 

1.7 

10 4 

20.4 

309 

537 

West Bengal 

24.7 

44.0 

10.0 

6.6 

61.6 

4.5.1 

- 

- 


- 

- 

- 

37 

4 3 

271 

364 

All India 

31.4 

28.3 

13.2 

27.1 

11.6 

7.2 

8.5 

3.6 

5.6 

7.0 

12.1 

04 

6.1 

106 

1791 

33.57 


Notes: ‘Others’ in the category of party includes independent candidates, other parties and respondents who refused to answer or those who .said, 
‘don’t know’. The .states where the sample si*c of the SC respondent was 10 or less than 10, do not figure in this table 


1 UC'stands for upper castes 

2 Regional party here denotes the alliance of the Telugu Desam Party (Naidu) and the left parties. 

3 The vote percentages of the BJP include that of the BJP-Sainatn Party alliance: 1-1.2 per cent SC votes polled by the left denotes the votes 
pulled by the CPI(ML) only. 

4 Vote percentage of the BJP includes that of the Haryana Vikas Party and the Samata Party. 

5 The vote percentages of the Congress and the Left include that of the UDF and the LDF, respectively. 

6 The vote pereentage of BJP includes the Shiv Sena. Here the left is represented by the CPKM). Under the regional party vote percentage of 
the PWP is given. ‘Others’ include the RPI which polled 5.6 per cent SC votes. 

7 In the case of Punjab, the regional party indicates the Shiromani Akali Dal. , i. . . 

8 The percentage of vote for the Congress indicates that of the Congress-AIADMK combine. The percentage of vote for the regional party 
represents the votes of the DMK-TMC alliance. 

9 The vote percentage of the JD includes that of the JD-Samajwadi Party alliance. 
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find it difficult to get information about 
local candidates and the programmes and 
promises ot the parties^andidates, and 
thismany affect their turnout on the voting 
day. But the fact that the SCs have sur- 
pa.sscd the upper castes in terms of voter 
turnout testifies their increa.sed political 
awareness and their desire to assert. 

CoNdRI-.SS No LoNril-.R tiii-. 

OviiRwiiiiLMiNc: Choke 

I'he most important feature of the recent 
upsurge in the dalit politics has been the 
change in their party prctercncc. Since 
independence, the SC's were considered a 
committed' vote bank of the Congress. 
The Congress, in the pre-independence 
period, did provide political space for the 
SCs to participate in the freedom struggle. 
This is not to deny the role of power, 
hegemony, and dominance exerci.sed by 
the uppercastes. who dominated the upper 
layers of the Congress leadership. Attimes 
we find that the SC?s waged anti-feudal 
struggles again.st the l(H;al landlords. At 
many places, it were the communists who 
attracted them. Ambedkar too had a fol¬ 
lowing among them. Nonetheless, it was 
the Congress that made the dalits believe 
that the political system in independent 


India would offer a bright future for them. 
The Republican Party of India (RPI) did 
try to challenge this dominance in the most 
part of the I960.S. hut its influence was 
rc.stricted only to Maharashtra and UP. 
that too only in a few distriets ol these 
.states. By the end of the 1960s, even the 
RPI lost its sheen. The SC voters remained 
loyal to the Congress even in the troubled 
times of 1967 and 1977 (the percentage 
of SC votes polled by the Congress was 
45.2 in 1967.47.8 in 1 971..52.8 in 1980). 
Only in 1977. the Congress could barely 
manage .'15.7 per cent of the SC votes 
ISingh 1992:247]. Some lluctuations 
notwithstanding, never in the past the 
Congress faced any serious threat to this 
'captive' vote bank except in a few states 
under the Left rule. However, signs of 
decline in its SC vote share became the 
order during the elections held in the late 
1980s and the early 1990s. The 1 996 Lok 
Sabha elections finally pFe.sentcd a changed 
electoral landscape, wherein the SC.s had 
deserted the Congress in many states, 
particularly in important north Indian states 
like UP and Bihar. This is also one of the 
reasons why for the first time the Congress 
failed to become the single largest party 
in the lx)k Sabha. The 1998 elections 


closely followed the SC voting pattern of 
the 1996 elections. Except for few states, 
the Congress no longer remains the choice 
of the majority of the SCs. 

The overall emerging pattern is that 
wherever the SCs could find a viable 
alternative, they have preferred it to the 
Congress. The BSP has become their first 
choice; in its ab.sencc, the Left Fnint and 
the regional parties arc preferred in states 
where they have dominance. However, on 
account of its all India presence, the 
Congress still polls the largest share oi the 
SC votes - 1.4 per cent in 1996 and 29.9 
percent in 1998. In contrast, the pecentage 
of the SC votes in the total votes polled 
by the Congress was 21.6 and 22.8 per 
cent in 1996 and 1998 elections respec¬ 
tively. Compared to this, the Congress 
was able to get 47.8 per cent of the SC 
votes in 1971. The Left parties together 
polled 11.6 per cent and 10.4 per cent 
while the BSP polled their 12.1 per cent 
and 10.9 per cent of SC votes in 1996 and 
1998 respectively. Clearly, the BSP mostly 
depends on its SC votes as in 1996. 67 
per cent of votes polled in its favour 
came from the SCs, while this figure was 
60.6 per cent in 1998. None of the other 
parties solely rfely on SC vote. The BJP 


Tabu 3: Party PRmRi-.NCh oi- Tiiii SCs. 1998 

[Per < enl) 

Stales_ Party _Sample 


Conl:rcs^ 

BJP 

Left 

Regional 

JD/RJD 

B.SP 

Others 

Sire (n) 

SC UC 

SC UC 

SC UC 

SC UC 

SC UC 

SC- UC 

SC UC 

SC UC 


Andhra Pradesh' 

47 9 

34 3 

8 3 

21 6 

6.3 

4.4 

25 0 

.31.3 

- 



- 

2 1 

0.7 

48 

134 

Bihar^ 

12 0 

7.8 

21.3 

68 9 

8.5 

2.6 

- 

- 

41 9 

7.8 

- 

- 

16 2 

13 0 

117 

116 

Delhi 

67.9 

.36.7 

24 5 

49 0 

- 

- 

- 

- 

1 9 

- 

- 

- 

5.7 

14.3 

53 

98 

Gujarat'* 

39 1 

104 

41.3 

62 4 

- 

- 

4.3 

8.0 

22 

- 

- 

- 

13.0 

19 2 

46 

125 

Haryana'* 

.S8 1 

17.4 

- 

17.4 

- 

- 

22.6 

54.4 

3.2 

- 

- 

- 

16.1 

10 9 

31 

46 

Kurnaiaka 

58 9 

18 6 

144 

34.9 

2.2 

- 

4.4 

20.9 

II.1 

16.3 

1.1 

- 

77 

9.3 

90 

43 

Kerala' 

10 8 

28.6 

2.7 

26 0 

67.5 

37.7 

16.2 

3.9 

- 

- 

_ 

- 

2.7 

3 9 

37 

77 

Madhya Pradesh 

40,4 

26.4 

24.6 

62 5 

- 

- 

- 

- 

- 

- 

24 6 

5.6 

10.6 

56 

57 

72 

Maharashtra*’ 

46 9 

46.4 

30.6 

40.0 

- 

03 

- 

- 

- 

0.3 

2.0 

- 

20.4 

13.0 

49 

3 to 

Orissa 

67 1 

28.6 

2.6 

14.3 

- 

1 4 

17,1 

37 1 

66 

57 

- 

- 

6.6 

100 

76 

70 

Punjab^ 

33 0 

.34 1 

- 

- 

- 

- 

17,0 

16.4 

25.0 

11.5 

18.2 

9.8 

6.8 

82 

88 

61 

Rajasthan 

62.2 

35.8 

36.5 

59.5 

- 

- 

- 

- 

- 

- 

- 

- 

1.4 

4.7 

74 

215 

Tamil Nadu" 

9 1 

12.2 

12.2 

34.2 

- 

- 

41.5 

29.3 

- 

- 

2.4 

- 

34.7 

24.4 

164 

41 

Uttar Pradesh'* 

80 

6.1 

18.4 

70 0 

2.4 

0.4 

9.0 

3.6 

0.5 


50.5 

3.2 

169 

11.7 

212 

280 

West Bengal"’ 

10.7 

10 3 

28 0 

.39 0 

58.0 

45.0 

- 

- 

- 

- 

- 

- 

3.4 

5.7 

ISO 

282 

All India" 

29 9 

24.8 

1.3.5 

34.5 

10.4 

8.6 

16.4 

19.2 

6.9 

1.4 

10.9 

0,9 

12.0 

10.6 

1312 

2039 


Nines: I Regional party here denotes the Telugu Desam Party (Naidu). 

2 The vole percentages of Ihe BJP include that of the BJP-Samata Party alliance. The votes polled by the left parties denote ihe voles polled 
by the CPI and Ihe CPI(ML). 

3 Regional party in Gujarat denotes RJP (Vaghela). 

4 The regional parties in Haryana include Haryana Vikas Party and HLD (R). 

5 The vote percentages of the Congress and the Left include that of the UOF and the LDF, respectively. The regional patty here mentioned denots 
Muslim League 

6 The vote percentage of the BJP includes that of the Shiv Sena. Here the left is represented by the CPI(M). 'Others' include the RPI which 
polled 4 1 per cent of SC votes. 

7 In Punjab the regional party indicates the Shiromani Akali Dal (Badol). 

8 The percentage of vote for the regional party repiesenis the votes of the DMK-TMC alliance. 

9 The vole percentage of the regional party denotes that of Ihe Samajwadi Party (Mulayam Singh). 

10 The percentage of BJP votes include that of the Trinamul Congress. BJP polled 14.7 per cent and the Trinamul Congress 13.3 per cent of 
the SC votes. 

11 Regional parties are included independent of their alliances. 
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cornered approximately 13 per cent of the 
SC votes during both 1996 and 1998 
elections as against 4S.6 per cent and 38.4 
per cent of its votes coming from the upper 
castes in 1996 and 1998. The Congress, 
the Left Front, the Janata Dal/Rashtriya 
Janata Dal, and theBSPtogether accounted 
for 60.7 per cent and 58.1 per cent of the 
SC votes polled all over the country in 
1996 and in 1998 rc.spectively. These are 
the parties that polled larger percentage 
of the SC votes as compared to theiroverall 
vote sharing. Thus, the secular. Left and 
left-ot-the centre parties have together 
emerged as the choice of the SC voters 
during the general elections of 1996 and 
1998. 

In UP, the rapidly emerging BSP cap¬ 
tured most of the SC votes. In the 1996 
elections, the BSP pulled 59.5 per cent of 
SC votes while the Congress, the BJP, the 
alliance of Samajwadi Party and Janata 
Dal could manage only 9.4,10.4 and 10.3 
per cent respectively. In 1998, the share 
of the BSP in SC votes registered a decline 
of 9 per cent, while the BJP improved its 
SC vote share by 8 per cent. In 1996, the 
Left Front walked away with 61.6 per cent 
of SC votes in West Bengal, leaving the 
Congress to re.st content with 24.7 percent 
of SC vt)ies. While the SCs’ preference 
for the Left Front has remained steady, an 
important change was ob.servcd when the 
Congre.ss vote base among the SCs .sharply 
declined to 10.7 per cent. The gains, 
instead, were made by the breakaway 
Trinamul Congress. In Kerala, the LDF 
proved too good for the Congress in 1996 
as their respective voting percentages 
among the SCs were 69.2 per cent and 
20.5 per cent. In 1998, the LDF further 
improved its SC vote share at the co.st of 
the Congress. In the 1996 elections in 
Tamil Nadu, the DMK-TMC alliance 
convincingly won the conOdcnce of the 
SC voters. They took away 68.1 per cent 
of SC votes whereas the Congress- 
AIADMK alliance could do no better than 
polling 21.3 percent. However, in 1998, 
the DMK-TMC alliance had to content 
with 41.5 per cent of SC votes, while the 
Congress suffered further erosion of its 
base among the SCs. 

In 1996. the SC votes were divided in 
the multi-polar contests that ensued in 
Bihar, Madhya Pradesh and Maharashtra. 
In Bihar, the Janata Dal and its allies got 

24.1 per cent, the BJP-Samata alliance 

18.4 per cent. Congress 14.9 per cent and 
CPI(ML) 14.2 per cent of the SC votes. 
The erosion in the Congress votes amongst 
the SCs is once again more than evident. 
In Its strongholds, for example, in Arrah 
and Aurangabad parliamentary constitu¬ 


encies, the CPKML) got 37.7 per cent of 
SC votes which is more than the party’s 
percentage of total polled votes. In Madhya 
Pradesh, the Congress got 28.1 per cent, 
BSP 22.9 per cent and BJP 11.5 per cent 
of the SC votes. Similar trend is observed 
in Maharashtra’s sample. In 1998, the 
Congress made massive gains in MP and 
Maharashtra. Its SC vote .share soared to 

40.4 and 46.9 per cent respectively. In 
MP. the BSP also consolidated its posi¬ 
tion. In Bihar, the RJD emerged as a strong 
force among the SC voters. 

In 1996, the Janata Dal was able to get 
25 per cent of SC votes in Karnataka. The 
percentage of SC vote share for major 
partics/allianccs in some other states was 
as follows: the Tclugu Desam-Left alli¬ 
ance: 37.3 per cent in Andhra Pradesh; 
BJP-HVP-Samata alliance: 36.6 per cent 
in Haryana: the BJP: 36.5 per cent in the 
state of Delhi; the Shiromani Akali Dal: 

21.1 per cent in Punjab. In 1998, the 
Congress won the lion’s share of the SC 
votes in Karnataka (58.9 per cent), while 
the BJP too improved its position with 

14.4 per cent oi SC votes. While no major 
changes were observed in AP, in Haryana 
the Congress .succeeded in getting 58.1 
per cent of SC votes. Similar trend was 
observed in Delhi, where Congress got 
67.9 per cent SC votes, mostly at the 
expense of the BJP and other parties. In 
Punjab, interestingly, both the Congress 
and the BJP-SAD alliance registered a 
decline in their SC votes, as the BSP 
■cornered 18.2 per cent of SC voles. 

In the case of Gujarat, the survey data 
arc not helpful .since large number of the 


respondents refused to disclose their party 
preference in 1996. However, the avail¬ 
able figures suggest that the BJP got 37.8 
per cent of SC votes as compared to 21.6 
per cent by the Congress. In 1998, the 
Congress improved its performance with 

39.1 pci cent of SC votes though the BJP 
remained ahead with 41.3 per cent of SC 
votes. As lar as Himachal Pradesh is 
concerned, the sample size in 1998 was 
too small to suggest any trend. In 1996, 
75 per cent of the SC votes had gone in 
favour of the Congress. 

The inference to be derived is that the 
Congress has lost its support base among 
the SC voters mostly to the Left, or, to 
the BSP and the regional parties 'Hie BJP 
has failed to make big inroads among the 
SCs. As for the SCs’ preference for the 
victorious/emerging regional parties, it 
rcilccts the general trend of chtxising non- 
Congress option. "Hic question ari.ses, how 
to classify the regional parties in the days 
of shifting alliance politics? Many of the 
regional parties that were averse to the 
BJP during 1996 election or before the 
1998 elections, have now joined the 
National Democratic Alliance (NDA) led 
by the BJP. I have still preferred to classify 
majority of them as ‘Left-to-the Centre’ 
parties insofar* as their basic character 
remains .secular. 

In conclusion, the parly preference 
among the SCs varies Irom state to state. 
In this respect, the SC politics is passing 
through a phase of transition. Parties 
mu.st compete to win over their votes, and 
the dalits seem to have understood the 
importance of their collective strength in 


TABLfc 4; InDIOS* of iNFlUtNCh ON PARTY PREreRlNtt, 19% 





Party Prcfcntpce 



Standard 


Congress 

BJF“ 

JD 

I.F 

BSP 

Others 

Deviation 

Agewise 

Up to 2.S years 

99 13 

108.93 

100.92 

88.04 

120.72 

86 90 

12.82 

26-35 years 

94.16 

100 37 

98 94 

III 63 

101.79 

101 10 

5 74 

36-45 years 

106.30 

105.97 

87 93 

95,51 

78 80 

105 .36 

II 42 

46-55 years 

94.91 

80 76 

III 04 

115 58 

99.2.3 

112 32 

I3.2t 

56 years or above 

110.84 

91.02 

107 27 

89 .32 

85.20 

103 08 

10.62 

.Standard deviation 

7.28 

II .54 

8 87 

12 80 

16 29 

9 32 


Sexwise 

Male 

91.02 

103 .52 

104.32 

102 78 

108 64 

9.3 13 

5.56 

Female 

103.25 

96 16 

95.28 

96 97 

90.57 

107.49 

6 07 

Standard deviation 

4.40 

5 20 

6.39 

4 II 

12 78 

10 15 


Lficali’ywise 

Rural 

95.97 

81 12 

103-39 

118 98 

107.70 

10.3 09 

12 62 

Urban 

115 71 

173 61 

86 80 

26 03 

69.97 

87 96 

49.18 

Standard deviation 

13.95 

65.U) 

II 73 

65.72 

26.68 

:0 70 


Cla.sswi.te 

Very Poor 

96.82 

60 48 

1.37.72 

123 44 

81.07 

127.70 

.30.16 

Poor 

101.89 

114 04 

.59 42 

89 64 

137 12 

7.3 51 

28.06 

Middle 

111.56 

161 14 

74 7.3 

54.28 

9341 

70.27 

38.28 

Rtch 

75.30 

268 95 

4.3 66 

6.3 42 

58 21 

79.27 

84.64 

Standard deviation 

15.33 

88.65 

41 23 

.31 0.3 

33 16 

26 9.3 



Note: *The calculation i$ based on age group (pai 1 >wisc)/party total x grand total/agc group 
total X too. 
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electoral bargain At least in the states 
where they are larger in number, their 
votes have aei|uired increasing signifi¬ 
cance in deciding the electoral outcome. 
No party cun take them for granted. Only 
in the Lelt-mlcd .states of Kerala and We.st 
Bengal (the small sample size of Tripura 
did not permit statistically valid analysis), 
the Left is well entrenched among the SCs. 

However, this shift in SC voting to¬ 
wards the Icit and non-conservative par¬ 
ties is very remarkable. Rejection ot the 
Congress by the SCs in many states par¬ 
ticularly in UP and Bihar .symboli.scs their 
rejection of the vertical integration pro¬ 
cess perpetrated by the upper castes. This 
is the most important change manifested 
during the 1996 parliamentary elections 
and the pnicess continued in 199H. It would 
appear that the SCs no longer follow the 
voting preference of the upper castes or 
the local notables that characterised the 
elite politics of the first four decades since 
independence. In fact, no party in these 
two states could replicate the upper ca.stc- 
SC coalition formed earlier under the 
Congress leadership. This shift signifies 
a rupture in the patron-client relationship, 
at lca.st in the realm of party politics. 

INII.IU-.M i; Ol A(il., Sl.X, IjICAt.llY ANIl 
(h A.SS ON PaRI Y PrLI liRl NC li 

A further break-up of the SC voters 
according to age. sex, locality and class 
throws light on the undercurrents of the 
transitional process. The SCs cannot be 
considered as one homogeneous group, 
and their internal divisions do influence 
their party preference. Let us take the 
indices of inllucnce developed for 1996 
(Table 4). As the data reveal, the back¬ 
ground of the voters preferring the Con¬ 
gress shows least bias lor age, sex, locality 
and class divide. In this sense, the Con¬ 
gress still has an all-cncoinpassing appeal. 
All the other parties hu'.e narrow, partisan 
vote base in terms of the divisions men¬ 
tioned above. But more impoitant is to 
understand the changing partisan charac¬ 
teristics of the SC voting pattern. 

Age, on the whole, seems to have little 
impact on the parly preference of the SCs. 
The most consistent age group seems to 
be of the 26-35 years whose vote is by 
and large evenly distributed among all the 
major parties. In other age groups, the 
standard deviation is slightly higher but 
more or less equal. In the age group of 
up to 25 years, the B SP is the mo.st favoured 
party followed by the BJP, the left lieing 
the least favoured party. Standard devia¬ 
tion is the least in case of the Congress 
implying that it is the only party whose 
voters are evenly distributed among all the 


age groups. Standard deviation is the 
highest in the case of the BSP. The BSP 
and the BJP are more favoured by the 
voters in the younger age groups. On the 
contrary, the left parties and the JD are 
preferred mostly by the older age groups. 

There is little variation in the pattern of 
the party preference by male and female 
voters. The .standard deviation is only 5.56 
and 6.07 for male and female voters, 
respectively. However, greater variation 
is found in the case of the BSP. It is a party 
preferred more by men than women. The 
same is the case with other parties also. 
The converse is true for the Congress 
which is still favoured more by women 
than men. 

On the other hand, the rural-urban di¬ 
vide has strong influence on SCs' party 
preference in the elections. The variation 
in the case of urban vores is very large. 
There is a .strong preference for a particu¬ 
lar party and rejection of others in the 
urban areas. The standard deviation shows 
exceptionally high figures for the BJP and 
the left. Although the BJP has expanded 
in to the rural areas, its vote base is 
concentrated in urban areas. The gap in 
the urban indices is close to 100. The left 
is almost confined to rural areas with neg¬ 
ligible supporters in urban areas. The BSP's 
constituency is al.so more rural than urban. 
The Congress and the JD show consis¬ 
tency in terms of votes in both the rural 
and the urban areas. 


However, the strongest influence on 
voting preference is observed in terms of 
class division. Uneven distribution of the 
voters IS found in ail class groups. The 
most uneven distribution of voters is in 
the middle, and of course, the rich class. 
The BJP is highly preferred among the 
middle class and the rich SCs. The BSP, 
the left and the Janata Dal are clearly the 
favourite parties of the poor SCs. The 
Congress is the exception in the sense that 
it has a wide vote base across all the class 
groups. Since the middle and the rich 
classes constitute a small section of the 
SCs (Table 1), there can be no doubt that 
the changed preference for the BSP, left 
or the RJD/JD is a marker of the assertion 
of the poor and deprived among them. 

As against the 10 per cent of the lower 
class SC votes going to the BJP. 22.75 per 
cent of the middle and upper cla.ss SCs 
preferred to vote for the BJP. Conversely, 
only 7.21 per cent of the SC voters be¬ 
longing to the middle and upper classes 
voted for the BSP. From among those 
claiming to vote for the BSP, 85.3 percent 
belonged to the lower classes. Similarly, 
83.6 per cent, 84.2 per cent, 73 jier cent 
and 90.1 per cent votes out of the total 
SC votes polled by the LF, the JD, the 
Congress and the regional parties respec¬ 
tively came from ic'wer classes among the 
dalits. In ca.se of the BJP, this figure is 
56.5 per cent. The BJP and the Congress 
accounted for 56.5 per cent of the middle 


TaBI.1-. .S- InUICLS Ol- lNri.UI:NCfc ON PaKIY PRkH:Rl-.NCfc (1998) 





Patty Preference 



Standard 

Deviation 

INC 

BJP 

JD/RJD 

LF 

BSP 

Others 

Afiewise 








Up 10 25 years 

90.18 

107 89 

106.24 

79.11 

147.60 

102 24 

2113 

26-.15 years 

100.07 

101.64 

98.26 

93 08 

89.74 

101.99 

4 98 

.16-45 years 

98.95 

97 41 

98.07 

IK) 18 

88 91 

102 40 

6.94 

46-55 yean. 

102.41 

97 90 

110.08 

121.97 

74 46 

93 019 

16 65 

56 years or above 

112.72 

91.47 

87 78 

10.5..50 

92 94 

96.31 

9,47 

Standard deviation 

8 08 

6.044 

8.61 

17.07 

28.21 

4.29 


Se xwise 








Male 

95 23 

109 33 

99.59 

89.98 

l(M).23 

99.68 

6.39 

Female 

104.99 

90 21 

100.41 

110.49 

99.76 

100.13 

6.''0 

Standard dcviaiion 

6.91 

11.50 

0.60 

14.50 

0.33 

0,46 


l.oralitvwise 








Rural 

98.21 

94.51 

no 66 

111.81 

104.41 

100 30 

6.93 

Urban 

105.6.1 

117 26 

66.47 

62.87 

86.06 

99.05 

21.79 

Standard deviation 

5.25 

16 08 

11.25 

.14.61 

12.99 

0.89 


TAWJib: Performanci- of BSP, 19% ano 1998 

Stale 


1996 



1998 



Seats Won 

Total Vole 

Scats Won 

Total Vote 




(Per Cent) 



(Percent) 

Punjab 

3 


8.96 


- 

12.65 

Madhya Pradesh 

2 


6.7.3 


- 


8.70 

Haryana 

- 


6.59 


1 


7.68 

Jammu and Kashmir 

- 


5.95 


- 


5.05 

Uttar Pradesh 

6 


20.16 


4 

20.90 

All India 

It 


1.8 


5 


4.68 
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and upper class SC votes. Another IS.I 
per cent SC votes in this class group are 
accounted for by those whodid not divulge 
their party preference. Interestingly, the 
upperclass belonging to the SCs resembles 
the upper class of the upper castes in terms 
of their voting preference. The election 
data also show that the lower class belong¬ 
ing to the upper castes voted relatively 
more in favour of the Congress, the Janata 
Dai and the Left parties. In this sense, the 
BJP may be termed as not only a party 
of the caste Hindus, but also as a party 
of the upper class cutting across ail caste 
groups. The poor SCs prefer parties known 
for taking up the cause of the weaker 
sections. Thus, there has been a two-di- 
rcctional shift in the SC votes - the poor 
SCs preferring for the broad left and the 
well-off SCs opting for the BJP and the 
Congress. 

This trend has serious implications for 
our understanding of ca.ste-class discourse. 
What arc factors behind the newly-found 
attraction among the upper middle and 
middle cla.ss SC voters towards the BJP? 
With further economic differentiation, 
what will be the future of the bahujan 
coalition of the SCs. STs, lower class 
Muslims and most backward and other 
backward castes? Is the question of iden¬ 
tity and self-respect adequately addressed 
by economic prosperity? Can this trend 
be explained by concepts like elite emu¬ 
lation and imitative reference group or 
should it be taken as simply a case of class 
tran.sccnding caste? These que.stions can¬ 
not be addressed properly by the election 
data alone. However, they require atten¬ 
tion of all researchers concerned. 

In the 1996 elections the BSP enjoyed 
greater probability of support amongst the 
youngest age group. This support base has 
since then enlarged (Table S). Similarly, 
amongst the supporters of the Left Front, 
the probability of support among the older 
age group has increased further. However, 
the most important change is that the lowest 
SD is observal in the ca.se of BJP, mean¬ 
ing that its support base is more evenly 
distributed among all the age groups than 
other parties. Ti II1996 this \» as the feature 
of the Congress. Another new feature is 
the high SD value in the age group of up 
to 25 years implying that this is the most 
unstable age gmup in deciding its party 
preference. The age group of 46-55 years 
comes next in exhibiting much volatility. 

As far as the influence of sex division 
on voting behaviour is concerned, the 
support of males and females is largely 
evenly distributed among parties as it was 
during 1996 (Table 5). However, the 
change is discerned in the support for the 


LF among females. It shows that more 
women arc likely to be influenced to 
support the party than men. The SD for 
the BJP has ri.sen because its influence 
among the male voters has gone up. 
Otherwise, the SD for all other parties 
have decreased indicating a trend of 
sexwisc homogenisation in the support 
base of the parties. 

As far as the rural-urban divide in vote 
ha.se is concerned, the urban voters still 
remain in a situation of ilux, though their 
instability has reduced considerably since 
1996. As far as parties are concerned, 
except for the RJD/JD. the SD has de¬ 
clined in case of all other parties. RJD/ 
JD seems to have cast further influence 
in rural areas while their influence amongst 
the urban voters has gone down. The LF 
has improved in its vote catching parb- 
ability in urban areas dramatically. How¬ 
ever, most remarkably, the BJP has im¬ 
proved its influence in rural areas though 
there is a decline in its influence over its 
traditional urban voters. To conclude, the 
indices based on the 1998 data show that 
the BJP is undergoing a transformation, 
and more and more acquiring the charac¬ 
teristics of the Congress, enjoying wider 
support base cutting across age, sex and 
locality. 

Tin- Rise of BSP 

The BSP's improved pciformance has 
been one of the remarkable features ot the 
1998 elections. This is a typical case ot 
the SC a.ssertion in electoral politics 
through a party which mainly has a ba.se 
among them. In 1996, 67.4 per cent and 
in 1998,60.6 per cent of the BSP’s votes 
came from the SCs. In the states of UP, 
Haryana, Madhya Pradesh and Punjab,the 
party performed exceedingly well. Par¬ 
ticularly in UP it performed exceptionally 
well, both in terms of the vote share and 
the number of .seats it won. The 1996 all- 
India election figures show that the BSP 
contested 20 f scats, won 11 seats and was 
able to get 3.8 per cent of the total valid 
votes. Of the 11 seats, the BSP won six 
seats in UP, three in Punjab and two in 
MP. Of these 11 .seats, only three belonged 
to reserved constituencies. Of the all-India 
SC votes the party’s share was 12.1 per 
cent. The EC’s data show that the party 
secured 20.16 per cent of total votes in 
UP. There were 52 scats in the state where 
the party polled more than 1.00,(K)0 votes. 
The party stood second in 17 seats and 
secured more than 20 per cent of total 
polled votes in 46 seats. 

THe BSP’s vote share has shown .steady 
increase. In the 1985 assembly elections 
the party got 4 per cent of total vo'cs which 


rose to 9.4 per cent of total votes in the 
1989 assembly elections, 9.9 per cent in 
the 1991 LokSabha elections and 10.8 per 
cent in the 1993 assembly elections.^ 
During the 1998 elections, the party per¬ 
formed even better in terms of percentage 
of votes it secured, though in terms of 
seats, it lost considerably. It contested 249 
seats, won 5 and secured 4.68 per cent of 
total valid votes. 

The BSP’s vote share increased in all 
the four states, namely, LiP, Punjab, MP 
and Haryana where the parly is known to 
have a .strong ba.se (Table 6). It secured 
more than one lakh votes in three constitu¬ 
encies in Haryana, nine constituencies in 
MP, four constituencies in Punjab and 66 
constituencies in UP. The party polled 
more than 21) per cent votes in as many 
as two constituencies in Haryana, six in 
MP. 43 in UP, and more than 40 per cent 
votes in all the four constituencies of the 
Punjab it contested. 

The BSP has emerged strong in stales 
where there is sizeable concentration of 
SC population. According to the 1991 
Census, the SCs constitute 21.05 per cent 
of the UP population, 28.31 per cent of 
Punjab population. 14.5 per cent of MP 
population. 19.75 per cent of Haryana 
population. Alt India average of SC popu¬ 
lation to the total population is 16.48 per 
cent. Othcrstales with SC population above 
the all India average are HP (25.3 per 
cent), Rajasthan (17.3 per cent), Tamil 
Nadu (19.2 percent). West Bengal (23.6 
per cent) and Delhi (19.1 per cent). In the 
first two states Congress has a comfortable 
hold over SC votes. In the next two stales 
rospeclively the DMK-TMC alliance and 
the CPl(M) enjoy a stronghold. In Delhi, 
the Congress and the BJP are contending 
for the SC voles. The BSP is nowhere in 
the picture in these states. Bihar, Andhra 
Pradesh. Orissa, Tripura. Karnataka arc 
the stales where the SC population is near 
to the all India average. In these .states too 
the BSP has no foothold. But importantly, 
in contrast to 1996. for the first time in 
1998, the BSP succeeded in attracting 
backward caste votes. For example, in UP. 
ilespiic decline in its SC vote share, the 
BSP’s total vote share increased because 
of additional backward caste voles ca.st in 
its 1 avour. One possible explanation is that 
the number of SC candidates fielded by 
the BSP in 1998 has come down while 
the share of its backward caste candidates 
grew. 

Daiit assertion in party politics and 
governance through their own party is not 
•I new phenomenon. The Jatavs in the 
Agra region keenly followed the debate 
of dalit emancipation between Gandhi and 
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Ainbedkar. In 1944-45, they formed the 
Scheduled Casics Federation (SCF) of 
Agra which was linked to the All India 
SC Federation. Till the formation of the 
RPI in 195S, the dalit politics in UP kept 
swinging between the accommodative 
policies of the Congress and the radical 
politics of the SCF. These two tendencies 
of integration and separatism were to 
remain in the SC movement in the post¬ 
colonial India (Pai forthcoming]. The RPI 
phu.se lasted merely a decade. The RPI’s 
influence was confined to UP and Maha¬ 
rashtra. The party won three parliamen¬ 
tary seats and eight assembly seats in UP 
in the 1962 general elections. Its perfor¬ 
mance was marginal ly better in 1967 when 
it won 10 assembly scats. After winning 
only two as.semhly .seats in the 1969 elec¬ 
tion, the RPI finally declined to a non¬ 
entity in the .subsequent elections. The 
1970s is described by Sudha Pai as “a 
phase of integration and a hiatus between 
two periods of separatist political activity 
by the SCs in UP" fPai forthcoming]. The 
Congress was able to co-opt both of them. 

However, the B,SP's emergence in the 
1980s and the 1990s as a force to reckon 
with in the four north Indian states has its 
causality in the altered political context 
and the changes in the SC community 
itself. The steady decline of the Congre.ss, 
which earlier used to more or less repre¬ 
sent the majority of the SCs all over the 
country, created a political vacuum. This 
space has not been occupied by the BJP 
as it is dominated by the twice-born castes. 
Precisely because of this the SCs' party 
preference isquitedispersed among ditfer- 
ent parties. Tliis may true of some other 
marginalised social groups also, which 
probably explains the presence of not less 
than 30 parties in the 11 th Lok Sabha. 

It is necessary to dispel the commonly 
held belief that the BSP has a powerful 
electoral appeal among the urban edu¬ 
cated middle class of the SCs. The figures 
on voters’ background in UP for 1996 
reveal that the BSP draws 62.7 per cent 
of its votes from ion-lettered voters though 
they constitute only 44.8 per cent of the 
total sample of respondents, lire next large 
share in BSP votes belongs to voters having 
secondary education. They constitute 27.4 
percent of total BSP voters. Voters, having 
completed graduation or above, constitute 
only 2 per cent of BSP voters though their 
representation in the sample is 5.6 per 
cent. In fact, only 6.3 per cent of the 
graduates preferred to vote tor the BSP 
whereas this Figure is as high as 51.3 per 
cent for the BJP. This finding proves that 
education has no direct connection to 
political consciousness. The assertion of 


dalit identity in politics is essentially the 
assertion of non-lettcred but politically 
conscious dalits. 

Occupationally, the BSP’s voters are 
mainly unskilled workers, agricultural and 
allied workers, artisans, and small and 
marginal farmers. Persons engaged in 
business and white-collar jobs constitute 
only 2.6and 1.6percentoftheBSPvoters, 
respectively. The all India figures al.so 
resemble the trends observed in UP. For 
example, the all India figures reveal that 
85.3 per cent of the BSP’s votes come 
from the lower classes. Table 4 also sug¬ 
gests that the BSP is primarily a party of 
the rural poor. 

The other party known for mostly rep¬ 
resenting the SCs is the Republican Party 
of India (RPI). In the 1996 parliamentary 
elections, the party emerged as the obvi¬ 
ous choice of the SC voters wherever it 
contested elections in Maharashtra. 
Though the party failed to win a single 
scat, of the 11 scats it contested in the state, 
its vote share has been more than 20 per 
cent in five scats (the highest being 33.19 
per cent in Akola constituency) and be¬ 
tween 10 and 20 per cent of the polled 
votes in four other constituencies. The 
party polled more than 2 lakhs of votes 
in two constituencies (The Election Com¬ 
mission of India, 1996). But after entering 
into alliance with the Congicss in the 1998 
elections, the RPI won all the four .seats 
it contested in Maharashtra. Its vote share 
in these constituencies ranged between 
47-50 per cent. The Peasants and Workers 
Party of India (PWP) won the Kolaba seat 
in the coastal Konkan region of the .state 


by securing about 33 per cent of the total 
votes. However, in the case of Maha¬ 
rashtra. it should be remembered that 
dalits constitute only 11.09 per cent of the 
total population, making it imperative for 
any party to form a broader social and 
political coalition to succeed in the elec¬ 
toral fray. 

Legitimacy of Politicai. Systf.m: 

The sc Voter’s Viewpoint 

Undoubtedly, what we observe today is 
a sharpening of political consciousness 
amongst the scheduled castes. Their par¬ 
ticipation in numerous movements sug¬ 
gests that their political vision is not 
restricted to electoral politics alone. In 
states like Bihar, Andhra Pradesh and parts 
of Maharashtra, Orissa and Madhya 
Pradesh, they have rallied behind the 
agrarian movement, the so-called ‘Naxalite 
movement’. This movement has gained 
ground in a few other states also. In states 
like Gujarat and Maharashtra and at 
many places in other .states, Ambedkarite 
organisations have become popular tools 
for the dalits to get organised. The left 
parties like the CPI(M), CPI, RSP, FB and 
the SUCl have succeeded in organising 
them in their mass organisations, particu¬ 
larly in the states of West Bengal, Kerala 
and Tripura, and parts of Assam, Andhra 
Pradesh and Tamil Nadu. The SCs work¬ 
ing in the organised .sector indu.stries have 
been unionised by the trade unions. Though 
still i large segment of them, particularly 
in rural areas, remain unorganised and 
also suffer from inten.se internal divisions, 
the process of organisation, protest, mass 
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movement, and as a result, politicisation, 
is spreading. Above all, during the 1996 
parliamentary elections the dalits were 
able to make remarkable electoral gains. 
This brings us to a situation where the SCs 
seem to be trying to reconcile two differ¬ 
ent approaches to political struggles - the 
parliamentary politics through elections 
and the politics of active opposition 
through various non-parliamentaiy means. 
This evokes both hopes and apprehen¬ 
sions regarding the credibility of the 
political institutions of Indian democracy. 
In this section I examine the pciception 
of SC voters regarding the legitimacy of 
the political system which helps us under¬ 
stand why the recent political movements 
of the SCs lend to take the route of elec¬ 
toral politics and in the process reflect a 
justification for the political system. 

The figures of both the election surveys 
clearly show the absence of any substan¬ 
tial difference between the SCs and the 
upper castes regarding their opinion about 
the efficacy^ of their vote. About 60 per 
cent of the SCs and 62 percent of the upper 
ca.ste respondents expressed faith in the 
power of their vote. In terms of class, the 
figures were, by and large, the same. The 
.second important indicator of legitimacy 
of the system is the credibility of elections 
thcm.scives. A sizeable proportion - 45.4 
per cent of the SCs and 51.3 per cent of 
the upper castes - in 1996 expressed their 
faith in the usefulness of elections. The 
figures remain more or less the same in 
1998. Classwisc, 53.1 per cent of the SCs 
and 56.9 per cent of the upper ca.stes 
belonging to upper and middle class, 
described elections as u.seful. The corre¬ 
sponding figures lor the tower class in 
accordame to their respective caste groups 
are 43 per cent and 43.6 per cent. How¬ 
ever, it is noteworthy that despite rela¬ 
tively high percentage of voting and 
moderate faith in the efficacy of vote, 
elections are yet to become the choi-'e of 
the overwhelming majority as far as arti¬ 
culation of their political cxcrci.se is con¬ 
cerned. This may have resulted because 
of the persisting problems with the elec¬ 
tion system, like lack of choice for good 
candidates, absence of an} accountability 
of theelected candidates, misuse oi money 
and muscle power, etc. 

Another indicator is the usefulness of 
parties in the perception of the voters. 
Political parties are the agencies for rep¬ 
resenting the electorate in power politics 
where public policies are determined. They 
provide the link between the civil society 
and the state. The quest for popular mandate 
casts onus upon the parties to influence 
the voter by articulating the issues and 


demands of people's concern. It rather 
compels them to address all the available 
social cleavages and institutions. Signifi¬ 
cantly, only 41.4 per cent of the SC re¬ 
spondents accepted the usefulness of 
political parties in making government 
pay attention to them as against 46.9 per 
cent of the upper caste people. The re¬ 
sponse in 1998 was no different. Data 
reveal that those respondents coming from 
the upper and middle class background 
and expressing confidence in the useful¬ 
ness of political parties happen to be 48.9 
per cent from the SCs and 51.8 per cent 
from the upper castes. This is farmore than 
the confidence level of their respective 
lower class respondents which is found to 
be 39.1 per cent and 39.9 per cent, respec¬ 
tively. During both the surveys, only 17 
percent of the SC voters confirmed meeting 
any political leader; only 20 per cent of 
them accepted knowing any leader per¬ 
sonally. Figures in this respect are more 
or less similar for the upper castes, except 
that in 1998, 26.7 per cent of them ac¬ 
knowledged knowing any leader person¬ 
ally. When asked to respond to whether 
any political party cared for the interests 
of their caste group only 21.8 per cent of 
SC respondents and 18.1 per cent of upper 
castes respemded in the affirmative in 1996. 
The.se figures were marginally better in 
favour of the SCs in 1998 as 24.4 per cent 
of them responded in positive compared 
to 15.8 per cent of the upper ca.ste respon¬ 
dents. A similar response was noticed when 
an overwhelming majority (about 65 per 
cent) of both the ca.stes rc.sponded in tne 
negative during both the election surveys 
when queried about the party thev felt 
close to. The upper and middle class are 
found better placed than the lower class 
in these respects. 

Thus, the CSDS data reveal that the 
legitimacy of the political parties is much 
lower than the legitimacy of the system 
in general. The National Election Survey 
Report of the CSDS (1996) puts it as a 
typical example of high legitiimsation of 
the system and low legitimisation of the 
actors (Singh 1996]. A contrast to this is 
to be noticed in the viewpoint of both 
scholars and political leaders in the 1950s 
and early 1960s who presumed the legiti¬ 
macy of the new institutions as largely 
depending on the legitimacy of the panics 
themselves (Brass 1985:209]. One reason 
for distrust in political parties may be that. 
a la Max Weber, “the party is alive only 
during election periods. The parliamen¬ 
tary delegates and the parliamentary party 
leaders know to which local notables one 
turns if a political action seems desirable.” 
We are also faced with a situation where 


the upper class voters tend to participate 
less in direct political activities but have 
developed powerlul stakes in the system. 
It points towards the continuing elitisation 
of Indian politics. The message is loud and 
clear to the political parties; they cannot 
take the present support of the SCs for 
granted. Low level of trust in the parties 
may lead them to chance further changes 
in party prcfcrence. 

However. when the question, 'suppose 
there were no parties or as.scmhlies and 
elections were not held, do you think that 
the government in this country can be run 
better?’ was posed, an impressive 68.8 per 
cent of the respondents cutting across caste 
lines in 1996 answered in negative whereas 
this figure stood at 43.4 per cent in 1971 
(CSDS data unit, Delhi]. Although no 
baseline is available, it can be safely 
presumed that the increase in percentage 
mainly comes from the weaker sections 
of the society, namely, the SCs, STs and 
the OBCs. Still, 74 per cent of the upper 
caste respondents approved this system as 
against 67.3 per cent of the SCs. The 
response remained almost the same during 
the 1998 elections. This finding is impor¬ 
tant to resolve the conflicting responses 
we observed with respect to the legitimacy 
of the different political agencies and 
institutions. Tbis goes to show that despite 
being dissatisfied with diff erent agencies 
of the system, the SCs discern no clear 
alternative to the multi-party parliamen¬ 
tary democracy. This gives them an added 
impetus to assert themselves as a political 
bloc in the electoral arena. On the whole, 
the Indian political system enjoys mod¬ 
erate legitimacy among the SC electorate, 
deriving legitimacy largely from the upp’r 
and middle classes than from the lower 
stratum. Ncverthelcs-, its legitimacy 
among the lower cartes has been increas¬ 
ing. This perhaps partly explains the rea¬ 
son why the SCs arc thronging the elec¬ 
toral booths as never before. 

Conclusions 

There is an effort on the part of the SCs 
to carve out a distinctive political niche, 
indeed an identity, insofar as their voting 
behaviour is concerned. Recent efforts of 
the SCs to assert in the electoral politics 
show (heirconcem to gain political strength 
in order to occupy political and economic 
space. To them political power may also 
work as a source of enhancing social 
status. However, any effort by the SCs to 
•assert politically is bound to face stiff 
opposition - physical as well as political, 
liic SCs in response to these hindrances 
seem to have adopted multi-dimensional 
strategies which range from social mca- 
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sures. like getting educated, to getting 
organised lor both electoral as well as 
non-cicctoral buttles. Recent efforts by 
theSCs to put their firm signature on 
electoral outcomes emerge as a culmina¬ 
tion of their consistent struggle and col¬ 
lective strength. 

There is u definite pattern in the party 
preference of the SCs who have gradually 
.shifted from the Congress and opted for 
alternatives whereverthey could find them. 
This change in allegiance is more guided 
by the .secular concern to assert in the 
power structure in order to gain benefits 
that may accrue from it, than by mere 
parochial interests. This has led them to 
search for alternatives as they arc no longer 
prepared to accept the role ot a passive 
voter-supporter in the overall environ¬ 
ment of subjugation and subordination. 
They have realised that the Congress 
Party has politically nothing to offer be¬ 
yond the traditional loaves of rhetoric. At 
the same time, they arc tactful enough not 
to opt for any party irrationally or indis¬ 
criminately. They arc not intransigent 
either. 

Exercise of voting right and its effective 
application to strengthen exclusively SC- 
based parties like the BSP, and the left and 
the left-of-the (.cnire parties have been 
major highlights of their political rise. 
Internal cleavages within the SCs arc 
largely manifested in terms of growing 
class differentiation within them. How¬ 
ever, both the lower and the upper classes 
of the SCs are in the process of change 
so far as their party preferences go, with 
the former mostly inclining to the left and 
the latter to the rightist BJP. 

Political institutions of Indian democ¬ 
racy seem to enjoy the support of the 
SCs but the political actors stand more or 
less di.scredilcd. This is an alarming signal 
for. the political parties for they cannot 
afford to take the present overwhelming 
support of the SCs for granted. They will 
have to show genuine concern for the 
issues of the SCs lest the SCs may find 
the non-pariiamentary path of struggle 
more rewarding than the electoral 
battles. 

Notes 

[This paper 1 $ based on the 1996 and 1998 national 
election surveys (NE.S) conducted by the Centre 
tor the Study of Developing Societies (CSDS). 
The author is thankful to the CSDS fur allowing 
him to use the NES data. This study was sponsored 
by the Centre for Social Studies, Surat The 
author is thankful to Ghanshyam Shah, Jean 
Dieec. Prathma Banerii and Robert S Jenkins for 
their comments on the earlier drafts of the paper. 
The author also acknowledges the support and 
a.ssistanceof V B Singh, Sanjay Kumar, Himanshu 


Bhattacharya. Arun Kumar. Anup Kumar Karan 
and Pankaj Nailhani at various stages of the 
study J 

I A very high percentage of 87.3 per cent overall 
voter t umout was reported in the CSDS sample 
as against the actual figure of S7.9 per cent. 
The CSDS Report (Report of the National 
Election Survey, 1996 submitted by the CSDS 
to the Indian Council of Social Science 
Research) clarifies this gap as follows “Since 
voting IS generally considered an act of 
rB.sponsive citizenry, there is a tendency of 
slight over-reporting in all such surveys. 
However, a wide gap of about .30 per cent in 
the present survey can be explained largely 
by two factors One. span of survey period in 
a given locality was restricted to about 30 
hours only including the night falling in 
between the two days. Therefore, only those 
present during this period barring refusals were 
interviewed. The people thus interviewed 
distinguish iheinselves os generally present in 
the locality and thus more likely to vote than 
others Fully aware of this problem the 
interviewers were asked to ascertain, at least, 
voting-non-voiing information about not 
interviewed respondents as well. Interestingly, 
only 36.9 per cent of the not interviewed 
respondents were found to have voted This 
brings down the turnout figure from 87 3 per 
cent to 70.6 per cent. Finally, as by-product 
of this survey we came to know that its much 
as 12 7 per cent names in the' voter list were 
non-eligible voters. That is, either they were 
dead, permanently migrated, working and 
residing far away from their native place or 


were untraceable to the extent that they could 
be characterised as ghost voters. If these non- 
eligible voters too are excluded from the 
potential list of voters the actual turnout figure 
goes up from .37.9 per cent to 66.2 per cent 
which is very close to survey revised figure 
of 70.6 per cent.” 

2 Data released by the Section Commission of 
India on the respective elections. 

3 This concept was first well developed by 
election analysts at the Survey Research Centre 
at the University of Michigan in the form of 
a scale of political efficacy, and subsequently 
applied in electoral research in many countries. 
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DISCUSSION 


Dialectics of Caste and Casteism 

C P Bhambhri 


POLITICAL parties and intellectuals of 
every theoretical and ideological persua¬ 
sion have to grapple with the changing 
dynamics of Indian caste system and Javeed 
Alam in his 7 j Caste Appeal Casteism? 
Oppressed Castes in Politics' in EPW 
(March 27-ApriI 2) has extended the fron¬ 
tiers of intellectual discourse on ‘caste* by 
suggesting that “a few positive things in 
the politics of the oppressed communities/ 
castes” have been ignored by a section of 
the middle class intelligentsia. Javeed in 
his presentation has maintained that under 
the impact of very powerful process of 
ongoing changes in the Indian society, the 
oppressed castes “have become a commu¬ 
nity in every sense of the term” (p 759). 
Javeed suggests that the oppreissed castes 
arc in search forequality and in the process 
(hey are least concerned with Hindu ritual 
system and “it is the upper castes of ‘dwijas’ 
who still refer to themselves as brahmins 
or thakurs” while the oppressed ca.stes 
may be using Hindu symbols for 
‘mobilisation for power’; otherwise as 
newly ‘emergent communities in India' 
the oppres.sed arc fighting for equality in 
society. 

Our understanding about caste in Indian 
society is that changes within the caste 
hierarchy cannot be properly appreciated 
without situating all ca.stc.s and subcastes 
in the overall ideological umbrellaof Hindu 
religion. Every caste and subcastc and 
Hindu religion of every variety are inte¬ 
grally interlinked and interrelated and if 
Javecd’s claim that the oppressed ca.stcs 
have ‘become a community in every sense 
of the term’ has to be accepted, a few more 
questions will have to be asked and an¬ 
swered for understanding the inner dy¬ 
namics of changes within the Indian caste 
.system. Karl Marx had alerted us in his 
German Ideology and Contribution to the 
Critique of Political Economy that social 
ideologies do not hang in the air and they 
are powerbilly linked with the material 
foundations of a society. “It is not the 
human consciousness that determines the 
being but social being that determines the 
human consciousness”, is an apt approach 
to study caste in India Caste is an ideo¬ 
logical superstructural arrangement of 
Hindu society and caste has been used as 
an instrument for the ‘extraction and 
appropriation of surplus value’ in Indian 


agrarian social structure. Caste is both an 
ideological superstructure of Hinduism 
and it is also an integral part of the “.social 
base of material arrangements of ‘cellular’ 
kind of caste organisations evolved by 
Hindu .social and economic order which 
has been inherited by us even during the 
phase of ‘capitalist development of post- 
independent India’. Our major submis¬ 
sion for the consideration of scholars 
studying recent developments within the 
oppressed castes is that Hinduism of every 
variety is very much in existence as a 
reference point of the worldview of the 
oppressed castes. A few facts may be 
mentioned to substantiate the statement 
that the post-Mundal developments of the 
1990s have in no way transformed the 
Hindu religious worldview of the dalil 
castes. P VRamaswamy Naicker launched 
a big renaissance movement against 
brahminical Hindu ritualised religion and 
achieved a lot of success in liberating the 
oppres.sed castes in Tamil Nadu from the 
ideological control of Hindu religion. The 
Dravidian parties in the 1990s are moving 
away from the anti-brahminical move¬ 
ment of Ramaswami Naicker towards 
collecting money for a temple renovation 
fund. It is not only Jay alalitha who is busy 
promoting the training of priests in Vedic 
knowledge. K Karunanidhi had to pub¬ 
licly rebuke one of his own ministers who 
was found performing traditional Hindu 
rituals in his house. The Dravidian ide¬ 
ology of anti-brahminical Hinduism has 
witnessed a great reversal in the 1990s and 
Tamil Nadu is witnessing a great revival 
of Sanskriticbrahminical Hinduism. While 
the 2Uth century Dravidians ofTamil Nadu 
and the oppressed castes of Maharashtra 
witnessed social and intellectual renais¬ 
sance and reform movements, the op¬ 
pressed castes ot Bihar, Uttar Pradesh and 
other north Indian states did not have any 
powerful movement which critiqued 
brahminical Hinduism. The consequences 
have been that the oppre.sscd ca.stes even 
in the process of democratic political 
change continue to remain under the in- 
fluenceof Hindu prie.stsand practise Hindu 
caste rituals as specified for each jati and 
upjati.lndiahaswimesscdduringthe 1990s 
a simultaneous growth of dalit assertion 
and consciousness and also a revival of 
ritualised Hindu religion which is openly 


practised by every caste and subcastc in 
the villages, small towns and cities of 
north India and the oppressed castes re¬ 
main part of Hindu religious system even 
at the close of the 20th century. A demand 
for the appointment of dalit priests for 
Hindu temples by dalit organisations and 
their leaders substantiates the argument 
that temple-boycott is not the agenda of 
the oppressed castes but temple entry is 
still a part of their struggles in many parts 
of thecountry. Valmiki Ramayan, Valmiki 
temple or worship of Krishna by the 
yadavas or other Hindu gods and goddess 
preferred by dalits is an integral part of 
the agenda of dalit castes. Dalits are es¬ 
tablishing their own distinct ‘casteist’ 
identity on the basis of their di.stinct re¬ 
ligious and cultural symbols based on the 
umbrella religious system known as Hin¬ 
duism. It is not frivolous when tallest 
leaders ol the oppressed dalit castes com¬ 
pete with the leaders of the hindutva forces 
for placating the Hindu gods and god- 
dcs.se.s during their visits to reach their 
voters. ‘Jai Sri Ram’ of the hindutva forces 
is countered by ‘Jai Sri Krishna’ of the 
dalit leaders. 'Phe 1990s have witnessed 
a simultaneous growth of the distinct social 
consciou.sncss of the dalits along with the 
new caste and community religious a.s.scr- 
tions of the whole Hindu hierarchy. The 
development of this ‘dual’ and interre¬ 
lated phenomenon of assertion of dalit 
identity and assertion of Hindu religio- 
casteist identities during the 1990.s has to 
be examined dialectically becau.se the 
positive developments of dalit conscious¬ 
ness have been negated by the emergence 
of the icnewed appeal .if Hinduism to 
every caste group in India. It will be very 
simplistic to maintain that brahminical 
Hinduism as an ideology of the ruling 
castes is threatened by the dalit commu¬ 
nities which arc searching for social equal¬ 
ity. The subaltern ca.stes, by and large, are 
fully integrated in the Hindu religious 
worldview which provides and justifies 
t!ie ideology of casteism. The new dalit 
castes arc telicvers and practitioners of 
casteism while dealing with various levels 
of dalit caste formations and the sanction 
behind dalit casteism lies in Hindu plethora 
of gods and goddesses and priestly classes. 
Different dalit castes have different Hindu 
rituals which they practise in their family 
and gioup celebrations of birth and mar¬ 
riage. In the process dalit subca.stes main¬ 
tain social and ritualistic distance from 
other dalit subcastes on the basis of higher/ 
lower scale within the dalits. The upshot 
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of above discussion is that Hinduism of 
any variety docs not accept the principle 
of human cijualily even at an abstract level 
and this provides a sanction for the ideo¬ 
logical basis lor caste system. Since the 
dalits continue to be part of Hindu reli¬ 
gious belief system, they practise the 
ideology ol caste versus other castes and 
in the process dalit casleism has emerged 
in a big way. Otherwise one cannot ex¬ 
plain the fundamental antagonism between 
Bahujan Samaj Party leaders like Kanshi 
Ram and Mayawati and the yadav social¬ 
ist leaders like Mulayam Singh and Laloo 
Prasad Singh. Fragmentations among dalit 
ca.stes have to be brought in whi Ic analysing 
thcdynamics ot changes within dalit castes 
and by ignoring this phenomenon, we will 
miss many important dimensions of the 
study of caste complexities in India. A 
phenomenon of new oppressor castes 
among the dalits has been observed while 
studying the politics of the backward caste 
middle pea.santry in India. An antaguni.stic 
contradiction exists between the land¬ 
owning dalits (backwards) and the land¬ 
less agricultural workers and marginal 
farmers who arc al.so dalits. Dalit's op¬ 
pression of dalit is a social reality based 
on the objective economic relations pre¬ 
vailing in agrarian India. It is not without 
reason that the messiah of dalits like Laloo 
Prasad Yadav or Mulayam Singh Yadav 
like their high caste brahmin/thakur 
precedessors have not undertaken any land 
refonns during the 1 ‘>y0.s and the real dalit 
is also not a beneficiary of reservations 
in public services as implemented on the 
basis of Mandal Commission recommen¬ 
dations. This signiricant development of 
the 1990s is continuing social fragmen¬ 
tation of the daltts and the real dalits are 
witnessing oppression by the landowning 
dalit ca.stcs along with the oppression of 
the traditional landowning castes whose 
power IS declining bcca'isc of the peculiar 
land reforms undertaken by the various 
state governments in India. Hence oppres¬ 
sion and more oppression is the real social 
situation of the absolute majority ol real 
dalits who arc cither landless agricultural 
workers or marginal farmers. 

If dalit and oppressed castes arc becom¬ 
ing 'communities’ and new progressive 
.social coalitions arc emerging as main¬ 
tained by Javccd. the essence of these 
social changes could also be captured by 
bnnging in the role of vanguard organ¬ 
isations, parties and leaders of the dalit 
castes. Marx and Lenin have alerted us 
about the role of parties of the proletariat 
in raising the level of working class con¬ 
sciousness in the process of class struggles 
and the famous statement of Lenin that 


trade unions are the school of socialism 
for the proletariat deserves to be kept in 
mind. What is the type of leadership of 
dalit patties and movements in India and 
what kind of struggles have they launched 
to raise the level of consciousness of the 
dalit castes? V P Singh as.a leader of the 
faction of exploiting classes and castes in 
his factional fights against some other 
factions of the dominant classes and 
castes implemented Mandal Commission 
recommendations for reservation of 
public services for the dalits in April 1990. 
It is a well known fact of bourgeois 
praxis of politics that factions of the ruling 
class leadership fight populist battles 
again.st other factions of ruling classes 
e.spccially in a situation when revolution¬ 
ary politics of the peasant and workers is 
not present on the national social agenda. 
The impact of V P Singh in Mandal politics 
was that the elite of the upwardly mobile 
dalit castes became very active because 
they were the bencnciarics of the new 
reservation politics for the backward castes. 
Similarly, the Bahujan Samaj leadership 
of Kanshi Ram and Mayavati mobilised 
the other backward-dalit castes who felt 
very protected under their party and the 
Anti-Atrocities Law waseffectively imple¬ 
mented under the Bahujan Samaj leader¬ 
ship. 

This is the track record of dalit politics 
of the l99Us. Caste versus caste mobi¬ 
lisation has made Indian society extremely 
caste conscious. Dalit oppressors and 
dalit oppre.s.sed are involved in bitter 
struggles in rural India, such as thevars 
of Tamil Nadu, or jats of western Uttar 
Pradesh are exercising their dalit political 
power against theirantagonistic dalit .social 
castes of the landless agricultural workers 
and marginal farmers. The Ranbir Sena of 
the high caste oppressors in Bihar cannot 
successfully liquidate the real dalits with¬ 
out some linkage with Laloo Prasad Yadav/ 
Rabri Devi state government of Bihar 
which has been in power in the 1990s. 
Social antagonisms in India are perceived 
through caste consciousness and struggles 
to settle social antagonisms are launched 
by caste mobilisation. Caste remains a 
reference point of stv:ial power, depriva- 
tioas', grievan e$ and in the process caste 
relations get strengthened and solidified, 
and in this process caste gets converted 
into pure castcism. This is the reality of 
contemporary India and dalit leaders and 
ideologues have presented caste as a 
dominant factor of privileges and depri¬ 
vation and the ongoing caste struggles 
have strengthened caste feelings and iden¬ 
tities. Further, Hindu religion has pm- 
vided a holdall platform to all the dalit 


castes to operate in the overall structure 
of inegalitarian-ritualised Hindu belief 
system. 

If one were not to fall in the trap of 
‘Philosopher Karl Popper’s piecemeal 
social engineering strategy’ or sociologist 
Talcott Parsons’ theory that 'social change 
is an ongoing process’ and human history 
has not witnessed any Hobbesian war of 
all against all, the task of Marxist social 
science is to relate the struggles of the 
oppressed castes in the framework of the 
nature of social and economic antago¬ 
nisms of rural India. The material foun¬ 
dations of social antagonism in rural India 
arc linked with the land question and the 
numerous dalit ca.stes are fragmented in 
their relationships on the basis of owner¬ 
ship or absence of ownership of land. Dalit 
castes involved in the process of extrac¬ 
tion and appropriation of surplus value on 
the basis of ownership of land are in an 
antagonistic relationship with those who 
work on land lor their livelihood. Caste 
as an ideology is primarily linked with 
iondownership and Hinduism sanctiFies 
this ideology of caste domination and op¬ 
pression. During the 1990s new dalit as¬ 
sertions have emerged in India and they 
deserve to be welcomed becau.se it is a step 
forward in social change. It is quite hasty 
to jump at conclusions without seriously 
examining the relationships of dalit ide¬ 
ology, Hindu religious revival and dalit 
versus dalit oppressions on the basis of 
social antagonisms prevalent among the 
dalit caste groups. Caste in India operates 
as casteism because social antagonisms, 
both horizontal and vertical, are perceived 
and internalised on the basis of specific 
castes or groups involved in various 
struggles in society. 

Caste continues to be sustained at an 
ideological level by Hinduism and at a 
material level by the prevailing land re¬ 
lations in agrarian India and caste has no 
potential for a socially progressive role 
unless its sustaining structures are coni- 
pletely weakened and broken. This is the 
essence of survival of caste in different 
reincarnations. 


Correction 

The article 'Bducational Imbalance, in 
India: Transition from School to College’ 
by Amrik Singh was based on the author’s 
lecture to the Assam Higher Secondaiy 
Education Council and not the Assam 
Higher Education Council as printed. The 
error is regretted. 

-Ed. 
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_ United Nations 

CALL FOR PROPOSALS Population Fund 

The United Nation Population Fund (UNFPA) as part of its Fifth Country Programme of assistance with the Government of India, is 
supporting research studies in Population and Development under project IND/99/P12 - Policy and Programme Research in Population 
and Development in India. 

1. Urbanisation forecasts at national, state and district levels: Proposals should consider modeling which links economic growth 
and urbanisation. National and state-level forecasts are required; the possibility of district or sub-state level forecasts may also be 
proposed. The research would be based on secondary data and modeling and would require expertise in economics, especially modeling, 
and demography. 

2. Population & Environment: The primary focus here is on the impact of population growth on water supply. This would involve first 
an assessment at the macro-level, for states and regions of the country, which could be done using secondary data. However, to 
understand the implications at the micro level, for Villages, households and women, primary data may need to be collected. The project 
would require the involvement of scientists familiar with water resources, demography, and survey and anthropological methodology 
and may well require an interdisciplinary approach. 

3. Sex ratio, sex selective abortions: The observed imbalance in the sex ratio in India could be attributable to sex ratio at birth and 
sex differences in age-specific death rates which are influenced by sex-selective abortions, infanticide and neglect. There is a need 
to make a detailed demographic assessment of sex composition by age to assess possible distortions caused by sex-selective mis- 
reporting and omission. A quantitative assessment of extent of foeticide and infanticide and their impact on sex ratios at birth and 
population can follow. Anthropological studies or focus-group discussions in areas known to have sex-selective foeticide or infanticide 
may be helpful. The project would involve detailed analysis of secondary data, records and micro-research. Expertise in technical 
demography, micro-research and familiarity with recording systems is essential. 

4. Consequences of fertility decline: Recent studies have demonstrated how fertility declines benefited the economies of east and 
South East Asia. A similar approach could be used to estimate the impact of the slowing of the growth rates in certain Indian states 
such as Kerala. Goa and Tamil Nadu. This research might also use modeling to estimate quantum benefits of lower maternal and 
infant mortality, lower levels of unwanted pregnancy and child birth and fewer unsafe abortions. An economist or a population economist 
or economist-demographer team should conduct the research. 

5. Cost-benefit Analysis of Population Programmes: When a programme provides comprehensive services as the Indian health and 
population programme does, a birth prevented saves further programme costs in related areas. For instance a Mexican study has 
estimated such savings using data on costs from health insurance programmes. For India, such data on unit costs of maternal and 
infant health care are not readily available although some recent surveys give some data on expenditures on health care. Thus the 
research could make use of the available secondary data and collect some additional data on costs. The project would require expertise 
in health economics and demography. 

6. Role of Panchayats: A survey of panchayats would provide information on composition, finances, achisvements and whether women 
and weaker sections are adequately represented. A sample of few panchayats can be taken up for detailed study. Such a study can 
also answer the question of ability of panchayats to raise funds to provide quality services. The involvement of panchayats in the 
health and population programmes is in varying degrees in different states. Therefore a cross section of two or three states representing 
the differing degree of involvement may be selected for the study. Researchers with experience in public administration and development 
issues may be involved in the project. 

7. Sexual Behaviour of Rural Population; Health and population surveys rarely include a component on sexual behaviour because 
of apprehension of refusals to questions that may be sensitive or embarrassing. Hence, there is a need to adopt other methodologies. 
Social anthropological approaches in-depth interviews and focus-group discussions may be more appropriate techniques to gather 
such data. Naturally, this would mean that only a few sections of the population could be covered. A medical anthropologist or a 
team of demographer-social anthropologist would be needed to undertake this study. 

Institutions interested in the project may send a preliminary proposal, not exceeding three pages, stating the name(s) of Principal 
Investigator(s), institutional affiliations, the study topic, issues to be researched, conceptual framework, research methodology, data 
requirements and data sources, time frame and the budget estimate. Proposals in the range of Rs 15-30 lakhs are being sought. Brief 
bio-data of the principal investigators need to be appended. 

An expert team will screen proposals received. If short listed, a detailed proposal would be requested later. Collaborative research is 
encouraged. Total duration of the project should not exceed 24 months. 

The preliminary proposals with all attachments need to be sent on or bofon Soptembor 30, 1999. 

UNFPA - Research Programme 

UNFPA Or lndia@unfpa.org.in 

55, Lodhi Estate, New Delhi-110003 
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Inside Indian Democracy 

The processes around democracy in India have detached themselves from 
the infirmities surrounding democracy itself. TTie deepening legitimacy 
gained by democracy inheres in these proccs.scs which provide the .space 
- now contracting, now expanding - for the range of resistance the people 
arc capable of. This has been happening in spite ol the shape that organised 
politics has acquired and points to the need for a radical revision of theories 
of legitimacy and of how it comes about and where it resides. 2649 

Agricultural Denancy and Interlocked Factor Markets 

Analysis of data on tenancy and interlinked transactions in Orissa in 
recent years shows that the marxist approach is more illuminating in 
studying interlinkuge as it addresses the problem in the context o** u 
differentiated class society. The autonomous role of class relations, 
however, must not be over-stressed. The macro variables that shape 
class relations end the enforcement devices of the dominant class need 
to be given due recognition. 2657 

Religion and Violence in the Dangs 

The trihals of the Dangs region in Gujarat had been exploited by local elites 
and outsiders lor over a century. When educated Dangi youth began t<i 
fight back, ihcir first target was the corrupt Congress organisation. The 
issues were rights over natural resources, land titles, poverty and 
unemploymen!. Conversions to Christianity had led to minor skirmishes, 
but no worse, ilindutva organisations stepped in at this point, relegated 
the real issues to the background, sowed paranoia and reaped votes. 2667 

Political Budget Cycles 

For a developing country such as India, political instability and frequent 
elections involve a heavy cost. In addition to the large visible cost of 
election campaigns and the cxpen.se of holding elections, there is a high 
hidden cost in (he form of the efforts made by politicians to appease 
various lobbies at election time. An attempt to test the political budget 
cycle hypothesis in the Indian context by examining the behaviour 
pattern of macropolicy variables. 2676 


Kalpavriksh School 

Kalpavriksh, which dates it.s formal 
origins to September 1979, provided 
early training in .social commitment and 
has over the years made notable 
contributions to environmental education, 
documentation and activism. 

A 20th anniversary tribute. 2631 


Jat Assertion 

The political waves created by the 
demand of the Jats in Rajasthan for 
inclusion in the OBC category rellcct 
the coming of age of the backward 
caste movemcnl in the state. 2630 

Kargil and Kashmir 

Kargil and Kashmir are inseparably 
linked and the alternative to a senes of 
mature political engagements to regain 
the confidence ot the people of 
Kashmir will be more Kargils, more 
killings and more betrayals. 2682 

Empty Empowerment 

In the absence of devolution of financial 
powers from the slate governments, 
the political empowerment of urban 
local bodies, as envisaged in the 
74th Constitutional Amendment, 
remains devoid of content. 2637 


Scavenging Still 

A national .scheme to eliminate 
scavenging by putting in better sewage 
systems and rehabilitate scavengers 
has been in ojicraliuii since 1991-92, 
hut has achieved little so far. 2635 


Fair Elections 

The hypcr-acii ve Election ('ominissiun ha.‘ 
a vital role in ensuring that the elections 
are free and fair, but the .success of what it 
proposes and impicinents depends on the 
commitment ot the political parties and 
leaders to the democratic process. 2633 

Remembering V K R V Rao 

His clear vision of economics us an 
integral part of the social sciences, concern 
as much as for the mclIuHls to achieve 
goals as for goal-setting and focus on 
people’s welfare as the purpose of economic 
development were V K R V Rao’s 
principal contributi ons,_ 2642 

Sexual Harassment 

The manner in which the case of sexual 
harassment in the M S University has 
been handled by the concerned authorities 
underlines the need for a countrywide 
campaign for the adoption of the 
Supreme Court’s guidelines. 2638 




LETTERS TO EDITOR 

Sri Lanka’s Indian 
Connections 

THIS is with reference to Paitha S Ghosh’s 
article in EPW of June 19 on his impres¬ 
sions ot a visit to Jaffna in Sri Lanka. 

I wi.sh Ghosh had a chance to investigate 
the sources of funds for the Liberation 
Tigeis of Tamil Eelam (LTTE). I have 
heard about the drug traffic in Sri Lanka 
and LTTE's role in it. Secondly. I fear the 
present anti-south Indian (Tamil) attitude 
among Sinhalc.se and the coasequent Tamil 
reactions have led to loo much jealous 
rivalry to make any independent assessment 
of their ancestries worthwhile. 

I wa.s on a pilgrimage to Sri Lanka for 
seven days, June 3-10, 1999. in the 
company of some learned Sri Lankan 
monks and lay Buddhists. As we travelled 
by road from Colombo to Anuradhapura 
and Kandy, I was led to the impression 
that there was an alarming moral decline 
among Sinhala Buddhist youth. The 
discussion got focused on a front page 
article in a Sinhalc.se daily of June 6,1999 
about the steep ri.se in the consumption 
of narcotics in Sri Lanka in the last few 
years. As drug consumption among Sri 
LankanTamils(hothHindusandMuslims) 
was presumed to be negligible, it was 
concluded that most of the consumption 
was by the present generation of Sinhala 
Buddhists. My companions pointed their 
finger atthe young SinhalaBuddhist driver 
of our vehicle who was not only indifferent 
to his religion but shockingly irreverenlial 
of the monks, playing aloud cassette tapes 
of voluptuous songs of love and .sex. 
Whenever he dropped us at the temples 
or other historic sites, he used to return 
late, sme Ming of alcohol, perhaps enjoying 
drugs as well. 1 was distrcs.scd to hear from 
my companions that the smuggling of drugs 
was done by the LTTE for whom it was 
an important source of funds for purchasing 
arms. Drugs do more harm to a population 
than arms. I remembcrlhat on the occasion 
of the recent handover of Hongkong, the 
Chinc.se leaders were recalling tearfully 
the debilitating havoc that the British had 
done with opium. 

History has so far been only speculative 
about the ance.stry of the Sinhalese people. 
Like Ghosh, I too got the imprc.s.sion from 
them, both in Sri Lanka and in the US. 
that they are at times overzealous about 
their past links with north India. I think 
they use the expression north India rather 
loosely, not meaning Punjab or Rajasthan, 
but rather the north-eastern states like 
Bihar. Bengal and Oris.sa, because of their 


associations with Lord Buddha, emperor 
Ashoka and his son Mahindra, whom they 
revere. 

Again, one is not sure whether south 
India with its very close proximity has had 
noimpact whatsoeveron Sri Lanka. Kerala 
historians frequently referto historical and 
cultural tics between Sri Lankans and 
Keralites. During my tour, I found coconut 
trees and coconut-based industries, as well 
as handloom and other industries as 
widespread throughout Sri Lanka as in 
Kerala. Coconut trees which were not 
indigenous to Kerala were originally 
brought from Sri Lanka. Like Sri Lanka, 
Kerala loo had a Buddhist past, prior to 
the Aryan penetration from the north to 
the south around the 7th century A D. 
Keralites at present are far outnumbered 
in Sri Lanka by Tamils, mainly because 
the erstwhile British colonists found it 
practical and economical to import labour 
from the former Madras province by the 
land-sea route connecting Dhanushkodi 
in IndiatoTalaimannarin Jaffna, Sri Lanka. 
Today that route is closed, but there is now 
a booming air traffic between Colombo 
and Thiruvananthapuram and Colombo 
and Madras, carried by both Air Lanka and 
Indian Airlines. Thiruvananthapuram, the 
capital of Kerala, is only 45 minutes by 
air from Colombo. 

In the last three or four years, large 
numbers of Ambedkarites in Kerala have 
embraced Buddhism. For meeting the 
spiritual needs of the Buddhists in Kerala, 
volunteer groups from neighbouring Sri 
Lanka seem keen to help, following a 
recent visit to Kerala by such a group. 


Incidentally there is a Kerala Association 
in Colombo, who.se vice president is a 
teacher of Malayalam to Sri Lankans. The 
Indian high commissioner in Colombo 
has frequently been a Keralite, including 
the present incumbent of that po.st. 

P P Lakshman 


New Yoik 


Swaraj, Then and Now 


THE point made by Mausumi Bhattacharya 
and Arup Kumar Sen to my article on 
‘Hind Swaraj’ {EPW, June 12. 1999) 
regarding cultural nationalism as a res¬ 
ponse to globalisation is well made. In my 
understanding, the ‘alienating homo¬ 
geneity’ as a consequence of globalis¬ 
ation, can lead to two kinds of response. 
Thus the re.spon,sc of reinforced cultural 
heterogeneity’ can be either reactionary, 
as in the case of a cultural nationalism (as 
in India) and/or religious fundamentalism 
(as in Iran) that arc ethnocentric and 
chauvini.stic. or it can be an expression of 
a revolt again.st tho.se at the centre of this 
process of globalisation, who promote and 
profit by it, by those at the margins who 
are disadvantaged by, and hence resist it. 
Such an opposition can have a positive 
and progressive content (as in Vietnam 
war and South Africa’s rainbow coalition). 
Gandhi’s swaraj Uh) repre.sented such a 
positive revolt, in stark opposition to the 
kind of negative swadeshi that is now 
being promoted by our pre.sent cultural 
nationali.sts. 
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Manufacturing Obsolescence 


r HE recently announced marketing agreement between 
Ranbaxy and the multinational giant Bayer marks a 
certain trend which has been evident for some time in the 
>harmaccutical sector all over the world. While the industry 
las certainly not languished, a number of factors in the la.st 
lecade did force a slowing down of growth in the indusU^ for 
he first time in the post-war years. The high cost of researching 
lew products, the running out of the patent periods of many 
if the ‘magic’ drugs of the post-war decades and a growing 
wareness of drug risks and benefits among consumers, the 
ireater stringency in the granting of new drug licences, newer 
,nd tighter controls on the import of drugs into third world 
ountrics - all of these contributed to the situation. This has 
sd to some serious corporate shuffling in the sector with 
luyings, sellings, acquisitions and innovative new co-operative 
greements. The Bayer-Ranbaxy deal represents one such 
rend. 

Ranbaxy has agreed to sell the worldwide marketing and 
levelopment rights for a novel drug delivery system (NDDS) 
or ciprofloxacin, one of the newer antibiotics, which it has 
leveloped and tested, to Bayer for what will amount to $60 
nillion. Bayer will have exclusive worldwide marketing 
ights except in India and the CIS, co-marketing and co- 
iromoting it with Ranbaxy in some other countries. The new 
Irug delivery system which is aproductof Ranbaxy’srescarch 
et-up look a tiew years to develop and is awaiting international 
latents. The new system will make it possible to deliver the 
Irug to the system in just one dose a day instead of the 
urrently available formulation which has to be taken twice a 
lay. And this is a majbr breakthrough because it makes 
lossible greater patient compliance. The deal is all the more 
irofitable to both Bayer and Ranbaxy because the original 
latent on the drug held by Bayer expires in 2003, when 
inyone will be able to manufacture and market that drug. But 
low, with the new drug (which is what a novel drug delivery 
ystem amounts to) Ranbaxy and Bayer have positioned 
hemselves to capture that market. 

While this will certainly ensure that the profits keep flowing 
or the two companies, what does it mean for the consumers? 
Vith the patent expiring on the drug, more players would be 
n the market manufacturing the much-needed drug thus 
lepressing the price of the formulation. If the drug were in the 
:atcgory of over- the-counter formulations such changes may 
lot affect consumers as much. However, in the drug market, 
consumers rarely have a free choice, especially for prescription 
Irugs. Moreover, in countries like India generic prescription 
$ not the norm. This means it is not the consumer who 


exercises her choice but the doctor who prescribes a branded 
product. With the well-established marketing methods and 
network which both these companies will be able to press into 
service for the sale of the new and more expensive drug, the 
older drug will get weeded out. This has been the fate of many 
older antibiotics which remain effective medically, but have 
been rendered obsolete by the marketing methods of 
pharmaceutical companies. 

It is this manufacturing of obsolescence that is driving the 
phannaceutical industry today. Ranbaxy, for instance, spends 
4 to 5 per cent (projected to increase to 6 per cent) of its 
turnover onRandDandhasfiled patents for hal f a dozen more 
novel drug delivery systems (NDDS) in the areas of anti- 
infectives, cardiovascular drugs and antihistamines. It has 
also developed a new and advanced do.sage form of the 
antibiotic cephalexin (which has a Rs 182 crore market) for 
which it has co-marketing arrangements with Glaxo. These 
two companies had a 55 per cent share of the cephalexin 
market which was being challenged by a new molecule, 
cephadroxin. For the consumer, of course, this can only mean 
a hike in prices, .\mong other developments in Ranbaxy is 
reportedly omeprazole, an anti-ulcerant with a $3.7 billion 
market whose product patent with Astra expires in a few 
years. There are other firms too which have undertaken 
extensive bio-availability studies to come up with new 
molecules/NDDS here as well as in other countries. Bayer has 
recently signed an agreement, probably similar to the one with 
Ranbaxy, with Suntory of Japan for a ‘new’ antibiotic. An 
added advantage in the Indian market is ironically enough the 
government’s various schemes for encouraging research in 
the pharmaceutical sector. New products developed in the 
R and D departments of Indian firms arc offered a number of 
pricing concessions by which they can escape the price 
control basket such as it is. 

It is not surprising then that pharmaceutical companies, 
including many in the ‘Indian’ sector, appear to be doing 
so well in India with share prices of leading companies 
showing a rising curve. One cannot, of course, cavil at the 
growth of the Indian pharmaceutical industry prompted by 
independent research and innovative marketing and produc¬ 
tion arrangements. It is also illogical to expect that the phsu-- 
maceutical sector, because it produces goods for the ill and 
is the one industry whose products are consumed by the rich 
and poor alike, should not be governed by the factors which 
move corporates everywhere, that is, profit and growth. 
Unfortunately, unlike for other products, the market here is 
a more or less a fictitious entity made up of those who have 
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little choice and can offer no resistance, 
despite the hard work of the consumer 
movement, to cither price rise and or even 
quality unevenness. This being so, there 
have to be other mechanisms to ensure the 
availability of products necessary for the 
maintenance of the health of people. The 
dilemma that the Indian government faces 
today in its project of modernising the 
political economy is how to ensure this. 

ARTICLE 356 

Evading the Issue 

IN his campaigns in Punjab and Andhra 
Pradesh, prime minister Vajpayee has been 
at pains to remind the people that the 
Congress had “misused the provisions of 
Article 356 and the authority of the presi¬ 
dent to pull down state governments”. He 
asked the Congress to clarify the party’s 
position on resort to Article 356 in future. 

The choice of Punjab and Andhra 
Pradesh for raising the issue of misuse of 
Article 356 was deliberate, because these 
arc the two states which have borne the 
brunt of such misu.se in the past. Also it 
is the ruling Akali Party in Punjab which 
has been forcefully arguing for total ab¬ 
rogation of Article 356 from the Con¬ 
stitution. Even this time while the mani¬ 
festo of the BJP-led National Democratic 
Alliance has chosen not to commit itself 
on the subject of whether or not the centre 
should continue to retain the power under 
Article 356 to dissolve a duly elected state 
government, the Akali manifesto has 
chosen to reiterate its long-held position 
with regard to this article, namely, that it 
needs to be altogether done away with. In 
Kerala, which was the First state to be 
subjected to the misu.se of Article 356, the 
Left Front government has taken the 
position in practically all fora that not only 
should this provision in the Constitution 
be totally deleted but also that the post of 
governor should he abolished. 

The BJP-led alliance commits itself only 
to “suitable .steps to ensure harmonious 
centre-state relations in the light of the 
recommendations of the Sarkaria Com¬ 
mission...”. It is noteworthy that the 
Sarkaria Commission did not recommend 
deletion of Article 356. What the Com¬ 
mission recommended was that the article 
should be resorted to “very sparingly, in 
extreme cases, as a measure of la.st resort, 
when all available alternatives fail to 
prevent or rectify a breakdown of the 
constitutional machinery in the state”. 
More specifically, the commission recom¬ 
mended that a state legislature should not 
be dissolved before the proclamation under 


the article has been laid before parliament 
and it has had an opportunity to consider 
it. The BJP-led alliance has not made its 
position clear on the subject, not even 
whether it fully subscribes to the position 
taken by Sarkaria Commission on how 
this particular provision of the Coastitu- 
tion has to be tightened to ensure that it 
is really resorted to only in extreme cases. 

It is true, however, that the Congress 
Party manifesto which can otherwise not 
be accused of being short on words has 
chosen to be most economical when it 
comes to making any commitment on the 
subject of centre-state relations. While 
there is a vague reference to the party’s 
belief “in a strong centre, strong states and 
in strong panchayats and nagarpalikas”, 
everyone knows that in its 45 years of 
governance the Congress has demonstrated 
in abundance the extent of its commitment 
to fcderali.sm by its frequent use of the 
centre’s powers to dissolve state govern¬ 
ments and legislatures under the provi¬ 
sions of Article 356. It is therefore not 
surprising that in the party’s manifesto all 
that is promised on the subject of centre- 
state relations is to “strengthen bodies like 
the National Development Council and 
the Inter-State Council and make their 
functioning business-like and purposive”. 

Even .so, since the BJP-led alliance has 
chosen not to disclose its position on using 
the centre’s powers to dissolve state 
governments and legislatures, it is obvi¬ 
ous that prime minister Vajpayee was only 
trying to score a point against the Con¬ 
gress Party while canvassing in states 
where the public is still quite incensed on 
the subject, without bothering to make the 
alliance’s own commitment clear on the 
subject. But will the voters be taken in by 
such tactics? 

TAMIL NADU 

From Region to Sub-Region 

LIKE in the last two Lok Sabha elections 
of 1996 and 1998, the results of the pre.sent 
polls in Tamil Nadu are going to play a 
crucial, if not a determining, role in the 
formation of the government at the centre. 
The eleooral battle in the state is being 
fought among three formidable fronts - 
the DMK-led National Democratic 
Alliance (NDA), the AIADMKrled Pro- 
gre.ssive Democratic Alliance (PDA), and 
the TMC-led Progressive Peoples’ Alli¬ 
ance (PPA) - which has reduc^ the pos¬ 
sibilities of a sharp swing in favour of any 
particular alliance, as happened in 1996 
and 1998. Yet the dependence of the 
national parties, the Congress and the BJP, 


on the DMK and the AlADMK to cobble 
up a workable majority at the centre re¬ 
mains undiminished. 

'TheCongress, which claims to be averse 
to coalition politics, has entered into an 
alliance with Jayalalitha’s AlADMK in 
Tamil Nadu. Ever since G K Moopanar 
left the Congress to launch the TMC in 
1996, the Congress has been reduced to^ 
a nonentity in the state, a message that was 
driven home by Jayalalitha in her own 
cryptic manner when she absented herself 
from the joint rally in Villupuram ad¬ 
dressed by Sonia Gandhi. On the other 
hand, the BJP which was a nonentity in 
the state till 1996, has gained acceptance 
and improved its vote percentage from 
3 per cent in 1996 to 7 per cent in 1998 
when it had an alliance with the AlADMK. 
In its new alliance with the DMK. which 
no doubt was facilitated by the resolution 
of the long-pending Cauvery dispute and 
the refusal of the BJP-led government at 
the centre to dismiss the Karunanidhi 
government, the BJP has been allotted one 
seat more than the five seats apportioned 
to it by the AIADMK-led front in 1998 

Interestingly, though the DMK-led front 
was the first to cement the alliance among 
its partners, it faced the maximum hurdles 
over seat distribution. Given that the PMK 
and the MDMK, two of the partners in the 
DMK-led front, have definite areas of 
influence in north and .south Tamil Nadu 
respectively, seat distribution was bound 
•0 be a vexatious issue, especially after the 
PMK was generously allotted three addi¬ 
tional scats in north 'Tamil Nadu while the 
MDMK was expected to remain content 
with the live seats it contested as part of 
the AIADMK-led alliance in 1998. The 
AIADMK-led front faced fewer ha.sstes 
over seat distribution since, compared to 
the AlADMK, the other constituents of 
the front are dwarfs with small pockets of 
influence in the state. The seat distribution 
process within the three fronts reveals that 
sub-regional parties with near-total hold 
over geographically concentrated, specific 
castes or communities now have a larger 
say inthestate.Thisistrueof S Ramadoss’s 
PMK which controls the 10-25 per cent 
vanniyar vote in the northern constituen¬ 
cies, and of K Krishnaswamy’s Puthiya 
Tamizhagam, a member of the TMC-led 
front, which enjoys similar clout among 
the pallardalits in the south. The AlADMK 
too has carved out a base amongst the 
thevars, kallars and agambudiyars - the 
three major OBC castes in south Tamil 
Nadu. In contrast, the support bases of the 
DMK, MDMK, theCongress and the TMC 
are diffused thepughout the state among 
the advanced sections of the non-brahmin 
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castes, though the TMC is making at¬ 
tempts to cultivate a nadar base in the 
south while the BJP is involved in nur¬ 
turing a Hindu constituency in the com- 
munally-sensitive areas of Coimbatore and 
Nagercoil. 

As expected, the AlADMK has allotted 
most of the seats in the DMK-PMK bas¬ 
tion in north Tamil Nadu to its allies. 

' l.atcly, in the wake of the police firing on 
agitating Manjoli tea estate workers led 
by Krishna.swamy inTirunelvcli, theTMC- 
led front has made a bid to consolidate 
dalit votes across the state. But given the 
combined strength of the PMK and the 
DMK in the OBC .sections in the north, 
the weaning away of parayar dalit votes 
under the leadership of Thirumavaiavan 
of the Dalit Panthers may not significantly 
alter the electoral outcome in the 18 con¬ 
stituencies in the north. It is in south Tamil 
Nadu that the DMK-led front is on a weak 
wicket. Except forMDMK'sholdinccrtain 
regions, none of the alliance partners has 
a .strong base there. With the nadars and 
dalits largely voting fortheTMC-lcd front, 
and the Muslims and the Christians for the 
AIADMK-led alliance, which will have 
the additional support of OBCs in the 
region, the DMK-led front will be bereft 
of the support of any numerously signif¬ 
icant community. In such circumstances, 
it may have to fall back upon whatever 
communal polarisation is generated by the 
presence of the BJP. 

SPORT 

The Best and the Worst 

COMPETITIVE sport has been the focus 
of much ideological and philosophical 
debate over the last century. At various 
historical junctures fuelled by the capital¬ 
ist ethic, the furtherance of the socialist 
dream and the bourgeois need for a healthy 
labour force, competitive sport iscertainly 
in no danger of becoming defunct, as often 
used to be predicted. The idea that the 
element of competition need not be a part 
of sporting activity is today a ridiculous 
notion. Competition in sports is moni¬ 
tored by a host of sporting bodies which 
essentially contrive to offer that elusive 
‘ level playing field’. Unfortunately so high 
are the stakes in competitive sport that 
these institutions have had to take on the 
garb and role of policing bodies. In sport 
after sport scandals of one kind or another 
have erupted and while they may have 
been resolved for the interim by stricter 
rules and rigorous monitoring mechanisms, 
the question that the> pose is this: Is 
competitive sport facing an ethical and 


philosophical crisis which may in its 
eventual resolution change the very nature 
of sport as we know it today? 

In the last few weeks the track and field 
arena has seen some of the worst doping 
scandals ever. These have involved big 
names, including some who have always 
come out strongly against the use of 
performance enhancing drugs in sports. 
This in itself is not surprising, given the 
greater stringency in te.sting methods and 
the anti-doping campaign that the Inter¬ 
national Amateur Athletics Federation 
(IAAF) and the Olympic Committee have 
launched in recent years. 

There can be no gainsaying that doping 
is not just a danger for a handful of athletes 
in a few sports, but is a real and serious 
risk for all athletes and for the future of 
athletics and sports. In recent years under 
the leadership of both the lAAF and the 
Olympic Committee, drug testing has 
become increasingly .stringent and the list 
of banned drugs has lengthened. In fact, 
it may well be that the coming Sydney 
Olympics may sec blood tests of athletes 
because it has been felt that they are more 
reliable than urine tests. Unfortunately, 
even as the te.sts have become more so¬ 
phisticated and foolproof, the number of 
ways that drug offenders escape detection 
has also increased. Even worse, as the 
number of banned drugs on the list grows, 
the list has come to include substances 
which may have other uses and which 
athletes may con.sume unknowingly. 

Early this year the president of the I AAF 
pointed out that the organisation had 
defended its juri,sdiction and authority in 
enforcing someof the world’s most severe 
anti-doping rules, having taken such 
defence all the way to the US Supreme 
Court and in Russia, France, Germany and 
Great Britain. All this he said was in the 
interest of creating a level playing field. 
And yet this level playing field is mythical 
and in the international arena some are 
more equal than others. 

But even if we were to leave this 
irresolvable issue, there is need to ponder 


over the crisis that is affecting all com¬ 
petitive sports. If the endeavour is to 
achieve physical perfection and to extend 
human limits beyond what was consid¬ 
ered possible hitherto, then there will 
always be pressure to use aids of every 
kind. And if the aims and objectives of 
the international athletic movement are to 
ensure the health of the athlete and offer 
level playing fields, there are other issues 
which need equal consideration. While it 
may be unpalatable, it is a fact that the 
more rigorous training methods, some 
which actually harm athletes and limit 
their life-spans, too must come under 
.scrutiny. All said and done it is only a 
small step from intense and severe training 
methods to con.suming highly specialised 
diets to using supplements to enhance 
those qualities which would improve per¬ 
formance. It is here that international bodies 
must focus attention. Why, after all, is the 
use of performance enhancing drugs un¬ 
ethical, while the use of highly specialised 
diets and extreme training methods is not? 
And that is going to be a difficult issue. 

Will this mean that fewer records will 
be shattered in future with better policing 
of the use of performance enhanci ng drugs? 
How great has been the fear of this was 
demonstratecHiy the accolades that poured 
in when US athlete Maurice Greene ran 
faster than any man had ever done over 
60 metres, breaking the disallowed record 
of Ben Johnson who figured in one of the 
most devastating doping incidents in ath¬ 
letics. It is true that spirits and particularly 
athletics produce intensely dramatic and 
near-superhuman triumphs - like the vic¬ 
tory in every sense of the term of the gold 
and bronze winners in the 200m hurdles 
in the seventh world athletics champion¬ 
ship in Spain, both of whom had battled 
with life-threatening di.seaseonly recently. 
But there is no escaping the fact that the 
arena which yields such shining examples 
of the human spirit is based on the ethics 
of intense and relentless competition 
which, more often, brings out the worst 
in the human spint. 


For the Attention of Subscribers and Subscription 
Agencies Outside India 

It has come lo our notice that a large number of subscription.<i to the EPW from outside 
the country together with the subscription payments sent to supposed subscnption agents 
in India liave not been forwarded to us 

We wish to point out to subscribers and subscription agencies outside India that all foreign 
subscnptions, together with the appropriate remittanies, must be forwarded to us and not 
to unauthorised third parties in India. 

We take no responsibility whatsoever in respect of subscnptions not rcgi.stered with us. 
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CURRENT STATISTICS EPY/ Research Foundation 

Despite signs of industrial recovery, India’s export-import trade remains sluggish. Total imports in dollar terms rose by just 
I per cent in April-July and non-oil imports fell by 6.5 per cent. Exports showed a rise of 4 per cent rise, but with large 
month-io-month fluctuations. 

Macroeconomic Indicators 
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Fiscal Year So Far 1998-99 1997-98 

1996-97 1995-% 1994-95 


Month 

Latest Previous 

1999-2000 

1998-99 



liiduslnal Workm (I9K2=1(X)) 

420 0^ 

0.2 

5.3 12.4 

1.4 

50 

8.9 8.3 

10.0 8.9 9.7 

Urban Non-Man Etnp (1M84*K5=I(X}) 

.146 0’ 

0.6 

6.1 10.5 

1.8 

4.5 

9.0 7.2 

10.2 8.2 9.9 

Agn Lah (1986-87=100) (Link factor .“5 89) 104.0’ 

1.0 

5.2 10.7 

27 

6.3 

8.8 3.8 

10.5 7.2 11.1 

Money and Banking (Rs crore) 




Variation _ 




August 13. 



Fiscal Year So Far 



- 

1999 

Over Month 

Over Year 

1999-2000 

1998-99 

1998-99 

1997-98 1996-97 

Money .Supply (Ml) 

I024897@ 

8496(0.8) 

16537.5(19.2) 

52693(5,4) 

.38190(4.6) 145865(17.8) 

119484(16.9) 97841(16.2) 

Currency with Public 

180881 

-I997(-1.1) 

26239(17.0) 

11499(6.8) 

9063(6.2) 

2411.5(16.5) 

13492(10.3) 1.1829(117) 

Deposit with Banks 

839296(i« 

10658(1 .3) 

138314(19.7) 

40296(5 0) 

28770(4 3) 121479(18.1) 

105646(18 4) 84162(17 5) 

Net Bank Credit lo Govt 

417358 

-1834(-4).4) 

53885(14.8) 

30207(7.8) 

32876(9.9) 

56080(17.0) 

41978(14.5) 10840(12.0) 

Bank Credit to Cnmiiil .Sector 

500713 

2334(0.5) 

689.59(16.0) 

10350(2.1) 

-l.5.5.5(-0.4) 

.54204(12.5) 

57002(15.0) 31659(9 2) 

Nei F'oieigii Kxchange Assets 

170217 

1282(0 8) 

29777(21 2) 

5855(3.6) 

2.34.5(1.7) 

22064(17.4) 

32598(20.0) 23356(28.4) 

Reserve Monc) (August 20) 

26.5631 

2070(0.8) 

36807(16.1) 

6260(2.4) 

2422(1.1) 

.32818(14.5) 

26417(13.1) .5.527(2.8) 

Net RBI Credit to Centre $ 

151980 

-3ll5(-2.0) 

7824(5.4) 

6563(4 5) 

10540(7.9) 

11799(8.8) 

12914(10 7) 1934(1.6) 

RBI Credit to Bks/Coinm Sector 
Scheduled Commercial Banks (Aug 11) 

26995 

3868(16.7) 

8494(45.5) 

1508(5 9) 

3220(21.1) 

10205(66 8) 

2028(15.3) ~1.55.57(-.54.0) 

Deposits 

74396.3@ 10L55(I 4) 

1198.54(19.2) 

29938(4 2) 

25624(4.3) 1 

118837(19.9) 

92886(18.4) 71780(16 5) 

Advances 

373244 

.529(0.1) 

51611(16.0) 

44(0(1.2) 

-2446(-4).8) 

41924(12 9) 

45677(16 4) 24387(9 6) 

Non-F'iHid AdvaiKies 

351185 

1167(0.3) 

46547(15..3) 

-8.36(-0.2) 

-6956(-2.2) 

37593(12.1) 

40790(15 1) 26.580(109) 

Investments (for SLR inirposes) 

283010 

3933(1 4) 

42.594(17.7) 28415(11.2) 

21710(9.9) 

3.5414(16.2) 

28193(14.8) 2.5731(1.3.6) 

Commercial Inveslnienls and 








bills rediscounted with FIs 

53517 

8.58(1.6) 

1.50.34(39.1) 

4884(10 0) 

6470(20 2) 

16879(53.0) 

12472(63.1) 4168(27.1) 


Iiicluilcs Ks I7.94S criire uii account of proceeds from RIBs since August 28, 1998; excluding them the year-on-yeur and the 1998-99 fiscal year growth of money supply 
would be 17.2 per cent and I.S 6 |rer cent, nsiieclively Ijkcwise, bank deposits widiout RIBs grew by I6.t per cent and I.S..S per cent, respectively $ after cinsuie of govt aceixmts 


Index Numbers of Industrial 
Pnidiictiim (1993-94=100) 

Weights 

June 

1999 

Fiscal Year So Far 


Full Fiscal Year Averages 


1999-2000 

1998-99 

1998-99 

1997-98 

1996-97 

1995-96 

1994-95 

General Index 

100.00 

144.6 

145.4(5 6) 

137.7(4.5) 

142.8(3.8) 

137.6(66) 

129.0(5.5) 

122.3(12.8) 

108.4(8.4) 

Mining and Quarrying 

10.47 

11.3.2 

ll5 7(-0.6) 

ll6.4(-0.3) 

120.3(-l 7) 

122.4(5.9) 

115.6(-2.0) 

117,9(9.6) 

107.6(7 6) 

Manufacturing 

79.36 

149 0 

I49..5(6.5) 

140.4(4.2) 

146.3(4.1) 

140.6(6.7) 

131.8(6.7) 

123 5(13 8' 

108.5(8.5) 

F.leclricity 

10.17 

140.6 

143 6(4.1) 

138 0(10.2) 

138.4(6.5) 

130.0(6.6) 

121.9(3.9) 

117.3(8.1) 

108.5(8.5) 


Capital Market 

Sept 10. 
1999 

Month 

Ago 

Year 1999-2000 So Far 

1998-99 

Fjul of Fiscal Year 

Ago 

Trough 

Peak 

Trough 

Peak 

1998-99 

1997-98 

1996-97 

BSE Sensitive Index (1978-79=100) 

4760(53 1) 

4594 

3109(-23.2) 

. 3245 

4906 

2783 

4281 

3740(-3.9) 

3893(15.8) 

3361 (-0.2) 

BSF.-KX) (l983 K4=t(X)) 

2138(55.0) 

2028 

1379(-2I.8) 

1409 

2198 

1242 

1890 

1651 (-2.7) 

1697(15.9) 

1464(-5.5) 

aSE-200 (1989.90=1{X)) 

497(56.3) 

463 

3I8(-I9..5) 

322 

504 

289 

429 

380(0.8) 

377(14 9) 

t28(-5.0) 

S and P CNX-50 (Nov 3, 1995=1000) 

1.191(53.4) 

1310 

907(-2I..3) 

931 

1423 

812 

1213 

1078(-3.5) 

1117(15.4) 

%8 

Skmdia GDR Index (Jan 2. 199.5=1000) 

932(49 2) 

876 

625 

581 

980 

515 

1015 

653(-30.5) 

940(1.1) 

930(-4.4) 

Foreign Trade July 

Fiscal Year So Far 



Full Fiscal Year 




1999 

1909.2000 

1998-99 

1998-99 

1997-98 

l9%-97 

1995-% 


Exports' Rs crore 

13209 

47478(8 1) 

43923(6.8) 

141604(8.8) 

130101(9.5) 

118817(11.7) 

106353(28.6) 

IIS $ mn 

.3052 

11042(4.0) 

.0614(-7 7) 

33613(-3 9) 

34976(4.5) 

33470(5.3) 

31797(20.8) 

Imports- Rs crore 

15485 

60507(5.0) 

.57653(18.6) 

176099(14.2) 

1.54176(11.0) 

1.38920(1.3.2) 

122678(36.3) 

US % mil 

3577 

14072(1.0) 

13932(2.6) 

41802(0.9) 

41449(5.9) 

39132(6.7) 

36678(28.0) 

Non-POL US $ mn 

2849 

113|7(-6 5) 

12108(18.6) 

35928(10.3) 

.32526(11.9) 

290%(-0.2) 

29152(28.3) 

Balance ot Trade' Rs crore 

-2276 

-1.1029 

-1.3730 

-34495 . 

-24076 

-20102 

-16325 

UsS $ tun 

-526 

-1030 

-3318 

-8188 

-6472 

-5663 

-4881 



August 27. August 28. 

March 31. 



Variation Over 





Foreign Exchange 
Reserves (excluding gold) 

1999 

1998 

1999 Month 
Ago 

Year 

Ago 

Fiscal Year So Far 
1999-2000 1998-99 

1998-99 

1997-98 

19%-97 

1995-% 

1994-95 

Rs crore 

US S mn 

132143 

30378 

104653 

24474 

12.5446 -10.54 
29530 -390 

27490 

5904 

6697 

848 

2142 

-1502 

22935 

3554 

22137 

3607 

21649 

.5-243 

-7.102 

-.1690 

18402 

5640 


N»rr.t (I) Superscripi numeral denotes month to which figure relates, e g, superscript 6 stands for June; (li) Figures in brackets nie percentage variations over the specified or 
over the comparable period of the previous year 
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Production Details of Key Industries in the Non-SSI Sector 


Industries 

Unit 


Production 

Percentage 

Industries 

linn 


Production 

Percentage 






Variations 






Variations 



1998 

1997 

1996 

1998 

1997 



1998 

1997 

1996 

1998 

1997 



-99 

•98 

•97 

-99 

-98 



-99 

-98 

•97 

99 

-98 

Milk powder of all kinds 

Th tonnes 

133 

98 

99 

3.3 7 

-1.0 

Aluminium ingots 

Th tonnes 

3.30 

350 

509 

0.0 

8.1 

Wheal flour/maida 

Th tonnes 

3621 

4264 

4800 

-1.3.1 

-II 2 

Aluminium rolled poducts 

Th tonnes 

128 

116 

99 

10.3 

172 

Biscuits 

Th tonnes 

176 

13.3 

160 

135 

-.3 1 

Aluminium foils 

Th tonnes 

22 

23 

23 

-4 1 

0.0 

Malted fond 

Th tonnes 

100 

80 

104 

2.3.0 

-23 1 

Aluminium wire rods 

Th tonnes 

139 

139 

128 

0.0 

86 

Beei 

Th khtre 

433 

433 

42.3 

00 

1 9 

Aluminium exirusinns 

Th tonnes 

83 

81 

72 

00 

15 3 

Krctitied spirit 

Th klitre 

907 

824 

810 

10 1 

1 7 

I.PG cylinders 

Th nos 

3376 

3398 

2779 

■0 6 

22.3 

Soft drinks 

Mn bottle 

1897 

1668 

1264 

137 

12.0 

Drums and barrels 

Tonnes 

77636 

44400 

43886 

74 9 

1.2 

(igarellcs 

Mn pieces 

77404 

83296 

73840 

-7 1 

12 8 

Till metal containers 

Th tonnes 

80 

80 

79 

1)0 

1 1 

Plywood (lommerciall 

Th sq mtr 

.'>2392 

66996 

71340 

-21.8 

-6 1 

Holt and nuts 

Th tonnes 

42 

36 

38 

16 7 

-3 1 

Papi’r amt paper board 

Th tonnes 

3107 

2922 

2796 

63 

4 5 

\3 elded link chains 

Tonnes 

10048 

10831 

11347 

-7 2 

-4 3 

Newspriiii bleached 

Th tonnes 

369 

287 

299 

28 6 

•4 0 

Razor blades 

Mil nos 

4639 

4121 

3886 

123 

6 1 

Finished leather 

Th pcs 

SI23i 

.30074 

.30161 

2.3 

-0.2 

Complete tractors 

Th nos 

269 

279 

245 

-3 6 

13 9 

Leather Footwear (western) Th pairs 

19221 

17299 

16244 

II 1 

6.3 

Cranes 

Th tonnes 

1.3 

18 

26 

-167 

-.10 8 

(iiaiil ivre 

Th nos 

I04U2 

9208 

8831 

130 

4 1 

Boilers 

Rs crore 

1177 

1315 

1412 

•10.3 

-6 9 

Rubber conveyor belling 

Tonnes 

13313 

13606 

16067 

-2.2 

-1.3 3 

Turbines (steam & hydro) 

Rs cmre 

389 

433 

464 

-10 2 

-6 7 

Two-wheeler ivres 

Th nos 

10199 

7800 

8099 

30 8 

-17 

Diesel engines 

Th nos 

276 

268 

237 

10 

13 1 

Laiiiiiiales (decorative) 

Tonnes 

22686 

21314 

20777 

64 

26 

Kefngeratnrs & air cuiid.planl Ks lakh 

9344 

10327 

II4I0 

■112 

-7 7 

PVf pipes and lubes 

Tonnes 

29940 

23466 

22274 

27 6 

34 

Cooling lowers 

Rs lakh 

14871 

13188 

I4II2 

12 8 

•6.3 

Cranoii black 

Th tonnes 

239 

218 

2.3.3 

18.8 

•14 3 

Refrigerators (dome.stic) 

Th nos 

188.3 

1607 

170.3 

17.3 

-3 7 

Causlic siala 

Th tonnes 

1419 

1442 

14.37 

-0 2 

•1 0 

Lift 

Nos 

3609 

2369 

2393 

32 1 

•10 

.Soda ash 

Th tonnes 

1363 

1567 

1486 

• 130 

3 5 

Power driven pumps 

Th nos 

380 

697 

680 

■16 8 

2 3 

Sulphuric acid 

I'h tonnes 

3377 

• 4847 

4984 

109 

-2 7 

Air and gas compressors 

Nos 

1.3383 

h 

17840 

168.36 

-127 

3 8 

Calcium carbide 

Th tonnes 

83 

83 

91 

00 

88 

Ball and roller bearings 

Lakh nos 

1676 

1993 

2133 

-15.9 

•6 7 

Oxygen 

Mn cu mtr 

228 

181 

180 

24.6 

1 7 

Machine tools 

Rs crore 

1224 

1519 

1331 

-20 5 

1.3 6 

Paiius cniimels & varnishes Th tonnes 

308 

215 

221 

43 3 

27 

Typewriters 

Nos 

69056 

91446 

81678 

-24 3 

9 1 

Nitrogenous terliliser 

Th tonnes 

1081.3 

10339 

8822 

26 

19 3 

Sewing machines 

Nos 

6(i939 

96220 

108461 

• 10 4 

■ II 1 

Phosphnlic fertiliser 

Th tonnes 

3.33.3 

3191 

2931 

10.8 

89 

Klectnc motors 

Lakh HP 

72 

72 

72 

0 0 

00 

Organic pigments 

Tonnes 

8618 

9468 

8621 

-9 0 

98 

lilecinc generators 

Rs crore 

300 

.379 

427 

-116 

13 6 

Reactive dyes 

Tonnes 

837,3 

7816 

7172 

72 

9 0 

Power & disl.tran.sfnrmers 

Mn kva 

41 

44 

34 

■2 1 

29 4 

Optical whileing agents 

Tonnes 

636 

1038 

1355 

-39 9 

-21 9 

PVC/PICT. 

K metre 

26106 

22294 

19635 

17 1 

|1 4 

Peiicilin 

MMU 

344 

34.3 

646 

-0 3 

46 6 

Telecommunication cables 

Th km 

17960 

148211 

14694 

21 2 

0 9 

Trimethoprim 

Tonnes 

267 

266 

248 

04 

7 3 

ACSR/AA conductors 

Th tonnes 

31 

3.3 

19 

■114 

■10 3 

Anipicilin 

Tonnes 

384 

3.36 

32.3 

79 

95 

Winding wires 

Tonnes 

18.399 

17423 

17181 

67 

1 4 

Sulpha drugs 

Tonnes 

2132 

25.39 

2106 

-167 

21 5 

Storage batteries 

Lakh nos 

33 

13 

14 

-3 7 

2 9 

Viiaiiiin C 

Toiiiies 

481 

600 

639 

-19.8 

-6 1 

Dry cells 

Mn nos 

1846 

1332 

1377 

16 7 

0 3 

Soaps all kinds 

Th tonnes 

493 

4.36 

370 

8.1 

23 2 

Electric fans 

1 akh nos 

54 

61 

33 

-11 3 

10 9 

Ueiergents all kinds 

Th tonnes 

.339 

.319 

.313 

39 

1 2 

GLS lamps 

Mn nos 

432 

400 

193 

no 

1 1 

Tooth paste 

Th tonnes 

'll 

29 

30 

-24.1 

-3 3 

Fluorescent tubes 

Lakh nos 

1.345 

1543 

1163 

0 1 

13 2 

Tooth powder 

Tonnes 

14730 

14804 

11740 

-0.5 

26 1 

Telephone instruments 

Th nos 

4443 

.3013 

.1891 

11.4 

28 9 

PVC reams 

Th tonnes 

.382 

.348 

426 

6.2 

28 6 

Comp system & peripherals 

Rs lakh 

100237 

112323 

121661 

10 9 

■9 0 

Capiolactum 

Th tonnes 

117 

94 

112 

24 3 

16 1 

Ship buildings and repairs 

Rs crore 

1218 

934 

791 

10 4 

18 1 

Safety matches 

Mn boxes 

3733 

3796 

4264 

-1.7 

-no 

Commercial vehicles 

Th nos 

158 

227 

144 

•10 4 

-14 0 

Cine films & X-ray films 

Th sq mtr 

14993 

17264 

21117 

-13.2 

-18.2 

Scooters and moped.s 

Th nos 

1904 

1938 

1861 

-1 8 

40 

Cement alt kinds 

Th 'onnes 

87402 

81660 

73301 

7 0 

114 

Passenger cars 

Nos 

.166983 

390238 

199640 

-6 0 

-2 4 

Ash.stieel ^accessaries 

Th tonnes 

978 

924 

8.3.3 

5.8 

8 1 

Autc anicilliary and parts 

Rs crore 

9443 

6.301 

6774 

43 3 

■4 0 

Asb cement pressure/pipes 

Th tonnes 

248 

241 

228 

2.9 

.3 7 

Bicycles 

Th nos 

10566 

981.3 

10861 

77 

-9 6 

Steel castings 

Th tonnes 

363 

.393 

388 

-7 6 

1 3 

Process control instruments 

Rs lakh 

11816 

6872 

8111 

71 9 

-15.5 

Stamping and Forging 

Th tonnes 

321 

330 

280 

-2 ’ 

179 

AC single phase metre 

Lakh nos 

23 

21 

23 

0 0 

-8 0 

Wire ropes 

Th tonnes 

100 

93 

77 

7,5 

20.8 

Wnst watches 

Th nos 

9340 

6989 

8308 

16 3 

-179 

Spun pipes 

Th tonnes 

182 

1.31 

134 

20.5 

12.7 

Laboratory & scientific inst 

Rs lakh 

3610 

2877 

2379 

23 5 

II 6 

Copper metal.(cathode) 

Th tonnes 

174 

102 

92 

70.6 

10.9 

Medical and surgical inst. 

Rs lakh 

5066 

7.369 

6379 

-13 1 

15 0 


Nnie: Figures likely lo undergo change based on factual reporting 
Souri-e. SIA statistics (various issues). 
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COMPANIES 


EPW Research Foundation 


LARSKN & TOUBRO 

Restructuring Plans 

ENGINEERING and cement con¬ 
glomerate Larsen & Toubro (L&T) is the 
largest producer of cement in the country 
with a total capacity of 12 million tonnes 
per annum. The company has adopted a 
mix of expansion, acquisition and green¬ 
field capacity to boost its output over the 
years. However, high sunk costs as a result 
of this strategy have resulted in low margins 
not to mention increased interest burden 
due to the huge investments involved, and 
consequent low returns on net worth. The 
ri.se in the company's cement capacity has 
coincided with massive expansion of 
the domestic cement industry. Though 
cement account.*! tor less than a fourth ol 
the company’s turnover, it remains a 
significant factor as far as prolltahility is 
concerned. 

The company faced a .setback in 
I99K-99 when its net profit declined by 
11.4 per cent over the previous year. Con- 
tinued pressure on cement prices coupled 
with the higher depreciation and interest 
charges on account of the commissioning 
of cement plants in Gujarat and Andhra 
Pradesh alfectcd the company’s profit¬ 
ability adversely. 

The company' s engi nccring and projects 
business contributes around 60 per cent 
of its total turnover and it enjoys margins 
that are higher than average. Keeping in 
mind its core strengths, L&T has decided 
to take recourse to a restructuring plan for 
which it has appointed the U,S-ba.scd 
Boston Consulting Group (BCG) as 
advisors. The inicmaiional consultants are 
expected to develop a comprehensive 
programme to siocr the company to 
maximi.se .shareholder value. BCG, which 
IS to submit its recommendations by 
November I his year, is c xpected to propo.se 
measures for value-creation through 
accelerated growth and enhanced 
profitability and al.so review the company's 
business portfolio and revalidate its 
strategics for becoming an Indian 
multinational. 

If reports are to be; believed, L&T plans 
to hive off its core businesses into separate 
companies. This move is expected to help 
the company leverage its strong funda¬ 
mentals better in engineering, con.struction 
and cement. 

Meanwhile, with cement prices firming 
up in recent times, the outlook for the 
company’s cement business appears 


encouraging. For the first quarter of the 
current year, the company’s net profit 
touched Rs 208.5 crore as compared to 
Rs 289.5 crore in the corresponding period 
la.sl year. Net sales improved by 34 per 
cent to Rs 2409.3 crore during the same 
period. The company’s stock prc.scntly 
quotes at around Rs 352 on the bourses, 
discounting its 1998-99 earnings by 18.6 
times. 

HINDALCO 

Right Decisions 

One of the lowest cost producers of 
aluminium in the world, Hindalco has 
several strategic advantages which help it 
contiol the largest chunk of the Indian 
market for the metal. These include access 
to good quality and low cost bauxite 
reserves, capti ve power gencration to meet 
most of its needs, alumina and smelting 
facilities, downstream production plants 
that span several pnxlucts, and strategic 
Joint venture companies that ensure 
uninterrupted .supply of other key inputs 
such as causttc soda and ali'mimum 
lluoride. 

The company performed well in 1998-99, 
notching up a 14.2 per cent increase in net 
profit on a 19.9 per cent rise in net sales. 
Though operating profit improved by 24.9 
per cent over 1997-98. a sharp increase 
in depreciation (up 60.5 per cent due to 
the incrca.se in fixed assets following 
completion of the capital investment 
programme) and interest (higher by 15.6 
per cent) did curtail the rise in the com¬ 
pany’s bottomline to .some extent. With 
earnings per share growing from Rs 66.6 
to Rs 76.1, Hindalco raised dividend from 
52.5 per cent last year to 65 per cent. 

Keeping in mind that international prices 
of aluminium on the London Metal 
Exchange (LME) fell 18 per cent over the 
same period, the company’s performance 
isquitcencouraging. In fact, on an average, 
the company realised prices around three 
times higher than those in 1997-98, at a 
time wheu aluminium prices were at a 
five-year low. 

One of the main factors responsible for 
Hindalco’s improved performance was the 
fact that it completed its huge capital 
investment programme, carried out over 
the last four years, and these began to yield 
results during the year under review. In¬ 
creased volumes with consequent cost 
advantages helped the company move 
again.st the indu.stry tide. The technical 


snag at Nalco’s smelter, another major 
Indian aluminium producer, also provided 
Hindalco with an opportunity to increase 
domc.stic sates. 

Another important .strategy that the 
company has adopted is its foray into 
downstream products such as sheets, foils, 
extrusions and cans, and power trans¬ 
mission lines, which are the key to higher 
realisations. The significance of this move 
is evident from the fact that today though 
value added products make up no more 
than a seventh of the company’s volumes, 
they account for half of its turnover 
annually. 

Right decisions have helped the 
company build up its clout in the industry. 
Its decision to opt out of its proposed 
Rs 8,000 crore Adilya Alumina project in 
Orissa appears to be one such. With US- 
based consultants Kaiser Aluminium and 
Bechtel Inc having cast doubts over the' 
viability of the project at its envisaged 
capacity of 2.5 million tonnes. Hindalco 
has decided to shelve the project as 
expected returns and shareholder value 
creation may not quite be commensurate 
with its large si/e and risks. 

The company’s stock presently quotes 
at around Rs 935 on the bourses, 
discounting its 1998-99 earnings by 12.3 
limes. The outlook forthe company appears 
bright with aluminium prices having 
perked up at the LME during the current 
year. Though higher prices could lead to 
increased output ail over the world, not 
to mention the off-loading of inventoiics 
built up over the pa.st year. Hindalco should 
manage to hold its own against cheap 
imports bccau.se of its lower co.st of produc¬ 
tion and other strategic strengths. 

TATA CHEMICALS 

Expansion Put on Hold 

Initially manufacturing soda ash, Tata 
Chemicals later diversified into fertilisers 
and cement in the early 1990s when 
margins from its earlier product became 
stagnant. Today, while fertilisers (urea) 
contribute the largest chunk of its total 
revenue (up to 47 per cent), soda ash 
comes second bringing in another 39 per 
cent of total turnover. The balance is 
accounted for by products such as vacuum 
salt, sodium bicarbonate, cement, caustic 
.soda and detergent. 

The company’s urea sales in 1998-99 
were lower by 4.9 per cent over that in 
the previous year. Due to operational 
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The Week’s Cimipanics 


(Rs lakh) 


Financial Indicators 


Larsen & Toiibro 

March March 
1999 1998 


Hindalcn 

Industries 


March 

1999 


March 

1998 


Tata 

Chemicals 

March March 
1999 1998 


Income/appropriations 

1 Net sales 688277 

2 Value of production 704140 

3 Other Income 19535 

4 Total imonw 723675 

5 Raw matcrials/stores and 

spares consumed 231275 

6 Other manufacturing expenses 213330 

7 Remuneration to employees'* 49292 

8 Other expenses 134100 

9 Operattn)’ profit 95678 

10 Interest 24928 

11 dross profit 79038 

12 Depreciation 26814 

13 Profit before la\ 52224 

14 lu\ provision 5150 

15 Profit after ou 47074 

16 Dividends 17962 

17 Retained profit 29112 

I.ialiililies/assets 

18 Paiii-iip capital 24852 

19 Reserves and surplus 345767 

20 Uing-term loans 250506 

21 Short-term loans 85372 

22 Of which hank borrowings 31123 

23 Ciross fixed assets 587477 

24 Accumulated depn’ciation 132000 

25 Inventories 199863 

26 Total assets/liahililies 945603 

Misrcllancniis items 

27 Excise duly 40872 

28 Gross value added 158187 

29 Total foreign exchange income 31180 

30 Total foreign exchange outgo 100542 

Key rinancial and performance ratios 

31 Turnover ratio 

(sales to total assets) {%) 12.Ti 

12 Sales to total net assets (%) 97.42 

.33 Gross value added to 

gross fixed a.ssets (%) 26.93 

14 Return on investment 

(gross profit to total assets) (%) 8.36 

15 Gross profit to sales 

(gross margin) (%) 11.48 

36 Operating profit to sales (%) 13 90 

37 Profit before tax to sales (%) 7 59 

18 Tax provision to 

profit before lax (%) 9 86 

19 Profit after tax to net worth 

(return on equity) (%) 12 70 

40 Dividend (%) 65 00 

41 Earning per share (Ks) 18 94 

42 Book value per .share (Rs) 147 40 

43 P/E ratio 18.58 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 68.39 

45 Short-tenn bank borrowings 

to inventories (%) I5..57 

46 Sundry creditors to 

sundry debtors (%) 105.69 

47 Total reinuntjt-ation to employees 

to value added (%) 31.16 

48 Total remuneration to employees 

to value of production (%) 7.00 

49 Gross fixed assets formation (%) 6.99 
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13645 
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24092 

2.3.319 
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66459 

1.3512 
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72.34 

19451 
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80031 

83839 

6()()8.5 

32.598 

44726 

21027 

12460 

7764 

11615 

11513 

59004 

71.379 

58.321 

20983 

.33213 

5860 

14700 

8700 

2816 

4.3.50 

53144 

56679 

49621 

18167 

28863 

17800 

5324 

4301 

10026 

12916 

35744 

51.355 

45320 

8141 

1.5947 

24850 

7447 

7447 

18070 

18070 

3173.52 

476.301 

116225 

149537 

141.396 

223769 

66276 

74(K)7 

93971 
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2425 
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2425, 

3982 
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31888 

549115 
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273995 
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119378 

162888 
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70516 

59053 

145345 

31.567 
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25.555 

30238 

8.17.540 
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350642 

.144256 
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24609 

19744 

10528 

11737 

146876 

93626 

72739 

.56119 

71439 

65453 

16727 

17026 

205 

1998 

73.355 

8547 

12708 

5801 

10522 


6.3.34 

.30.78 

34 87 

38 44 

44 03 

85 00 

.31.98 

36.68 

41 52 

48.54 

26.75 

17 99 

20 09 

20.48 

27 46 

9..56 

14.61 

15.64 

9.30 

12 99 

15 09 

47.45 

44.86 

24 19 

29.51 

15.56 

51 .36 

49.31 

39.37 

43.85 

11.12 

40.40 
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15.57 
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9.93 
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14.92 
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10.84 
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88 25 

NA 

12.28 

NA 
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66.27 

20.36 

26 99 

56.07 

62 81 

.32.24 

7 68 

14.39 

111.92 

105.46 

99.97 

•4 45 

87 01 

21.79 

26 42 

28.17 

12 7.3 

I3..56 

11.58 

9.16 

7.76 

6.61 

6.63 

491 

4 15 

21.64 

4.3.78 

17..5() 

5.47 

7.44 

10.22 

14.08 

12.40 

-15.49 

.39.81 


problems, the company’s fertiliser com¬ 
plex at Babrala prciduced only 8.7X lakh 
tonnes of urea a.s against 10.2 lakh lonnes 
produced in the previous year. The 
shutdown due to technical problems and 
the non-nptimal operation also resulted in 
increased energy consumption, further 
adding to costs. 

On the .soda ash front as well, demand 
declined by 3.5 per cent during the year 
due to reduction i n inventory by con.sumers 
and a lower growth in the detergent market. 
Exports too were adversely affected by the 
abundant availability oflow cost soda ash 
from China both in south-east Asia and 
west Asia. 

With urea coming under the Essential 
Commodities Act and its pricing dispatch 
and distribution being determined by the 
government, there is a high level of 
subsidisation of fertiliser for farmers, 
consequently leading to unremunerative 
margins for manufacturers. This has also 
led to Tata Chemicals putting on hold its 
Rs 1.200 crore investment plans for 
doubling the capacity of its urea plant at 
Babrala in Uttar Pradc.sh to 1.5 million 
tonnes per annum. The current capacity 
of the Babrala unit is 7.50.000 tonnes per 
annum and t^eexpansion project envisaged 
a gestation period of over three years. The 
company has now decided to reroute the 
funds collected lor this project to other 
ventures such as modernisation of its 
Milhapur soda ash plant. 

A major development for the company 
has been the decision ol the Income Tax 
Appellate Tribunal which allowed its 
full claim for deduction of Rs 86.42 crore 
paid as interest in the assessment year 
1992-93. This ruling is expected to im¬ 
mensely benefit the company because it 
has a chain of claims ol about Rs 3.50 crore 
on the same issue in the next couple of 
years. Reportedly, the company isexpcctcd 
to benefit by about Rs 2(K) crore when this 
ruling is given effect to. 

The company's stock presently quotes 
at around Rs 74 on the Bombay .Stock 
Exchange, discounting its 1998-99 
earnings by 7.4 times. The company’s 
•Strategy to diversity into urea in order to 
reduce Huctuations in ils earnings from 
soda ash has not helped it much due to 
the fertiliser pricing system. The delay in 
determining the pricing policy ol urea and 
the feedstock availability problems have 
already taken their toll of the company’s 
performance. The company is now 
considering various investment options 
in the process indu.stry. Though it is well 
positioned competitively.TataChcmicals’ 
futuic depends on government policy 
and possible future diversitication. 


50 Growth in inventories (%) .37.51 


NA. means not available. 
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COMMENTARY 


RAJASTHAN 

Backward Caste Movement 
Gains Ground 

Nonica Datta 

The continuing debate in the media over the status of jats in 
Rajasthan and Sonia Gandhi’s decision to cancel her tour of the state 
are symptomatic of deep fissure in the Congress over the issue of 
including jats in the OBC category. Clearly, the backward caste 
movement has come of age in the state and political parties will need 
to accommodate their interests. 


TTIE spectre of caste has increasingly come 
to haunt Indian politics. Caste, wrote the 
noted social anthropoligist M N Srinivas, 
“is so tacitly and so completely accepted 
by all, including those most vocal in 
condemning that it is everywhere the unit 
of social action”. Even though the role of 
caste is often decried as a Hssaparous 
threat to national unity in some quarters, 
it is much more widely lauded as a channel 
of communication, represenation, and 
leadership w hich links the mass electorate 
to the democratic political processes. 

Caste as a factor in Indian politics is not 
new, though the resurgence of the OBC 
movement is of comparatively recent origin 
and can be traced to the process of Mandal - 
isation initiated by V P Singh. With the 
backward caste movement gaining 
momentum throughout the country 
thereafter, the upwardly mobile jats in 
Rajasthan have also joined the race to 
secure access to the levers of power and 
patronage through reservations. The recent 
developments in this state, particularly on 
the eve of the forthcoming elections, is a 
pointer to the strength of the backward 
caste movement in Raja.sthan. 

The demand for reservations affects the 
upper ca.ste Hindus more than any other 
segment of .society. Hence, the organised 
opposition in Rajasthan, as indeed 
elsewhere, to the jat’s demand for an OBC 
status. No wonder the Congress, having 
recovered the ground it had lost to the BJP, 
is sensitive to the upper caste backlash. 
But, in the process, it has alienated the jats, 
who had hitched their fortunes with the 
Congress in the recent assembly elections. 
The recently concluded All-India Jat 
Mahasabha in Jaipur, chaired by the former 
wrestler Dara Singh, has lashed out at the 
Congress for its ‘betrayal’. The presence 
of Kanshi Ram. Ajit Singh andTariq Anwar 
lent much political weight to what was 


reportedly a massive gathering. The 
message emanating from the meeting was 
‘No quota, no vote’. “If khatis, charans, 
sunars and dar/.is are declared as 
backwards, why not us”, stated Dharamvir, 
an IAS officer spearheading the present 
agitation. 

Historians and political scientists have 
plotted the trajectory of jats in the plains 
of north-west India, comprising the states 
of Rajasthan, Haryana and western Uttar 
Pradesh. But much less is known about 
their counterparts in Rajasthan, who.se 
origin and history, though documented 
during thecolonial period, is still shrouded 
in mystery. Part of the rea.son for this 
neglect is that the jats in the region, once 
the stronghold of princely states and feudal 
barons, did not produce a high-profiled 
leadership cither in the Mewar or the 
Marwar regions. Nobody acquired the 
stature of Chhotu Ram, who in the I92()s 
and 193t).s, created among jat peasantry in 
Punjab an awareness of the importance of 
its collective strength. 

Following the reorganisation of the 
states, the Rajasthan Jat Mahasabha, an 
offshoot of the All-India Jat Mahasabha 
founded in 1905, followed in the footsteps 
of Chhotu Ram. I.x)cal and regional jat 
leaders, some of whom allied themselves 
with the Congress, staked their claims 
through a well-organised campaign. They 
gained some advantages from their 
alliance, but the Congress, wary of alien¬ 
ating itsuppercasteconstitucncy, has been 
reluctant to go far enough to fulfil their 
aspirations. The latest burst of angeragaiast 
the Congress in not fulfilling its commit¬ 
ment to jats has been expressed by three 
Congress leaders, including a formerunion 
minister, who have recently defected to 
Sharad Pawar’s Nationalist Congress Patty. 

Given their past and recent experiences, 
one can understand why the jats insist on 


being included in the OBC list. Their chief 
grievance is that they have neither 
prospered during the long years of 
Congress rule nor found adequate 
representation in the bureaucratic or 
institutional structures. Though some 
amongst them have done well in the 
countryside, the rajput jagirdari elite 
continues to enjoy monopoly on land- 
ownership and the symbols and rituals 
of social deference. In some areas the 
rajputs exercise the right to decide on and 
enforce public rules. 

In the 1920s and 1930s the Kisan Sabhas 
in Rajasthan organised large-scale agit¬ 
ations against the predominance of the 
upper castes: indeed their role was critical 
in mobilising important segments of rural 
society. The Arya Samaj movement, 
though based in Punjab, was also acataly.st 
of change and modernisation in Rajasthan. 
Prominent sadhus, including Swami 
Keshwanand and Karmanand. and 
religious bards toured jat villages preaching 
and singing of social reform, of the 
inequities of the existing order, and of the 
righteousness of the cause of socia’ 
purification and change. They helped to 
foster a strong jat consciousness in a 
politically benign region. 

Despite the pioneering role of the Arya 
Samaj, there is still strong resistance to 
any radical restructuring of the power 
equations. Balbir Singh, an elderly Delhi- 
ba.sed jat activi.st, insists that the social 
barriers, inherent in the caste hierarchy, 
have not been broken down. Many others 
like him want a share in the symbols of 
social dominance. I was told by a journalist 
from Nagaur, an important centre in 
Marwar and a citadel of jats, “that ii is still 
uncommon for jats to ride elephants or any 
beast of burden before the hearths of 
prestigious rajputs”. The point is well 
taken. The caste structures in Rajasthan 
are, to a large extent, intact. More im¬ 
portantly, the political and economic 
aspirations of the jats have not been ful¬ 
filled in a region where progress has been 
slow and tardy. 

The strength of a community (‘jati’) lies 
in its representation in government and 
the profession. This is where the jats of 
Raja.sthan feel left out. “Discrimination 
against us is rampant. This is the cause 
of our community's backwardness”, 
observed Balbir Singh. Harendra Mirdha, 
son of die senior Congress leader Ram 
Niwas Mirdha. underlines the back¬ 
wardness of jat peasantry in western 
Rajasthan. According to him, the creamy 
layer formula should be applied in the case 


2630 


Economic and Political Weekly September 11, 1999 



of reservations so that the facility benefits 
the most deserving. 

It is difficult to foretell which way the 
wind is blowing: Sonia Gandhi’s decision 
to cancel her tour of Rajasthan last month 
and the continuing debate in the media 
over the status of jats, is symptomatic of 
deep fissures in the Congress over the 
issueofincludingjatsintheOBC category, 
fjut one thing is for sure. What is being 
echoed today on the streets of Jaipur and 
Jodhpur is nothing new. Long years ago, 
Chhotu Ram had made strenuous efforts 
to unite the Jats of Punjab, western UP and 
Rajasthan: he even found in the sacred 
Pushkar lake a powerful smybol of jat 
unity. It was he who secured for them, 
though in a limited way, the status of a 
backward community. It was he who sensit¬ 
ised them to the importance of harnessing 
their energies to create a jat front. 

Today, what is being demanded by the 
jat.s of Rajasthan may be seen as a serious 


THERE is a price to be paid for being 
ahead of your time. In July-August 1983, 
a group of young students from Delhi 
University made a long, arduous journey 
on fool through the Narmada valley. They 
studied the landscape, spoke to villagers, 
interviewed government officials, and 
scanned through the available official 
documents on the largest development 
Voject planned in free India. After their 
return to Delhi the travellers wrote an 
extcn,sive report on their findings, 
published, naturally, in the Economic and 
Political Weekly. The essay had a 
straightforward title: ‘Narmada Valley 
Project: Development or Destruction?’ 
lEPW, June 2-9, 1984). 

Hie authors of this study came from a 
then-fledgeling environmental group 
named Kalpavriksh. They were not 
professional writers, or professional social 
scientists. Yet thereisacomprehensiveness 
to their analysis that, to my mind, has not 
been surpassed in the numerous books 
and essays since published on this most 
^controversial project. In 13 closely - 
erhaps too closely - printed pages of the 
EPW were elaborated the ecological and 
cultural impact of the proposed dams on 


threat to the uper caste hegemony. But the 
fact is that the backward caste movements 
have come of age in Rajasthan, as indeed 
in other states. It would thus be foolhardly 
to disregard or take lightly their relentless 
quest for socio-economic empowerment 
and a greater share in the power structures. 

In effect, political patties, having shed 
some of their past inhibitions and broad¬ 
ened their social base, will have todiscover 
effective ways of accommodating the 
interests of the jats and other backward 
castes in Rajasthan and elsewhere. In the 
long run, this must surely be every party’s 
agenda for the next millennium. Ashok 
Gehlot, the chief minister, should be able 
to read the writing on the wall if he wants 
to secure the support of the jats who can 
influence the result of 18 Lok Sabha seats 
in the September elections. How he deals 
with the rest of the OBC bloc, which is 
26 per cent of the population, is a million 
dollar question. 


the Narmada. The claims made by the state 
were subjected to close (and damaging) 
analysis. This was (heir conclusion: 

Deforestation, soil erosion and 
impoverishment, siltation of reservoirs, 
pollution, land scarring, wildlife 
destmetion, cultural disruption - all these 
seem to be inevitable impacts of the kinds 
of activities that the Narmada project in 
its present form envisages. In the long run, 
such environmental dismption is bound to 
reverse the temporary gains made by the 
project. Viewed from this angle, the project 
appears to us to be frighteningly suicidal 
in nature. 

There is nothing of substance in 
Arundhati Roy’s The Greater Common 
Good that had not already been stated in 
that article of June 1984. Kalpavriksh 
anticipated the novelist by 1S years. Indeed, 
they, were there before Medha Patkar was. 
The EPW essay was, it appears, an 
important reason why Medha Patkar 
decided to shift from social work in 
Mumbai to social action in the Narmada 
‘ghati’. 

If the price for being a pioneer is that 
you don’t get any of the credit (when the 
world Anally wakes up), then that is a price 


that Kalpavriksh would readily pay. For 
it is an association with a remarkably 
undeveloped collective ego. The cause, 
rather than the celebration, has always 
been paramount. Of all the voluntary 
groups known to this writer, only the 
Peoples Union for Democratic Rights 
matches Kalpavriksh in its indifference to 
media attention or individual reward. 
(There is another way in which the two 
groups can be compared, to their mutual 
credit. This is the lack of sexism in their 
internal operations, the fact that in both 
the PUDR and Kalpavriksh women have 
played critical roles as actors and initiators.) 

Kalpavriksh dates its formal origins to 
19th September 1979. when ihc young 
girls and boys who were to he its founding 
members took part in a demonstration 
against tree felling on the Delhi Ridge. 
Regular meetings in .schools commenced 
thereafter. Then, the next summer, a group 
of Kalpavriksh members went on a tour 
of TchH Garhwal with the padayatri par 
excellence, Sundarlai Bahuguna. This, 
their first exposure to village India, was 
critical in bringing a .social conscience to 
bear on an already developed environ¬ 
mental awareness. What they leami in the 
Himalaya inlluenced their involvement 
in the campaign against the notorious 
Forest Bill of 1982. In the same year, 
Kalpavriksh also investigated and wrote 
about the deaths through police firing 
of villagers grazing cattle inside the 
Keoladeo Ghana National Park in 
Bharatpur. 

I first made my acquaintance wiiii 
Kalpavriksh in January 198.). 1 had just 
published an essay in this journal which 
questioned the faith among socialists that, 
especially in apoorcountry, environmental 
movements were but a ‘bourgeois 
deviation’. While visiting Delhi I was 
contacted by three members of 
Kalpavriksh, and subjected to a searching 
examination. It was a singular experience, 
not least because the interviewers were 
much younger than myselt. Two among 
the interview panel were still in school; 
one had just joined university. The 
interrogators wished to discover whether 
my EPW essay was the product of more 
than a passing academic fashion. I do not 
think I completely convinced them of my 
credibility. Since there could never be any 
question about theirs, I determined to 
pursue the relationship, regardless of any 
lingering doubts on their side. For somc 
16 years now 1 have been challenged and 
inspired by Kalpavriksh. 

There are three areas of work in which 
Kalpavriksh has made notable con¬ 
tributions. The first is environmental 


Kalpavriksh School of Social Ecology 

Ramachandra Guha 

If the price for being a pioneer i.'i that you don ’/ get any credit then 
that is the price that Kalpavriksh would readily pay. A 20th 
anniversary tribute to the environmental organisation. 
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education. They have organised numerous 
lectures and exhibitions in the schools of 
Delhi, and have also published literature 
(based principally on their own work) for 
wider di.ssemination. I think especially of 
thei r documentation of the threats to little- 
known and fragile environments, such as 
the Andamans. These appear under their 
own imprint; in the wider world, 
meanwhile, two former members of 
Kalpavriksh, a husband and wife 
partnership, are among our foremost 
science journalists. Another person who 
spent her early activist years with 
Kalpavriksh is now a leading figure in a 
leading environmental NGO, and the 
author herself of influential essays on the 
politics of climate change. 

Kalpavriksh has also built upon its early 
studies of large dams. When the Narmada 
Bachao Andolan got going in the late 
eighties, it was Kalpavriksh members who 
staffed and ran its Delhi Support Group. 
They helped link the Andolan witA like- 
minded groups, and produced, and widely 
publici.sed, updated critiques of the project. 
For several years they circulated a fact- 
filled newsletter on dams. Individually, 
.some of the teenagers I once knew have 
gone on to author impressive scholarly 
works on the politics and ecology of water 
use. One Kalpavriksh member published 
a fine sociological study of tribal 
participation in the Narmada Andolan; a 
second wrote a closely argued book on the 
political economy of water management 
in modern India. A third has just finished 
a doctoral thesis on the environmental and 
social implications of flood control. 

Mo.st members of Kalpavriksh came to 
the environment through an interest in 
wildlife. Bird and tiger watching produced, 
in this case, not a loathing for the human 
animal soeasily perceived to be (he 'enemy' 
but. rather, the desire to reconcile the 
sometimesconflictingaims of biodiversity 
conservation and social justice. The 
management of our forc.sts and wildlife 
sanctuaries has continued to be of abiding 
interest. Bird counts have been organised 
in Sultanpur and Corbett; studies, set in 
other sanctuaries, conducted of the impact 
on bicxiivcrsity of commercial felling and 
mining. 

An old faithful of Kalpavriksh has an 
unsurpassed knowledge of the status of 
our national parks. He has been in the 
forefront of the still evolving movement 
to make parks and sanctuaries more 
sensitive to the rights and claims of the 
human communities who live within or 
adjacent to them. His knowledge - 
leavened with his humanity - is embodied 
in dozens of essays and several books. A 


honourable mention is also due to the 
Kalpavriksh member and erstwhile 
Narmada traveller who joined the Indian 
Forest Service to put his ideas and 
commitment into concrete practice. 

The group now produces a regulariPA A/ 
Update, promoting the idea of ‘Joint 
Protected Area Management', modelled 
on 'Joint Forest Management’, whereby 
the stale and local communities might 
come to work in creative partnership. But 
the academic study of forests and 
wilderness in India also owes an enormous 
debt to Kalpavriksh. I think of a young 
historian I know who has done important 
work on the history of wildlife con¬ 
servation. Another hi.storian is completing 
a book on the intellectual history of 
European forestry. A conservation bio¬ 
logist has published a well-documented 
analysis of pastoralists in Himachal 
Pradesh, knocking myths about the 
‘destructive’ impact of grazing on 
biodiversity. An economist trained at the 
Delhi School of Economics, but oriented 
nonetheless towards fieldwork, published 
an essay in the EPW on Panchayat forest.s 
in Kumaun - this complemented by a more 
formal justification of common property 
resource management published sub¬ 
sequently in the flagship American 
Economic Review. The scholars who 
admire the work of these four lads do not 
generally know that, in each case, it might 
never have come to pass without 
Kalpavriksh. 

Kalpavriksh provided an early training 
in social commitment for some who later 
moved out of the environmental field. 
Two of the stalwarts of the PlIDR, heroic 
and inspirational figures both, came to 
that organisation from Kalpavriksh. The 
youngest in the group that interviewed me 
back in 1983 moved into journalism; he 
now writes from that most difficult of 
outposts for an Indian reporter, Islamabad. 
(He earlier reported, outstandingly, from 
Colombo). I am told that the district 
magistrate of Latur in the post-earthquake 
rebuilding period was a Kalpavriksh man. 

This listing is certainly incomplete, based 
as it is on one person’s knowledge of the 
organisation. Other men and women from 
Kalpavriksh have gone on to become 
activists, social workers, and scholars. One, 
whom I did know, came from an aristocratic 
Delhi family, yet cho.se, with her doctor 
husband, to run a rural clinic andsnoti vate 
peasants to protect fore.sts in the Kumaun. 
It was in those forests that she died, 
tragically and before her time, working to 
the end in the spirit of quiet, unself¬ 
conscious .service that Kalpavriksh has 
made its own. 
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Role of Election Commission 
in Ensuring Fair Polls 

AKKoy 

THE Election Commission can play a vital role in ensuring that the 
Selections are fair ami free, hut the success of the measures it 
proposes am! implements depends critically on the degree of 
commitment of political parties and leaders to the democratic process 
and the well-being of the people. 


BVEN wiihout Kargil and Ihc monsoons 
this mid-lonn poll woulil liavo been a most 
cruiial election lor the country. Within 
tour years the country is lacing the third 
election II this lime al.so the election tails 
10 give any party a clear majority and 
produces a hung parliament this may well 
become the la.st election under the present 
Constitiilion. Elections have become, 
increasingly co.stly allairs and result in 
stalling all developmental activities. In 
^nihartiie Lok Sabha elect ion co.st Rs 10 4.5 
crorc in 19.52. Rs9.5crorein 1957,Rs 7..11 
crore in 19(i2. Rs 10 96 crorc in 1967. 
Rs l4.43crorein 197I.Rs29.8l crore in 
1977. Rs 37.07 crorc in 19X0. Rs 78.2X 
crore in 19X4 and Rs 110 crore in 19X9 
and in the country as a whole the amount 
would be .several times higher. In the 
1 Ith Lok Sabha election (1996) Rs .542 
crore was spent, in the 12th Lok Sabha 
election (I99X) .some Rs 750 crorc, and 
in the pre.sent 13th Lok .'^abha election 
(1999) the amount is likely to be more than 
Rs 1,000 crorc. So in this election not 
only the late ol political parties hut that 
ol the Constitution and the country is 
^ ^ at stake. 1'his has pui some additional 
and extraordinary responsibility on the 
Election Commission, political parties 
and. ol course, on the people to make the 
polls lair, the results clear and the whole 
exercise healthy leading to a better 
tomorrow. 

The role ol the Election C'ommission is 
iniporiant. 'Hie main point is how to 
eliminate the domination ol money and 
mu.sclc potVer and put a cheek on the 
tanning of parochial feeling, derailing the 
process ol election. Though the issue is 
connected with I he bniader question of 
social values and of the system it.self. the 
Election Commission can have a catalytic 
role in the process. In the past the com¬ 
mission used to he considered a wing of 
the administration to complete the 
lormalitics of the election. Nobody even 


knew the name ol the Election Com¬ 
missioner, or gave any importance to this 
institution or even took notice ol its 
activities. However, alter the coming of 
T N .Se.shan. thcie was a change. Till 
Seshan was i n ol l ice he used to be the most 
talkcd-about person in any election, 
towenng above all candidates, making his 
presence felt on ail - the government, 
parties and the people. A model code of 
conduct was made to operate firmly and 
sometimes quite absurdly, showing the 
hitherto undiscovered and untapped power 
of the commission hidden in the 
Constitution. The way the election in Patna 
was declared null and void and olllcials 
shilled overnight over the head, ol the 
government made the admini.stration 
shudder. 1'hough after Seshan that initial 
momentum has slowed down, the trend 
continues and the ollicc of the Election 
Commission and its wings in the state.' 
may not now' be taken lor granted. 

1'hough Seshan's shock treutnienl is 
considered bciiei than no treatment and 
often admired, cxpeiience shows that this 
docs not solve Ihc real problem So the 
initialcuphoiia.the Seshaneffccl' .started 
evaporating even during Seshan's time. 
Oncof the rca.sons wusthat the commission 
could not woi k as a super-government nor 
was it meant to bring about social relorm. 
Sometimes it appeared that even the 
direction was wrong, defeating the basic 
objective. For example, the commi.ssion 
issued an ordinance last year to enhance 
the security deposit of candidates from 
Rs 5(K) to Rs l(),(M)(). i e, by 20 times, and 
increase the limit on expenditure from 
Rs4.5 lakh to Rs 15 lakh. The reason 
given for the first was to discourage non- 
.serious candidates who used to regard the 
election as a sport (there were 13,952 
candidates in the 1996 election lor 542 
scats) But the treatment was worse than 
the di.sca.se and was definitely ol no help 
in reducing the intlucnce of money power. 


On the contrary, it made elections even 
more the exclusive playground for 
moneyed people where the poor could not 
think of getting an entry. It the aim was 
to eliminate noti-.scrious nominations, the 
number ot propo.sers should have been 
increased such that before aspiring to 
contest the candidates and their parlies 
would need to build organisations in the 
constituency instead ol arranging lor the 
enhanced security deposit. 

Regarding the limit on expenditure, 
experience shows that loi a candidate and 
a party with roots in society and leet on 
the ground, the amount Rs 4.5 lakh is not 
small since the campaigning tune has been 
reduced to 20 days (i c. Rs 22,500 pet day. 
when the average per capita income per 
day ol the people who are lo vote is less 
than Rs 35 and half ol them live below 
the poverty line). To curb money power 
I n elections what is needed is not an increase 
ill the legal limit on expenditure but a ban 
on donations Irom business houses and to 
make it compulsory lor candidates not 
only lo submit the actual account ol 
expenditure in elections but also the .source 
from which lunds aie collected. It is good 
that a major lu'i party has relu.sed to take 
a donation Irom a big bii.smesshou.se. Real 
repre.senlalives ol the people can go to 
parliament if parties leuin lo live on siiiall 
subscriptions from people and the 
candidates are made lo walk on the ground 
to find out the ground reality. 

I'he recently published report ol the 
I.awConimissioii and the letter ol the law 
ininisler al.so show how divorced is the 
thinking ol the governing bodies and the 
law-makers Irom the real problems 
standing in the way ot making elections 
lair and yielding results m the interest ol 
the country. An ab.surd and totally irrelevant 
proposal III the name ot avoiding in.siabili:y 
of the government is to miiiimise the 
number ol itidependcnis. whose number 
was only six in the last parliameiil by 
increasing the security deposits ot the 
independent candidates to Rs 2 lakh, fins 
means that only the rich people will have 
the opportunity to stand as independents 
Moreover, political instability in the 
country has not been because of 
independents but the big parties in which 
principles have taken a back seat lor long. 
The bigger the parly the greater is its 
contribution to the instability. In the 
lecently concluded conicrence ol leading 
social workers and intellectuals on July 
24-25 at .Sewagram, Wardha, there was 
even an ’Appeal to the Nation’: ‘The 
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people should reject those parties which 
have been in power at the centre and in 
the states and who have been responsible 
for the piesent wars in which the country 
finds itscll.” 

The liicction Commission should evolve 
some eode and enforce it with or without 
the consent oi the major parties to 
disqualify all those Irom contesting who 
change parties or enter parties after the 
dissolution oi Lok Sabha, i c, with an eye 
to get a ticket. Parliament is not meant for 
such self-.seeking .speculators. This means 
that the law of defection is to be made to 
operate not only when there is a parliament 
but al.so alter il is dissolved. 

State lunding of the parties for elections 
IS another proposal. Politicians and political 
parties squee/.e the slate exchequer enough 
after being elected and it would be 
ridiculous if they are to be funded for the 
elections as well. Instead of election 
campaigns being tunded by the state there 
should be heavy taxation of every party's 
election expenditure. 

Whal alfects the results of elections the 
most is the increasing bogus voting. In the 
past this u.sed to be at the most .5 to It) 
per cent, but now it exceeds 50 per cent 
in some pl u es in Bihar. Practically one- 
third to half of the votes are bogus. 
Pieviously there used to be long queues 
ol voters with 50 to 55 per cent polling, 
but now there is hardly any queue and still 
polling is 70 per cent. Things have become 
worse with local toughs, the polling 
machinery and policemen participating in 
all this. So as part of its ‘arrangements' 
for the elections, one party in Dhanhad 
collected the list of polling parties and 
their centres and reaped rich di v idends the 
last time. People have become so dis¬ 
illusioned that many have started 
subscribing seriously to the naxalile view 
that elections arc a farce. It is good that 
the Wardha conlerence suggested that “on 
the day of election, vigilance should be 
organised at polling booths by local 
volunteers with the permission of the 
Election Commission in order to ensure 
that the election is free and fair and is not 
vitiated by hoolh-capluring or other 
malpractices". 

To combat this menace Seshan thought 
of photographs for voters, but lor strange 
reasons the system which could have 
had some effect in the industrial urban 
belts with large floating votes was not 
pul to u.se. However, even this would 
have had only partial effect as the main 
pmblem lies elsewhere. Now large-scale 


rigging takes place not by imperson¬ 
ation but by a few persons stamping 
the ballot papers in full view of the pol¬ 
ling authorities. This generally takes place 
at the end of the day or at the beginning 
when the voters are yet to exercise their 
franchise. 

The best way of resolving this problem 
is to organise people’s resistance, as the 
Wardha conference has suggested. But 
where that is not possible, another step is 
to examine on complaint the counterfoil 
on which each voter is to sign before 
voting and which is preserved. It is difficult 
to ascertain that those signing are indeed 
casting their vote, but if the signatures or 
thumb impressions are found to be of the 
same persons then the fraud can easily be 
detected and it concluded that the election 
has not been fair. Polling officers may 
not be able to detect impersonation, hut 
they would definitely be able to notice 
bogus stamping and must report it after 
the poll, if it is not possible to do so during 
the poll process because of the lack of 
security. If the polling officers do not 
complain but aggrieved parties do and the 
complaint is later proved to be valid on 
examination of the counterfoils, then the.se 
officers must be brought to book for 


conniving with the fraud and concealing 
the facts. 

To curb the use of muscle power in 
elections, the local police and admini¬ 
stration which generally connive in such 
acts mu.st be shuffled. Theday the campaign 
stops and until the end of the polls the 
entire administration should be put under 
the Election Commission and should 
function directly under the president. This 
would help eliminate many of the griev¬ 
ances of opposition parties about real or 
imaginary misuse of state power by ruling 
parties in elections. 

There is talk of reviewing the 
Constitution and the election system and 
switching over to the proportional 
representation or list system. But with the 
ever-changing parties and a fractured 
polity, this will create more problems than 
it will .solve. And India is not Germany. 
What is more, the fault is in us and not 
in the Con.stitution. Perhaps this was 
anticipated by B R Ambcdkar when tie 
said while replying to the debate on the 
(^institution on November 25, 1949: “I ^ 
feel, however good a Constitution may be, 
it is sure to turn out bad, because those 
who arc called to work it happen to be a 
bad lot". 


CENTRE FOR SOCIAL STUDIES 

SURAT 

Training Course on “Computer Applications in Social Sciences" 

The Centre for Social Studies, Surat is organising an ICSSR sponsored 
course on COMPUTER APPLICATIONS IN SOCIAL SCIENCES from 
Oct 25 to Nov 3,1999. The Course is meant for social science researchers 
who are engaged in survey research and need to deal with analysis 
and data processing. Knowledge of basic statistical method is essential. 
This course is designed to orient the participants to fundamentals of 
computer, computer processing, foundation of data processing, 
quantification methods, statistical techniques and use of SPSS. 

Travel (to and fro second class), lodging and boarding will be provided 
free to the selected participants. Those selected will have to deposit 
Rs 500/- as earnest money which is refundable only after full attendance 
in tli8 course. Participants will be charged a fee of Rs 800 in case of 
teachers; Rs 400 for PhD student with fellowship; Rs 200 for PhD student 
without fellowship. 

For applications: Course Director, Centre for Social Studies, 
University Campus, Udhna-Magdalla Road, SURAT- 395 007 

latest by Octobers, 1999. Phone: (0261) 227173, 227174, 226391. 
Telefax; (0261) 223851 E-mail: social9bom6.vsnl.net.in 
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RehabQitation of Scavengers 

Ramesh Chandra 


A national scheme to eliminate scavenging by putting in better 
sewage systems and rehabilitating scavengers has been in operation 
since 1991-92. But it has achieved little so far. 


RESTRICTING or forcing a person to any 
particular occupation on the basis of caste 
has been a great flaw of the Indian social 
system. Nelson’s theoretical interpretation 
of the Indian caste system - genesis of 
social structure and basis of social order 
- seems obsolete in present times when 
society at large seems in no mood to accept 
this idea of structure thrust from above any 
more. More so, in the lightof technological 
and scientific attainments, continuance of 
use of human labour to carry out tasks 
which involve the notion of filth is un¬ 
acceptable. Scavenging is one such 
occupation, a blot on the Indian social 
sy.stem. People engaged in this occupation 
arc, as a social group, called the 'bhangis', 
who were labelled as an exterior caste and 
polluted people throughout the country. 
This view was held even by Hutton, famous 
fur his ca.stc-based census enumerations 
of the country (1931), “it is not possible 
to say generally that such and such caste 
is exterior to Hindu society and to apply 
that dictum to the whole of India. It may 
he possible to do so in the case of certain 
castes such as dom and bhangis. A 
reflection that bhangi in background of its 
hereditary occupation is regarded as 
exterior eveiywhere in India and thus 
scavengers are lowly placed in social hier¬ 
archy in Indian society, is easily dis¬ 
cernible” (italics added, Bindeshwar 
Palhak (1991); Road to Freedom: A Socio¬ 
logical Study on Abolition of Scavenging 
in India, Motilal Banarsidas Publishers, 
Delhi). It is rather unfortunate that although 
equal opportunity to all and right to a 
dignified life were incorporated in Indian 
Constitution, it is still not a reality Su years 
later. 

The low cost sanitation system, Sulabh 
International, developed by renowned 
action socioiogi.st Bindeshwar Pathak, is 
important for the liberation of scavengers, 
‘sulabh .shauchalaya’ serving as a public 
utility and conversion of dry latrines into 
water borne (based on pit system of wet 
sanitation) would help improve sanitation 
and liberate scavengers from their tradi¬ 
tional occupation. Planners and social 
policy-makers formulated a national 
scheme of liberation and rehabilitation 
of scavengers and their dependents with 
a view to eliminating the practice of 
scavenging altogether. 

This national scheme of eliminating 
.scavengirrg and di.sposal of ‘night soil’ on 


human heads was initiated in 1991 -92, but 
became effective during the eighth plan 
period when the ministry of welfare 
initiated a scheme for abolishing night- 
soil disposal on human heads. 

‘The process of liberation of scavengers 
involves not only value conflict, rehabilit¬ 
ation and change in the means of livelihood; 
it is also closely related to the change in 
social status and patterns of social 
relationship” [Pathak 1996: 14]. While 
this aspect of liberation depends on social 
and cultural constraints, one thing which 
can be done immediately is stopping the 
use of traditional dry latrines altogether. 
It is heartening to note that the scheme of 
liberating scavengers through low cost 
sanitation has been introduced in different 
parts of the country. Bihar introduced the 
scheme not only in cities like Patna and 
Ranchi but also in smaller towns like 
Pumea, Medhuhani and Arrah besides 
.some industrial towns like Dhanbad and 
Jamshedpur [Pathak 1996: 19). However, 
Delhi illustrates how a .scheme began with 
good intentions can become skewed and 
non-operational. 

The national scheme of liberation and 
rehabilitation of scavengers has been 
envisaged with two integral components 
with a view to eliminate the practice of 
scavenging. One is to restructure the 
mechanism of disposing night soils by 
introducing water borne latrines and the 
other is to rehabilitate the scavengers in 
some other occupation by providing 
adequate training. 

The work of conversion of dry latrines 
into water borne is a prerequisite to stop 
the practice of scavenging. Dry latrines are 
found in towns and rural areas all over 
India. Responsibility for conversion of dry 
latrines lies upon agencies such as 
municipal corporations and other local 
government organisations. At national 
level the responsibility of such conversion 
of dry latrines into water borne ones is 
with the ministry of urban development. 

The rehabilitation of scavengers thus 
freed from the traditional work of disposing 
night soil as headloads, is the responsibility 
of the ministry of welfare. This is the '.soft¬ 
core* work of the entire scheme of 
liberation and rehabilitation. To meet this 
objective the scheme evolved three dimen¬ 
sions in its implementation. One, a time- 
bound programme of identiHcation of 
scavengers and their dependents at the 


national level in different states/union 
territories and up to the level of village. 
Two, a survey of aptitudes of scavengers 
for alternative jobs or trades and a 
comprehensive training programme for 
identified trade or job. Necessary training 
of a duration of one to six months would 
be arranged in local training centres of 
different departments of state/central 
government. Besides, NGOs and such other 
organisations, which have some expertise 
in the respective subject of training, are 
to be involved in the programme. TTiree, 
the financial component for rehabilitating 
scavengers in different traders or jobs by 
providing adequate loan or subsidy and 
margin money, etc, through banks and 
direct central assistance. 

Further, an expenditure of Rs S,000 per 
month and a stipend of Rs ISO each for 
identified liberated .scavengers and their 
dependents was envisaged. For their 
rehabilitation a sum of Rs S(),0(X) has been 
fixed as financial assi.stance to the project 
for each beneficiary. It includes SO per 
cent of subsidy subject to a ceiling of 
Rs 10,000 of capital cost, margin money 
loan of IS per cent of the project cost at 
a nominal interest rate of 4 per cent. 
Remaining portion of fund requirement is 
to come from commercial hanks who are 
under advise of Re.serve Bank of India to 
entertain such proposals. However, the 
entire amount of subsidy on training is to 
come from the central government while 
the outlay on margin money is to be shared 
by respective state and the central 
government in the ratio of 49:51. 

Ever since the inception of the scheme 
of liberation and rehabilitation of 
scavengers in 1991-92 with total fund of 
Rs SO.SO crore as central assistance, there 
has been an upward increase steadily in 
fund allocation. During the eighth plan 
period. 1992-97, Rs 464 crore was set 
aside for this pniblcm. A look at the 
yearwisc financial involvement and 
performance of ‘training and rehabilit¬ 
ation* programme helps us to assess the 
performance of the scheme at the national 
level (Table 1). 


Tabix I: Funds and Accompushments of 
SCI lfcMF. 


Year 

Funds Released Number of 


to Slate 

Scaveneers 


Govemmcnl Trained 

Rehabili- 


(Rs Crore) 


laled 

1991-92 

.50.50 


- 

1992-93 

60 73 

I62RB 

19007 

199.3-94 

70.97 

13266 

40820 

1994-95 

73.00 

24568 

6.3746 

199.5-96 

90.00 

50000* 

100000* 

Total 


104122 

223573 


Note-. * Proposed by slate govcminents. 
Source: Annual Report, Ministry Welfare, New 
Delhi. l99.‘5-96. 
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The survey for identification of scaven¬ 
gers was carried out in 13 states and union 
territories - Andhra Pradesh, Assam, 
Haryana. Himachal Pradesh, Jammu and 
Kashmir, Kerala, Madhya Prade.sh, Orissa. 
Punjab, KaJasthan.TamilNadu, Delhi and 
Pondicherry. The survey identified 7.36 
lakh people (Ministry of Welfare, Annual 
Report M5-96). Statewisc survey statistics 
arc given in Tabic 2. 

In western states of Gujarat, Rajasthan 
and Maharashtra work of rehabilitation 
has been slow or negligent. In nunc of 
these .states has the training component 
covered more than 3.15 per cent of the 
identified scavengers; and in rehabilitation 
accomplishment is about 11.00 per cent 
in Maharashtra. In Delhi, where the 
abolition of scavenging was announced 
by the prime minister from the rampart of 
Lai Quila, out of 17.420 identified 
scavengers only 153 were offered training 
in alternative vocations and 701 were 


Taru 2: SrAiTwi.st Numueks ui- .Scavcnuhrs 

IN( MIDINO DcPkNDfcNI'S 


State/Union Territory 

Number of 
Scavengers Identified 

Andhra Pradesh 

7453 

Assam 

5651 

Bihar 

40249 

Cujarai 

4(XXX) 

Haryana 

18188 

Himachal Pradesh 

4760 

Jammu and Kashmir 

3548 

Karnataka 

5825 

Kerala 

1339 

Madhya Pradesh 

8(K)72 

Maharashtra 

126691 

Orissa 

17122 

Punjab 

26819 

Rajasthan 

87938 

Tamil Nadu 

35.561 

Uttar Pradesh 

226189 

West Bengal 

30000 

Delhi 

17420 

Pondicherry 

476 

Nagaland 

1800 

7.36114 


Simrrr Ministry of Welfare. Annual Report 
1995-96 


Table 3; 

TkAININI, ANU Rl'IIABILirATION OF 
,S('AVr.NCiERS 

State 

Number of 

Trained 

Rchabili- 


Scavengers 


tated 

Maharashtra 

1266‘JI 

3990 

1.3948 



(3.15) 

(11.00) 

Gujarat 

4(MX)() 

Nil 

1596 



(00 00) 

(3.99) 

Raiasthan 

87938 

2675 

1621 



(3.04) 

(1.84) 

Total 

2.54629 

6665 

17165 



(2.61) 

(6.74) 

Delhi 

17420 

153 

701 



(0.88) 

(4.02) 

India 

7.36114 

97809 

189456 



(1.3.29) 

(25.74) 


M>/e: Figures in brackets arc percentages of state 
totals 


rehabilitated by 1994-93. Situation at the 
national level is far from satisfactory. Of 
the total number of identifted scavengers 
(7,36,114) only 13.29 per cent could be 
trained and 25.74 per cent were re¬ 
habilitated until 1995-96 (Table 3). 

It is disheartening to observe the dismal 
performance of the scheme so vital to 
social upliftment of the downtrodden and 
neglected people. This in spite of the fact 
that a simple technological solution has 
been available since the 1960s. The 
constraints arc of two kinds ‘hard core' 
- conversion of dry latrines into wet water 
borne ones, and softcore - training and 
rehabilitation programme. 

Conversion of dry latrines is a subject 
under the charge of department of urban 
development. Bearingexpenscson account 
of dry latrines poses a problem. Under the 
general policy, the government can bear 
cost only in case of those belonging to 
weaker sections of the society who are 
below the poverty line. This allows limited 
scope for conversion work. Dry latrines 
exist in small and medium class towns of 
varying community and income group 
composition. Even in municipal towns of 
bigger sizes or class there are dry latrines. 
In Delhi, a proposal to bear expenses of 
conversion of dry latrines irrespective of 
economic .status of residents was rejected 
because the better-off residents would also 
benefit. Unless some stringent law is 
enforced to do away with the practice of 
disposal of nightsoil manually by 
compelling the residents to incur such 
necessary expenses on conversion works 
this practice will not end. However, funds 
do play a deterrent role in this major task. 
The problem can be solved only if the civil 
residents themselves come forward on their 
own to go for conversion work at their 
expcn.scs. 

Constraints were observed in the .soft¬ 
core sector of training and rehabilitation 
as envisaged by implemcntating agency. 

The rate of stipend, R$ 150 per month, 
for each trainee is much lower than the 
average income earned by scavenging. 
There is a proposal to enhance the stipend 
from Rs 150 to Rs 750 per month. 

Although loans are to be granted to 
individual target beneficiary as per norms 
laid under the scheme with arrangements 
with the Reserve Bank of India, subsidiary 
banks have shown reluctance in sanc¬ 
tioning loans to those found defaulters on 
account of other developmental schemes, 
and to more than one individual of the 
same family. These banks refuse to sanction 
loan on technical grounds, non-feasibility 
of projects and in default cases for want 
of assured repayment of the loans. 

Inadequate infrastructural support and 
contribution at grass roots level is yet 
another impediment to the scheme. In fact 


different state departments are supposed 
to cater to the need for providing training 
to identified persons. The training gets 
weakened firstly by poor enrolment of 
persons due to lack of initiative and 
sufficient stipend amount; and then, by 
poor co-ordination and inadequate 
facilities. 

As regards the rehabilitation programme, 
project formulation has not seen beyond 
the traditional avenues of piggery, poultry 
and the like which turn to Im non-viable. 
There is a need to evolve projects on the 
basis of current demand for goods and 
services. 

Considering the poor performance, there 
have been a number of attempts to expand 
the scope of scheme qualitatively. One 
such attempt is to reformulate the training 
modules .so as to incorporate TRYSEM 
norm of training conducted in the rural 
development ,sector. Diverting the channel 
of central assistance through the state 
scheduled caste development corporation 
(SCDC) directly through its nodal central 
agency, the National Scheduled Caste and 
Scheduled Tribes Finance and Develop¬ 
ment Corporation is another major 
breakthrough. 

The focus is being shifted from indi¬ 
vidual beneficiary to his/her family unit 
so as to widen the scope of group projects 
to be taken up for rehabilitation. Yet 
another significant .step has been the setting 
up of National Commission for Safai 
Karmacharis in 1994. This commis.sion is 
to recommend specific programmes for 
elimination of inequalities between states. 
To' provide education to the children of 
scavengers and others in unclean occupa¬ 
tions, under a scheme in operation since 
1977, financial assistance such as scholar¬ 
ships, is provided. The central government 
bears 50 per cent of the expense (Rs 1.98 
crorc at the end of the sixth plan period). 
Besides, an ad hoc grant of Rs 500 per 
month to all eligible children and scholar¬ 
ship is given for 10 months in a year to 
both hostelites and day scholars. 

No matter how well-formulated a 
national policy is, success depends upon 
commitment, implementation and the 
response of the target groups, their ethno- 
centricism, population size, socio-cultural 
characteristics and will to accept change. 
Merely pumping in funds cannot help solve 
the problem. There must be a two-way 
reciprocal arrangement between the policy¬ 
makers and the beneficiaries. Much can 
be achieved with limited funds if the size 
of target group is contained and alternative 
avenues are explored. 

[This is a revised version of 'Rehabilitation of 
Scavengers: Some Policy Perspectives’ presented 
at a seminar held at the Centre for Social Studies. 
Surat, in 1997. The views are of the author and 
not of the organisations with which he is or has 
been associated.] 
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Myth of Empowering Urban Local Bodies 

Soumen Bagchi 

In absence of devolution of financial powers from the state 
government, the political empowerment of the urban local bodies, 
as envisaged by the 74th constitutional amendment, fails to make 
much sense. 


rr is a common belief among the scholars, 
policy-makers and many others involved 
in the sphere of urban problems and issues 
that the Constitution (seventy-fourth) 
Amendment Act. 1992, has been a break¬ 
through in the history of urban local 
governance in India. Apparently it may 
seem that the 74th Amendment. 1992, has 
made a dent in the urban governance in 
India in comparison to the status enjoyed 
by the urban local bodies (ULBs) prior to 
it. It is to be noted that the local admini¬ 
stration was a state subject according to 
article 12, .schedule 5, list 11 of the Con¬ 
stitution. Article 268 and article 269 of the 
Constitution of India specify the duties 
that are to be levied by the government 
of India but will be collected by the state 
governments. It also clearly mentions those 
duties and taxes that will be levied and 
collected by the government of India hut 
are to be assigned to the states. No such 
provision was kept for the urban local 
bodies in India. The 74th amendment, 
1992, was in reality reluctant enough to 
keep such provisions. Article 243X of the 
Constitution of India does not specify the 
duties, tolls and taxes to be levied and 
collected by the municipalities and those 
to be collected by the state and assigned 
to the local bodies. The ultimate decision 
of authorising and assigning selective taxes 
to the local bodies continues to reside with 
the state legislature. However, the forma¬ 
tion of the .state finance commissions (SFC) 
has been a significant move in this direc¬ 
tion. Article 243Y empowers the SFCs to 
make governing principles regarding 

(a) the distribution between the state and 
the municipalities of the net proceeds of 
taxes, duties and tolls leviable by the states, 

(b) the determination of taxes, duties, rolls 
and fees which may be assigned to or 
appropriated by the municipalities, and 

(c) the grants-in-aid to the municipalities 
from the consolidated fund of the state. 
Thus, it can be seen that the 74th amend¬ 
ment, 1992, has more or less succeeded 
in keeping the financial powers of the 
local b^es within the jurisdiction of the 
state governments. Similar is the case so 
far as the devolution of functions and 
responsibilities to the local bodies is 


concerned. Article 243W (Xllth schedule) 
of the 74th amendment. 1992, consists of 
a long list of obligatory functions for the 
ULBs. However, what functions and 
responsibilities should actually be assigned 
to the municipalities in place of or in 
addition to what they already have is still 
left to the state legislatures. Thus, if the 
provisions in the 74th amendment, 1992 
are analysed critically, the amendment 
seems to have succeeded only in providing 
a long list of functions and responsibilities 
to the local bodies without doing much 
in empowering them with the financial 
powers. It .seems at the moment that the 
74th amendment, 1992. itself needsceitain 
amendments for it to be more specific in 
its objectives. Empowering the ULBs 
should not remain limited to political 
empowerment as it does not make much 
sense without financial empowerment. 

In fact, shortage of resources is a major 
problem faced by the ULBs in India. On 
the one hand, the local bodies have few 
buoyant taxes at their disposal, and on the 
other, even these taxes undergo certain 
unscientific method of computation, as in 
the case of property tax, or suffer from 
inefficient collection because of unwarran¬ 
ted political intervention. The empower¬ 
ment of the ULBs has more or less remained 
a matter of di.scussion for scholars and 
researchers. So far as the financial con¬ 
dition of the ULBs in India is concerned, 
it is largely dependent on state govern¬ 
ment’s transfers either through various 
grants or assigned revenues. The financial 
situation of the ULBs further deteriorated 
except for Gujarat and Maharashtra with 
the abolition of octroi and without pro¬ 
viding an appropriate alternative for the 
same. Octroi is .supposed to be the only 
source of revenue based on the level of 
economic activity of the city and had the 
required growth potential according to the 
increasing resource requirement of the 
ULBs. Often the abolition of octroi is 
justified on the ground that its method of 
collection led to enormous wastage of 
time and energy. So, the best way to 
improve the situation, it was thought, was 
to do away with it rather than attempt a 
more scientific and time-saving mode of 


its collection. This drastic step satisfied 
the affluent few but in the long run handi¬ 
capped the ULBs already in a financial 
mess. Thus, on the one hand, the objective 
is to empower the ULBs to make them go 
to the capital market and private partners 
for lumpy capital investments, and on the 
other, make them more dependent on the 
state government grants by abolishing the 
most buoyant revenue source which could 
have been used for various other purposes 
including debt-servicing. In the states 
where octroi has been abolished, it is being 
compensated by an octroi compensatory 
grant from the 're.spective state govern¬ 
ments. The situation is however far from 
satisfactory. While the octroi accounted 
for nearly ^70 percent of the total revenue 
and grew over time with the growth in 
economic activity of the city, the grants, 
besides being a fixed amount, account for 
a mere 15-20 per cent of the ULBs’ total 
revenue. Thus, it has been often observed, 
the policies adopted by the government 
become self-defeating. 

The state government is no more in a 
position to continue subsidisation of the 
civic amenities and has to look for un¬ 
conventional method oi financing urban 
basic services through funds trom the 
capital market or public-private partner¬ 
ship. Nevertheless, the success ol such 
experiment will depend to i large extent 
on the financial self-sufficiency of the 
ULBs. Hence, the government will cither 
have to reinstate octroi or will have to 
allocate an appropriate alternative tor the 
city level goveniment, provided the alter¬ 
native .source gmws with the growth in 
city’s economic activity and of course, 
does not have to face the .similar hazards 
in itscolicction as was the case withoctroi. 
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Dealing with Sexual Harassment 
at Workplace 

Impasse Continues 

Bina Srinivasan 

The manner in which the case of sexual harassment in the MS 
University has been handled by the concerned authorities points to 
the need for a countrywide campaign for the adoption of the Supreme 
Court guidelines. 


THE MS University campus has been 
fraught with tension over the issue of 
sexual harassment since March 1999. As 
has been extensively reported, it was the 
complaint of a PhD student that triggered 
off the furore. In response to the student's 
complaint of sexual harassment by her 
guide, the vice-chancellor instituted an 
inquiry committee to go into the issue 
which, to pul it mildly, gave the lecturer 
a clean chit. The MSU syndicate lost no 
time in unanimously accepting the report 
without a murmur of protest at the lan¬ 
guage or the obvious biases of the inquiry 
committee report. 

Close on the heels of the inquiry com¬ 
mittee report came the report of the 
Guidelines C'ommittcc which pre.sented 
the syndicate with recommendations to 
set up a redrcssal mechanism to deal with 
sexual harassment on the campus. On 
August 2.1999 the syndicate unanimously 
rejected this report. The syndicate con¬ 
tends that the recommendations are one¬ 
sided. A new committee has now been set 
up to ‘look into the recommendations', 
and amend them suitably. The genesis of 
the rejected report can be traced to the 
Supreme Court judgment on sexual ha¬ 
rassment at the workplace which was 
delivered in August 1997. The then vice- 
chancellor. Padma Ramchandran set up a 
Guidelines Committee to go into the means 
by which a redressal mechanism could be 
instituted in the MSU primarily as a pre¬ 
ventive measure. The Guidelines Com¬ 
mittee also had a mandate from the syn¬ 
dicate. The Supreme Court judgment 
legitimised and endorsed the concerns 
expressed by women withinthc university 
and other women's groups. Indeed, the SC 
judgment gave an impetus to women’s 
groups in campu.ses ail across the country. 
Many consultations and discussions have 
been held since then. As a result, many 
groups have come up with drafts for 
policies that could be instituted by edu¬ 
cational institutions. Following the UGC 
directives to all universities, the efforts of 


women’s and students groups have been 
further underscored. 

AtMSU.theGuideliiKsCommittec look¬ 
ed up various draft policies, legal provi¬ 
sions, the SC judgment and formulated a set 
of recommendations. Some of these are; 

- A permanent cell called the Sexual 
Harassment Prevention and Redrcssal Cell 
should be constituted with seven members 
on board, half of whom should be women. 
The cell should also be chaired by a woman 
and include representatives from the 
Baroda University Teachers’ AsstKiation 
(BUTA), the syndicate, an academic 
member. Women’s Studies Research 
Centre, an NGO working on women’s 
is.sues and a PhD student. 

- A constituting committee should be 
entrusted with the selection of members 
of the cell. 

- The functions of the cell should include 
dealing with complaints of .sexual harass¬ 
ment, and creating a gender friendly 
environment. 

- The cell should adhere to the Supreme 
Court definition of sexual harassment. 

I’he Guidelines Committee report has 
two dissenting notes. The first one asks 
for punitive measures for the complaint, 
“in the same manner as it would have been 
imposed on the accused if found guilty’’, 
if, "the inquiry committee comes to the 
conclusion that the complaint is baseless 
and it is made by the complainant with 
the mala fide intention of harming the 
reputation of the accused’’. The second 
dissent note .says that, “the accused must 
be .suspended from his duties immedi¬ 
ately’’, onr?. a complaint has been regis¬ 
tered. 

As is evident, the Guidelines Commit¬ 
tee has taken care to include representa¬ 
tives of all the parties that would be af¬ 
fected by complaints of sexual harassment 
within the university, i e, students, teach¬ 
ers and women. NGO members have been 
included to safeguard against internal 
pressure. The arbitrary dismissal of such 
recommendations .seems to indicate a mis¬ 


placed fear on the part of the syndictte. 
When seen in conjunction with the 
syndicate’s acceptance of a report that has 
made short shrift of a complaint of sexual 
harassment against a lecturer it seems 
ominous. In addition, the recommenda¬ 
tions adhere so completely to the Supreme 
Court guidelines that it is surprising, to 
say the least, that the syndicate has reacted 
in this knee -jerk and short-sighted fashion. 

Here a comment on the first dissent note 
is necessary. A cell set up to look into 
sexual harassment cannot begin with a 
stipulation that ‘false complaints’ need to 
be punished. Such a stipulation overlooks 
the situation on the ground. Central to the 
is.sue of sexual harassment at the work¬ 
place is the mtsu.se of power and the si lence 
that usually surrounds it. Sexual harass¬ 
ment is an expression of domination in the 
crudest sense as it inhibits women from 
functioning without fear of violation of 
their sexual dignity. A cell to go into cases 
of sexual harassment is geared to cater to 
the needs of women who are vulnerable 
to misuse of power. If creating a women- 
friendly environment is the basic issue, 
then introducing a punitive clause is self- 
defeating. In.stead of preventing sexual 
harassment it will prevent complaints 
against such acts. 

The way the syndicate has chosen to 
react to both the reports reveals a deep- 
rooted resistance to making fundamental 
structural changes. This opposition seems 
to hinge on two factors. (il the fear of 
talcing an unambiguous pro-women stance, 
and (ii) the reluctance to allow for mecha¬ 
nisms that would break the silence around 
sexual harassment. The silence imposed 
on women in this context is linked to a 
morality that sanctions the .supposedly 
‘predatory’ nature of male sexuality. The 
two polarities at play here are male privi¬ 
lege and female assertion. Since one 
cancels out the other there is a clear 
oppositional dynamic. When institutions 
decide to disfavour female assertion, they 
take sides with male privilege. Any mecha¬ 
nisms that seeks to break the silence 
overturns the balance of forces. By that 
standard a perspective that allows for any 
move towards such an overturning can 
indeed be called biased. However, the 
objective reality is that women, even in 
positions of power, are often vulnerable 
to a morality that gloiiftes submission and 
celebrates domination. The SC guictelines 
are a breakthrough in that they represent 
an attempt by the state to articulate a 
women-centr^ point of view in terms that 
unequivcKally favour gender-justice. 

It is true that merely constituting a cell 
as recommended above will not solve all 
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problems. All such bodies would be sub¬ 
ject to various kinds of influences. How¬ 
ever. the importance of the existence of 
such a cell is that it would act as a deterrent 
to acts of sexual harassment. This is pre¬ 
cisely what the SC guidelines hope to 
initiate when they refer to preventive 
measures. TTuit, however, is the second 
step yet. In MSU. as is perhaps the case 
elsewhere, even the fitst step, i e. the need 
fora cell has met with such resistance that 
we seem to be decades away from any 
effective implementation of the SC guide¬ 
lines. Atthis juncture, the struggle it seems, 
is about the acceptance of the SC mandate. 
Implementation and devising ways in 
which they can be complemented with 
tamper-proof measures will be a protracted 
and pcrhap.s, acrimonious affair if educa¬ 
tional institutions refuse to re-examine 
some of their inherent proclivities towards 
preserving the male dominated status quo. 

Despite the wide publicity given to the 
SC judgment it seems that the authorities 
in MSU have failed to realise that not 
taking active steps to amend their statutes 
in accordance with the judgment, is tan¬ 
tamount to contempt of court. At the 
National Consultation on Sexual Hara.s- 
.sment on University Campuses organised 
by Indian Association of Women's Stud¬ 
ies and the Human Rights Programme of 
the University of Hyderabad in January 
1999, most groups reiterated the many 
frustrations of weeing with similar atti¬ 
tudes. In rejecting the recommendations 
as biased, the MSU syndicate endorses its 
belief in the submission of women to 
.structures of power governed by a male- 
dominated ethos. The new committee 
refuses to allow for participation of 
women’s groups both inside the univer- 
.sity or ouuide. This surely reveals what 
could be called anti-women prejudices on 
the part of the syndicate. A bias in favour 
of vulnerable sections is an acknowledg¬ 
ment of the disadvantages caused to 
vulnerable sections of society by struc¬ 
tural biasies and displays a will to rectify 
that. However, a disposition in favour of 
existii^ power structures that are predi¬ 
cated on the subcH-dination of these vul¬ 
nerable sections negates the very basis of 
justice. Indeed it calls into question the 
very obje^ives of setting up any mecha¬ 
nism that ostensibly speaks for these 
sections. So while we do have a committee 
in place at the MSU, it remains to be seen 
-as to what mantle it will don. 

As none of these developments have 
occurred ina vacuum, it is even moreclear 
now that given this environment, if the SC 
guidelines have to be implemented, the 
struggle would have to be across univo-- 


sities, across all workplaces. As it were, 
battielines have been drawn in a war that 
seeks to decide if sexual harassment on 
campus is an issue that merits any serious 
concern. In a context vitiated by Machia- 


IN the autumn of 1991, expectations were 
high in Russia. The unsuccessful coup 
d'etat of August 19 had finally revealed 
to the public the incapacity of Mikhail 
Gorbachev to bridle his regime. His re¬ 
instatement in power within two days of 
the coup never revived the aura of his 
political prowess for the rest of his tenure. 
For Russia, Gorbachev was gone and the 
political hero was Boris Yeltsin, a populist 
maverick catapulted to prominence by the 
‘velvet revolution'. His demagogy had 
buried forever the essence of glasnost under 
the debris of a crumbling Soviet Union. 
Within just four months, the Soviet Union 
was no more. In retrospect, it seems 
Russia’s real agony had just begun. 

The period since August 1991 in Russia 
has remained as tumultuous as the 
country’s bumpy palhtoctqiitalism. Native 
prescriptions for quick capitalism have 
landed the country in chaos. An estab¬ 
lished system was thoroughly dismantled 
in favour of a system that has never fully 
taken root. The shenanigans of unsuccess- 
Itil reforms have more hoirifying tales 
to tell than just explain the inability of 
political leadership. Hie failures are re¬ 
flected in the every day misery of Russia’s 
people. 

In the book Genocide published in 
Russian in 1997. Sergei Glazyev states 
that from 1992, a consistent tendency of 
depopulation is discernible in Russia: the 
death figures are I.S times higher than 
birth. The per woman birth rate is just 1.3 
children - lowest of all European coun¬ 
tries. At the same time, IS deaths are 
registered per 1,000population-the high¬ 
est in entire Europe. This tendency, if 
continued, suggests that by 2005, there 
will be a 6 per cent or 9 million decline 
in Russimi population. Longevity is 
declining, currently at 57,5 years for men 


vellian t«:tics, women in MSU may find 
themselves bereft of even the minimum 
support the system can offer in terms of 
safeguarding their interests on the cam¬ 
pus. 


and 70.4 years for women. Infant mortal¬ 
ity is rising. 

The post-Soviet economic difficulties 
have negatively affected the Russian re¬ 
productive behaviour. Lack of employ¬ 
ment opportunity, less pay and often no 
job along with ail attendant difficulties of 
transition from socialism to capitalism have 
largely discouraged the population to 
procreate. Seventy million people or half 
of Russia’s fatal population are on the 
brink of or below the poverty line. Com¬ 
pared to 1990, the level of poverty in 
Russia was up 15 times in 1997; and after 
the August 1998 economic crisis, it 
has soared higher driving nearly 70 
percent of the population to the brink 
of subsistence. 

A couple of years back, when Anatoly 
Chubais obtained the ouster of the then 
Central Bank chief Victor Gerashchenko, 
easy credit flow suddenly ceased. Infla¬ 
tion was attacked through monetary star¬ 
vation and debts and wage arrears piled 
up. Much of the economy shifted to the 
rails of barter, and when that fai led to yield 
results, a large part of the population of 
Russia was reduced to hand-to-mouth 
existence. This was the cumulative result 
of years of experiments with dismantling 
the Soviet economy. This was Indeed the 
leal shock therapy for the Russians. After 
eight years of reforms, less than one-third 
of the Russians expect to have enough 
financial resources to consider buying a 
house; and only one-sixth think they could 
borrow a few weeks’ wages from a bank. 
In contrast, as noted by Robert V Daniels, 
“capital accumulated from speculation or 
from natural resource exports was 
squirrelled away in Swiss bank accounts 
and London real estate to the tune of per¬ 
haps $ 100 billion a year”. It is clear that 
when people suffered, racketeers profited. 


Russia: Twilight of Yeltsin Years 

PL Dash 


Yeltsin’s last year as president is the most intensely political year for 
Russia. Yeltsin needs a man he can trust as the new president 
considering his shady links with Russia’s oligarchs and the Russian 
mafia. But there is a real challenge posed by Moscow mayor Luzhkov 
and ousted prime minister Primakov. The economy and the common 
people continue to suffer while politicians play politics. 
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Employment in Russia has decreased 14 
per cent, from 75 million in 1990 to 64 
million in September 1998 and GDP has 
fallen during the same period by more than 
40 pi‘i cent. The minimum monthly wage 
IS currently 83 rubles or just around $ 4. 
Some 15 per cent of the Russian popu- 
luiioii in 1996 was made up of people who 
were very poor’. While only 3 per cent 
ol the iroor live in metropolitan cities like 
Moscow and Si Petersburg, poverty has 
become a chronic phenomenon in rural 
Russia where it is estimated to be 43-44 
per cent. With low education, inadequate 
occupational skill and lack of access to 
landed property, the ‘very poor’, obvi¬ 
ously unemployed, remain invariably the 
worst sufferers. 

While this lowest decile of the popu¬ 
lation is the cause of concern, in spring 
1998. three in five Russians were not 
gelling the wage or pension they were 
entitled to. This trend has increas^ ever 
since. Russia's per capital GDP in 1998 
fell by 4.6 per cent and is expected to drop 
further by 3-4 per cent in 1999. Amidst 
this gloomy picture of a country that was 
once a superpower, Russia is drafting a 
budget for 2{)(X). which is just $ 24 billion 
or half the budget of Texas. In 2000 Russia 
is going to spend 42 per cent of the budget 
in debt servicing. It targets an economic 
growth rale of just 1.5 per cent with 18 
per cent inflation. These figures are un¬ 
likely to take Yeltsin's countrymen to a 
luxurious millennium. 

In the past eight years of Yeltsin's rule 
analysts encounter the ebbs and tides of 
incr^ible negation. Prime ministers ap¬ 
pear and disappear, but the country’s 
president goes on to throw surprising 
reshuffles of his political cards. Aligning 
with the forces of foreign capital con¬ 
trolled by the native neo-rich called oli¬ 
garchs. ailing Yeltsin is the typical symbol 
of Russian decadence. Russia’s cadence 
of sorrow is really the decadence of its 
leadership. His promises of a prosperous 
Russia have proved empty promises, and 
people doubt that they would ever be 
tulfilled. 

In the past 17 months, Yeltsin has 
changed five prime ministers. First, Victor 
Chernomyrdin was replaced by Sergei 
Kinyenko in March 1998. Kinyenko lasted 
five months and was thrown out in August 
1998. Yeltsin’s efforts to reappoint 
Chernomyrdin at that time met with the 
Duma's stoic opposition. Yevgeny 
Primakov, who rose as a compromise 
candidate endorsed by all was unexpect¬ 
edly out by May 1999. His failure to 
minimise economic problems ai^ handle 
the Kosovo crisis to the linking of the west 


earned him the displeasure of Yeltsin. His 
place was then taken by Sergei Stepashin, 
who continued in office for a mere 82 days 
up to August 9, 1999. From that day, a 
little-known Vladimir Putin, who was once 
a close associate of the discredited St 
Petersburg mayor, Anatoly Sobchak, has 
taken over the mantle to take Russia to 
the 21st century. 

Why has Yeltsin been changing prime 
ministers so frequently? A look at Yeltsin ’ s 
way of functioning through the years of 
presidency reveals a tussle between the 
president and the Duma. Over the years 
the president has grown apprehensive of 
a danger to the very presittential system 
Russia has evolved in post-Soviet years. 
The danger first stemmed from the com¬ 
munists led by Zyuganov; secondly, from 
the ultranationalists headed by 
Zhirinovsky, and thirdly, from the rest of 
the innumerable factions opposing the 
presidential system in general and Yeltsin 
in particular. 'Yeltsin’s forte has been doing 
damage to these groups and sending them 
into political oblivion. 

The other apprehension is family centred. 
Under the shadow of Yeltsin’s failing 
health, the coterie around the family has 
grown more powerful. Active here are 
people as much from the immediate fam¬ 
ily as from the political family. The blood 
relatives arc Yeltsin’s wife Naina, his first 
daughter Yelena Okulova and her hus¬ 
band, his second daughter Tatyana 
Dyachenko and her former and pre.sent 
husbands and a host of people close to her. 
They include media tycoon Boris 
Berezovsky, journalist and book writer 
Valentin Yumashov, former ministers 
Anatoly Chubais, Boris Nemtsev, presi¬ 
dential staff Aleksandr Boloshin and gas 
magnate Roman Abramovich. All these 
pdople act in a close coterie to Yeltsin and 
manage Russia and her politics the way 
they like. Yeltsin, himself incapable of 
physically overseeing all their activities, 
gives in to what they say. Tatyana 
Dyachenko plays the conduit between 
various factions within the coterie in her 
official capacity as advisor to the presi¬ 
dent. Major appointments and dismissals 
including those of prime ministers are 
decided in this coterie. No Russian pre¬ 
mier has ever been privy to this circle of 
fortunate few, who take major decisions 
about Russia’s future. 

The other consideration is the Luzhkov 
factor. Moscow mayor Yuri Luzhkov is 
currently the most popular person. Hand- 
in-glove with the powerful mafia, Luzhkov 
is chary of contesting the forthcoming 
elections, and instead has expressed his 
support for Yevgeny Primakov. Yeltsin’s 


Economic 


alarm stems from the fact that the political 
equations are fast changing, particularly 
a^r the announcement of parliamentary 
elections to be held on December 19. 
Experience of the hostile Duma over the 
past years has compelled Yeltsin and his 
cronies to ensure that the next parliament 
is not entirely anti-president. 

Yeltsin’s last year in power is Russia’s 
most intensely political year. New align¬ 
ment of political groups are .surfacing to 
take Russian national cause to the people 
during the two upcoming elections; first 
in December 1999 for the Duma, and then 
in July 2000 for the presidency. Yeltsin, 
who has kept himself away from the public 
throughout his tenure after re-election in 
1996, seems now to be concerned about 
his political legacy. 

In fact, his legacy for Russia is of taking 
revenge on his comrades of yesteryears 
and coterie rule. Politicians of different 
hues and creed agree that right from his 
'five hundred days reforms’ through ‘shock 
therapy’ to total privatisation, his has been 
a saga of continuous failures. A question 
that must be haunting Yeltsin in his sleep 
is; will he be tried for his failures after he 
leaves office? Russia in turmoil has no 
clear answer to it; and possibilities are 
many. 

Therefore, Yeltsin along with his close 
coterie of half a dozen people, has been 
searching for ways to ensure adequate 
safety to his political future, economic 
interest, and physical well-being after he 
leaves office. Behind the removal of every 
prime minister Yeltsin had the aim of 
reducing their stature. Now history may 
repeat itself at Yeltsin’s cost. Since the 
country’s constitution provides for the 
prime minister to take over the presidency 
in case of the president’s sudden demise, 
personal reasons and deteriorating health 
have compounded the issue of succession. 
Yeltsin apparently wants his trustworthy 
man in that job. He feels uncertain about 
the security of his family members and 
friends, particularly those very close to 
him, and those who know the details of 
his shady dealings with the oligarchs. 

In recent times, after the dismissal of 
Primakov, there has been regrouping of 
political forces. Moscow mayor, Yuri 
Luzhkov and many regional governors 
have formed a political alliance. Their 
objectives are obvious: to gain electoral 
leverage in the Duma and then counter¬ 
poise the pro-Yeltsin nomination in presi¬ 
dential elections. Luzhkov has also hinted 
at fielding Primakov as a presidential 
candidate. 

On the other side of the judiciary, a legal 
battle looms- large. Russia’s dismissed 
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procurator general Skuratov. who was 
conducting investigations againstoligarch 
BorisBerezovsky. had successfully handed 
down the job to his deputy, Yuri Chaika, 
who in turn, has found money laundering 
and charges of corrupt banking deals right 
from Russia to Switzerland. The Swiss 
authorities ate investigating cases against 
24 Russians, an action that might snow¬ 
ball into a scandal against Yeltsin and his 
oligarchs. Haunted by the ghost of finan¬ 
cial racketeering and apparently black¬ 
mailed by the oligarchs and the mafia, 
Yeltsin and his daughter Tatyana 
Dyachenko spend sleepless nights to re¬ 
furbish Yeltsin’s image. However, 
Yeltsin's presidency is a sinking ship in 
troubled waters. 

It sounds absurd when an incumbent 
president nominates a successor and an¬ 
nounces his profile to the public. But 
Russia's fragile democracy is mature only 
to that extent. In the absence of a viable 
succession procedure, and with .scant 
regard for constitutional provisions, 
Yeltsin first tried to explore extra- 
constitutional means of staying in power. 
.Suggestions were few. One debate centred 
on the very premises of the presidency. 
Yeltsin was not the elected president of 
independent Rus,sia in June 1991. He 
transformed himself into Russia’s presi¬ 
dent after the Soviet collapse in December 
1991. That he could contest for a third 
term was hitched to his actual years as 
president. The matter was referred in vain 
to the constitutional court for advice. 
Irrespective of the merits of this argument. 
Yeltsin has been president of Russia ever 
since December 1991 when Gorbachev 
ceased to be Soviet president. The new 
Russian constitution provides a maximum 
of two terms of four years for the presi¬ 
dent; and Yeltsin is apparently crossing 
that time limit. 

The supporters of Yeltsin have tried an 
alternative postulate. In case of a Slavic 
Union with Belarus - its young and visibly 
effective president Aleksandr Lukashenko 
might contest as Russian president. But 
such a union has not materialised. Be¬ 
sides. the western countries would not like 
Lukashenko simply because he is the odd 
man out in the CIS. He holds the fort of 
socialism in the midst of turmoil and trauma 
of capitalist reforms. He has not dismantled 
the socialist edifice of Soviet years and 
has continued to advocate the efficacy of 
-the system, particularly in ensuring social 
security for the young and the aged. He 
has rebuffed outside pressures and rejected 
IMP prescriptions for Belarus to follow. 
Such a man, the west opines, cannot be 
tmsted to carry on with the burden of 


Yeltsin’s Russia. Added to all this, 
Lukashenko is not a citizen of Russia and 
Salvic Union is not an official entity. 

Russia today is polarised between the 
lofty and the low. On the one hand stand 
Yeltsin and his daughter Tatyana along 
with a handful of friends with dubious 
credentials. On the other, there is Moscow 
mayor, Luzhkov, speidcing for the masses. 
With him stands the Leviathan of the 
Russian apparat, and ail of them enjoy the 
support of the mafia. Their number is in 
thousands. The third group consists of the 
parliamentarians and law-makers, who 
have already outlived their longevity in 
the present Duma. Once upon a time the 
communists led by Zhyganov and the 
LDPR led by Zhirinovsky fiercely op¬ 
posed Yeltsin. However, over the years. 
Yeltsin has either lured them over or 
decimated them by political cunning. 
Although these law-makers now meekly 
accept what Yeltsin says; they worry the 
president, who foresees a danger in their 
possible proselytising in the election year. 
He keeps dividing them, sometimes 
w(X)ing, sometimes luring and often pun¬ 
ishing. If all the parliamentarians align 
with Luzhkov, the president fears, the 
forthcoming election outcome cannot be 
pro-Yeltsin. 

Meticulous ob.servation of Russian 
political development through the pa.st 
decade and sensible analysis of the current 
equation of political forces yield six 
possible .scenarios. 

One officially, Vladimir Putin has been 
announced Yeltsin’s successor as Russia’s 
next president. However, there is little 
credence attached to the presidential an¬ 
nouncement becau.se over the years Yclt.sin 
has not groomed anybody to be his 
political successor. Whosoever analysts 
considered his successor, be it 
Chernomyrdin or Primakov, was shown 
the door unexpectedly. In the given situ¬ 
ation, Putin is a feeble contender in Russian 
politics compared to other heavyweights 
like Chernomyrdin, Primakov and 
Luzhkov. 

Two, Primakov and Luzhkov are the 
two names making the rounds in the 
Russian press as next year’s presidential 
candidates. Neither seek Yeltsin’s favour 
and both are fiercely disliked by his 
coterie. Although considered a heavy¬ 
weight. Primakov is currently a political 
non-person, while Luzhkov basks in 
the sunshineofpower as Moscow’s mayor, 
who enjoys considerable mafia sup¬ 
port. Certainly, a combination of 
efforts by both these politicians would 
be a lethal answer to Yeltsin and his oli¬ 
garch friends. 


Three unofficial, but a real possibility 
IS the role of the powerful Russian mafia. 
It is sure to play its role in the upcoming 
elections, at least for its own survival. 
There is already evidence of crack.s 
appearing within the mafia; the elilt- 
supports Yeltsin; and the rank and tile 
stand by Luzhkov. Any widening of this 
gap over the next few month.s would de 
termine the political shape ol things to 
come. 

Four. Russia's elections, both lo the 
Duma and presidency, will not he issue- 
based. By all reckoning, it is likely to 
be centred around the personality ot 
the candidate. The communi.sts and the 
ultranationalists, who had entered thi 
Duma in 199S had considerable popu 
larity in the presidential elections in 
1996. Their popularity has however t»m- 
livcd the needs of Russia’s electoral 
politics. They have grown relatively poor 
and their frequent compromise with 
Yeltsin’s erratic activities has exposed the 
pernicious side of their vital public role. 
The pos.sibiliiy of their coming to power 
is remote. 

Five, there is evidence of new political 
alliances cutting across party lines and 
territorial boundaries. The recent alliance 
of regional governors with Luzhkov is a 
good example This has generated hopes 
about coalition politics becoming a real¬ 
ity Yabloko. Our Home Russia and 
Fatherland Party may align with like- 
minded groups lo forge a .stable alliance 
in the Duma election in order to give 
coalition politics a chance in Russia. 

.Six. with their diversified approach and 
incoherent agenda. Russia's political 
parties and groups arc too feeble to with- 
.stand the onslaught of the incumbent 
president who is all-powerful. His heart 
beats like a clock' and together with his 
oligarch iriendsand mafia barons, he mies 
the roost in today's Russia. All of them 
together wish to continue in power. While 
the ways and means arc unclear, it is 
possible that they would grab power or 
cancel the elections or declare a state of 
emergency to prolong Yeltsin in power 
Phis would spell the doom of the country's 
fragile democracy. 
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PERSPECTIVES 


Economic Ideas of V K R V Rao 

S L Rao 

His view of economics as an integral part of the social sciences, 
participation in goal-setting as well as the methods to achieve them, 
aiming at people’s welfare and quality of life as the goal of 
economic development, strong belief in good survey-based data and 
involvement in policy formulation - these were V K R V Rao’s major 
contributions. As an institution-builder he had the capability, so rare 
in India, of thinking carefully about the organisational structure of 
institutions so that they could survive his departure. 


I CAN claim to have read much of V K RV 
Rao's writings, but a long time ago, and 
I have not re-read them. However, I have 
had the privilege of witnessing his 
preparing many of them. I have also listened 
to many of his addresses. 1 cannot recall 
an occasion when a speech by him was 
not delivered to packed halls. He was a 
great speaker, and a passionate believer 
in communication and dissemination of 
his ideas. In his later years I was also able 
to talk to him at length about his experiences 
in his life and his work. In this veiy personal 
and unscholarly paper, I attempt to link 
many of his ideas and his work to his life 
and upbringing. Those who knew him in 
his active years will recall his charismatic 
personality, his gift for clarity and 
articulation, his enormous energy, his 
charm, his sometimes overbearing perso¬ 
nality, his uniformly equal treatment of 
people irrespective of their age or position, 
and his regard for youthful talent. He 
spotted talent and some of the greatest 
names in the social sciences, particularly 
in economics, were spotted by him and 
given early opportunity and recognition. 
He was not threatened by young talent, 
and indeed actively searched for it, and 
brought it into his institutions. 

V K R V Rao belonged to an impover¬ 
ished Kannada-speaking south Indian 
brahmin family living in Srirangam, the 
home of Ramanuja, the great Vaishnavitc 
saint. Throughout his life, he remained a 
deeply religious man. His father worked 
for a while as a minor government servant. 
For some reason, he gave up his Job, and 
disappeared for almost two years, leaving 
his wife and (at that time) four young 
children to survive on the meagre allo¬ 
wance of a posthumous daughter by a first 
wife, which stopped when the lady died 
suddenly. The father had gone to far away 
Bombay where he established himself as 
a practising a-strologer to some of the 


leading Bombay industrialists and lawyers 
- mainly Gujaratis. 

Astrology was an uncertain profession. 
Believers use astrological forecasts for 
decisions about matters where results are 
not amenable to interpretation. They arc 
more imminent than, say, the estimates by 
the government’s Central Statistical 
Organisation of the gross domestic product 
(for which there is no finality!), or the 
industry ministry’s index of industrial pro¬ 
duction (which assumes too much), or the 
other statistical tools used by economists. 
Their forecasts are based on cosmic data, 
not observation of human behaviour, but 
they cannot afford to be wrong. 

For almost two years the family lived 
in not-so-genteel poverty on the Rs 20 a 
month that was the allowance of the step¬ 
daughter. Then they were left with no 
income. Ttey finally found the father in 
Bombay and the family started getting an 
erratic remittance. The wife and children 
went through years of extreme uncertainty 
and penury, indeed of real poverty. 
However, V K R V Rao does not seem to 
have had an unhappy childhood, though 
he was rebellious, disobedient, and not 
easily amenable to rules, traits which he 
seemed to cany intohis distinguished adult 
life as well. 

Soon the father sent for the family, and 
they settled down to life in a one-room 
tenement in Gamdevi in Bombay. VKRV 
was seven years old. His father chose him 
as the one most likely to change the family 
fortunes. He received preferential nutrition 
over his older brother and sisters from the 
uncertain and meagre earnings frqm astro¬ 
logy. Perhaps this family history might 
explain his interest in forecasting the future 
but with a good data base, his interest in 
nutritional programmes, in equality of 
opportunity which was his interpretation 
of socialism, in spotting and nurturing 
young talent, and in programmes to not 


only eradicate poverty but to enable a 
better quality of life for the poor. 

The contrast between the small towns 
in the far south and the modem, bustling 
city was striking. Bombay ignited the fire 
inside him, which till then had found 
expression only in pranks and juvenile 
antics. English became his me^um of 
instruction, and the new challengesevoked 
a quick response so that he had a very 
successful school and college career. 
Around this time two of his sisters were 
married soon after puberty, and both had 
large families. Indeed, his four siblings 
who survived to adulthood, had a total of 
28 children. With his own three who 
survived out of six, that was a total of 31 
children to be supported by families that 
were by no means well-to-do. Only one 
sister completed her schooling, and his 
brother became a registered auditor which 
enabled him to practise as an accountants 
Two of his three brothers-in-law had to 
start working in their teens. Bombay was 
even then the promised land for 
impoverished south Indian families. The 
1920s and early 1930s were very difricult 
years what with the killer influenza 
epidemic and subsequent economic 
depression which lasted almost to the 
beginning of the second world war. Young 
boys flocked to Bombay from all over 
south India to find employment, mostly 
^s clerks and stenographers, because of 
their good grounding in English and 
arithmetic. It would not be surprising if 
these happenings triggered his interest in 
demography, employment, population 
control, understanding the structure of the 
economy so as to iittervene for solving 
social ills, the empowerment of women 
through education and programmes for 
their health and nutrition. 

Bombay was in many ways the home 
of the Indian nationalist movement. The 
darlings of the bright young college 
students of those days were a great British 
journalist, Benjamin Homiman, editor of 
The Bombay Chronicle, and Yusuf 
Mehraully. V K R V Rao has'told me that 
they were leaders of the Young Socialist 
League and attracted bright young men 
like him. He had to soon decide whether 
to be an activist, or merely the intellectual 
backdrop to the movements. Given his 
family’s desperate need for him to bring 
in some income soon, he decided against 
active politics. Instead, he said to me, be 
became the pamphleteer for the movemenL 
His writings of those days are not to be 
traced. Perlups they were unsigned, or 
as is also likely, he just wrote and then 
moved on. He did not collect what he 
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wrote, at any time in his life, making the 
job of bibliographers and interpreters of 
his thinking very difficult. 

We cannot talk about the important 
influences on V K R V Rao’s economic 
ideas without referring to his years is a 
postgraduate student of economics. The 
thinking of Marshall and Pigou were to 
deeply influence his view of economics 
as a social science to improve the human 
condition. As a student of Keynes, and 
part of the small group of students who 
interacted closely with him. he was of 
course todiscoverthe toolsof government 
intervention toachievethisobjective. Colin 
Clark stimulated his intere.st in sutistical 
demography and his work on national 
income accounting. 

The suong intellectual basis for his social 
demcKratic beliefs was to develop later 
when he went to complete his postgraduate 
and doctoral work in ^e UK, and interacted 
with the wellsprings of social democratic 
thought in England like Harold La.ski. But 
his family environment and his early 
introduction to socialism gave him an 
unshakeable belief in the equality of man. 
Tlie influence of Mahatma Gandhi in¬ 
culcated a far more tolerant attitude to 
other castes and religions than would 
normally be the case with a brahmin with 
a priestly ancestry and from a small town 
in south India in the old Madras presidency. 
The social class that he belonged to was 
intensely caste conscious. The oppression 
over centuries of the non-brahmin majority 
by the small brahmin community was to 
result in a major social revolution. In the 
next 60 years this revolution was to sweep 
over the whole of India and fundamentally 
change the bases of social and political 
power. VKRV remained true to his devout 
religious background, but had none of the 
caste superiority and di.scrimination. All 
this developed in him the ideas of equity 
and social justice, and a passion to improve 
the human condition, which found 
intellectual support from his studies in 
England. His interest in the fledgling 
subject of economics might well be traced 
to these experiences. 

Gandhiji stimulated his interest in rural 
India, small industry and the idea of swa- 
deshi. These were to lead to his keen 
involvement in agricultural economics, 
and making that an important subject for 
research in the Delhi School of Economics 
and the Institute of Economic Growth. His 
interest in small industry as a means 
particularly suited to solve India’s need 
for employment and development led to 
his encouraging the earliest research in 
this field by P N Dhar at the Delhi School. 
Swadeshi made him a lifelong proponent 
and userof khaddar. It also led him to ideas 
of self-sufficiency, which later led to 
policies of import substitution. As has 


been documentedinstudieson productivity 
in Indian industry, the extreme forms that 
this took in actual policy implementation 
led to very high import tariffs and quanti¬ 
tative restrictions on imports, making India 
into a relatively closed economy, with 
little competition, and low productivity. 

What could be identified as V K R V 
Rao’s contributions to economics? The 
first and the most significant, in my view, 
was hisclearundersunding that economics 
was a .social science and that its practice 
must inevitably mean interaction with the 
other social .sciences. He saw economics 
as a means to improve people’s lives en 
masse, and his interest from the outset was 
not as much in theory as it was in application 
and developing policy conclusions. He 
and D R Gadgil were perhaps the first 
among economists in India to give it this 
strong orientation to policy. 

Because he wanted to use economics for 
policy purposes, he was also committed 
to comprehensive field observation, data 
collection and analysis. That was what 
perhaps made him develop the methods 
todo the first scientific estimates of India’s 
national income, developing in the process 
a framework which with some modi¬ 
fications is still in use. His work on esti¬ 
mating national income took him to the 
study of agriculture, in which he made 
some significant contributions. He became 
an authority on cotton as one result. He 
initiated the first socio-economic surveys 
of refugee townships which helped con¬ 
siderably in understanding the economic 
and social problems of refugee rehabi¬ 
litation. These impelled him in later years 
to initiate other similar studies, some on 
a continuous panel basis, in Delhi and 
other towns, and many years later in 
Tumkur in Karnataka. 'These ground level 
studies and the continuous surveys initiated 
in the Agro-Economic Research Centre 
that he founded at Delhi gave him the idea 
in later years of district level planning, and 
the concept of village clusters for various 
development actions. The early work of 
the Institute of Social and Economic 
Change that he established in Bangalore 
in 1972 was in this field and he was a keen 
participant in the thinking behind the 
panchayat raj experiment developed by 
Ramakrishna Hegde as chief minister of 
Karnataka. The institute conducted many 
training programmes on the subject. 

His strong sense of fairness, equality 
and justice led him in the formative years 
of the United Nations to develop the ideas 
of international action to promote 
development and food security in the poor 
countries. Ail his life was devoted to 
applyinghisbrilliant mind and the concepts 
that he had learnt or developed himself to 
one purpose, namely, the improvement of 
the human condition. 


It was in institution-building that he 
excelled. In another life he would have 
been a very succe.ssful entrepreneur. His 
imagination had no limits, and he did not 
consider any task too difficult; only, how 
he could accompli.sh it. He dreamt grand 
dreams, and achieved diem. Elsewhere, 
P N Dhar has described how he visioned 
the Delhi School of Economics in 1944, 
when the whole economics department in 
Delhi University was in two small rooms 
in temporary barracks, and the faculty 
consisted of Rao, B N Ganguli and P N 
Dhar. But his vision of a teaching and 
research institution to rival the London 
School of Economics came to pass, and 
SO years later its faculty and students are 
respected the world over. 

No description of Rao's ideas can be 
complete without mentioning his great 
capabilities as a teacher and as an admini¬ 
strator. At the very young age of 28. he 
was invited by the great industrialists of 
Ahmedabad to become the pnncipal of 
two colleges, one an arts college and the 
other a commerce college, still among the 
best in India because of the traditions that 
he set for them. His experience there might 
have some bearing on his recommending 
in 1961. when he was chairman of the 
Committee on Commerce Education, that 
the curriculum could be strengthened and 
commerce education given a great deal 
more importance in Indian education, 
because it met the va.st needs for trained 
people in industry. Then, in 1942. Maurice 
Gwyer, the vice-chancellor of Delhi 
University, decided to start a Department 
of Economics in the university and offered 
the department to Rao. He was 34 when 
he came to Delhi. He stayed there till 1972. 
and was actively involved in all the major 
policy formulations regarding the economy 
during these 30 years. In 19.57 he became 
vice-chancellor of Delhi University, and 
in 1960 a member of the Planning Com¬ 
mission. In the latter capacity he tried to 
bring his economic ideas and thinking to 
bear on policy and implementation. In 
1967 he joined the Congress Paity and 
entered politics, becoming a minister on 
his election. As minister of transport and 
shipping, and later of education, he brought 
his great administrative skills to bear on 
■ his portfolios, but there was no particularly 
new economic idea that emerged out of 
his experience of active politics. 

Let me now take a quick look, through 
his work, at the influence he exerted on 
economic ideas and thought. His first 
published work was on the taxation of 
income in India. This was his thesis for 
his Master’s degree in economics from 
Bombay University and was publi.shed 
many years later in 1931. It set the tone 
for his work in future years, empirical and 
policy-oriented. It must have been of some 
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value 10 him many years later, in 1953, 
when he was appointed to the Taxation 
Inquiry Commission under (he chair¬ 
manship oi John Mathai. His work on 
national income was done in fullllment of 
his MPhil and. later, PhD programmes at 
Cambridge in England. He and Simon 
Kuznets drove the International Asso¬ 
ciation of Income and Wealth, which 
sought to standardise methods for national 
income estimation over the world. 

His ‘Essay on the Nature and Purpose 
of Economic Activity’ was delivered on 
hisappointment as Professorof Economics 
in Delhi. At that time the most significant 
writing on the subject was Nature and 
Significance of Economic Science by 
Lionel Robbins. Robbins had stressed 
scarcity of resources and choice between 
alternatives as the core of economic 
science. Rao on the other hand stressed 
that economic activity was of the nature 
of both ends and means activity, unlike 
Robbins who urged that economics is 
neutral as to the ends and is concerned, 
given the ends to be achieved, with the 
use of means in the most economical way. 
This essay demonsUates Rao's approach 
to economics as an integral part of the 
social sciences and the humanities, one 
that must interact with sociology and 
anthropology. It explains why the two 
great research institutions that he estab¬ 
lished had the ends defined in their names, 
the Institute of Ei:onomic Growth and the 
Institute for Social and Economic Change. 
It is interesting that at least some eco¬ 
nomists are moving once more to this view 
of economics in the nature of their work. 
PC Joshi has acknowledged Rao’s “interest 
i n bridge-buildi ng between economics and 
other disciplines and in the interaction of 
social science and policy-making’’ which 
helped Joshi “to evolve my own inter¬ 
disciplinary and social action oriented 
perspective of .social science". 

According to H W Singer, the evolution 
of thinking from GNP growth to the 
reduction of poverty and the satisfaction 
of basic needs as the primary objective 
owes a great deal to Rao. Singer traces it 
back to the work done by Rao as chairman 
of the United Naitons Sub-Committee on 
Economic Development in 1947 or so. His 
“analysis of the national income concept 
as applied to developing countries” was 
"basic to the first stage of aiming at GNP 
growth as a development objective”. He 
was perhaps the carlie.st economist to argue 
for dcvelopineni oriented towards 
employment. His theoretical writing on 
this subject was. in Singer’s view, "parti¬ 
cularly seminal in the development of the 
ILO World Employment Programme." 
Singer goes on to say; “In the later stages, 
when questions of poverty and basic needs 
came to the fore, once again we find that 


Rao gave early attention to the ‘Human 
Factor in Economic Growth’ [written in 
1963]’’. "[Hje was also influential in 
creating ideas and shaping policy in the 
international aspects of the attack on the 
world poverty.” 

Another area of deep interest to Rao 
was, according to C H Hanumantha Rao, 
“the study of the sources of growth of 
agricultural output and variations in its 
performance according to crops and 
regions in India. His presidential address 
to the...Indian Society of Agricultural 
Economics...in 1961...was a pioneering 
study”. He goes on to say that “in 1967 
he predicted the rising significance of rabi 
cultivation in Indian agriculture owing to 
its profitability as well as the relative 
certainty of yields". 

Rao in an article titled ‘DeficitFinancing, 
Capital Formation and Price Behaviour in 
an Underdeveloped Economy’ in 1953 in 
the /ndian Economic Review made a strong 
theoretical case for government inter¬ 
vention through massive public investment 
financed by a reasonable level of govern¬ 
ment deficits for building the basic infra¬ 
structure and the heavy industries, large 
irrigation projects, etc, essential for the 
development of an underdeveloped eco¬ 
nomy. This was one of a series of three 
articles. His argument about the investment 
multiplier in a developing economy pro¬ 
vided the theoretical underpinning for high 
direct taxation, incentives to savings, and 
a large role for government in capital 
formation. In recent years, east Asian 
countries replaced this dis-saving by 
government with a budget surplus. They 
achieved this with large inflows of foreign 
capital. The latter, along with strong export- 
orientation, gave those countriesspectacular 
economic growth for over a decade. The 
Indian formula, accompanied by policies 
of self-sufficiency, import substitution 
even when the result was high cost, massi ve 
tariff walls, protection of jobs even at the 
cost of efficiency, and a negative attitude 
to export-oriented growth, resulted in poor 
growth in the 1960s and 1970s, and in 
the 1980s to unsustainable growth leading 
to a balance of payments crisis. In retro¬ 
spect, it does appear as if the desire for 
self-sufficiency, suspicion of foreign 
investments, the closing of the economy, 
the central direction of resources, a com¬ 
manding role for government in the 
economy, a belief that growth and social 
justice could be achieved together through 
a ‘socialistic pattern of society’ werejdeas 
that together prevented Indian entre¬ 
preneurship from getting a free hand to 
show its capability, and led to an economy 
that was not only cut off from the world, 
but was also inefficient and uncompetitive. 
Thirty years of economic policies are now 
seen as having been ineffective. Rao as 


a key economic thinker and policy-maker, 
like many others who are still with us, 
must bear tesponsibili^ for this. Many 
who participated in developing these ideas 
and policies have recanted, and are at the 
forefront of thinking and policy formu¬ 
lation on liberalisation and economic 
reform. Rao in his conversations with me 
in the last two years of his life accepted 
that we had given far too much primacy 
to government in the economy. 

As a footnote, we must not overlook the 
great meltdown that is taking place in 
south-east Asian ectmomies as well as that 
of South Korea. Even Japan and China are 
likely to see major turmoil as they improve 
the efficiency of the financial systems in 
their countries. But these countries did 
registet; spectacular levels of growth for 
many years. As a result, their peoples 
gained superior standards of living and 
improved quality of Iive.s. It was in India 
that the intellectual argument for a major 
role for the state in economic development, 
of which Rao was the leading proponent, 
was developed. It worked for many years 
in those countries. If it did not work for 
India, and instead distorted the Indian 
economy, there were other causes which 
had to do with the nature of Indian de- 
m(x:racy and its bureaucracy. 

This cannot take away from Rao’s 
fundamenal contributions to economic 
thinking in India, as has been described 
in this paper. Economics as an integral part 
of the social sciences, participating in goal¬ 
setting as well as the methods to achieve 
them, aiming at people’s welfare and 
quality of life as the goal of economic 
development, strong belief in good survey- 
based data, and involvement in policy 
formulation are his important contri¬ 
butions. His monuments will be the many 
institutions that he built and others that 
he initiated. As an institution-builder, he 
had the capability, so rare in India, of 
thinking carefully about the organisational 
.structure of institutions so that they could 
survive his departure. The lo.ss of a 
founding father has led to the decline of 
many other institutions in India. 

V K R V Rao was, in the ultimate 
analy.sis, a selfless man. Many who knew 
him might disagree with me when I say 
that in a very teal sense his apparent ego 
was in fact a reflection of his passionate 
commitment to his ideas and hisobjectives, 
and his impatience to realise them. He 
built people and institutions. Hisjudgments 
were honestly surived at, even if with 
hindsight we find that some were wrong. 
He had no hidden agendas. His thinking 
was not for sale to the bidder who could 
pay him the most in terms of money or 
position. Whatever his ideas and actions, 
they were meant for the good of the people 
of India. 
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Broad-Brush Picture 

Prabhu Ghate 

y/ords Like Freedom: The Memoirs of an Impoverished Indian Family: 
1947-1997 by Siddharth Dube; Harper Collins Publishers, India, 1998; 
pp x+297, Rs 395. 


THIS is aconsciousness-raising book about 
the painfully slow climb out of grinding 
poverty of a scheduled caste pasi family 
in a central IIP village. The story is told 
with a passion that emerges not only from 
the words of three generations of family 
members themselves, but aljso from the 
author's analysis of the broader political 
economy. Given Dube’s method, the test 
of the book is whether he gets the ‘feel’ 
of it right. This he does admirably, through 
faithful recording and fine de.scriptive 
writing. To take Just a few examples; the 
stoic acceptance of mortality (10 out of 
12 of Ram Dass' children died), the true 
experiential meaning of ‘words’ like 
widowhood and caste violence, coping as 
an orphan, being handicapped, struggling 
as an 'educated unemployed', making 
progress as a migrant worker in Bombay, 
and the role of individual characteristics 
in the making of differential life fortunes. 
We get horrific glimpses of the not so 
recent pa.st “there were no crippled children 
then in the village... because sick children 
would all die” or “once when...the rats 
started dying...we all ran away into the 
fields and we stayed there for 15 
days...whoever stayed in the village died, 
maybe about SO people”. Illuminating the 
accounts of the family members arc the 
author's own commentaries on topics like 
the Congress Party and land reforms, the 
ca.ste system, movements in the poverty 
line, Ambedkarism, Indira Gandhi’s 
populism, UP politics, the national failure 
in literacy. By using the device of the 
changing fortunes of a single family as a 
convergence point, the author makes the 
forces of recent history as well as topics 
like gender, literacy, health, migration and 
many others come alive, making the book 
of great interest to the general reader and 
placing it in the genre of other well known 
books that have contributed to an interest 
in rural development. It will no doubt also 
be widely used in school and college 
courses at home and abroad. 

While the broad picture is well presented, 
specialist readers more interested in the 
details and nuances will have to look 
elsewhere. Part of the interest of a new 


case study is the extent to which it modifies 
or corroborates the prevailing general¬ 
isations. However, this is not a work of 
economic anthropology. (Indeed, we are 
never told how the author met the family, 
how long he spent in Baba ka Gaon, where 
he lived, etc.) While many aspects of 
poverty are inherently unquantifiablc 
(thcsen.se of precariousness, exclusion, 
physical vulnerability, gender relations, 
legal and other disabilities, in conveying 
all of which so well Dube helps to redress 
an imbalance in the poverty literature) 
there are other aspects of poverty that arc 
best measured. To take just one example, 
wages arc a measurable variable not only 
at the level of the single household, the 
author’s unit of analysis, but also surmount 
the sample-of-one problem in being 
uniform for the village as a whole for long 
periods of time, as analysed in another 
recent study of a UP village (Economic 
Development in Palanpur over Five 
Decades edited by Peter Lanjouw and 
Nicholas Stem (reviewed in EPW, June 12, 
1999)). Like Words, the Palanpur volume 
spans the la.st .SO years and tells a similar 
story of slow and modest economic gains 
but wide-ranging social and political 
failure. Given the scope and depth of the 
Palanpur volume it is probably the defini¬ 
tive study so far of rural development in 
the Gangetic plain, and will be used here 
as a comparator for Words’ findings. On 
wages. Words supports the Palanpur 
volume’s finding that wages were stagnant 
(rose very slowly) till “about ten years 
ago”'(the mid-80s). However, wc are left 
wondering why they were so much lower 
than in other UP villages at 1.5 kilos of 
grain a day, how much they went up by 
as result of the concerted refusal to 
work for less than the ‘government' wage 
of Rs 18 at the time, how much are they 
now, etc. 

While the author draws liberally from 
the literature and his understanding of the 
broader ‘macro context at the national 
and state level, only a sketchy picture 
emerges of many aspects of the immediate 
village context. While a village study was 
not the author’s objective, he could perhaps 


have garnered more information from other 
villagers and the available village records 
on contextual questions. Thus only the 
broadest picture emerges on the dis¬ 
tribution of castes, holdings, and occu¬ 
pations. the extent of migration, regular 
employment outside the village, irrigation, 
tenancy, etc. One result it that the rest of 
the villagcremainsundiffcrcntiated. While 
the advantage ol focusing on three 
generations of the same family gives us 
a good sense of. slow progress over time, 
it would have been more satisfying to sec 
for ourselves rather than merely being told 
at the outset that the family belongs to 
“that small percentage of the poor” which 
has e.scapcd poverty. The rca.sons for the 
escape may have been even more untypical. 
The crucial events in the family’s escape 
from impoverishment appear to have taken 
place some time ago when Ram Dasv’s 
father and uncles migrated to Bombay to 
work in the railways. Ram Dass and his 
son Shrinath followed them for .spells in 
turn, enabling Ram Dass to pay off the 
family debts (we are not told how much 
these were) and to buy some land, and 
enabling Shrinath to get an educational 
edge over other village children to 
eventually become a teacher and buy more 
land. The family ends up with an 
operational holdingof 5 acres (half owned, 
half share-cropped). As important as a 
source of income is Shrinath's job. 

We learn only from the Palanpur volume 
however that the pa.sis are unusual in having 
a greater historical cxpo.sure to the outside 
world, mostly through railway work, and 
that many of them migrated originally 
from eastern UP with the expansion of the 
railways (an example of the importance 
of caste-based connections in securing 
outside employment). Jatabs on the other 
hand, the largest and poorest ,SC group, 
continued in Palanpur to have extremely 
limited access to regular (as oppo.sed to 
casual and semi-regular) employment at 
the end of the 50-ycar survey period. 
Largely as a result of this difference, the 
per capita income of the pasis was three 
times higher than that of the jatabs. It was 
second only to the muraos (or mauryas, 
a cultivating middle caste) and higher than 
that of the thakurs, the dominant caste in 
both villages. 

Further, did the growth in the size of the 
family ’ s holding make its experience much 
more typical of the middle castes than of 
the SCs? The Palanpur volume documents 
the ascent of the muraos, which began 
with the abolition of zamindari in the 
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l9S0s and the tcnurial changes that 
followed, consolidated by the skilful use 
of technical change and the increase in real 
wages which gave them an advantage over 
thakurs who used to rely intensively on 
hired labour. As a result of land sales and 
a relatively high rate of population growth, 
per capita landownership had declined 
much more for thakurs than for muraos. 
Tenancy had the effect of further reducing 
caste diftcrcnccs in land cultivated. 
However, as wc arc told was the case in 
Baba kaGaon, there was little improvement 
in the economic condition of the jatabs. 
who continued to live in conditions of 
acute deprivation on the margin of .society, 
a “caste apart". By the end of the survey 
period, thakurs owned about a fourth as 
much land as they had in per capita terms. 

These trends may not have been so 
marked in Baba ka Gaon (BkG), (nor was 
the author equipped by his method to 
measure them) but they illustrate the 
importanceof an understandingof context. 
Of course, the author would be justified 
in pointing out that if a pa.si family had 
to struggle so hard and for so long, one 
can imagine the plight of the poorerfami lies 
and the destitute, aspects of whose 
experience he docs describe. 

The broad-brush treatment of village- 
level variables including anti-poverty 
programmes gives us no .sense of the 
nuances in the relevance and implement¬ 
ation of different social security, basic 
needs and redistributive programmes. 
While the overall feel conveyed of token- 
i.sm and callousne.ss (e g, in the admini¬ 
stration of widow's pensions) has 
rc.sonancc. some of the programmes surely 
work better than others. Shrinath himself 
.says about the di.stribution of new house- 
.sites, “at least this was done honestly!", 
and the family did receive two-thirds of 
an acre of farm land (in another place wc 
arc told one-third) as did apparently the 
rest of the village. T ui i ing every programme 
with the same brush of leakages leaves us 
with no sen.se of the way forward - do we 
throw all the .schemes out, or arc there any 
design and incentive issues that might 
i mprove things? The example of the hand- 
pump that had been put up as a 'show' 
forRaJivGandhi’s visit to anearby village 
is probably a bad one - Jean Dreze and 
his colleagues in a chapter in the Palanpur 
volume found public hand-pumps to be 
one of the few .schemes out of the 18 
examined that were widely welcomed by 
the poor. Another useful scheme was the 
seed store. who,se credit operations are 
contrasted with the Farmers Service 
Society, which had been honed into an 
i nstrument to defraud poor borrowers. (An 


interesting question arises - has action 
ever been taken in clearly documented 
cases of corruption such as this, although 
the evidence is thrown up as a by-product 
of .social science research? Is the 
Development Commi.ssioner listening?) 
Ttic consolidation of holdings was another 
successful programme, since it had the 
backing of politically influential groups 
such as affluent landowners. 

At the other extreme, the consistent 
neglect of the basic needs of politically 
disadvantaged groups, such as primary 
education and health care, is laid by the 
Palanpur book at the door of the failure 
.so far of state politics, local democratic 
institutions, and more generally of 
collective action. Adversarial collective 
action docs succeed sometimes as in the 
199.^ panchayat elections in BkG when 
the maurya candidate unseated the thakur 
incumbency of the post of pradhan for the 
first time since 1952. We are told that the 
elections irrevocably changed caste 
equations in BkG, but not what difference 
it made to outcomes. One looks to a 
post.script in a subsequent edition to show 
what this meant in practice to redistributive 
programmes. In Palanpur it made very 
little difference when a backward caste 
gadaria (“a notorious thug") replaced the 
thakur pradhan in the same elections. 

As for collective action of the co¬ 
operative variety, the mystery remains. 
Why is it .so rare? It does not entail the 
costs of adversarial collective action, 
including violence, well documented by 
Dube in the 1995 BkG election, nor is it 
forthcoming even in situations of homo¬ 
geneity. as in the failure of neighbours to 
dig siillagc pits for effluent from hand- 
pumps, or to contribute shramdan for the 
pavement of village lanes, or report the 
village school teacher for non-attendance, 
some examples analysed in the Palanpur 
book. 

While Dube’s analysis is admirably 
holistic, there is littledoubt that the factor 
he holds responsible for the continuing 
“perpetuation of mass poverty", the title 
of his last chaptei, is the failure to 
i mplement land reform. He brings out very 
well the history and political economy of 
this lost opportunity ("original error") but 
insists the scope for further redistribution 
is “still gigantic" and would signiFicantly 
reduce poverty. However he fails to test 
this assertion against the evidencc-of his 
own village. Putting together numbers 
contained in different parts of the book 
in the testimonies and his own commentary 
we learn that in a village of about 850 acres 
and about 100 families two thakurs had 
about 35 acres each, and the remaining 20 


smaller thakur holdings and about f 
brahmin and middle-caste holdings had ar 
average 10 acres each. We are never tolc 
how the rest, presumably more than hall 
of the village land, is distributed. But ever 
if the two large holdings were above the 
official ceiling (we are told they were, bui 
not what the ceiling was in their case, oi 
whether any attempt had been made tc 
enforce it) it sounds as though parti¬ 
tions though succession have made lane 
reform a historical issue in this as in the 
vast majority of we.stem and central UF 
villages. 

This docs not mean that it may not stil 
be possible to give most if not all villagers 
title to small pieces of land under con¬ 
solidation of holdings operations, whici 
provides for the appropriation of about 5 
percent of village land for approach roads 
village commons and related purposes 
The Palanpur volume says there is nt 
active resistance to this policy and then 
probably would be none if the level ol 
appropriation were raised to a level ade 
quate to provide an acre to each landless 
labourer (requiring an additional ap 
propriation of less than 2 percent of village 
land). While this would not achieve mud 
in terms of egalitarian objectives, as the 
authors point out, it would be an importan 
step in raising both the status and socia 
security of the allottees. Such distributions 
on a .smaller .scale have taken place in the 
past in both villages, hut have been plaguec 
not only with the poor quality of the lane 
distributed, but also with corruption 
inability to take posscssiein. and eithei 
implementation pre>blems. The problen 
with an excessive preoccupation with wha 
might have been is that it diverts attentior 
from tackling .such problems, and froir 
pursuing other approaches that might nem 
be much more promising such as massive 
land development programmes, oi 
financing the purchase of land by the poo: 
as some of the .state scheduled caste 
corporations are doing (e g, in Andhn 
Pradesh). 

The rather strong conclusion in the las 
sentence of the book - “In the future, a: 
in the half-century past and in ccnturic! 
earlier, India is desti ned to remain (he lane 
of hunger, want and suffering" - it 
premised on a continuation of failure te 
undertake widespread reforms. While one 
cannot disagree with the basic diagnosis 
as political failure, the more interestin( 
question is what is the scope for manoeuvn 
within this constraint, how can it be relaxed 
and with what programmes? Books suci 
as this sensitise us to the problem, but i 
remains the task of careful stKial science 
research to show us the way forward. 
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Probing an Area of Silence 

Shilpa Phadke 

Question of Silence? The Sexual Economies of Modern India, edited by Mary 
John and Janaki Nair; Kali for Women. New Delhi, 1998; pp 412 Rs 420. 


IN the 1990s sexual health and sexual 
rights have become important areas of 
inquiry and intervention at the international 
level. The discussion of these polemical 
ideas, which was until recently restricted 
to the academic milieu and to the feminist 
movement, has undergone a process of 
legitimation in international fora. The 
concept of sexuality is one among tho.se 
which have been recently discussed and 
included in the programmes of action of 
the International Conference on Population 
and Development (Cairo, 1994), the Fourth 
World Conference on Women (Beijing, 
1995) and the World Summit for Social 
Development (Copenhagen, 1995). Sonia 
Correa (1996) points out that despite such 
apparent acceptance, it continues to be 
important forfeminists toclarify meanings 
a.ss(x:iated with concepts like gender, repro¬ 
ductive rights, and sexuality to counter the 
possibility of oversimplification or 
distortion. 

In India, tixi. recent work by feminist 
-.cholars has probicmati.sed sexuality as an 
important area of research to understand 
gender concerns and the myriad crises of 
modernity. The e$.says in thisedited volume 
attempt both textual and contextual analysis 
as they address various operational dimen¬ 
sions of sexuality, and attempt to uncover 
the rationales of political economy that 
underpin them. As .such, they engage in 
discu.ssions of race, caste, nationalism and 
politics, media and popular culture, con¬ 
sumerism and capitalism with relative 
Iluidity. 

Perhaps more interesting than the 
individual essays themselves is the fact of 
their being together in one volume. In an 
incisive ‘intrcxiuction’. the editors have 
successfully tied various threads and 
themes, simultaneously providing acogent 
and comprehensive overview of the many 
complex debates surrounding the issues 
of sexuality, rcproductivity, violence and 
the ways in which these are enacted on 
women’s bodies. They have also looked 
at the debates from the perspectives of 
different disciplines and discourses: 
demography, anthropology, law, art and 
media, being .some among them. 

It is with some delight that one encounter 
editors who successfully manage to take 
their project very seriously without taking 
themselves too senously. Wry comments 
about how some issues have provided 
more than their fair share of grist to the 
academic mill are adequate testimony to 
this. “For instance”, they write, “over the 
past 10 years, studies, of the social 


arrangements within which devadasis 
woiltcd and flourished in the period before 
colonial decline have burgeoned into a 
veritable cottage industry” (p II). 

In ’Unravelling Kamasutra' Kumkum 
Roy focuses on the socio-cultural context 
of the sutra' and tries to lay open its 
complexities and ambiguities and the fact 
that women’s sexual subservience 
rcpre.scnts a continuity. Roy examines, on 
the one hand, the codification of the 
Kamasutra and the disjunctions between 
prose and verse that are apparent in the 
process. On the other hand, she analyses 
the more modem pmblems of translation; 
selection and interpretation in the context 
of patriarchal society. 

Samita Sen analyses how the issues of 
women’s employment and migration in 
colonial Bengal were closely linked to 
male control of both women’s sexuality 
and labour power within marriage and the 
complexities that arose from differences/ 
gaps in law and custom. Anandhi S ex¬ 
amines the complexities ofthc birth control 
debate in colonial Tamil Nadu. She addres¬ 
ses debates by referring to the eugenic 
justificationsofbirthcontrolvis-a-viscaste 
and class lines, the linking of Indian 
women’s sexuality to marriage and repro- 
duclivity (as opposed to the ’sexuality 
materialistic’ western woman’s body). 
Most relevantly, she discusses Periyar’s 
advocation for women to have control 
over their own bodies. 

Tejaswini Niranjana interrogates the 
categories of ’modernity’ and ’Indianne.ss’ 
to understand questions of gender, race 
and sexuality in Trinidad, and juxtaposes 
these with the experience of ’Indian 
nationalism’ and ‘womanhood’ inthe.sub- 
continent. UmaChakravarti discusses the 
crisis of the Indian state in the late 1980s 
and relates this to the spate of television 
serials (’Udaan’, Sangarsh' ’Kamayan’ 
and ’Mahabharat’) which appeared to 
respond ’dialogically’ tothe crisis of legiti¬ 
macy of the Indian state. The.se .serials 
according to Chakravarti, could have been 
sanctioned for the express “purpose of 
ideologically reconstructing the fragmen¬ 
ted nation” (p 244). In particular she inter¬ 
rogates the tele-serial ’Chanakya’. 
‘Chanakya’ is presented as authentic his¬ 
tory and constructs India as a “strong, 
unique, spiritual and decisively Hindutva 
nation” (p 250). Celibacy is valorised as 
enhancing male vigour and women arc 
relegated to stereotypical roles. ’This, 
Chakravarti avers, has relevance for the 
contemporary politics of the Hindu Right. 


U Vindhya analy.ses issues of gender and 
sexuality in Andhra Pradesh in the context 
of the pioneering creative work of Chalam 
who successfully initiated a feminist 
debate, more particularly afeministcritique 
of the revolutionary left which in turn can 
transform the quality of revolution as well. 

Susie Tharu discusses the journalism 
and writing of the Gujarati writer Saroj 
Pathak. She contends that Pathak’s work 
focuses on “the oscillations, impasses, ir- 
re.solutions that menace Indian modernity” 
(p 217). In Pathak’s writing, sexuality thus 
becomes an important site for diverse 
arguments on citizenship and subjugation 
in relation to the Indian state in the 1960s. 
Ravi Vasudevan looks at the question of 
sexuality through the prism of the narrative 
form of popular Bombay cinema through 
a critique of the film, ’Awara’. 

In exploring the cultural components of 
modernity, Kalpana Ram introduces the 
lens of subjectivity in her ethnographic 
study of construction of puberty among 
the coastal women of Kanyakumari district. 
Using the medium of orally related bio¬ 
graphy, Ram locates the puberty ritual and 
its understanding within the wider 
construction of masculine power and 
.sexuality that have been given a new life 
in the politics of Dravidian cultural 
nationalism. Uking her work with battered 
women in Madras as a resource ba.se. V 
Geetha di.scusscs the language in which 
women articulate their feelings on 
marriage, desircand .sexuality, and analy.se.s 
the category of the masculine contained 
in these expressions. In conclusion, she 
argues that “violence is the form assumed 
by sexual love in the conjugal context” 
and asserts that “eros [has] to be rescued 
from the domain of the family and con¬ 
jugality...The right to be free from sexual 
hurt...the right to demand in the most 
intimate of relationships, an account¬ 
ability to freedom, equality and dignity...” 
(p324-25). PremChowdhry. in the context 
of rural north India, analyses the threat 
posed to patriarchal and patrilineal kinship 
linkages by marriages that i ntri nge cultural 
norms and practices of endogamy and 
exogamy, and the subsequent violence 
inflicted in those who break these codes. 
An important aspect of such enforcement 
is the control of female sexuality, and 
reproductive and productive powers. This 
is particularly the case with upper caste 
women. Lower caste women, on the other 
hand, by definition have neither ’honour’ 
nor ’purity’ to protect. Chowdhry addresses 
the complex linkages of ca.ste, gender, 
control of land and property and the new 
urban influences which mediate these 
experiences. 

Using globalisation as a lens Mary John 
interrogates the area of sexuality with 
reference to the media, the various political 
economies ofthc ‘beauty’ industry and the 
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opening of new .spaces to understand sex 
and conjugality in popular Hindi cinema. 
This is perhaps the most significant essay 
in the collection, not the Ica.st because it 
charts out future research agendas in 
.sexuality. John's highlighting of the 
institution ol marriage puts heterosexual 
desire and intimacy back on the feminist 
agenda as an important area of inquiry and 
theorising. John points out that critiques 
of heterosexuality (its intimate connection 
with patriarchy exemplified in the slogan 
‘the personal as political’) resulted in a 
climate where not only was heterosexuality 
seen as politically suspect but also seen 
as unthinkable within feminism. Through 
her focus on heterosexuality, John has 
drawn our attention to the loss inherent 
in such hegemony. 

Some western fcmini.st scholars have 
also put forward similar arguments. For 
instance, Jane M Ussher (1997) points out 
that the radical feminist rejection of 
heterosexuality may not correspond to 
many women’s lived experiences, and may 
lead to feelings of guilt or shame at the 
pleasures and desires in which they indulge. 
She argues, very relevantly, that “it is not 
only hctcro.scxual sex that is associated 
with issues of power... Lesbian (and gay 
male) .sex is not immune from power 
games” (p 229) 


In recent decades, there has been prolific 
work in the area ol gay and lesbian sexuality 
and rights but the sexual rights of hetero- 
.scxual women have elicited more silence 
thananythingelsc. Women who are hetero¬ 
sexual by choice find themselves caught 
between images of women as victims of 
.sexual violence on the one side and the 
rights debate in homosexuality on theother. 
Women, theorising on heterosexual 
pleasure, run the constant risk of being 
accused of tri vialising the issue or, worse, 
of being traitors for ‘sleeping with the 
enemy' and seeking pleasure in it. 

The contraceptive revolution i n the west 
led to the sexual revolution in the 1970s. 
In retrospect, this revolution has been 
critiqued by feminist scholars as a male 
revolution. However, Barbara Ehrenrcich 
et al (1986) point out that the sexual 
revolution also meant substantial gains for 
women. They point out that the notion of 
heterosexual sex changed to a more open- 
ended and varied kind of encounter. 

In India, on the other hand, the intro¬ 
duction of contraception and even the 
legislation of abortion were linked to demo¬ 
graphic goals and family planning 
programmes rather than having any signi- 
llcanee for sexuality. Even today, for Indian 
women the Sitaesque ideal of chastity con¬ 
tinues to excrci.se enormous importance. 


While, particularlyin urban contexts, there 
is an increasing incidence of sex outside 
matrimony (pre- and extra-), this is still 
stigmatised and must be conducted in the 
strictest secrecy. While many popular 
magazines are discussing sex and sexuality, 
it is yet to become an arena where women 
and men meet as equals. Sexuality, in the 
Indian context, is still in many ways ^ 
shrouded in silence as the title of the 
present volume suggests. 

From Kamasutra, the text, to Kama Sutra, 
the condom, the book takes one on a 
rigorous journey through various pre- 
colonial, colonial and post-colonial con¬ 
texts. The essays are well researched, if 
not always insightful. The book, however, 
effectively raises several significant and 
timely questions in the area of sexuality 
and makes a valuable contribution to the 
growing body of literature on the subject. 
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What Is Happening Inside Indian Democracy? 

Javeed Alam 


The processes around democracy in India have detached themselves from the infirmities surrounding 
democracy itself, whether these be of the leaders or the parties, and have acquired an autonomy of their 
own. The deepening legitimacy gained by democracy inheres in these processes which provide the space, 
now contracting, now expanding, for the range of resistance people are capable of This has been happening 
in spite of the shape that organised politics has acquired and points to the need for a radical revision of 
theories of legitimacy and of how it comes about and where it resides, as elaborated in academic studies. 


DEMOCRACY in India is well over 50 
years old. It has survived with full and 
equal legal citizenship. Its survival has 
belied the prophets of doom who had since 
t he late 19S0s. starting with Saiig Harri.son, 
prophesied its oncoming demise. Not only 
that nothing of the .sort happened, but 
Indian democracy could even overcome 
the trauma of emergency terror with only 
a few scares on its body politic. 

Contrary to the general perception among 
the educated strata, it is po.ssible to show 
that democracy in India has acquired deeper 
roots over the last 50 years. People are 
more favourably di spo.sed towards it today 
(with all the shuffling of governments, 
instability and what not) than they were 
in the post-Nehru era under Indira Gandhi 
with all her radical populism which marked 
her ascendance in the first phase as prime 
minister. All this may seem intiiguing, but 
is what has happened, as data will show. 
In fact we are in for some real surprises 
when we scan the data on Indian politics 
today. 

All this is so in quite a paradoxical way. 
The intelligentsia is dot right when in 
numerous ways ot expression in news¬ 
papers, T V, books and journals they have 
concluded that people across the .social 
spectrum, looked at as modern classes or 
active communities of caste and religion, 
have become sceptical of the functioning 
of the government; that is, in other words, 
they are mistrustful of or have a tow esteem 
for political leaders and political parties 
and what they talk about and promise. Yet 
from that'to infer that democracy as a 
.system of governance has become suspect 
IS to make an unwarranted jump. As we 
will soon see, logical deductions do not 
-hold good in understanding the complex 
and contradictory connections and their 
perceptions which partially go to make the 
functioning of democracy possible in our 
country. This will also show that the 
consciousness of the people is inherently 


internally contradictory and the 
contradictory elements may hold good for 
a long time without necessarily having any 
adverse impact on the popular acceptance 
of democracy.' 

An overwhelmingly large number of 
our people arc living under simply disabling 
conditions. They arc reeling under abject 
poverty, discriminations and lack of 
facilities to reali.se their meagre wishes, 
leave apart having capacities to become 
what they may be capable of being. So it 
often becomes commoix sense to assume 
that they would much rather like, in some 
form or other, a satisfactory solution of 
thc.se problems over, what is considered 
by many, the luxury of freedom or the 
somewhat spurious electoral choice. But 
what seems evident logically is patently 
untrue. They would not like to have 
democracy denied to them for a promise 
of solution of their problems through a 
non-democratic government. In other 
words, to put it in a slightly technical 
language, there is an obvious discrepancy 
between efficacy and acceptability of 
parties and leaders on the one hand, and 
tru.st and confidence in democratic rule 
and legitimacy of institutions informing 
that rule on the other. The que.stion is not 
only how such a situation comes about but 
what makes it pcrsi.st for so long. 

I will begin this account of democracy 
by putting forth for consideration some 
data on this issue; that is, the nature of 
assessment of democracy and the powers 
that surround it. 

PERCEPnoN or iNsnniTioNs and 
Governance 

When we scan the data on people's 
assessment of democracy in India a rather 
complex but highly revealing picture 
emerges. Democracy is both a system - 
norms and procedures and a set of 
institutions - on the one hand, and actors 
and functionaries and officials who run 


these on the other. For the people it is also 
a pattern of experiences. The experience 
of these two facets is at sharp variance; 
that is, when seen from its general side 
like the norms or values or procedures laid 
down as against the concrete experience 
of those who become in charge of giving 
the.se a shape or who work them. The 
complexity which reveals an interesting 
feature has to do with contra.sting assess¬ 
ments of these two facets of democracy 
- the sy.stem and procedures and how they 
are made to work. In any society there is 
always a possi^i lity of acertain discrepancy 
between these two facets, though we have 
no way of comparing different societies; 
yet in our situation the di.scrcpancy is very 
glaring. In clarifying the rea.sons for the 
contrary assessments we will be able to 
understand the shifts which have come 
about in the experience of people over a 
period of 25 years; that is, betwen 1971 
and 1996, the two points at which data 
were gathered thiough across-polity survey 
of popular perceptions of socio-economic 
and political variables.^ lx:t us have a 
quick look at some of this data. And let 
us start with specific institutional mechan¬ 
isms of democracy, vi/. the vote, the 
representation and political parties and 
leaders, before we put all these together 
and look at democracy at a general level. 

More people now in 1996 believe, close 
to 60 per cent, that their vote has effect 
on how things shape up in the country. 
Twenty-five years earlier in 1971 only 48 
per cent thought so. This is an enormous 
incrca.se in the trust people have acquired 
in the potential and power of their vole, 
'fhis is also reflected in the fact that for 
ordinary people the act of franchise has 
by now become a carnival of democracy, 
a celebration of their power. Now this is 
no simple error of judgment on their part 
bccau.se in their assessment of other related 
or proximate institutions - variables - 
there is a consistency with this which is 


Economic and Political Weekly September II. 1999 


2649 



noteworthy. Look at their approval of the 
system of representation. About the same 
number of people think that election of 
representatives is an important part in 
making the system work. Likewise a 
slightly larger number, 61 percent, conssider 
political parties as important institutions 
in the working of democracy, 'fhis is an 
enormously high level of trust in and 
approval of some of the key institutions 
of democracy viewed especially against 
the background of illiteracy and poor levels 
of living of the majority of the people. We 
will later see that if we were to look at 
this approval in relation to cla.sses and 
communities, the poor and vulnerable 
people show a higher degree of approval 
than those who are better off or occupy 
vantage positions. 

The fortitude with which people express 
this trust in some of the democratic 
institutions and mechanisms as noted above 
really comes as a surprise. It is surprising 
in the extreme because this trust sustains 
itself in the face of the fact that more and 
more people, around 63 per cent, now 
think that the representatives they chose 
do not pay attention to or care about what 
the voters think, whereas only a few, just 
about 22 per cent, think that they care. 
Now this low level of the sense of efficacy 
of people who get elected in contra.st to 
the high level of esteem in which the 
system of representation is held is indeed 
a source of anxiety. In 1971 the number 
of people who thought so was less at 58 
per cent. Also important to note in passing 
is the fact that those who rated the 
effectiveness of tlieir representatives highly 
is down from about 27 per cent to 23 per 
cent between 1971 and 1996. It is quite 
obvious that though people value the 
system of reprc.sentation, they do not find 
the representatives elected by them as 
worthy of regard. This tallies to a large 
extent with their assessment of government 
officials who run the administration which 
is important for their everyday life. Only 
as low a number as 31 per cent think that 
the relations between government officials 
and people ire cordial. A still lower 
number, 28 per cent, are of the opinion 
that the attitude of the police towards 
common people is humane. Looking at the 
bureaucracy at large, as high a number as 
42 per cent do not at all have trust in it 
and as high as 57 per cent do not tru.st the 
police at all. (It therefore should not come 
as a surprise that more than 80 per cent 
of the people have never contacted any 
political leader or government official for 
any of their needs or problems.) It can be 
easily shown that this is no random 
reflection of the attitudes of the people. 


They do assess some other institutions 
quite highly and on this count their 
assessments may well be quite in tunc with 
tho.se of the informed critics of the system 
of parliamentary rule in our country. For 
example, over 75 per cent of the people 
think that the judiciary and the Election 
Commission function in a commendable 
manner. 

DtMtX'RArV AS AN ARENA OF 

Participation 

Now when we come to the system called 
democracy - not how it is conceived of 
by the people in respect of this or that 
aspect but its overall experience - the 
matter is entirely different. And this is 
where a crucial rupture comes in the way 
people have learnt about and relate to 
politics. Their experience of politics has 
a complexity which has not been captured 
in our academic or journalistic accounts 
of Indian democracy. And it is preci.sely 
here that we also notice that simple logical 
deductions do not help in the understanding 
of the intricate manner in which impli¬ 
cations are drawn from experience by the 
people. Democracy forthecommon Indian 
is .something he would not like to see 
replaced even if another system is offered 
to him on grounds of quicker solution to 
his problems. The dissatisfaction and 
alienation from leaders, parties, and certain 
institutions do not, in their eyes, discredit 
democracy as a system of governance. 
When it was put to them that if there were 
no parties and elections were not held, did 
they think that the government of the 
country would run better, the suggestion 
was summarily rejected. Close to 70 per 
cent of the people said no and only 11 per 
cent thought that it would run better. 
Whatever has been happening to the parlies, 
on which there is no need of a commentary 
here and the supportive institutions which 
too have seen a rather pronounced decline 
over the la.st two decades, has not effected 
people's faith in democracy as the space 
for struggles. In fact, their confidence in 
it has grown and become widespread. 
Twenty-five years back in 1971 far fewer 
people, 43 per cent only, thought on the 
.same lines. There were more undecided 
people then, 42 per cent, whereas now 
when only '. 9 per cent do not have a cleai 
opinion, only 14 per cent felt that it would 
run better without parties and elections. 
There i.s then a difficult angle ,in the 
perceptual perspective. The more observ 
able or tangible a feature of politics like 
the leaders or the parties with which we 
directly interact, the less the faith in it. The 
more removed from direct experience a 
phenomenon like democracy in general 


the greater is the faith in it; that is, contrary 
to what one may anticipate, as we move 
from the abstract to the concrete the trust 
declines. As I will try to show later, 
democracy in popular experience is not a 
conceptual entity but a set result in their 
life conditions. What makes the data on 
this matter quite reliable is the high degree 
of agreement, as we have seen above, in 
the assessment of the effectiveness of the 
vote and the system of representation on 
the one hand, and on the other the 
acceptance of democracy in general terms 
as .something desirable. Now let us look 
briefly at the time - the 25-year gap in the 
two sets of data- over which this extensive 
approval of democracy as a welcome 
presence in our politics has come about. 

1971 was the high mark of radical 
populism and a triumphal moment for 
Indian nationalism. The survey then was 
taken after Indira Gandhi decisively 
defeated the conservative wing in the party 
and to isolate them went about announcing 
one radical measure after another 
culminating i n the most catchy slogan ever 
coined in Indian politics. 'Garibi Hatao' 
(remove poverty). All this turned into 
euphoria with the defeat of Pakistan in the 
war and the creation of Bangladesh out 
of the erstwhile Pakistani province ot East 
Pakistan. But surprisingly, the period 
following this moment of electoral triumph 
was one of momentous challenges to the 
Indian state. Instead of con.solidating on 
this triumph the Indian state soon faced 
vory sustained popular assaults. There was 
a popular revolt in Gujarat followed by 
a protracted mass movement in Bihar and 
soon these grew into what came to he 
called the JP movement, a mass movement 
all over India. How and why this came 
about and its con.scquenccs will be looked 
at later in another paper. The period also 
.saw an intensification of earlier forms 
of struggle - agitations of the working class 
- culminating in the great railway strike. 

The Indian state, which was going 
through a process of rapid centralisation 
of power eversince Indira Gandhi effected 
a split in the Congress Party in 1969, met 
all such challenges to its authority by 
increasingly sharp authoritarian measures. 
More people were arrested during this 
period and more of them died in police 
firing than at the time of the Quit India 
movement. Ail of this climaxed into the 
darkest chapter in the history of inde¬ 
pendent India, the jettisoning of democracy 
and the imposition of internal emergency. 
Authoritarianism which was sporadic and 
ad hoc in Indian politics till then become 
institutionalised; happily foi us it lasted 
for only 19 months. 
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Now a feature of In(|ian politics then 
which persisted into the 1980s is worth 
recalling in passing before going further 
with this account of what is happening to 
Indian democracy. Beginning with 1971 
when Indira Gandhi received a massive 
mandate from the Indian people when the 
united opposition, barring the communist 
parties, called the ‘grand alliance’ was 
routed right through to the 1984 elections 
in the wake of Indira Gandhi’s murder 
which also .saw a murderous frenzy, an 
invitation to the cold-blooded massacre of 
Sikhs, which catapulted Rajiv Gandhi into 
power with the largest majority as well as 
vote, Indian politics has been witness to 
rapid popular reversion of moods. The 
same people who voted the governments 
with huge mandates soon turned against 
their own governments and the Indian 
state was under constant popular a.ssault. 
ITie phase following the 1971 elections 
we have noted above. The Janata 
government which followed the defeat of 
the emergency regime and which restored 
democracy faced the same situation in the 
way of popular agitations. The same had 
been the case in 1980 and 1984. This is 
an important indicator of the unresponsive 
nature of the ruling cla.ss vis-a-vis the 
problems of the people and the lack of 
adequate accountability of the govern¬ 
ments of the day. All this finally ended 
after the 1989 elections which u.shered in 
the era of coal ition or mi nori ty governments 
which is still with us today. 

Now it is clear that this pha.se ol politics 
devalued the leaders, political parties and 
certain institutions which lo.st their auto¬ 
nomy and were converted into mere 
instruments of powers that began during 
emergency and have more or less remained 
soever since. It is therefore understandable 
that people have lost faith in them. With 
the incessant revelations of cases of 
massive corruption and defrauding of 
public funds by the political leaders from 
the prime minister downwards, Rajiv 
Gandhi with Bofors and Narasimha Rao 
in innumerable cases, it is unlikely that the 
political leaders will soon regain the faith 
of the electorate. Nor is the story of political 
parties any better, barring the Left and the 
Right reactionary BJP and some regional 
parties. It is important to keep this in mind. 
The disease actually afflicts the centrist 
parties which have been singly or in 
combinations providing the government 
at the centre. People see what the Congress 
has done to the country and rebuff it and 
what comes in its place led by Janata Party 
or Janata Dal tries to rule with good 
intentions but cannot hold for long. Splits 
and self-disruption seem to be built into 


it. Where do people go from here? If not 
BJP, it is only one or the other centrist 
party which can provide the core of the 
government. So when people actually talk 
so negatively of the political parties it is 
really their experience with the unseemly 
behaviour of these centrist parties which 
they have in mind. 

Before looking into the reasons for the 
strong and widespread approval of demo¬ 
cracy as a system of governance when 
much that surrounds it is suspect, we mast' 
note an implication of the approval as a 
significant fact. Approval for democracy 
now after its long journey through turbulent 
times stands on its own. It is valued for 
its own sake. It does not any more, like 
earlier, require crunches in the shape of 
tall or powerful leaders to survive. These 
were the guardians of democracy and the 
trustees of the people. It was Nehru’s deep 
commitment or Indira Gandhi's fal.se 
populism which provided democracy with 
the cushion to survive in, what was con¬ 
sidered to be, an inhospitable environ¬ 
ment. Emergency changed all that. It 
showed people what it means to lose 
freedom. Retrospectively they also learnt 
that it is possible to fight for liberty, even 
if not really extensive; and along with this 
they also realised how precious is its 
possession even when poverty stares them 
in the face. Ordinary people were always 
subjected to institutionalised violence, 
oppression and terror in Indian society, 
apart from exploitation which is normal 
in every class divided .society. But all of 
this except exploitation was ad hoc and 
sporadic in nature earlier. Emergency made 
it systematic and pervasive to the extent 
that the privacy of the person, though 
little, was daily invaded by the lumficn 
elements of the ruling party and the agents 
of the .state. What we today call the 
criminalisation of politics becomes a 
feature of Indian politics in a sy.stematic 
way since then though one cannot deny 
its intermittent presence earlier. 

Today in spite ol the leaders and elected 
representatives, it is the environment of 
public opinion which provides sustenance 
to democracy and the leaders manage to 
be worth something because democracy 
cannot be run without the system of 
representation and because elections cannot 
be fought without the parties and their 
leaders. Leaders, formations aniund them 
and parties are the necessaiy means through 
which alone the representative system can 
work in large democracies like India's. In 
other words, one may be quite right in 
inferring that many parties and their leaders 
and other representatives are being 
tolerated becau.se people want democracy 


This reversal from earlier phases is 
important in itself. It provides a better 
grounding to the democratic institutions 
and compels practice to be. in some 
minimum degree, in conformity with the 
norms which .sustain democracy. In the 
words of the debates in political theory 
what we have been witnessing is the shift 
of legitimacy from the authorities to the 
regime or from the political class to the 
institutional set-up. This is the biggest 
gain in the political realm of 50 years of 
experience of democratic politics; its 
inadequate performance but together with 
a chance to make oneself heard. Demo¬ 
cratic polity .seems now finally to have 
become integral to political consciousness. 
It seems now to be a choice of the people 
rather than something given to them. 

Before we proceed further a note of 
caution about an inherent danger to the 
survival of democracy is needed here. In 
spite of the deep conviction people have 
acquired inthe overall worth of dem(x:racy. 
it may still be swept off by a demagogic 
intervention a la Vajpayee or Advani; not 
becau.se they are shrewd but because there 
is an element within the popular perception 
which can become potentially unsettling 
for the survival of democracy as an 
institutional and procedural system. 
Struggle for power, I presume, is .suspect 
in India. 60 percent people feel that parties 
struggling for power is bad. They do not; 
it .seems to me. reaii.se that majority in a 
democracy is a contestation; it is made and 
unmade as one struggles for power. It we 
do not consider this struggle as something 
intrinsic to democracy, it is diflicult to 
conceive how majorities can he made and 
unmade. It is therefore not very unexpected 
that 73 per cent of the people think that 
a strong and determined leader is what is 
needed to tidy up the political mc.ss and 
a mere 8 per cent disagree with this. In 
acountry which abounds with demagogues 
and whose number is increasing day by 
day, this is a bad foiewarning. This is 
precisely the sense in which in the 
beginning I had talked of consciousness 
as (potentially) inherently contradictory 
and unstable. The legitimacy of the sy.stem 
has to he seem in the circumstance of this 
inheritance of adeep-rooted contradiction 
of the popular con.sciou.sncss. That the 
BJP's campaign for a presidential form of 
government which is supported by an 
assortment of political opinions has 
ominous implications. 

legitimacy fordemocracy means in other 
words that it has acquired social roots. 
This in turn implies that legal and 
constitutional guarantees are not the only 
.sources for the practice ol democracy but 
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popular mood now is its chief foundation. 
All this suggests that democracy now in 
Indian society i s a model morally approved 
by the people It docs not any more need 
guardiansorlru.stccspmtectingitas earlier. 
This means that highly respected leaders 
as Nehru and others who were seen as 
embodying the legacy of the Freedom 
Movement are no longer the only basis for 
the survival of democracy.-^ 

TkrRAIN OI LECimMACY 

How did this come about? Indian 
governments have solved none of the basic 
problems of livelihood - food, shelter, 
liealth, work, etc - whether suffered singly 
or collectively by the people. That these 
problems are less severe or that fewer 
people stati.stically speaking arc victims ot 
these problems is a moot point. Also the 
point is not that there has been very little 
development in building a modern 
economy in India. Even if it is less than 
what India was capable of. it is quite 
considerable looked at from the sheer 
increase in the si/c of science and techno¬ 
logy. indu.stry. agriculture, infrastructure 
and so on. But what singularly marks the 
Indian experience with development even 
when wc compare it with not east and 
.south-east Asia but even countries like 
Tanzania, for instance, is the complete 
inability of the Indian .styleof development 
to solve the basic problems of poverty, 
health, literacy livelihood, housing, etc. 
Economic and technological development 
in India, in other words, has failed to solve 
social problems. So obviously the growing 
acceptance of democracy is not because 
it has .solved the problems of society. Thus 
the Indian experience with dem(x:racy 
seems to me to be somewhat unique. Where 
then do we IcNik to for the explanation for 
such widespread acceptance of democracy 
as desirable? 

The clue. I would like to suggest, lies 
in what has happened to the social structure 
with the working of democracy in the 
context of the development of capitalist 
relations in India. This has unhinged the 
rigidity of the mechanism through which 
.social conformity of the mo.st severe kind 
was conventionally enforced. All tradi¬ 
tional societies enforce strict conformity; 
that is. cixlcs both at the level of morals 
and conventions are not advocated but 
imposed; force rather than persuasion is 
the mode of enforcing compliance. This 
is important because advocacy implies 
persuasion whereas imposition is evidently 
coercive. But in India, in addition to this 
much else is involved. With its caste system 
India has been quite a case by itself. There 
is a powerful in-built mechanism in it to 


push people towards a status-ridden, 
hierarchic downgrading and through this 
process a systematic denial of respect to 
people in the lower orders of the caste 
system. Because of the scriptural sanctions 
that it enjoyed, it has been a self-validating 
sy.stcm of authority and traditions 
associated with it. All this started breaking 
up, slowly in the beginning but gathering 
strength as time went by, with indus¬ 
trialisation and urban growth, increasing 
penetration of capitalist ways of accu¬ 
mulation of surplus in the countryside, 
subsumption of labour and all else which 
goes with the development of capitalism. 
This process of capitalist development has 
taken place within a framework of a more 
or less sustained working of democratic 
institutions and practices and intense 
electoral competition. This has given a 
specific flavourto the makingof modernity 
in India. 

Modernity may, as it is alleged, enforce 
normalisation - everybody made to live 
by the same standards and norms and of 
an origin which is not indigenous - but 
it is not conformi.st in any sense. Modernity 
allows for a great deal of autonomy of 
persons. It docs so, first, by giving rise to 
an objective, historical process of indi¬ 
viduation - making persons bound up 
within communities into (self-referring) 
individuals and by putting a high premium 
on individual choices for lifestyles and 
.self re-making. It permits me to become 
different from my surroundings and to live 
at a certain distance from the communities 
out of which 1 may have emerged. It 
undermines those conditions which make 
life unfree. Democracy when it functions 
uninterruptedly in the context of such a 
change, facilitating and checking its 
excesses, has a loosening effect on the 
inherited social structures, which were 
always seen to be excessively oppre.ssivc. 
especially thcirhicrarchical features based 
on notions of high and low in terms of 
purity and pollution. This is what seems 
to have been happening in India over the 
years of functioning of democracy. Rule 
of majority, whatever its limitations in 
India, recognises individual-level equality 
of vote even when other aspects of equality 
are regular!;' denied in practice. 

Denials and affirmations are a complex 
amalgam here. As a dalit social being I 
may be denied access to village wells or 
an upper ca.stc house. As a woman I may 
nut be allowed to regulate my time or 
work. But as a citizen my vote, whatever 
my .social status, is not worth any less than 
that of a brahmin or the patriarch. Or my 
evidence as a witness in a judicial process 
does not count as of any less weight. Even 


very marginal increases in worth of people 
of low status is a challenge to those of an 
upper caste. For a brahmin to be told that 
the word of his village dalit is worth as 
much as his is a serious insult to his (false) 
sense of esteem as also an experience of 
pain inflicted on his self. 

This disjunction between social 
existence and citizenship does, no doubt, 
lessen my functioning as a citizen but it 
docs not negate it. In fact it opens up a 
terrain for struggles and however con¬ 
strained my struggles, they are a means 
of enhancing my capacity to function as 
a citizen and to narrow the gap between 
this and my social existence. With this 
when people become conscious of group 
numerical strength, there also comes to 
them a greater sense of ability to move 
things in their own favour, a little here and 
a little there. 

Democracy in India is therefore an 
assertion of the urge for more self-respect 
and to be better than what you were made 
out to be. This is a clear manifestation of 
the secular power of politics which is 
simultaneously the erosion of the sell- 
validating nature of the power of the social 
structure and the traditions sustained by 
these. All this has conferred an added 
thrust to and taken forward the radical 
impulses generated through the powerful 
popular movements during the freedom 
struggle, in spite of the ruling classes acting 
as brakes on the process. Whatever the 
limitations, democracy in India has opened 
up the spaces for the great battle for 
egalitarianism. Ixt us look at this a little 
closely. 

Indian society for ages had given an 
effective voice only to a small stratum 
made up of what are called the 'dwija' 
castes. It may have, perhaps, been overtly 
less repressivethan other pre-modem class 
societies but its mechanisms of conformity 
were more elaborately ideological in nature 
and based on internalisation of direct 
scriptural sanctions than anywhere else. 
The voice of everyone else was taken away 
by this ‘dwija’ stratum headed by the 
brahmins. Democracy with all the strug¬ 
gles, agitations, mobilisations of all kinds, 
electoral participation and such other things 
broke the rigidity of the enforcement 
mechanisms of the social structure. The 
most lowly placed in the Indian society, 
the worst victims of this, could feel a tittle 
less suffocated; in a minimal way they 
could feel what it means to breathe the air 
of freedom, a perception as well of what 
all freedom can become. 

Here we must be careful and not ovcriead 
the situation. What the ordinary people 
have gained, given the conditions of their 
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social existence, is really very little. It is 
important to realise what is the limit on 
this freedom. It is exercised in a very 
narrow space. And this space becomes 
available by the traditional power be¬ 
coming loosely regulated and sporadic in 
its nature. It has not broken down and 
therefore conditions which constrain the 
people from exerting their powers to 
enhance the realm of choices remain ever 
present. To put it in another way, it means 
that reprisals have become ad hoc in nature. 
Ordinary, poor people can go on doing 
things in their own way, contrary to 
inherited norms. But then at points un¬ 
foreseen they may be hit at with varying 
.severity. But then again they now can 
register an FIR with police and/or, more 
importantly, organise more people of their 
kind to fight back. This is the opening they 
really cherish. In defending the demo¬ 
cratic (space) system it seems to be this 
little gain that they cannot think of being 
deprived of. 

From the point made above, an important 
implication follows. The conditions of 
social existence being what they arc, the 
inequalities within the society have, 
without becoming any less .severe, changed, 
seen in a relative scn.se, their terrain in an 
important sense. What stared people in 
their face and which took away their voice 
were the ritual-status inequalities. In their 
place have come to the fore the economic 
inequalities and with this those of power 
in the secular sphere. Incqualitiesof power 
in the secular world, unlike those of the 
ritual world, do not restrain the as.sertion 
of civic and political rights; in fact they 
encourage these and help bring together, 
as is happening all over the world, 
egalitarian values as integral to the demo¬ 
cratic principle, for struggle and debate. 
It is in the very essence of economic and 
other secular inequalities to elicit a counter 
trend of fighting against this. And it is this 
which is the basis of all radical, including 
socialist, consciousness. 

The loosening of the social structure and 
therefore the margins and spaces becoming 
available to the common people allow 
them to fight for dignity, rights and 
entitlements and to resist oppre.ssi ve social 
custom to.which the ordinaiy people, 
especially those belonging to lowercastes. 
were systematically subjected. Precisely 
due to this they sec democracy as an 
arrangement which permits a fight for a 
decent life in whatever minimal way they 
conceive it; given the social and material 
inheritance of the people this may well be 
felt by them as a large ‘concession’ won. 
In fact the very nature of caste and the 
relations of ‘jatis’ to ‘vama’ order itself 


have undergone a drastic change. None of 
the lower castes - the dalits or the OBCs 
- any more are prepared to accept or act 
in the public sphere as lower category 
people. They do not any more accept that 
they are unpure and therefore polluting in 
nature. 

This has come about with the emergende 
of new modem classes within the old caste 
order; crucial within this class formation 
is the making of a more or less numerous 
middle cla.ss, with literacy and skills in 
handling the secular world being the mo.st 
important assets. And it is these strata who 
are waging a battle for equality on behalf 
of their communities.'’ What is entailed in 
democracy is seen by them as a set of 
diverse resources. Hence a deeper commit¬ 
ment for democracy among these people. 
Confirmation of this comment and a deeper 
.substantiation for the observation comes 
fromanotherset of data. If weeross-examine 
the data on the growing acceptance of 
democracy and the institutions which 
surround it in terms of the weaker and 
vulnerable sections of society as against 
the relatively more privileged, we get some 
rather revealing sketches of preferences 
in relation to castes and communities. Let us 
therefore look at this data a little closely. 

To do this, I only take for the present 
the changing nature of the electorate for 
some scrutiny. What we do here, to put 
it in another way, is to look for the inner 
composition of the aggregate of those who 
vote or do not vole; the emphasis though 
will be on those who vote. What strikes 
one immediately is the change in the 
composition of the electorate. This is 
important because the percentage of the 
electorate which votes has not changed in 
a pronounced way between 1971 and 1996 
but the composition of those who vote or 
do not vote has changed in a dramatic 
manner. Compared to 1971 those who 
vote have, within the same overall per¬ 
centage, got altered. There are more 
illiterates, rural-based people, scheduled 
castes and OBCs who comprise voters 
today than earlier. In 1971 there were more 
upper caste, urban, and college-educated 
voters than in 1996. Similarly, the 
percentage of Muslims or tribals who 
deviate from the national average is more 
pronouncedly towards voters than non¬ 
voters. Which means that the percentage 
ftgure converted from the sample to the 
overall electorate will add into millions of 
voters from these groups; in other words, 
these vulnerable sections of electorates 
make up more of actual voters now in 1996 
than they did in 1971. We can therefore 
say with a fair degree of confidence that 
the democratic foundation to power today 


is made up much more of the vulnerable 
sections than in 1971. The change in the 
composition of whose who choose to vote 
out of the total electorate is rather 
unnoticed, when as so often happens we 
confine our attention to the surface 
observations. If we go behind what is 
hidden by the aggregates we get the 
startling fact that the fate of those who will 
rule within our parliamentary governance 
is now being determined, in an unexpected 
way, more and more by those who are 
weak and powerless and driven by need.* 

Put differently, to say that the voting 
percentage in India has remained more or 
less the same hides more than it reveals. 
If fewer well-off people come out to vote 
than earlier and more poorer people decide 
to vote, then docs this reveal anything 
significant about Indian democracy? If 
democracy has to solve problems in society 
then these concern more of those needs 
which pertain to the poor, vi/.. illiteracy, 
health, nutrition, housing. livelihorKl, etc. 
These same problems have got sorted out 
more or less satisfactorily vis-a-vis the 
well-off sections of society. We found 
earlier that the clue to Indian democracy 
surviving for half a century is not in the 
nature of problems .solved or not but in 
the space that democracy provides for the 
vulnerable communities or section.s^’ to 
stand up and fight for their rights and 
entitlements. So let us pursue this story 
further and see what is specific to each 
of these. 

In the analysis which follows I only take 
for consideration the communities which 
are vulnerable. This is tor a simple rea.son. 
The exploited like the workers are 
uncomplicated in terms of opting to vote 
or not and cannot easily be prevented from 
voting. This is very unlike the case of 
certain communities whose fate in terms 
of choices is not the same across the 
communities nor is it uncomplicated. 
Oppressed communities in India are of 
two kinds in class terms. There are the 
propertied oppressed like many of the 
OBCs, though not all as many of them are 
in various handicrafts. The propertied 
oppressed were mainly, before the land 
reforms, dependent peasantry. Within these 
there is, obviously, bound to be class 
differentiation but we need not, at this 
point, go into this. There is then the 
propertyless oppressed. The most pro¬ 
nounced groups which make up this 
category arc the dalits, being mainly 
landless agricultural labourers, but also in 
sizeable number in ‘unclean’ traditional 
work like that of various kinds of cleaning 
or leather work and so on. Among the 
propcrtyless are also the most backward 
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classes who are largely in 'clean' traditional 
occupations like barbers or washermen, 
and so on. 

When wc look at the changing com¬ 
position of the voters we get an interesting 
picture. Let us look at this in relation to 
the castes, starting with the OBCs vs the 
upper castes. In 1996 over the average 
polling of S8 per cent, there were I per 
ccnl more OBCs voting as against nearly 
2 per cent less of the upper castes; that 
is .59 per cent OBCs vote as against 56 
per cent upper castes. It becomes more 
pronounced if wc look at the scheduled 
castes who are 2 per cent above the average, 
that is, about 60 per cent of them vote as 
against 56 per cent upper ca.stes. In 1971 
the difference was not at ail pronoun¬ 
ced as it is now. Then both the OBCs and 
upper castes were 1.5 per cent below 
the average, but the .scheduled ca.sics 
were then only half a per cent above the 
average. 

When wc move, .secondly, to the 
distinction in terms of education there is 
a more pronounced shift. Here we look 
at the illiterates vs educated (up to college 
level and above). In 1996 wc have slightly 
less than half a percent more illiterate vote 
above the average hut what really comes 
as a surprise is that nearly S percent fewer 
than average ot those who are educated 
exercised their franchise; in other words, 
if 60.5 |)er cent of the illiterates arc voters 
then only 55 percent of the educated chose 
to go to the polling booth on election day. 
Here there is a rather drastic shift in the 
inner composition of the voters. The active 
portion of the electorate now is compri.sed 
of illiterates who obviously al.so arc much 
more poor as against the college educated 
who more often also come from the better- 
off strata of our .society. In 1971 there were 
slightly above 6 per cent educated above 
the average of 55 per cent as voters as 
against the illiterates who were 3.5 per 
cent below the average. 

Here we then have a comparative pu/./.le 
which is also so f rom a commonsensical 
point of view. Comparative studies based 
on cross-polity surveys and other types of 
similar aggregate data have very clearly 
shown that the survival of demiKracy is 
negatively related to the persistence of 
illiteracy, poverty, oppression and related 
features. Furthermore, it is features of this 
kind that make a .society prone to de¬ 
magogic manipulations and populist 
manoeuvres. Not that India did not have 
a share of these. Radical populism fallowed 
up with some measures in the policy and 
admini.strative spheres has an undoubted 
place in all societies with socio-economic 
conditions like thoseofindia. The euphoria 


generated in 1971 in the wake of radical 
pronouncements but which soon dissipated 
in ruling class manipulation, as noted 
earlier, is a witness to that. But the Indian 
experience also very clearly shows that 
empty populism and radicalism which turns 
into empty rhetoric has been seen for the 
bluff that it is. The decisive rejection of 
the emergency regime by the ordinary 
Indian people is as emphatic a proof as 
one can ask for. Commonsensically too, 
as revealed in newspaper reporting, the 
apathy within Indian democracy happens 
to be with the sections who arc illiterate, 
p(K>r, etc. Let us for instance note that 
during every election during the last few 
years, news correspondents travelling 
across the country forreporting, repeatedly 
come up with the news that there is very 
little interest in the election campaign 
among the people. From this they often 
have inferred about voter apathy. Ordinary 
people do not, perhaps, talk politics as 
often and as coherently as we in our living 
rooms; or, at least, do not do so with us. 
What has not been realised is that there 
is much greater self-mobilising among 
these people than before. More of them 
arc making up their minds about how to 
vote without being prodded. 

Let us look at two more vulnerable 
groups or communities in a broad .sen.se. 
vi/., tribals and Muslims. This will further 
the substantiation of the assertion made 
above. In 1996 the aggregate vote of the 
various tribal communities is slightly less 
than I per cent below the national average. 
In 1971 it was below the average by 8.5 
per cent. That is, on the average of 58 per 
cent it .stands at 57 per cent in 1996 
whereas in 1971 on the average of 55 per 
cent It stood at 48.5 percent. This represents 
an enormous incrca,se. In the case of 
Muslims it is exactly 1 per cent below the 
average whereas in 1971 it was 7 per cent 
below the average. 

Now Muslims, unlike tribals. include 
non-vulnerable sections as well. There are 
landlords and professionals and a si/.cable, 
though nut quite as big as our impressions 
are, middle class among them. But it has 
been calculated by the data unit at the 
CSDS that the numberof better-off section 
among the Muslims is no more than a third 
of their population and the rest of them 
are no better than the OBCs. Only among 
the dalits (19 per cent) and adivasis (16.4 
per cent) is the proportion of better-off 
sections lower than among the Muslims. 
Clearly, the Muslims are not 'pampered' 
and have not gained cxce.ssively because 
of the appeasement policies of the 'pseudo 
secularists' when we compare them with 
the upper castes(the category here includes 


the dominant castes such as the jats and 
reddys and so on among whom the number 
of better-off people is more than two- 
thirds of their population. So minus this 
small stratum the rest of them can be 
treated as vulnerable. They are vulnerable 
in another sense. Given the history of their 
role during the freedom struggle and 
varying degrees of identification with the 
separatist politics of the Muslim League 
they arc a su.spect presence in the eyes of 
a large number of people and this takes 
two forms; a non-hostile suspicion among 
a sizeable section of non-communal people 
and open hostility as by the hindutva forces 
and the like-minded. It leaves them as an 
aggregate of communities bewildered and 
insecure and this inciea.ses hecau.se the 
history of riots and their sociology are a 
gruesome aspect of Indian politics. 

Let me end this story of numbers with 
another pair: the urban vs the rural 
population. Now it is not my contention 
that the rural is vulnerable and the urban 
is not. It will be an absurd position, though 
from Charan Singh on this too has been 
a refrain in Indian politics. The rural areas 
also contain a reservoir of the most 
reactionary ideologies in the presence of 
landlords who roughly con.stitute about 
4-5 per cent of rural population and in 
addition to them there is a sizeable presence 
of kulkas and rich peaisants. Likewise, the 
urban areas contain the most .sy.stcmatically 
exploited section like the working classes 
and also the run-away destitutes; all this 
and more. Nevertheless the urban areas 
also have the concentrated presence of the 
information and media networks and accc.ss 
to them is a source of potential power; 
there are the most powerful professional 
groups; and, above all. the most strong and 
stable section of the ruling cias.ses. the 
bourgeoisie. All of this gives it a very 
pronounced advantage. This indeed is the 
reason for giving it consideration. Now as 
we look at this pair wc find that the votes 
of those residing in rural areas arc 1 per 
cent higher than the average, whereas in 
1971 it was a little over I percent lower. 
This is not a very significant shift as in 
ca.se of some others we have considered 
above, but 1 per cent converted as absolute 
number given the size of the rural popu¬ 
lation is a huge number. But it acquires 
a significance when looked at in relation 
to the voters in urban areas. In 1996 the 
vote of the urban residents was lower by 
about 3.5 per cent but in 1971 it was higher 
by 4 per cent. So the overall decline in 
the proportion of urban voter is rather 
pronounced, suggesting the relative rise 
and fall of interest and apathy among the 
electorate. 
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What all this reveals is the infirmity of 
common sense and the untcnability of 
facile comparisons; alternatively, we can 
say how deceptive are the surface looks 
of a phenomenon. When looked at closely 
appearances dissolve into questionable 
commentaries and what emerges as 
coherent pictures are the invisible under¬ 
lying patterns. To note this is important 
to recognise who the democratic masses 
in India are. It is also important to call the 
pontificating bluff of the withdrawing elites 
who loudly blame the ordinary people for 
all the ills which no doubt inform the 
working of Indian democracy and the 
untidy manner in which the extension of 
democracy is taking place. 

It is nobody’s ca.se that serious problems, 
almost a crisi.s, are not being encountered 
by Indian democracy especially in the 
working of democratic institutions and 
more particularly of governance as well. 
It is important to note in passing that the 
crisis of governance is due to. more than 
anything el.se, a .sort of contradiction that 
has emerged between the ‘principle of 
representation' and the ‘requirement of 
parliamentary inle'. This has come about 
because the conditions determining 
rcpre.sentation arc moving in directions in 
which the acquisition of majority by any 
political party is becoming difficult.'This 
has become in fact more pronounced with 
the slow erosion of the support of the 
Congress since the Emergency and after 
its sudden decline after the 1989 parlia¬ 
mentary elections. All this is due to the 
ineptitude of the ‘governing class' which 
is largely made up of the established elites 
and those whoareemerging fromdifferent 
hitherto excluded strata and are joining the 
established elites. The point to emphasise 
is that the danger to democracy comes not 
from the ordinary people but that the threat 
lies in the lack of skill of the emerging 
elites to properly run the democratic insti¬ 
tutions and in their propensity to violate 
the rules of the game and to pay scant 
regard to the procedural aspects of demo¬ 
cracy. More seriously the rise of Hindutva 
is also an effort on the part of the erstwhile 
dominant elites to regain the prominence 
they have been losing with the emergence 
of and ascendance to power of the middle 
classes frOm within the vulnerable com¬ 
munities.* 

The predicament is precisely that which 
lies with the ruling cla.sscs and their political 
representatives. It is evident that ever since 
crises points emerged in Indian politics 
from the late 1960s the ruling establish¬ 
ment has shown a strong propensity to 
lake recourse to authoritarian means for 
handling popular pressures; all this 


culminated in the declaration of internal 
Emergency in 1976. One can therefore 
argue that democracy in India survives not 
despite the illiterate and poor people but 
due to their pressures for democratic 
governance. The elites in India have fine- 
tuned the culture of evasion and rcpre.s- 
sions. Wc see all the time efforts to solve 
people’s problems through bureaucratic 
and technical means. It isonlyunderintensc 
pressure of popular movements and 
agitations that limited political recognition. 
as agents is acknowledged vis-a-vis the 
people. It is this .space that people want 
to protect and preserve. And it is this space 
which is under serious threat from Hindutva 
forces - the militant Hindu right-wing - 
emboldened to indulge in arm-twisting 
and illegal exactions on society. 

Like with the exercise of vote, if we 
were to look at all the institutional aspects 
of democracy and popular orientations to 
these as well as their assessment of 
demiK'racy in general, what comes as a 
revelation, no more unthinkable I hope 
after what has been disclosed above, is the 
fact of the much more widespread 
acceptance of these by the ordinary people 
than the bettcr-ofl sections. But this is 
something I will not go into here, it has 
to be a story for another occasion. 'I'his 
acceptance furthermore is towards these 
as values and the processes by which these 
are being realised and which arc affirmed 
irrespective of how these are made to 
function by the political elites, which is 
more often as wc have seen viewed as a 
let-down. It is important to note this because 
an tnnera^reement is emerging among the 
oppressed about Indian democracy, 
whatever be their political fractiousness, 
which is in no way visible to us. It may 
be fragile and ad hoc but nevertheless an 
indication ol its incipient strength. The 
fragility may largely be due to the 
weaknesses of the ordinary people who 
may or may not be able to beat hack an 
assault launched by the ruling classes. Let 
us take the case of globalisation frantically 
under way now. People may know of its 
implications when they become victims of 
its consequences but they are not equipped 
cither to its logic or to fore.scc the 
consequences. The ruling classes have the 
means and strength to push these through 
authoritarian methods. Nonetheless wc wi II 
see that compared to any other .section of 
society the ordinary and vulnerable arc the 
ones who feel more strongly for democracy 
and its institutional set-up as well as the 
surrounding conditions.^ 

The central point underlying the picture 
that emerges from what we have seen 
through the data reported above and the 


argument built around them can be stated 
as follows; the proccs.se.s around democracy 
or the democratic process have detached 
themselves from the infirmities sur¬ 
rounding it, whether they be of the leaders 
or the parties or repressentatives, and 
acquired an autonomy ot their own. The 
deepening legitimacy for democracy 
inheres here in the process - the struggles 
including electoral battles and their locales 
- and the process is the space which 
becomes available, now contracting and 
now expanding, for the range of resistance 
people arc capable ot. The invisible 
incremental advances and ‘concessions' 
won arc registered here. This happens in 
spite of the shape that organised politics 
has acquired, 'nris also suggests that a 
radical revision of the theories of legitimacy 
together with how it comes about and 
where it resides, as elaborated in academic 
studies, is called for. The functioning ol 
dcmtxrracy in India has not provided an 
opportunity for a revolutionary advance. 
But it has given ri.se to a new kind of 
democratic progress, constrained nodoubi 
by the hegemonic bourgeois condition. 
Tlhe question how do we overcome this 
condition remains the key question as it 
has been for quite some time 

Notes 

IThis is not so much u conlinuulior hut .i follow¬ 
up of iny previous article ‘Is Caste Appeal 
Casteisni’’ Oppressed Castes m l’olitics‘. EPW. 
March 27. 199V. In that article I looked at what 
is con.stilulivcly happening In the various castes 
and Its implications tor social CMstencc and 
political iiiohilisation as well as iIh* reversal taking 
place within the ‘van)a‘ order and its implications 
for the nature of social mohility Here I shift the 
locus and look at how the oppressed castes who. 
as has ''cen argued carlici. arc increasingly 
becoming 'coiiiiiiunitics'. relate in complex ways 
to democr.'icy in India.] 

1 Coascioiisncss. in the liinited scn.se in which. 
I am using it here, is what one draws nr which 
gets imrcflectively drawn Ironi the expen.'nce 
plus stable ideological orientalions where 
idology iLself is the sum total or framework 
of all our separate reprcscntalinns of the world 
wc live in Repic.sentatiuns of all the things 
arc never all the nine right .So consciousness 
is never one like knowledge of reality which 
can also be validated m one way or anotlier. 
Therefore, one facet of consciousness is always 
shifting becau.se of the contradictory multi¬ 
plicity of experiences people undergo and a 
good bit of It they may never sort out But 
the other aspect of consciousness is more 
anchored. ba.scd as it is on the ideology people 
live by This is important to keep in mind 
because in the course of this essay wc will 
ottcii use the word without specifying which 
side of It we arc talking about. 

2 All data arc drawn from the CSDS data unit. 
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Data for 1996 hawd on a cnm-polity survey 
conducted iinnicdiulcly afterthe parliamentary 
elections rhe data for 1971 too are from a 
similar survey done then, a gap of 2.5 years 
which has .seen momentous developments in 
Indian poliiiss. 

^ Legitimacy is something distinct from 
legality It is always a flow of sentiments 
fn>m below, trom within the society, for 
practices orauthnrities or institutions whereas 
legal iniunctions are directions from above, 
from the competent authorities, which then 
move down into society; even when those 
directions do not find acceptance they have 
to be obeyed. In other words, there is always 
a degree of compulsion inbuilt in legality 
Legitimacy is, to the contrary, an active and 
willing endorsement of something as 
desirable For example, practice of 
untouchability or asking for dowry docs not 
enjoy any legality: these are banned practices. 
Yet these are widely prevalent across classes 
and communities. For legal injunctions to 
become legitimate these must come to he 
seen as desirable or morally binding by society 
as such in terms of its own volition. There 
can always be a disjunction between legality 
and legitimacy m any society but it is generally 
more pronounced where a change is sought 
in the values and outlook of the people, as 
IS happening in our society. 

4 For a detailed elaboration of the logic of this 
development see my, ‘Is Caste Appeal 
Casteism't . op cii. 

5 The voting figures in India stabilised from the 
time of the third general elections in 1962. 
These have randomly fluctuated between 55 
percentand62 percent in most of the elections 
except in 1991 when these went down to 51 
per cent and, in the opposite direction, the.se 
rose up to 64 jier cent tn 1984. Rut otherwise 
the range holds over seven parliamentary 
elections. At the two points at which we are 
making compansons the voting figure in 1971 
was 55..1 per cent and in 1996 it was 57.9. 
This is not an insignificant difference but it 
is not too dramatic either tn vitiate 
compansons 

6 The vulnerable sections in India cnmpnsc 
those who are exploi ted and socially oppressed. 
These ought to be l■"ated as distinct because 
one who is exploited, say, an upper caste 
worker, is not socially oppressed but a middle 
pea.sant belonging to ORC is not exploited but 
the expression of the social order in India is 
such that nistorically OBCs have been 
opprc.sscd. in many instances, say. in the ca.se 
of the harijan/dalit agncullural worker, he is 
both exploited and oppressed at the .same 
ttme Women belonging to well-off .sections 
arc an instance of those who arc socially 
oppressed but who may also be the exploiters 
as well as oppressors of the labour and person 
of the poorer strata. 

7 See my ‘Is Caste Appeal Casteism’...’, op eit. 
In addition tn the reasons advanced there, 
there is also the fact of a shift in the basts 
of allegiance and mobilisation towards the 
various regions of India which arc in the 
process of redefining the Indian nation in new 
terms 
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8 .See my ‘Is Caste Appeal Caslism?...’, op cit, 
for details of this process. 

9 Here it may be interesting to look at the 
estimation of the future by the people which 
IS a source of an insight os well as a confirma¬ 
tion of the as.scnton that the devul«p}cnt 
of capitalism tn India within a functioning 
democracy has opened up spaces for 
struggle against the stranglehold of inherited 
social structure. Asked if their children 
would have better opportunities in life than 


they had over 54 per cent considered the 
prospects for children as better and only 22 
per cent fell that they would not have better 
opportunities. 

10 As a political statement in the given 
conjuncture one may be able to say; Defeating 
Vajpayee is the first step. Sidelining Soma 
Gandhi after that is the next. Building a 
relatively stable Third Front is the third. After 
that the shape of popular struggles will 
determine our future. 
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Agricultural Tenancy and Interlinked 
Transactions -1 

Neoclassical and Marxist Approaches 


Mamata Swain 

This article attempts to study features of tenancy and interlinked transactions in Orissa in recent years. 
The applicability of the neoclassical and Marxist approaches to the .study of interlocked factor markets 
is examined with empirical data collected from three villages through an intensive survey. It is argued that 
the Marxist approach is more powerful in studying interlinkage as it addresses the problem in the context 
^f tt differentiated class society. However, the autonomous role of class relations should not be overstressed. 
The macro variables that shape class relations and the enforcement device of the dominant class are to 
he given due recognition. 

This article appears in two parts. This, the first part, analyses features of tenancy prevailing in the survey 
area and explores causes for the existence of tenancy and its persistence. 


IN underdeveloped agrarian economies il 
is very often observed that transactions in 
niral markets are inteitwined in asignificant 
way in the sense that a transaction in one 
market becomes contingent upon a 
transaction in another market. A landlord 
and his tenant enter into several tran.sactions 
at the same time; in leasing out land, in 
hiring labour, in providing credit, in sharing 
of input costs, in marketing of output, etc, 
all as part of a comprehensive interlinked 
contract encompassing several markets 
[Bardhan 1980). Thus interlinkagc of factor 
markets is said to take place when contracts 
regarding several interdependent market 
transactions are simultaneously agreed 
upon between the same parties. 

I 

Neoclassical and Marxist 
Approaches to Interlinkage 

There is a plethora of literature on 
interlinked land, labour and credit trans¬ 
actions most of which try to explore the 
causes of intcrlinkage and delineate its 
consequences on farm economy. However, 
the different views on interlinked deals 
can broadly be divided into two strands 
of thought, the neoclassical and the 
Marxist. 

The neoclassicals argue that rural factor 
markets are imperfect, characterised by 
prevalence of risk, uncertainty, indivisibi¬ 
lity, information asymmetry and moral 
hazard problems, lliey emphasise that 
interlinkagc is the means by which the 
profit maximising landowner overcomes 
the inefficiencies of incomplete and imper¬ 
fect markets and this facilitates increased 
efficiency and higher social welfare.* 

The most plausible explanation put 
forward by the neoclassicals for the 
existence of interlinked deals is that it 


minimises tran.saction cost and ensures 
insurance against risk and moral hazard 
in a world of uncertainty and informa¬ 
tion a.symmetry. It is stressed that inter¬ 
linked rental and credit contracts may be 
a device to internalise externalities 
generated by moral hazard considerations 
when production uncertainty and in¬ 
formation asymmetries between agents 
prevail - as in the case when it is difficult 
for the landlonl to monitor if the tenant’s 
low output is the result of inadequate 
effort or bad luck [Braverman and Stiglitz 
1982; Braverman and Srinivasan 198IJ. 
The landowner provides a consumption 
loan to the tenant to induce him to work 
harder, advances production loans to 
enable the tenant to adopt improved 
package of practices and shares in co.st to 
increase the intcn.sity of input use, all 
aimed at getting increased yield 
[Braverman and Stiglitz 1982]. Thus 
interlinking of land, labour and credit 
markets can be regarded as an attempt to 
improve alliKative efficiency by reducing 
transaction cost in the face of risk and 
moral hazard in the absence of any 
insurance market. This is precisely what 
the neoclassicals argue for the existence 
of interlinked deals. 

Marxists, however, believe that inter¬ 
linked transactions are devices of the domi¬ 
nant party to subjugate the poor and to 
Increase their political economic power in 
the village community. Intcrlinkage is 
viewed as a method of surplus extraction 
which helps the dominantclass consolidate 
their class position. The various 
instruments that are interpreted in the neo¬ 
classical analysis as increasing the effici¬ 
ency of sharecropping as noted in the 
preceding paiagraph are deemed in the 
Marxist formulation as weapons for im¬ 


proving the effectiveness of surplus 
extraction.^ 

Thcdifferenccsbetween the ncoclas.sical 
and the Marxist viewpoints on interlinked 
transactions can be summarised as follows: 
(i) Neoclassicals presume that interlinked 
transactions are an individual's rational 
response to market imperfections aimed 
at improving allocative efficiency. 
Marxi.sts argue that interlinkagc symbolises 
class relations and is a mechanism of 
.surplus extraction, (ii) Ncocla.ssicals argue 
that interlocked deals are welfare 
promoting devices from the points of view 
of both the landowner and the tenants and 
it represents a symbiotic relationship where 
both parties benefit. Marxists hold the 
view that the purported increase in income 
is cumulatively appropriated by the domi¬ 
nant class and the incomes of the tenants 
are pushed back to the ir bare survival level 
needed for their reproduction only, (iii) 
Neoi'lassicals stress that the tenants enter 
into interlinked transactions voluntarily as 
it increases their welfare. Marxists, how¬ 
ever. believe that intcrlinkage is nothing 
but a survival strategy for the weaker 
sections and it isacompulsiveinvolvemcnt 
in market transactions to meet their 
subsistence needs. 

Thus the neoclassical interpretation of 
interlinked transactions is contractual, 
while the Marxist explanation is one of 
surplus appropriation. One notes of the 
Marxist approach that it lacks a macro 
framework which needs to take into 
account the macro variables that create 
favourable conditions for the landowning 
class. The contingencies upon which the 
Marxist superstructure is to be built need 
to be pointed out. More accurately, the 
macro variables which create an 
advantageous situation for the landowning 
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in the year 1991-92 the percentage of 
operational area under tenancy in Orissa 
was only 9.5 per cent and tenant holdings 
constituted 16.4 per cent of total opera¬ 
tional holdings. 

High incidence of tenancy in the non- 
irrigated village Sandhagaon can be 
attributed to various reasons. In dry land 
farming practised in this village, crop yield 
and cropping intensity are found to be 
quite low. Cultivation is viewed as a losing 
concern. Moreover, wage rate is higher in 
this village. Due to existence of many 
industrial complexes in its vicinity, casual 
labourers demand high wage in parity with 
the available industrial wage. Low yield 
along with high wage and high cost of 
cultivation induces landowners who have 
other sources of income like salary and 
business to iea.se out their land. On the 
demand side, in the absence of adequate 
employment opportunities the agricultural 
labourers are keen to lease in land to 
produce some food crops which they can 
retain as food security against the lean period. 

If we analyse the incidence of share 
tenancy over time in our study villages, 
in Charapara and Harinababi most of the 
tenants reported that share tenancy is 
tending to increase due to emigration of 
landowners to urban areas for employment. 
But in the non-irrigated village no such 
trend is perceptible. 

It is usually believed that land attracts 
land: that landlords prefer to lease out land 
to landowning peasants as they are 
considered to be efficient cultivators 
having managerial experience in fanning 
[Nadkami 1976:A142; Sarma and Dreze 
1990:58; Chadha and Bhaumik 1992:1010: 
Gill 1989:A82]. On the other hand, some 
empirical findings sugge.st that the big 
lessors preferto rent land to landless tenants 
with large family size (dependency burden) 
and preferably in small parcels [Bharad waj 
and Das 1975]. It is argued that under the 
burden of survival the landless poor will 
cxen more effort to get an increased yield 
to meet the subsistence needs of the family. 
This is interpreted as a strategy of extracting 
labour rent from the sharecroppers in a 
hidden and subtle maruier. 

Our findings with regard to the incidence 
of pure and part tenancy are presented in 
Table 5. In the advanced village Charapara 
56 per cent of tenant households are pure 
tenants and they operate about 60 per cent 
of tenanted area. Thus incidence of pure 
tenancy is higher than part tenancy. But 
in the backward village Sandhagaon pure 
tenants constituting 60 per cent of total 
tenants account for 31 per cent of tenanted 
area. In the case of Harinababi this question 
does not arise as there arc no landless 


households in Harinababi. In Sandhagaon 
the resident higher caste lessors prefer to 
lease out their land to their relatives rather 
than leasing out to landless scheduled 
castes. In this village there is some sort 
of caste conflict between the higher caste 
landowners and the scheduled castes, 
whereas in the irrigated village Charapara 
there is good understanding between the 
two classes. It is not the caste consideration 
but managerial ability and honesty in 
paying rent that are the criteria to screen 
the tenants. Managerial ability is gauged 
by a number of factors: experience in 
cultivation, number of able-bodied adult 
male members in the family and past yield 
performance of the tenanu. 

However, in Charapara, leasing out of 
land to landless labourers is a compar¬ 
atively recent phenomenon. The supply of 
tenanted land has increased due to 


emigration of landowners to urban areas 
(or employment. Moreover, the owner 
cultivators of (he village are di.senchanted 
with cultivation and are not willing to 
lease in land. Sharecropping on hired 
labour basis is not at all an attractive 
proposition for the landowning class due 
to problems of labour availability and 
labour supervision. On the other hand, the 
standard of living of the landle.ss agricul¬ 
tural labourers has improved because of 
implementation of various government 
poverty alleviation programmes. The 
financial position of the landle.ss labourer 
families has improved and they arc able 
to incur cultivation expenses and possess 
their own bullocks. They are interested in 
leasing in land and cultivating with their 
own family labour. A detailed distribution 
of cultivating households according to 
tenancy status is given in Table 6. 


Table 7: Causes for Leasino in Frequency of Reskinses 


Reasons 



Charapara Harinabahi 

Sandhagaon 

Total 

No alternative job opportunity 

9 


3 

9 

21 




(100.0) 


(60.0) 

(81.8) 

<84.0) 

Bullock adjustment 


- 


- 

2 

2 







(18.2) 

(8 0) 

To consolidate holding 


- 


1 

- 

1 






(20.0) 


(4.0) 

To increase operational holding 

- 


1 


1 






(20.0) 


(4.0) 

Total 



9 


5 

II 

25 

/Vore: Figures in p.vcntheses indicate percentages to total. 




Table 8: Farm Income from Tenanted Land of Part Tenants 


Category 

.SI No 

Farmer 

Net 

Rent 

Net 

Imputed Value 

Total 



Class 

Income 

Payment Receipt 

of Own Labour 

Farm IncoriK' 

1 

2 

3 

4 

5 

6 (4-5) 

7 

8 

Charapara 








OT 

1 

SF 

537 

694 

-(57 

358 

201 


2 

SF 

,398 

591 

-193 

48 

-145 


t 

SF 

1216 

827 

389 

134 

527 

TO 

1 

MDF 

536 

519 

17 

144 

161 

Harinababi 








OT 

1 

SF 

2811 

1.565 

1246 

1382 

2628 


2 

SF 

873 

669 

204 

431 

635 


3 

MDF 

4495 

2430 

2065 

- 

2065 

TO 

I 

SF 

1484 

1203 

281 


281 


2 

MDF 

1210 

779 

431 

462 

893 

Sandhagaon 








OT 

1 

SF 

11.54 

1204 

-50 

204 

1.54 


2 

SF 

328 

816 

-488 

1190 

702 


3 

MDF 

-141 

868 


1190 

182 

TO 

I 

SF 

-832 

326 

-1158 

‘ 

-1158 


Table 9: Distribution of Lessors of Tenants by Rf-sidentiai .Statu.s 


Village 

No of 
Tenants 

Total No 
of Lessors 

Average No 
of Lessors 

Per Tenant 

No of 
Rc.si(lenl 
Tenant 

No of 

Semi-Absentee 

Lessors 

PerOm 
of Total 

Charapara 

7 

24 

3.4 

8 

16 

66.7 

Harinababi 

5 

12 

2.4 

1 

11 

91.7 

Sandhagaon 

II 

18 

1.6 

15 

3 

16.7 

Total 

23 

.54 

2.3 

24 

30 

55.6 
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IV 

Reasons for Leasing 

Wc now attempt to analyse the char¬ 
acteristics of tenants and the causes for 
leasing in land. The decision to enter into 
a tenancy contract can mainly be triggered 
by two types ot motives. Firstly, the 
objective may be to earn subsistence as 
no alternative job opportunity is available. 
In this case, itisacompuLsive and involun¬ 
tary participation inthe transaction because 
the returns from tenanted land are hardly 
commensurate with the effort that the 
tenant puts in due to high rent. The poor 
peasant most unwillingly enters into the 
production relations of share tenancy as 
there is no option for him other than sitting 
idle and semi-starved at home. Secondly, 
leasing- in may be undertaken to increa.se 
the scale of operation due to indivisibility 
of factors o f production to earn commercial 
profit. Here the contract is voluntary and 
promotes allocative efficiency. This type 
of tenancy is called capitalist or commercial 
tenancy. In the first ca.se tenancy is a 
survival strategy whereas in the second 
case It is a welfare promoting device. 

In backward agriculture ‘subsistence 
leasing’ by pixir pea.sants on sharecropping 
basis is mostly observed as a survival 
strategy. By contrast, in agriculturally 
progressive areas 'commercial leasing’ by 
rich pea.sants on fixed rent basis is 
prominent. Several empirical studies reveal 
that in developed areas, large farmers are 
found to lease in whereas small farmers 
tend to lease out [Bharadwaj and Das 
1975. Nadkarni 1976:A41; Singh 
I989:A88; Vyas 1970; Srivastava 
1989:358]. The entrepreneurial large 
farmers rent in land primarily to cultivate 
large tracts of land in a compact block on 
commercial lines by using tractor and 
installing pumpseLs forirrigation. The small 
fanners lease out because there is security 
of wage earnings in advanced agriculture 
due to high demand for labour. They prefer 
wage income which is certain in advanced 
areas to uncenaincropincome from leased- 
in land. This sort of leasing-in by large 
farmers is termed reverse tenancy [Singh 
1989] or capitalist tenancy [Panhasarathy 
1991]. But large farmers arc found to rent 
land on iixcd crop or fixed cash basis 
rather than on crop share [Vyas 1970;A- 
78, Bhalla 1983:837]. 

Our study villages are located in the 
agriculturally backward region of eastern 
India where mechanisation is as yet in its 
infancy. There are mainly small lessees 
and also small lessors found in our study 
villages. This finding supports Ray’s 
(1978) evidence from West Bengal. 


Table 3 shows that mostly the landless, 
marginal farmers and small farmers are 
leasing in land. The averageowned holding 
of an owner tenant is 2.32 acres in 
Charapara, 4.4 acres in Harinababi and 
2.83 acres in Sandhagaon. The average 
owned holding of a tenant owner is much 
smaller, only 1.96 acresin Charapara, 0.96 
acres in Harinababi and 0.48 acres in 
Sandhagaon. 

On inquiring about the causes for leasing 
in. in Charapara all the tenants reported 
that lack of alternative job opportunity 
compels them to lease in land (Table 7). 
In Harinababi 60 per cent of the tenants 
and in Sandhagaon 80 per cent reported 
'no alternative job opportunity’ as the 
reason. In Harinababi 20 per cent each 
reported the reason for leasing in as ‘to 
consolidate holding’ and ‘to increase 
operational holding’ and in Sandhagaon 
20 per cent of the households reported 
‘bullock adjustment’ as the reason for 
Icasing-in. 

The landless casual labourers do not get 
work throughout the year and it is found 
that households with large family size arc 
interested to lease-in land as they can 
cultivate the land with family labour. If 
they produce some crop by leasing in land, 
they have an insurance against hunger for 
the rest of the year. Also, small farmers 
belonging to higher castes lease in land. 
Because of their caste status they hesitate 
to hire out labour and work in another 
man’s field. That is why they lease in land 
as no other employment opportunities are 
available. 

Thus, it emerges clearly that most of the 
tenants (84 per cent) are renting land 
because there are no alternative employ¬ 
ment opportunities for them. It is a 
compulsive involvement in the tninsaction 
and supports the Marxist view. We need 
to explore whether the compulsion is 
economic, i e.due toceitain macro features 
of the economy, or non-economic char¬ 
acterised by extra-economic coercion. Our 
study reveals that the .share tenants are 
under no bondage or compulsion to lease 
in land from a particular lessor. They are 
quite free to take their own decisions on 
how much land area to lease in and from 
whom. The lessees are completely free to 
rent land from more than one lessor. No 
tenant reported doing unpaid labour 
services for the lessor and when they work 
for the lessor they are usually properly 
ptud. But it is observed that tenants do 
sometimes borrow from the lessors and 
that they repay in labour. They are usually 
paid at a lower wage rate than the prevai ling 
market rate, which is, of course, equivalent 
to charging an implicit interest rate. Thus, 


our survey evidence negates the presence 
of any sort of extra-economic coercion, 
but suggests some interlinking of markets. 

Absence of coercion, of course, does 
not mean absence of exploitation. The 
mode of exploitation changes withchanges 
in productive forces and there may be 
hidden strategies to extract surplus. The 
compulsions are more due to the mium) 
features of the economy at large rather 
than due to exercise of power of landlord 
class over the poor peasants within a village 
boundary. Due to the slow pace of 
industrialisation, the land-poor pea.sants 
find it difficult to get alternative jobs in 
the non-farm sector. Therefore, they are 
leasing in land even if it is hardly re¬ 
munerative. By leasing in land, they 
become subordinate to the landowning 
class and subject to all sorts of surplus 
extraction through high rents, low wages 
and interlinking transactions with labour, 
credit and output markets. In the villages 
under study sharecropping can clearly Ik 
seen as a method of surplus appropriation 
(discussed in subsequent sections) as the 
aim of the landowner is not to improve 
allocative efficiency but to appropriate 
surplus after paying the labour just enough 
for his reproduction. 

The next important question is why 
.sharecropping is the predominant form of 
tenancy contract rather than fixed cash or 
fixed kind rent. The most plausible 
explanation is that due to their precarious 
,exi.stence at the margin of subsistence, 
tenants arc not in a position to take the 
risk of a fixed payment contract. An 
important aspect of sharecropping is the 
reason why a sharecropper leases in land? 
Does it pay? To address this we have 
calculated net farm income from an acre 
of gross cropped area of tenanted land of 
part tenants. The net farm income has been 
arrived at by subtracting the rent payment 
from net income and adding to it the 
imputed value of own labour. The findings 
are presented in Table 8. It is clear from 
the table that in the case of part tenants, 
tenancy is nothing but a labour adjustment 
process as imputed value of own labour 
constitutes a significant proportion of farm 
income and in some cases the net receipt 
afterpayment of rent is negative and show 
positive profit only when we add imputed 
value of own labour to the net receipt. In 
the non-irrigated village the landless pure 
tenants reported that leasing-in is not at 
all paying whereas the pure tenants in 
Charapara reported that because of thd 
landowning class they are able to survive 
by renting land. 

Thus, tenants are leasing in land most 
unwillingly as no other job opportunities 
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are available. From this fact, it can be 
discerned that if alternative job oppor¬ 
tunities were available to the land-poor 
section of the peasantry in the non-farm 
sector through industrialisation, share- 
cropping would tend to disappear. The 
crux of the problem here is not that class 
relation (as emphasised by the Marxists) 
compels the rural poor to interlink 
transactions, as that the operation of certain 
macro features like population pressure 
on limited land, tardy industriali.sation. 
lack of employment opportunity cause the 
persistence of sharecropping. We suggest 
that the autcmomous role of production 
relations, or agrarian structure, should not 
be overstressed. 

In our study villages most of the lessors 
are small lessors, i e, MFs and SFs as 
shown in Table 3. In the irrigated villages 
all the lessors are MFs and SFs whereas 
in Sandhagaon there are two MDF lessors. 
The average holding of pure lessors is 2.03 
acres in Charapara. I.4acresinHarinababi 
and 2.98 acres in Sandhagaon. Table 10 
shows that in Charapara there arc three 
owner cultivators belonging to the MDF 
tmd LF categories who have also leased 
out a part of their land because it is distant 
or problematic. In Sandhagaon a scheduled 
caste landowner has also leased out all of 
his land because he has salary income. 

In the irrigated villages most of the lessors 
are semi-absentee landlords (Table 9). It 
is observed that most of the lessors have 
migrated to urban areas mostly to Calcutta 
and are employed there invariably in 
unskilled and semi-skilled jobs. But their 
family members stay in the village. They 
come to the village every two or three 
months to see their family members. But 
in Sandhagaon there are also resident 
lessors. As they have other .sources of 
income, they prefer leasing out to self- 
cultivatioiL 

Rea.sons for leasing out are listed in 
Table 10. In Charapara out of nine pure 
lessor households four PLs reported that 
as there are no able adult male members 
in the family to supervise cultivation due 
to the migration of the head of the 
household to urban area for employment, 
they are leasing out land. The OCs who 
have leased out part of their land repotted 
that as the land is situated at adistant place 
they prefer to lease out. One LF in 
Charapara reported that as the land is 
pcoblematk: due to too much weed growth, 
he leased it out. The hidden intention is 
to take it up for self-cultivation after a few 
yews when weed growth will be lessened. 
Moreover, it is found that the owner 
ctthivators (vefer to lease out only non- 
irrtgaled and problematic land. In 


Harinababi out of three pure lessors two 
reported lack of suffreient manpower due 
to migration of family members as the 
cause of leasing out. In Sandhagaon, three 
out of six PLs responded that they did not 
have bullock power to cultivate land and 
that is why they had to lease out. Thus, 
non-possession of bullocks also compels 
the lessors to lea-se out. 

When we asked the tenants the reasons 
for their lessors’ leasing out land, most of 
them also reported that their lessors did 


not have able-bodiedadults residing in the 
village to supervise cultivation due to 
emigration of family members. 

It is to be noted that though there are 
pure lessors the pure rentier class is quite 
absent. We find that in Charapara only 13 
per cent of the income of PLs is rent 
income and it is 8 per cent in Harinababi 
and 11 per cent in Sandhagaon. Again in 
Charapara a major proportion of PLs’ 
income is from remittances (46 per cent). 
In Harinababi also remittances constitute 


Table 10: Reasons fob Leasing Out: Fbequenctes of Responses 


Reasons for Leasing Out 

Chamoaia 

Hannababi 

Sandhagaon 

All Villages 


OC FL 

FerCent 

FL Per Cent 

FL Percent 

Lessors Per Cent 



of Total 

of Total 

of Total 

of Total 

No able adult to supervise* 

4 

44.4 

2 66.7 

1 16.7 

7 33.3 

No bullock power 

3 

33.3 

- 

3 .30.0 

6 28.6 

Difficult to get farm servant 

- 

- 

- 

1 16.7 

1 4.8 

Difficult to supervise 

1 

II.1 

- 

1 16.7 

2 95 

Small landholding 

1 

II.1 

1 33.3 

- 

2 9.5 

To reduL-e weeding 

1 

- 

- 

- 

1 4.8 

Distant Land 

2 


- 

- 

2 9.5 

Total 

.3 9 

100.0 

3 100.0 

6 100.0 

21 100.0 

Note: * Head of household is non-resident being in employment in distant urban 

area. 


Table 11: Tenant's As-sociatton wmi Lessor 


Village^ 

SI No 

Years with 

Years 

Experience 

Category 


Fre.sent Lessor 

as Tenant in Cultivation 

Charapara 






OT 

1 


6 

■ 10 

10 


2 


1 

12 

20 


3 


2 

8 

10 

TO 

4 


3 

25 

25 

FT 

.3 


2 

2 

2 


fi 


2 

4 

4 


7 


4 

4 

4 

Harinababi 






OT 

1 


1 

5 

12 


2 


2 

10 

16 


.3 


5 

5 

34 

TO 

4 


2 

5 

30 


5 


.S 

8 

20 

Sandhagaon 






OT 

1 


3 

3 

50 


2 


10 

10 

10 


3 


10 

30 

30 

TO 

4 


1.S 

15 

25 

FT 

5 


2 

6 

6 


6 


2 

7 

7 


7 


10 

10 

10 


8 


1 

5 

5 


9 


2 

2 

2 


10 


4 

4 

4 


Table 12: Reasons fob Eviction Reported bv Tenants: Frequencies or RESPnN.SE5 


Reasons for Eviction 

Charapara 

Harinababi 

Sandhagaon 

Total 

Resumption of land for self-cultivation 

I 

1 

1 

3 

Dissatisfied with tenant’s yield 

7 

3 

4 

14 

In fear of tenancy legislation 


- 

2 

2 

To lease out to another favourable tenant 


1 

3 

4 

Ask for cosh advance for itiongaging land 


- 

1 

1 

Distribution of joint family land 


- 

1 


Conflict over sharing fixed inveatment on 


• 


1 

Conflict sviih tenant family 


- 

1 

1 

Ask the tenant for unpaid labour service 


■ 


1 

Total 

to 

5 

13 

28 
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reported that the landowner sometimes 
asks tor unpaid labour services and if the 
tenant does not agree to this, he is evicted. 
Even a casual labourer cited this reason 
for his eviction a few years back. 

In the non-irrigated village Sandhagaon 
two tenants reported 'fear of tenancy 
legislation' as the cause of eviction and 
some reported 'to lease out to another 
favourable tenant’. One tenant repotted 
that he had leased in 3 acres of land and 
had been cultivating it for the last 20 years 
but that the lessor asked for a loan of 
Rs I0.000bykeepingthelandasmottgage. 
As he (the tenant) could not advance that 
loan, he was evicted. In this type of 
mortgaging the arrangement is that when 
the landowner repays the loan the land will 
be returned to him. Until that period the 
lender cultivates that land and retains the 
crop produce as interest. In the irrigated 
villages the frequency of evictionof tenants 
is on the increa.se whereas it has remained 
the same in the non-irrigated village as 
reported by the tenants. But eviction of 
tenant for the purpose of re.sumption of 
land for self-cultivation is rare. 

VI 

Conclusion 

We attempt to summarise our findings 
to examine them against the viewpoints 
set out at the beginning. Our findings give 
some support lo certain of the Marxist 
propositions on share tenancy. 

Firstly, share tenancy is found to be a 
compulsive involvement in market trans¬ 
action from the point of view of both the 
lessee and the lessors. In regard to the 
causes of share tenancy the main reason 
for leasing-in as reported by the share 
tenants is ‘lack of alternative employment 
opportunity'. The prime rea.son for leasing 
out as expressed by the lessors is ‘no able 
adult male in the family to supervise’ due 
to migration of family head to urban 
areas for employment. Thus, tenancy 
considered from the viewpoint of both 
lessees and lessors is a compulsive con¬ 
tractual choice arising from certain .social 
contingencies. 

Secondly, share tenancy is seen to be 
a method of surplus appropriation rather 
than a mechanism to increase allocative 
efficiency. DIegal unrecorded tenancy, high 
rent, absence of input cost sharing, 
shortening of lea.ses. eviction of tenants 
due to dissatisfaction with tenant’s yield 
and high rent are distinguishing features 
of share tenancy as observed in the study 
villages. If minimisation of transaction or 
supervision cost is the primary motive to 
lease out, then the resident cultivators are 
expected to lease out instead of cultivating 


their land themselves. But no such leasing 
out by resident large fanners is observed 
in the study villages. 

Our analysis shows that the Marxist 
approach, though more appropriate in 
explaining share tenancy than the neo¬ 
classical approach, is not sufficient and 
needs to be supplemented by an 
overarching macro framework so that the 
persistence of tenancy can be adequately 
explained. Factevs like population growth, 
adverse land-man ratio, tardy industrial¬ 
isation. unemployment and regional 
disparity account for existence of tenancy. 

Moreover, the historical development 
of the areas is to be considered. It is 
important to know how the landless class 
was created and why there is nb in¬ 
dustrialisation ortranstierof surplus labour 
to the non-farm sector and also why 
agricultureremainsdvercrowdedand land- 
man ratio is adverse and getting worse. 
Thus a particular production relation does 
not begin on a clean slate, the historical 
antecedents and the role of the state play 
a dominant role in structuring a production 
relation. 

But. we stress that we do not find in our 
village a pure rentier class, or a class of 
large landlords renting out land to a subject 
peasantry. This particular Marxist view is 
clearly not supported. Nor can the Marxist 
approach, as exemplified by, say Pearce 
(1983) be supported. The role of certain 
situational contingencies, of certain macro 
features and the role of migration need 
analytical attention of a kind that Marxist 
treatment has tended not to give. 

Notes 

[This paper is based on the author's PhD thesis. 
Deponment of Economics, School of Oriental and 
African Studies, University of London, 1993. The 
author is grateful to her superviser T J Byres for 
his comments at various stages.] 

1 For neoclassical viewpoint on share tenancy 
see in particular Cheung (1969), Bardhan 
(1980). Braverman and Srinivasan (1981), 
Braverman and Stiglitz (1982), Mazumdar 
(1975). Reid (1974, 1976), Basu (198.3). A 
concise summary of neoclassical theoncs on 
tenancy is given by Quibriaotid Rashid (1984). 

Also exponents of agricultural ladder 
hypothesis like Robertson (1987) with data 
from sub-saharan Africa and Winters (1978) 
citing evidence from I9tb cennuy Iowa argue 
that migrant labourers and newly married 
couples lease in land to earn their livelihood 
as a means of getting on to the bottom rung 
of the farming ladder. In this context share 
tenancy is viewed os a co-operative endeavour 
on the port of the tenant and the landowner 
in co-joining their factors of production which 
leads to an efficient outcome. 

2 Pot Marxist interpretation of tenancy and 
interlinkage see Bharadwaj (1974. 1985), 


Bhaduti (1973,1977. 1983a. 1983b). Pane 
(1983) and Prasad (1973 1974). The 
agricultural ladifer hypothesis put forward by 
Robertson (1987), Lehman (1985), Winters 
(1978)is tosomeextentakin totheChoyanovim 
view of agrarian relations which has been 
criticised by the adherent of Marxist line of 
thinking [Patiwik 1979]. 

3 Categorisation of Farmers: 

Owner cultivator (OC) cultivates his owned 
land only. 

Part tenant (PRT) cultivates his owned land as 
well os leosed-in land. An owner teiuint (OT) 
is a part tenant half or more than half of whose 
operational holding is owned land. Thus on 
owner tenant is more of an owner than that of 
a tenant. The reverse is the tenant owner (TO) 
who is more of a tenant than that of on owner 
and more than half of his operational holding 
is leased-in land. 

Pure lessor (PL) leases out all of his owned land 
and his operational holding is nil. 

Pure tenant (PT) is the landless terumt who does 
not have cultivable land of his own. 
Landless casual labourer (UX) does not have 
any owned land and he hires out labour to earn 
his livelihood. 

Attached lobourert AL) is attached to a particular 
employer and works for him. Usually he is 
provided with homestead land or land for 
cultivation by the employer But he has the 
freedom to work for other employers whoi his 
employer docs not have enough work for him. 
He is semi-attached to that extent. And he 
is paid wages for the days he works for the 
employer 

Farm servant (FS) is a fully attached labourer 
who is paid annually or monthly And he does 
nothave the freedom to work forothcr employers 
.during the penod of the contract. He is given 
food and clothings by the employer 
Others include the government job holder, 
pensioner and single widow family 


Land Hcdding (Hectaie) 

Unirrigated 

Irrigated 

Marginal farmer (MF) 

1 

0.5 

Small farmer (SM) 

1-2 

0.5-1 

Medium farmer (MDF) 

2-4 

1-2 

Large former (LF) 

S4 

>2 


4 InBhaila's'pipelinetheory’intherirstiitstance 
non-cultivating village residents, or absentee 
landlords, whose main income is derived from 
a non-form occupation lease out land. But as 
time pas.ses these lc.ssors lose interest in land, 
lose contact with the village and ultimately sell 
their land. 

5 See Newbery (1975b;ll7-18)foracrittqueof 
Rao’s arguments. 

[The list of refcnnccs will appear with the 
second part of the paper next week.] 
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Tribals, Missionaries and Sadhus 

Understanding Violence in the Dangs 

Satyakam Joshi 

The tribals of the Dangs, Gujarat, had suffered exploitation by local elites and outsiders for over a century. 
Vhen educated Dangi youth began to fight back, their first target was the corrupt Congress organisation, 
"he issues were rights over natural resources, land titles, poverty and unemployment. Conversions to 
Christianity had led to minor skirmishes but no worse. Hindutva organisations stepped in at this point, 
elegated the real issues to the background, sowed paranoia and reaped votes. 


DN Christmas day 1998 a big rally was 
held at Ahwa, the district headquariers of 
:he Dangs district of Gujarat, to protest 
ibout an alleged wave of conversions of 
local adi vasis (tribals) to Christianity. Tliat 
evening and over the following days there 
was a series of attacks on Christian 
jhurches and schools in different parts of 
the district. Within a week, 36 churches 
and prayer-halls had been burnt. Though 
the chief minister of Gujarat, Keshubhai 
Patel of the Bharatiya Janata Party (BJP), 
sought to dismiss the.se attacks as insigni¬ 
ficant, they attracted nationwide and inter¬ 
national attention. The prime minister, 
Atal Behari Vajpayee, and the leader of 
the opposition, Sonia Gandhi, both visited 
the Dangs, as well as reporters from foreign 
newspapers (India Today. January 25, 
1999; Guardian, January 20, 1999). 

These attacks were paralleled by similar 
violence against Christians in other parts 
of India in late 1998. As in other cases, 
the chief instigators appeared to be from 
the ixxlies associated with the Hindu Right, 
namely, the Rashtriya Svayam Sevak 
Sangh (RSS), Vishwa Hindu Parishad 
(VHP), the irregular wing of the latter, the 
Bajrang Dal (BD), and the Hindu Jagran 
Manch (HJM). Together with the BJP 
these are often described as the Sangh 
parivar. The VHP leader, Ashok Singhal, 
went so far as to justify the aggression on 
the grounds that Hinduism was in danger 
from ‘Christian conspiracies’ (India To¬ 
day, January 11, 1999). Whatever the in¬ 
stigation, however, the actual attacks were 
carried out in the Dangs by one group of 
local adivasison another. litis paper seeks 
to show howthis situation came to arise. 

We shall start by examining the socio¬ 
economic issues which have given ri.se to 
tensions in the Dangs in the past few years, 
and then go on to examine the issues qf 
community solidarity, the Christian con¬ 
versions which are supposed to have frac¬ 
tured this solidarity, the Hindu backlash, 
and the emei^enceofanew adi vast leader¬ 
ship in the Dangs allied with the BJP. In 


March 1999,1 travelled to the district to 
conduct interviews with people of the 
Dangs as well as outside religious figures, 
and I shall close the article with these 
interviews and my comments on them. 

I 

Background 

Situated in south-west Gujarat on the 
border with Maharashtra, the 1,764 sq km 
district of Dangs is almost completely 
covered by forest, being one of two districts 
in the country having over 90 per cent 
forest cover. Ninety-four per cent of the 
inhabitants, living in 309 villages, are 
classed as scheduled tribes. Of this 40 per 
cent arc kunbis or kuknas, 33 per cent arc 
bhils, and 14 per cent are varlis. Kuknas 
appear to have migrated to the area around 
the 14th century from the coastal region 
of Konkan (Maharashtra). During the pre- 
colonial period, the Dangs was ruled by 
several bhil chiefs, who had tics with 
neighbouring rulers of Gujarat and 
Mahara.shlra. Formerly, no powers from 
the plains had achieved military .success 
in the Dangs, because of its dense forest 
and malarial climate. However, the British 
subjugated the bhil chiefs in 1830, sub- 
•sequently allowing them to continue as 
independent rulers under the paramountcy 
of the colonial state. During the 1840$ 
they forced the chiefs to give them the 
right of timber extraction in the tract, in 
return for which the chiefs were given an 
annual stipend. The British .sought to 
exploit the teak wood which was con¬ 
sidered exceptionally good for building 
warships, railway sleepers and for other 
purposes [Hardiman 1994]. 

The British exploited the fore.sts exten¬ 
sively for timber. About a half of the area 
was classified as reserved forest, and the 
local people were not allowed to cultivate, 
collect wood, or graze their cattle within 
these reserves. Over half of the villages 
were within the reserved areas; the tribal 
inhabitants were forcibly evacuated and 


resettled in the remaining villages. Due to 
this the Dangis were forced to change their 
traditional methods of shifting agriculture 
and cultivate on the same plot year atlcr 
year. In time, this caused serious environ¬ 
mental degradation. This also gave rise to 
conflict between the bhils and the kuknas. 
as the latter proved to be more adaptable 
to the new situation, and were able to 
consolidate their power over and against 
their erstwhile rulers. This led to resent¬ 
ment by the bhils and tensions. This is an 
important point, as it shows that the adi vasis 
of the Dangs were nut homogeneous 
ISkaria 1999:115-20]. 

When India won independence in 1947, 
the bhil chiefs ceased to be rulers and the 
Dangs came under the governance of 
Bombay state. The post-independence 
forest department continued with the same 
policies. There was however one impor¬ 
tant change. for political activists and non¬ 
governmental social workers were now 
allowed entry into the Dangs. Previously, 
the British had banned all such people 
from the area, due to their association with 
the nationalist movement (Christian mis¬ 
sionaries were the one exception to this 
rule). A Gandhian ashram was csitablished 
at the district headquarters town of Ahwa 
by the brothers Chhotubhai and Ghelubhai 
Nayak in 1948. In the first two months 
after the establishment of the ashram at 
Ahwa, Chhotubhai received 1,700 com¬ 
plaints from Dangis against atrocities 
committed on them by the forest depart¬ 
ment. To counter this, the Gandhians 
persuaded the Bombay government to 
allow forest cutting to be organised and 
controlled by labour co-operatives which 
were under their control, llie government 
agreed, and labour conditions soon im¬ 
proved considerably [Joshi 1992:413-19]. 

The forest labour co-operatives provided 
a strong power-base for the Gandhian 
workers, allowing them to consolidate their 
power in the tract. Chhotubhai Nayak 
became the first popularly-elected presi¬ 
dent of the Dangs district panchayat in 
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1958. In 1968, after a decade of power, 
some rivals within the south Gujarat 
Congrc.s.s Party decided to challenge him 
by encouraging some young kuknas to 
establish rival co-operatives. using these 
as a powcr-ba.se to challenge lor control 
over the di.strict panchayai. This was 
achieved in 1970, when Ramu Thakarc. 
a kukna ot Sarva village, was elected as 
president, lltakare was to continue in power 
up to 1995. He and his followers extended 
their control over the co-operatives for¬ 
merly dominated by the Gandhians, and 
founded new ones of their own. Using 
their new powers, they began to enneh 
themselves at the expense of the majority 
of the population. They bought land, built 
lavish houses and acquired personal jeeps. 
Increasingly, forest labour could be ob¬ 
tained only through bribes. As many said 
to me when I was carrying out research 
in the Dangs in the late I98()s: ‘Our sons 
are cheating us’ fJoshi 1992:435-59], 

It was in their interest to extend the area 
classified as government forest as much 
as possible so as to increase their power 
and income. In this, they worked with the 
forest department. When previously cul¬ 
tivated land was left fallow in a particular 
year, the forest officials quickly reclassi¬ 
fied it as forest department land and planted 
it with saplings, lliey could get away with 
this as much of the cultivation continued 
to be shifting, and land title rights were 
not yet clearly established. The officials 
claimed that the land had been surren¬ 
dered voluntarily, which was hardly cred¬ 
ible in view of the steep rise in population, 
which had created a severe land hunger 
throughout the tract. (Population grew 
rapidly over the years - in 1951 it was 
42,282; in 1961,71,567; in 1971,94,185; 
in 1981, l,13,664;in 1991, l.44.009.)The 
degree of encroachment is brought out by 
a comparison of the areas considered 
cultivated as against forest over the course 
of the pa.st century. In the late 19th centuiy 
the British had accepted that about two- 
thirds of the Dangs should be available 
for cultivation, though by 1911 the forest 
department had encroached on this to the 
extent that o ver hal f of the tract was clas.sed 
as reserved for forest [Skaria 1998:619], 
A survey of the 1960s recorded that 45 
per cent of the area was cultivated. In 
1981, however, this figure had fallen to 
36 per cent [Hardiman 1996:121-22], In 
1987 only 53,994 hectares was recorded 
as cultivated land, or 31 per cent of the 
whole. As there were 62,964 agricultural 
workers (cultivators plus agricultural 
labourers) in the district, this represented 
a land-person ratio of0.857 or less than one 
hecureperagriculturalworker[Patei 1994]. 


In 1986. alarm about the rapid destruc¬ 
tion of forests throughoutindia compelled 
government to impose a total ban on the 
cutting of trees in reserved forests. At a 
stroke, the forest labour co-operatives in 
the Dangs lost their chief function. With 
inadequate land available for cultivation, 
a large number looked for work outside 
their home district, migrating to the plains 
of south Gujarat to find work as seasonal 
agricultural labourers. By 1990 about a 
third of the entire population was so 
employed, returning to the Dangs only 
during the monsoon period when work 
was not available. In the plains, they were 
badly exploited, being unable to either 
earn sufficient to send remittances back 
to their relatives in the villages, or to save 
much to bring back with them at the end 
of the labour season. The older people 
who remained were left often in a state 
of desititution. 

The discontent which was generated by 
the.se processes led to a growing assertion 
by Dangis against the forest officials and 
corrupt politicians. They demanded that 
the land taken from them by the forest 
department be returned and that a new 
survey be conducted to regularise their 
holdings. A ‘Gram Vikas Mandali' (GVM) 
was founded to voice these demands. One 
of its active members, Sonubhai Gavit. 
told me; 

We organised a number of rallies and 
dhamas to protest against the injustice 
committed on us by the power holders. We 
also mobilised educated youths to counter 
the corrupt and established political 
leaderships in order to stop exploitation. 
When forest labour co-operative societies’ 
annual meetings were going on we used 
to attend and ask for details of expenditure 
and other account-related matters. Most 
of the time presidents and secretaries were 
not in a position to give a satisfactory 
explanation or to convince members. This 
IS how we exposed them and made people 
aware of what was going on. Youths of 
our organisation voiced the complaints of 
the poor to government officials and put 
pressure on them to solve these problems. 
C V M activities have had a profound impact 
on the Dangis. The solid ground prepared 
by GVM has been very helpful for other 
social movements in the Dangs. GVM has 
been working on broad democratic prin¬ 
ciples. Thffimain emphasis is on securing 
socio-economic justice through peaceful 
and democratic means. Many ^ucated 
youths were conscientised through GVM 
activities and through participating in 
democratic struggles in Dangs. 

From 1989onwards,themovementtook 
a more assertive ttim when some forest 
guards who tried to confi.scate some wood 


were chased from Gira-Dabdar village by 
a group of women who were active in the 
GVM. They argued that they were the 
rightful owners of the forests and its tim¬ 
ber. Four months latera much larger party 
was sent, reinforced with police, and some 
villagers were arrested. The movement 
however gathered pace, with Dangis 
entering reserved forest and cultivating 
the land. In 1991, the forest department 
decided to restore ‘order’. Arm^ police 
raided certain ‘troublesome’ villages, and 
in one case a bhil woman was killed by 
firing. The leaders were arrested, activists 
beaten up, women molested, and property 
destroyed. By early 1992 the movement 
had effectively been smashed with the 
people’sgrievances unresolved [Hardiman 
1996:125-27; Varghese 1993]. 

II 

Community Solidarity in the Dangs 

When I carried out fieldwork for my 
PhD in the Dangs in 1988-891 found that 
the village society was extremely close- 
knit, with a strong emphasis on mutual 
solidarity and with an intolerance of in¬ 
dividual dissidence. In many other parts 
of India such community solidarity had 
already broken down or was loosened, but 
I did not find this to be the case in the 
Dangs, possibly because of its relative 
isolation. This was seen in their village 
councils (panch) and in the way they 
observed festivals and worshipped their 
deities. Despite the tensions which existed 
between bhils and kuknas, all in a village 
participated in community affairs and 
ceremonies, in this way giving expression 
to a feeling of solidarity of the villagers 
as a corporate group against the outside 
world. 

I found the panch to be one of the most 
important institutions for Dangis. In all 
matters of public interest, its decision was 
final and binding on everybody. Accord¬ 
ing to a Dangi proverb ‘The panch is god’. 
Generally, the ‘patel’ (headman), the 
‘karbhari’ (who looked after village ad¬ 
ministration), one or two ‘assamis’ (rich 
persons) and one or two old per^ns, wise 
by age and experience, sat as the members 
of the panch. These persons were called 
upon to intervene mid advise in settling 
interpersonal, intergioup and intervfllage 
quarrels. Dangis had great faidi in the 
panch, believing that its arbitration would 
set everything right. All persons were 
considered equal before the panch. I once 
had a chance at that time to attend a panch 
meeting at Chiktiya village. The matter 
concerned a married couple who had 
quarrelled to the point of separation. The 
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wife complained to the panch and asked 
for justice. In a three hour-long hearing, 
the views of both husband and wife were 
put forward in an open and democratic 
way. Members of the panch did not appear 
to have any bias towards one or the other. 
The judgment went in favourof the woman, 
and the husband obeyed it. It was clear 
that the panch was a powerful instrument 
for social control. 

Strong community solidarities are ap¬ 
parent also in the way the people worship 
and celebrate festivals. The people, 
whether kokna, bhil or varli, share a 
common cosmology which incorporates 
local deities as well as Hindu gods and 
goddesses. The chief local deities are 
Dungar Dev (mountain god), Mavlima 
(goddess mother), Kansari Devi (grain 
goddess), Simliya Dev (god of the village 
boundary and hill), and Gam Dev (pro¬ 
tector of the village). 

Dungar Dev, the god of the mountain, 
is believed to reside on the top of eight 
hills in the Dangs. The god is said to grant 
relief against ail troubles and mi.series. A 
vow is made when some member of the 
family is sick or the agricultural yield is 
poor or there i.s dearth or famine. Coconuts, 
chicken and goats arc offered to the god. 
Normally, the entire village contributes 
either in cash or kind. In other words 
villagers extend their help to the family 
which has made a vow. On a particular 
day 30 to .“iO men of the village go to 
Dungar Dev and worship for eight days, 
llie collection of cash or kind is used by 
this group for food and other rituals. In 
this way the villagers help families which 
are in trouble. 

Mavlima means mother goddess. Her 
favours arc solicited on all occasions in 
life and utmost care is taken that she is 
not displeased. Any unforeseen calamity 
or accident like untimely death, epidemic 
or failure of crops is first attributed to the 
wrath of this goddess. Vows are made 
when a disease is incurable or the women 
have difficulty during delivery. Once in 
a year, the whole village collectively 
worships and offers sacrifices to the 
goddess. 

Kanasari is worshipped at the time of 
all major agricultural operations, such as 
ploughing, sowing or harvesting, or when 
constructing a new house. In a simple 
ceremony, a handful of grain is placed 
before the image of the goddess as an 
offering and a chicken and coconuts ate 
also offered. Each village has a Gam Dev 
and a Simaliya Dev. Gam Dev is believed 
to look after the people of village and 
protect them against natural calamities. 
This god, represented as a human form 


carved out of a wooden block or stone, 
is enshrined under a tree outside the vil¬ 
lage. At least twice a yesur the god is 
worshipped with great r^oicing and danc¬ 
ing at the shrine. Chickens and coconuts 
are offered, and rice is collected from each 
house in the village, cooked at the shrine 
and then eaten with the chicken in a 
community feastt. The feast represents an 
expression of community solidarity. 
Simaliya Dev is similarly worshipped by 
the entire village. 

ForDangis, the main festivals are Holi, 
Akhati, Tera, Pola, Panchavi, Pitara and 
Diwali. Most of these relate to the agri¬ 
cultural cycle. Holi is the most important. 
It is very different from the festival of the 
same name celebrated in non-adivasi 
regions. Known al.so as Simga. i e. the 
song of the forest, it is celebrated for five 
days. On the first day the entire village 
people gather together and they worship 
the goddess Holika, and a bonfire is lit 
ceremoniously. The villagers greet, em¬ 
brace and wish each other well. The bonfire 
is kept burning for five days and the young 
men sleep at night near the fire. Dancing 
and singing arc the main activities of the 
villagers during the five days. Almost the 
entire village participate in this festival. 

Another important festival is that of 
Akhatij, which falls in summer. On this 
day Dangis down tools and do not under¬ 
take any economic activity. They nor¬ 
mally go to a river and catch fish com¬ 
munally. and have a feast. In the week 
before Akhatij, they sow seeds of all 
kinds of grain - nagli, vari, rice, etc - in 
a basket, and keep them watered. Within 
these seven days, the seed germinates. 
Their growth is observed with intcrc.st'. 
The quality of the growth is believed to 
indicate the richness of crops in the en¬ 
suing .season. The basket is worshipped 
on Akhatij and ceremoniously thrown into 
a river. Dangis al.so worship the god of 
cyclone on this day. 

The festival of Tera is celebrated during 
the mon.soon, marking the first eating of 
the monsoon crops. All the villagers go 
out and search fortcra leaves. These leaves 
are washed, boiled and some salt is added. 
Before this day, they are not allowed to 
eat any fresh green seasonal vegetation. 
Pola also comes in the monsoon. It is on 
this day that the new field crops arc 
consumed for the first time in the season. 
Members of a family go to their fields, cut 
a few stalks of makai (maize) or nagli and 
cook them at home. The new prtxluce is 
served to the cattle of the household also. 
Even if the new crop is ready to be cut 
in their field before that of others, no 
Dangi household would think of doing .so 


before this ceremony. Again this provides 
an expression of community .solidarity. 

The celebration of all these festivals and 
the community mass worship of deities 
has great social significance in the life of 
Dangis. These celebrations provide op¬ 
portunities for mixing with each other in 
a joyful spirit in a way which enhances 
their life as a group. They create a sense 
ot common purpose in a life of ditTiculty 
and hardship. (Information on Dangi re¬ 
ligion and festivals has been drawn from 
Gujarat State Gazetteers: Dangs District, 
Gujarat Government Publications, 
Ahmedabad 1971. pp 19S-200; and also 
from my personal discussions with a 
number of Dangi 'bhagats' (priests).) 

The presence of Hindu deities in Dangi 
cosmology i.s seen very clearly in their 
'kathas’ or oral recitations, which are 
normally given by the bhagats (spirit 
mediums and traditional healers). I take 
my evidence in this respect from pub¬ 
lished transcriptions of kathas which have 
been collected by Dahyabhai Vadhu, a 
kukna bank official who has travelled 
extensively in the villages of the Dangs 
for this purpose. He and .some other edu¬ 
cated kukna youths have started a Kukna- 
ianguage bimonthly called Dhol. which 
publishes maltrial relating to kukna tra¬ 
dition. Dahyabhai has .so far collected 
Kanasari Katha, Dangi Ramayan, Thali 
Katha (King Mansingh and Queen Savli's 
tale), Dungar Dev Katha and Mavlinut 
Katha. One of the striking thing about 
these kathas is that many of the major 
characters arc Hindu gods and goddess. 
Before starting any katha. the bhagat 
worships Mahadev (the Hindu god Shiva) 
and Parvati (Shiva’s wife). 

There i.s a common belief that Rum and 
Sita pa.s.sed through the Dangs in their 
travels. According to the bhil raja of 
Gadhvi: “Before there were human be¬ 
ings. the Dangs was full of rakshashs 
(devils). When Ram and Sita passed 
through the Dangs they ki lied al I rakshshas 
and gave birth to us. Ram had created us. 
Ram is our God.” Even today when Dangis 
meet they use the greeting ‘Ram-Ram’. It 
;. notable also that almost all villages have 
an image of Hanuman. the disciple of 
Rama, and dunng festivals and religious 
ceremonies the people worship and give 
offerings to this deity. 

According to the 1991 Census, 95 per 
cent of Dangis arc ‘Hindu’. This is despite 
the fact that their chief deities are not part 
of what is commonly regarded as the Hindu 
pantheon. The fact that their culture 
recognises some Hindu deities seemed to 
be the reason why they are so classed. In 
other respects there is little congruence 
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with the Hindu religion of the plains 
regions. They cannot really, for example, 
be said to practice the system of ‘vama’, 
or caste di.stinction based on consider¬ 
ations of purity and pollution. But again, 
the separation from the caste society of 
the plains is not absolute - kuknas believe 
themselves to be ritually ‘purer’ thanbhils, 
and will not as a nile interdine or inter¬ 
marry with them, or even allow them to 
enter their houses (though cases can be 
cited in which this general rule has been 
broken in recent years). 

Ill 

Christianity in the Dangs 

In the census of 1991, the Christian 
population was recorded as 7,500, or 5 per 
cent of the whole. The growth in the 
Christian population is a recent phenom¬ 
enon. Although Christian mis.sionaries had 
worked in the areas since 1904, they made 
very few converts, largely because the 
Dangi chiefs, kukna headmen, as well as 
Hindu forest officials had opposed their 
activities. The first missionaries were 
Americans of the Church of the Brethren 
Society. They focu.sed on educational 
activities, founding several schools 
[Hardiman 1994:133]. In 1961, only 654 
people, under 1 percent of the population, 
was recorded as Christian. The major 
increase has taken place only in the last 
20years, andparticularly in the past decade. 
Missionaries working in the Dangs esti¬ 
mate that there are now probably between 
15,000 and 20,0(X) Christians. There are 
about 22 Christians organisations of dif¬ 
ferent denominations now active there. 

According to Father Raphel, a Jesuit 
based in Pimpri, Roman Catholic Jesuit 
missionaries came to the Dangs in the 
early 1970s after being invited by some 
kukna political leaders to e.stabli.sh schools 
in the area. They now run four primary 
and one secondary school and some vil¬ 
lage dispensaries which provide primary 
health care. The secondary school is based 
at Ahwa. with about 1,000 pupils who 
are mainly the children of government 
employees. Only about 30 per cent of 
them are Christians. There are about 1 ,200 
pupils in the four primary .schools. They 
are providing primary health care to 
Dangis. Prosely tisation is not a priority for 
the Jesuits. 

Reverend Pawar of the Church of North 
India (a reliable source) estimates that 
about 95 per cent of the Chnstians in the 
Dangs today are Protestant. In contrast to 
the Catholic missionaries, very few of the 
Protestants undertake developmental acti¬ 
vities. They are mainly engaged iri winning 


converts to Christianity through empha¬ 
sising the miraculous power of prayer. 
They teach the people that their problems 
can no longer be solved by their own 
deities and that they should turn to Jesus 
Christ. Govind Kokni of Kasadbari vil¬ 
lage told me in an interview that he had 
converted because “...when my father was 
sick, Christian missionary came to my 
home and prayed to god for my father and 
he was cured, so I started believing in 
Christianity”. Some of the Protestant 
missionaries claim that the dumb, the deaf 
and the crippled can be cured through 
prayer. Public meetings have been held to 
exhibit those who, it is claimed, have been 
so cured. Some denominations rely mainly 
on miracles to attract converts. The pente- 
costals (known locally as the ‘Haluliya’ 
sect) has been particularly successful in 
this respect. In times of ill health, they 
even encourage their followers to trust to 
prayer rather than doctors. A case of this 
is provided for us by Tara Gamit, a so¬ 
ciologist who comes from the Dangs, and 
who is now based at Rajkot college. She 
states: 

In one of the village of the Dangs a woman 
became seriously ill with jaundice. She 
and her family members were followers 
of the 'Haluliya' sect. Some of the villag¬ 
ers tried to take her to the dispensary but 
her family members and sect followers did 
not allow this. They said that god would 
help her. They gathered around her bed 
and started praying to god. They did it for 
four days. At last she died. They 
rationalised the death and said that god 
wanted her and hence he took her. 

Govind Kokni of Kasadbari also told me: 

...during the ceremonies of worship for 
Gam Dev and Dungar Dev, the Dangis 
drink liquor, sacrifice animals and wor¬ 
shipped stones. Such rituals and customs 
are not good. We refuse to participate in 
such ceremonies. We believe that Jesus 
Christ is the ultimate and only god for us. 
By praying to Christ we will go to heaven. 
Christ protects us from evils and illness. 
Non-Chnstians gods are mere stones and 
we have no respect for any of that. 

This reveals that the converts have lost 
faith in the ability of the old deities to 
protect them at times of need. There is a 
desperate yearning for protection from a 
more effective cosmological force, and 
they have therefore turned to a deity which 
they feel is more efficacious in this day 
and age - Jesus Christ [Vitebsky 1998]. 

As a rule, Dangi Christians remain aloof 
from community festivals and religious 
ceremonies, and refuse to give any contri¬ 
bution for them. This is a cause of great 
indignation, as other Dangis see this as 


both a denial of their responsibilities and 
an attack on community solidarity. 

The non-Christians resent what they see 
as the attitude of arrogance and intoler¬ 
ance adopted by the converts. In the words 
of a former local RSS activist whom I 
interviewed: 

Those who are Christians believe that they 
are free from any sin and curse and that 
a place is reserved for them in heaven after 
death. Because of this bel ief they considere 
themselves socially higher then non-Chris¬ 
tians. There is a widespread belief amongst 
themselves that other religions, i e. Hindu, 
arc degenerate and bogus and their deities 
are mere stones and nothing. 

Madhu Gaikwad, a kukna from Dangs 
and lecturer in sociology at South Gujarat 
University, Surat, says that the Christians 
feel that they have liberated themselves 
from the old beliefs and ways, which they 
now consider to he morally inferior and 
‘backward’. It is claimed also that the 
Christians are undermining society by 
dividing up families. Jivan Rathod, a BJP 
member of the Dangs di.strict panchayat, 
and, ironically, himself aChristian, voiced 
such feelings to me in an interview: “There 
are families in the Dangs m which a son 
was converted in Christianity and the father 
was not. Similarly one brother was con¬ 
verted and the other was not. In such 
families there arc occasions on which 
tensions develop over the performing of 
social rituals.” 

^ The converts on the other hand believe 
that they are discriminated against for 
turning to Christianity. In 1988, when I 
was carrying out my fieldwork in Basania, 
a village bordering the Dangs, I was told 
by Dhiru Kokni, secretary of VyaraTaluka 
Kristi Kalyan Samiti ((Christian Welfare 
Committee), that: 

...after we became Christians, non-Chris¬ 
tians give us step-motherly treatment. In 
the traditional village panchayat our griev¬ 
ances have not been redressed because we 
are not following kukna rituals. They asked 
us to seek help from the Christian mis¬ 
sionaries. Kuknas say that you Christians 
have created a divide in the social and 
cultural life of the village. Furthermore, 
they say that we adi vasis (kukna) have our 
indigenous rituals, religious and customs 
which have been passed down from out 
ancestors, and whoever rejects them is not 
a real kukna. 

There was, therefore, antagonism be¬ 
tween Christians and non-Christians in 
the Dangs and adjoining tribal areas ol 
Dangs long before the recent events. The 
violence, however, is new, and can be 
attributed to a more recent highly 
politicised 'Hindu backlash'. 
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IV 

Hindu Reaction 

The wave of conversions to Christianity 
has alarmed those in Gujarat and else¬ 
where who believe that there is a close 
connection between Indian nationhood and 
culture and Hinduism. They resent what 
they see as a ‘foreign’ religion capturing 
the hearts and minds of adivasis. They 
have therefore sought to reverse this ten¬ 
dency with a strident counter-proselyti- 
sation of their own. 

Sects which have sought to convert the 
adivasis to their own brands of Hinduism 
-normally ofa Vaishnavite ‘bhakti’ (devo¬ 
tional) variety - have been active in the 
Dangs for many decades. Most prominent 
has been Moksl» Maig. This sect was started 
in Ahmedabad in the early years of the 20th 
century, and began to proselytise amongst 
the adivasis of south Gujarat in the early 
19S0s. It emphasises moral self-reform, 
with followers renouncing meat, fish and 
alcoholic drinks. They aim to attain 
‘moksha’ (emancipation) through bhakti 
(devotion to god). In the Dangs, most of 
the followers of this sect are kuknas. Other 
Hindu sects, such as Sat Kevai, S wadhayay 
and S waminaray an, have a similar empha¬ 
sis on devotional worship, vegetarianism 
and teetotalism. It is important to note that, 
in contrast to Christians, followers of these 
Hindu sects continue to worship their 
traditional god and goddess and participate 
in community festivals and celebrations. 

The Swaminarayan sect has become 
active in the Dangs as a direct result of 
the conversions to Christianity, and very 
recently at that. The initi ati ve in this respect 
was taken almost single-handedly by a 
'sadhu' of this sect called Purshotam 
Prakashdas Swami (popularly known as 
P P Swami), who travelled around the 
district to study its problems. In an inter¬ 
view he told mr. 

The Christian missionaries have drawn 
their mark in the Dangs and we do not 
want to erase this mark, rather we would 
like to draw a bigger mark through our 
own developmental activities. Once our 
mark becomes bigger, that of the mission¬ 
aries will automatically become smaller. 

He also-stated that: 

The need of the hour is tor Hindu organi¬ 
sations to change their style of mobilising 
people and adopt more of a ‘Church’ style. 
This means Hindu organisations must 
adopt the methods of Christian mission¬ 
aries. Then and then only one can combat 
the issue of conversion 

By this last remark, P P Swami meant 
that Hinduism needs to become a more 


focused project by learning from Chris¬ 
tianity. In India, the Swaminarayan 
organisation is exemplary in this respect. 
Originally merely one minor Gujarat- 
centred sect (‘ sampradaya’). it now projects 
itself as the global face of Hinduism, with 
grandiose ‘Hindu temples’ all over the 
world which are run by a monastic order 
of celibate sadhus who gain their legiti¬ 
macy by providing for both the spiritual 
and socio-economic needs of the people. 
Developmental work is central to this 
approach. 

P P Swami has founded a trust called 
‘Prayosha Pratisthan’ to carry out such 
work in the Dangs. According to the lit¬ 
erature of this body: 

Dangs district in Gujarat has the highest 
number of tribals. Though this district is 
considered to be a Cherapunji [place of 
highest rainfall in India] of Gujarat, most 
of the villages of the Dangs have been 
facing an acute shortage of water. Black 
magic, superstitions, illiteracy and pov¬ 
erty are the key problems of the Dangs. 
Because of all these evils, Christian mis¬ 
sionaries are easily converting Dangis to 
Christianity. Prayosha Pratisthan has been 
set up to stop these conversions. The main 
activities of the Pratis'han arc ‘anna’, 
‘arogya’. ‘akshargyan’ and ‘acharan’, i c, 
providing food, better health care, literacy 
and inculcating good conduct. 

Prayosha Pratisthan is mainly engaged 
in developmental activities among poor 
Dangis. So far the body has arranged eye 
and dental check-up camps, cricket tour¬ 
naments, established ‘bhajan mandali’ 
(devotional song groups), youth clubs and 
‘mahila mandal’ (women’s associations). 
It runs classes for school children. It also 
intends to open non-formal schools for 
children whose parents migrate to the plains 
of Gujarat to cut sugarcane during the 
winter. It intends to set up drinking water 
stalls in the villages where drinking water 
is scarce during .summer. It is also plan¬ 
ning to organise a mass marriage ceremo¬ 
nies in the month of May, so as to minimise 
marriage expenses. It is hoped that some 
125 couples will participate. Prati.sthan 
will bear the total expenses and also give 
a clothes and utensils as wedding gifts. 
The ceremony will be performed accord¬ 
ing to Hindu rites. (On May IS mass 
marriage took place at Ahwa and 120 
Dangi couples got married.) Pratisthan 
has adopted a remote village called Don 
for an all-round development project. The 
chairman of the trust is veteran Gandhian 
Ghelubhai Nayak, whose name has been 
mentioned earlier in this article. At present 
P P Swami places most emphasis on 
developmental work, rather than Hindu 


proselytisation as such, though the two go 
hand-in-hand. 

Proselytisation is much more to the fore 
in the work of a ‘sanyasi’ -based at Waghai 
called Ashimanandji. Originally from 
Bihar, this man had worked in Mi7X)ram, 
trying to convert tribal peoples from 
Christianity to Hinduism. He had little 
success in this, and came to the Dangs 
searching for a more favourable field for 
his activities. He spent a long time touring 
the villages of the district, building rap¬ 
port with the locals. He appealed to them 
in an idiom they could appreciate. Finding 
that Hanuman is worshipped by every 
Dangi, he went from door-to-door hand¬ 
ing out prints of the deity and copies of 
the popular book of prayers to Hanuman 
- the Hanuman Chalisa. The people were 
impressed, as so far no Hindu religious 
leader had visited their homes, and they 
gave him a warm welcome. As the general 
secretary of the B JP for Dangs district told 
me: 

Ashimanadji moved extensively within 
the Dangs and studied its situation. He 
took a very innovative approach. He used 
to visit the poorest of all families, sit with 
them and eat whatever they ate. He ques¬ 
tioned them about their difficulties and 
problems rand cultivated good relations 
with them. This appealed to the Dangis 
very much. He also found that most of the 
Dangis are non-vegetarian andtakcadrink 
at the end of the day. He did not interfere 
with these habits. In fact he told the Dangis 
‘khao pio kuch bhi karo lekin Hindu raho' 
(eat, drink and do whatever you want, but 
remain Hindu). This is how he tned to 
spread the Hindu religion. Most impor¬ 
tant. Ashimanadaji kept up personal con¬ 
tact with each family. 

With help from the VHP and Bajrang 
Dal. he established his ba.se at Waghai. 
which is situated strategically on the chief 
road-border between the Dangs and the 
plains of south Gujarat. He operates an 
organisation called the Vanvasi Kalyan 
Parishad, which runs schools and hostels 
in Dangs. He has also constructed a temple 
on top ofa hill near Subir, called the Sabari 
temple. He claimed that when Rama was 
passing through this forest he visited a bhil 
women called Sabari and blessed her. The 
name of the village Subir came from Sabari. 
Many Dangis have come to believe this 
too. The construction of the temple is 
still going on. I was told that about 
Rs 20 lakhs would be spent on this temple, 
llte ruling BJP government of Gujarat has 
constructed a two kilometre road to reach 
this temple. Ashimanandaji believes that 
the Christian conversions arc part of an 
international plan to divide India. His aim 
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is to eradicate Clirisiiantty in the Dangs 
completely. 

Poiitici.sation of Religion 

As mentioned above, the Dangs district 
panchayat was contmllcd by the kuicna 
leaders of the Congress Party for 25 years 
without a break (1970-96). They had 
misu.scd power for their personal gain and 
did not bother to redress the grievances 
of the people, such as the issues of 
landlessness, rising unemployment and 
labour migration. Di.ssidcnce had been 
crushed ruthlessly, even violently, and 
they used their money-power to prevent 
questions being asked by officials. With 
the emergence of a new generation of 
educated Dangi youths, their style of op¬ 
erations began to be resented increasingly, 
leading to a series of challenges. 

One such challenge was by Soma Pawar 
of Nakatiya Hanuman village, popularly 
known as Somaji among his friends. He 
was an energetic, bold and clever youth. 
When he was studying in school he formed 
a student guidance club, which .sought to 
encourage Dangi youths to pursue higher 
studies. Through this activity, he became 
popular among.st the students. He also 
raised his voice against the corrupt prac¬ 
tices of the Congress leaders. One of his 
chief targets was Dhedu Pawar. chairman 
of the district panchayat education com¬ 
mittee, and also from Nakatiya Hanuman. 
Realising that Somaji was a potential threat 
to him, he sought to block his advance. 
When Somaji was admitted to college to 
study for a diploma in engineering, the 
politician tried to persuade Somaji's fa¬ 
ther to refuse to allow him to continue his 
studies. He knew that if he qualified as 
an engineer he would be in a strong position 
to challenge him. Somaji's father reiused 
to heed Dhedu's advice and supported 
Somaji in his further studies. After becom¬ 
ing an engineer Somaji started mobilising 
the people against the corrupt practices of 
Dhedu. Somaji contested the taluka 
panchayat election of 1986 and won. 
Dhedu could not tolerate this blow and 
decided to get rid of him. He and his 
supporters attacked Somaji's hou.se and 
compelled his family to leave the village. 
During my PhD fieldwork I met Somaji 
at Tekpada near Kalibci in August 1988. 
He was sheltering there in a little hut with 
his wife and small son. Somaji told me 
in detail about the corrupt functioning of 
the forest labour co-operative societies 
and district panchayat. He also told me 
how he had been chased out of his own 
village. At that time he felt helpless and 


frustrated but decided that he had to 
continue in his fight against corruption. 
I vividly remember that he told me: “I 
know that I will be killed sooner or later". 
Tragically, he was only too right. In 
September 1989, when returning from a 
visit to his village, he was waylaid by a 
group of people and murdered brutally. 

His brother, Dasharath Pawar, who had 
just completed his higher secondary ex¬ 
amination at the time of his brother death, 
took up his case and demanded justice. He 
met a number of leaders but did not have 
any success. He even wrote to the gov¬ 
ernor of Gujarat asking for a CBI inquiry 
into the ca.se. but nothing happened. In the 
meantime, he was selected as a .supervisor 
in the government health department, but 
he rejected the offer and decided to fight 
back politically. He was elected general 
secretary of the Arts and Commerce 
Collage, Ahwa. During that time he came 
into contact with an RSS activist called 
Vinay Patralc, and came under the influ¬ 
ence of RSS ideology. He then joined the 
BJP so as to be able to challenge the 
established Congress Icadenship. He is now 
a general .secretary of the Dangs unit of 
the BJP. In an interview Da.sharath Pawar 
told me: 

In the Dangs the Congress Icadeis had 
cheated the people and not done any thing 
fur their welfare. When my brother started 
doing good things for the people he was 
killed. The Congress leaders had .solid 
backing from the state and central govern¬ 
ment bccau.se at both places Congress 
was in power. The entire bureaucracy and 
police were undei the control of the 
Congress leaders. We were helpless but 
we .strongly felt that there had to be an 
alternative politics to challenge the estab¬ 
lished leadership. Since there was no 
possibility oi any mass mobilisation nr the 
creation of a viable alternative local party 
we decided to join the BJP. You can see 
now that Congress leaders have been 
removed from power. Since we have 
captured power in the last two years, we 
have been carrying out developmental 
activities in Dangs. 

Another young man who played an 
important role in popularising the Hindu 
right in the Dangs was Ramesh Chaudhry 
of Don village (popularly known as 
Ramesh Don). Now 25 years of age, he 
studied up to matriculation. Ramesh had 
a very bitter experience when he was at 
school. In 1989 he contested the election 
for general secretary of his school at Ahwa. 
He won by a big margin. Despite this, he 
was denied the position by the principal, 
Santa Patel, on the grounds that he did 
not know ‘proper' Gujarati. Instead she 


appointed her own candidate. Ramesh 
knew about Dasharath Pawar and his 
dissident group, and he won their support 
for a strike by the pupils at the school. The 
matter became controversial, and in the 
end Ramesh was reinstated as general sec¬ 
retary. Ramesh became active in the RSS 
and later on became president of the Dangs 
unit of the BJP. 

Many other youths joined the BJP 
because of the corruption of the local 
Congre.ss Party. Even Christians joined 
the BJP for this reason. In the last di.strict 
panchayat election there were six Chnstian 
candidates who were elected on BJP 
tickets. One of them, called J ivram Rathod, 
told me: “I was fully aware that the BJP 
has an anti-minonty agenda, but in spite 
of that I supported the BJP because by 
hook or by crook we wanted to dislodge 
Congress from the Dangs district 
panchayat”. 

After joining the BJP they sought to win 
popular support by a number of means. 
One of their initiatives was to issue health 
kits to activists and launch a health cam¬ 
paign. However, this had little impact. In 
March 1997 the BJP held a brain-storm 
meeting at Valsad town. out.side the Dangs, 
to discuss the issue of widening their 
.support. The example of the sanyasi 
Ashimanandji was brought up, and how 
he had understood the fcclingsof the people 
and gained their .sympathy thniugh appeal 
to their cultural and religious sentiments. 
They felt that there was widespread dis¬ 
quiet in the Dangs over the issue of 
Christian conversion, and felt that they 
would do well to take up this issue. It was 
decided to hold a ‘trishul' investiture cer 
emony at Ahwa. Prior to this 2,()(X) copies 
of a pamphlet were distributed by the 
Bajrang Dal. urging the people to attend. 
The ceremony was attended by 5,000 
youths from different villages of the Dangs. 
They were told that their religion was 
under threat and that they should awaken 
the people as to this danger. Seven hun¬ 
dred trishuls were then distributed. 

This has led to a situation of mounting 
tension in the Dangs. The Hindu right 
claims that the violence was started by the 
Christians, who destroyed a temple at 
Jamalapada village nearGadhvi in August 
1997. In retaliation, the non-Christians 
disturbed a prayer meeting. A former RSS 
activist whom I met claimed to possess 
a photograph of the destroyed temple. 
According to the Hindu right, they were 
caught out by the hostility of the Chris¬ 
tians, but then began to organise them¬ 
selves to defend their faith. 

Whateverthe truth of this claim, the Hindu 
right was behind a wave of hara.ssment of 
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Christians in the Dangs, beginning in late 
1997. Besides the BJP. the RSS, BD. VHP 
and Hindu Jagran Manch (HJM) have 
all been involved in this anti-Christian 
activity. For example, in November 1997 
a complaint was lodged with the police 
by a VHP activist of Gadh vi village again.st 
the local Christians, which led to their 
being questioned in an aggressive manner 
by the police. Soon after the police patel 
of Kudkas beat up a Christian evangelist 
as he was cycling home from a prayer 
meeting. On Chri.stmas day 1997, the VHP 
organi.sed a rally to stop conversion at 
Pipalwada village, which borders the 
Dangs, on the grounds that mass conver¬ 
sions regularly take place on that day and 
that they had to be .stopped. The Christians 
asked the government to prohibit the rally, 
but dc.spite this the rally went ahead, being 
attended by S,0(K) adivasis. Next day, on 
December 26, some Christians at 
Dagadpada in the Dangs were harassed by 
a crowd while the police looked on, after 
which some Christians were arrested 
(Communalism Comhat, October 1998, 
p 14). In all. .some 20 cases of disturbances 
of some sort or other between Christians 
and non-Chri.stians were reported from the 
Dangs in 1997. 

Sporadic attacks on Christians contin¬ 
ued in early 1998. In June, anti-Christian 
pamphlets were circulated throughout the 
Dangs by the BD, VHP and HJM. In one, 
signed by Ramesh Don on behalf of the 
HJM, it was alleged that adivasis were 
being bribed to convert. The missionaries 
(dubbed as ‘devils’) were said to be ex¬ 
ploiting the people; all over the world, 
Christian missionaries have looted gull¬ 
ible people; they teach the adivasis to steal 
and lie in the name of religion. Hindus 
were called on to awake and fight the 
missionaries. On June 29, Ramesh Don 
and the HJM organised a huge rally at 
Ahwa to submit a memorandum to the 
collector of the district, protesting again-st 
the conversions. S landerous speeches were 
made denigrating the Christians. In June 
and July there were a series of attacks on 
prayer halls and churches, with congre¬ 
gations being assaulted and the buildings 
set on fire (the.se were mainly 'kachcha' 
structures of bamboo and wood). In one 
ca.se, a Christian was killed. Local officials 
and police officers frequently connived in 
these attacks (Communalism Combat, 
October 1998, pp 4. 10, 14; 1999:3-4). 

After a lull during the monsoon season, 
the attacks began again in November 1998, 
with more arson, beatings and looting of 
Chri.stians. This culminated in the vio¬ 
lence around Chri.stmas which was set off 
after the district collector gave permission 


for a massive anti-Christian rally at Ahwa 
on Christmas day. This was in spite of 
repeated requests by Christians organi¬ 
sations and the Dakshin Gujarat Lok 
Adhikar Sangh (South Gujarat Human 
Rights Organisation) for permission to be 
refused. The Hindu organisations took out 
a procession during which anti-Christian 
slogans were shouted. At the meeting 
inflammatory speeches were made con¬ 
demning the missionaries and Christianity. 
A number of Christians shops were ran¬ 
sacked and looted by activists of the Hindu 
organisations. In the following days 36 
churches and prayer halls were destroyed 
in villages throughout the Dangs. Chris¬ 
tians were beaten up and injured. Mission¬ 
ary-run .schools were also damaged. 

VI 

DangLs’ Comment 

In March 1999 I visited the Dangs to 
talk to people there about the attacks on 
Chri.stians. One of my first stops was at 
Chankhal village, where I met a grand¬ 
father, father and son of the bhil commu¬ 
nity who were working together preparing 
their land for cultivation. When I asked 
their reaction to the recent events, the son, 
who had matriculated, reacted sharply; 

All of us Dangis are Hindus. Our mam 
god is Hanuman. All Dangis must worship 
Hanuman. Christians arc not worshipping 
Hanuman and not following the tnaditions 
of ourcldcrs. Today in the Dangs one finds 
that in the same family the father is a 
Hindu and the son is a Christian. When 
there is any traditional religious festival, 
the son does not participate and hence 
there is a conllict between father and son 
Last year in our village we had a Dungar 
Dev ceremony In this ceremony all of the 
villagers contributed in kind or cash and 
gave help. The Christians did not contrib¬ 
ute. They said that our religion is different 
and we do not want to participate in Dungar 
Dev, Due to this the solidanty of the 
village has been broken. Even in very 
minor matters the Christians always take 
an opposing stance and hence hostility has 
developed. 

The statement brings out very strongly 
that ‘community’ is not seen as a volun¬ 
tary or individualistic affair. In the strident 
declaration that Dangis are Hindus, that 
they must worship Hanuman and so on. 
there is a strong assertion that members 
of the community have to conform to 
certain practices, the implication being that 
failure to do so will be met with coercion. 
The statement is also dyed with the saffron 
of hindutva consciousne.ss, invoking a 
very modem belief that everyone who 
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worships Hanuman. etc, should be classed 
as ‘Hindu’, however tangential to main¬ 
stream Hindu religion the bulk of iheir 
cosmological practice may be. Although 
this young man’s grandfather expressed 
similar views, there was a lack of .stridency 
in his tone, and he added that he regretted 
what had happened in recent months, but 
felt that too much fuss was being made 
of it all. 

Later. I talked to a local socialist activist 
who has been fighting for land rights for 
Dangis during the last decade. He was also 
unhappy about the way in which the 
Chri.stians were .detaching themselves 
from village society, and saw this as the 
reason for the antagonism. He narrated an 
instance which he himself had experi¬ 
enced: 

I along with a Dangt Christian grass roots 
activist went to a village for a meeting. 
On that particular day the village people 
had organised a community meal after 
worshipping Gamdev. 1’hey invited both 
of us to participate in the meal. Surpris¬ 
ingly. the Chnstian activist refused the 
offer as he believes that worshipping 
Gamdev is against the Christian religion. 
Such cultural alienation has divided the 
Dangi community and created mutual 
hatred. 

Although condemn the violence, the 
socialist felt that conversion was having 
a very negative effect in the Dangs as it 
was undcmiining one of the great .strengths 
of the society, their .sense of solidarity. 
Even though this has not always protected 
them adequately against exploitation by 
non-Dangis, it provides a continuing basis 
for mobilisation and .struggle. By dividing 
the people, the Chri.stians arc, in his view 
undermining the ability of the Dangi people 
to light for their rights. 

In Ahwa, I met number of college stu¬ 
dents staying in the government hostel 
there. They repeated the theme that Chris¬ 
tians arc creating social rift. For example, 
one of them stated; 

Take me as an example; in my family my 
uncle was converted to Christianity and 
father was not. When my grandfather died 
there was a quarrel in front of his dead 
body. My father was insisting on perform¬ 
ing the Dangi death ceremony while my 
uncle was insisting on Christian death 
rituals. There were heated arguments 
between them. At last some elders inter¬ 
vened and said that as grandfather was not 
a Christian and he had followed Dangi 
culture till he died, the Dangi death 
ceremony should be performed. Though 
that settled the issue for the time being, 
there is still hostility between the two 
brothers. 
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One of the students, Rajesh of Chichli 
village, complained of the ‘trickery' used 
by certain missionaries; 

Christian missionaries go to remote vil¬ 
lages in the Dangs where the tribals are 
absolutely ignorant and dupe them into 
converting. They place stone idolsof Hindu 
gods and goddesses in a tub filled with 
water. When these idols sink, they tell the 
tribals ‘how will your gods help you when 
they sink themselves?' They then offer 
their solution. They pull out an idol of 
Jesus Christ made of rubber and place it 
in the tub. When it floats on top of the 
water they say: ‘See, sec how Christ 
manages to stay afloat. He is the only god 
who can help you.’ 

When I asked Rajesh whether he had 
actually seen this happen he answered that 
he had not seen it with own eyes but had 
been told about it by fellow villagers. 
Another student interrupted, stating with 
disgust that; 

Why are you questioning the validity of 
what Rajesh has told you? Just visit any 
of the Dangs village and you will find out 
what harm these missionaries have done 
to Dangs. We arc not accusing all mission¬ 
aries of such tricks bccau.se those at Pipri, 
Ahwa and Subir have done good work. 
Because of their schools we have been able 
to study. It is missionaries from Madras and 
Kerala who are doing thc.se nasty things. 

Here, a difference is being drawn be¬ 
tween what are alleged to be opportunistic 
missionaries who dupe the people for 
sinister (possibly anti-national?) reasons 
and those such as the Jesuit fathers who 
have been around a number of years, who 
focus on educational and other develop¬ 
mental work, and who are sensitive to 
local culture. 

The attitude of these young educated 
Oangis can be interpreted as being similar 
to that of the socialist activist, involving 
a t^elief that conversions are undermining 
the solidarity of an exploited people. But 
there is a troubling further possibility - 
that they have a ve.stcd interest as an 
emerging local elite in maintaining a 
cohesive commurity because it will form 
the basis for their own future power. 
Although this observation might be unfair 
to these particular .students, it is based on 
a recognition that this is what has hap¬ 
pened in the past - educated young Dangis 
who have challenged the old elites with 
success have then deployed the coercive 
apparatus of the ‘community' against 
internal opponents. ‘Community’ can work 
both ways, on the one hand as a means 
for popular democratic empowerment, but 
on the other as a tool for authoritarian 
control by a local clitr. 


The theme of the supposed anti-nation¬ 
alist agenda of the missionaries was 
brought up more explicitly by a Hindu 
sanyasi, Asangatandaji, whom I met at 
Pravasi Grih in Ahwa. He was on a tour 
of the Dangs to spread nationalistic Hindu 
religion and ideology. He was motivated 
by a fear that if conversions continue at 
the same rate as they have over the past 
decade, the Dangs will become another 
Mizoram, with the people demanding that 
the tract be allowed to separate from India 
and become a separate Christian country. 
He treated mecordially and gave an impres¬ 
sion that he was prepared to listen to criti¬ 
cism. He asked me formy personal opinion 
on the issue of conversion. I told him: 

1 have respect for our Constitution, and 
according to the Indian Constitution in¬ 
dividuals are free to preach and choose 
their religion. Since Hindus are in the 
majority it is our moral duty to regard the 
feelings of minorities and protect them as 
citizen of (his country. One must think 
sympathetically towards minorities. 

Reacting to my comment, Asanganadji 
stated; 

Hindu intellectuals have done the greatest 
harm to our Hindu religion. What you are 
saying is ‘.sadgun vikriti’ (a perversion of 
virtue). Because of such vikriti (perver¬ 
sion), Muslims, Christians and other 
minority religions are flourishing in India 
and are threatening our own religion. 
Tolerance is good but beyond a point it 
is harmful. Due to such vikriti, intellec¬ 
tuals and the English-language electronic 
and print media have taken the side of 
minorities and have pampered them. 
Minorities religions have been encour¬ 
aged to propagate their religions without 
any scrutiny. Now, it is an established fact 
that Christians and Muslims get financial 
support from foreign countries and the 
motive behind this financing is very clear. 
In the interest of the nation it is our duty 
as true Hindus to protect our nation and 
our great Hindu religion. 

In this case, nothing is said about the 
Dangi community and local issues. The 
emphasis is on a different sort of solidar¬ 
ity, that of the supposed duty of all true 
Indian nationalists to propagate the Hindu 
religion. Those who follow other faiths 
arc, in such a light, not really Indian, and 
must by definition be alli^ with non- 
Indian and anti-nationalist elements. Even 
those who stand up for the rights of minodty 
religious groups become suspect - being 
open to accusations of being ‘westernised’ 
and in thrall to an alien culture associated 
with Engli.sh-language newspapers and 
the modem media (ironically, the Hindu 
right has in fact proved far more adept in 


its use of the modem media of television, 
film and audio-cassettes than its oppo¬ 
nents). The teal agenda in ail of this is in 
fact a highly political one. that of building 
a majority constituency based ona ‘Hindu’ 
identity, which is identified in terms of a 
supposed threat to its existence from non- 
Hindu religious communities - Muslims 
and Christians - along with various so- 
called ‘pseudo-secularists’, such as 
deracinated’Anglicised intellectuals, .so¬ 
cialists and communists. As is clear from 
the experience over the past two years of 
BJP rule in Gujarat, once a government 
is formed with such an agenda that much- 
vaunted Hindu value of ‘.sarva dharma 
samabhav’ (equal respect for all religions) 
is thrown violently out of the window. This 
is very clearly a manifesto for intolerance 
and extra-legal forms of repression. 

1 also met the Dangi BJP leader 
Dasharath Pawar, who took a leading role 
in organising the rally against Christians 
on Christmas day which ted to an intensi¬ 
fication of the violence. When I asked him 
about this, he became agitated and said: 

It is our right to organise a rally. When 
Dangi culture is under threat how can we 
restrain ourselves? We know very well 
that on Christmas day there would be 
mass conversions. As a true Dangi it is 
our duty to stop such nonsense. Today 
Christians are not participating in village 
festivals. They consider that Hindu deities 
are mere stones and should be thrown out. 
Such kind of propaganda has been openly 
made in public meetings and through 
leaflets. In the last 1S to 20 years so many 
missionaries have come to Dangs from 
south India and have converted Dangis 
through allurement and miracles and have 
damaged the cultural fabric of the Dangs, 
but when Ashimanandji came there was 
a hue and cry about his entry into the 
Dangs. He is giving voice to the feelings 
of Dangis against Christians. He has just 
been visiting ordinary people, mingling 
with them as if he is one of them, and 
giving them prints of Hanuman and re¬ 
questing them to worship our ancient god 
Hanuman. Do you think this is a crime? 
Our village life was peaceful and happy 
in spite of poverty, unemployment and 
economic inequality prior to the entry of 
the Christians missionariesintothe Dangs. 
Due to conversions village social and 
cultural life has been disturbed. Christians 
are deliberately not participating in village 
festivals like Holi, Tera and Gamdev. 

In this statement two assumptions are 
made which may be questioned. One is 
that Dangi religion is ‘Hindu’ in an 
unproblematic way. In fact, sects like the 
Moksh Marg have been operating in the 
area for decades trying to convert the 
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people of the area to what they see as 
‘correct* Hindu practice. Ashimanandaji 
follows in this tradition. Like the Christian 
missionaries, he is engaged in a campaign 
of conversion. It is argued that such ‘Hindu’ 
campaigns are less confrontational as the 
people are permitted to continue to ob¬ 
serve their old social customs and worship 
alongside the new. This sort of argument 
has been exposed by the recent violence, 
which has been highly confrontational and 
divisive. The otherassumption is that being 
a ‘Dangi’ involves being also a ‘Hindu’. 
In such a view, converts to Christianity 
become ‘outsiders’,orinotherwotds, ‘non- 
Dangis’. Mischievous ‘foreign’ elements 
(the missionaries) are seen to be turning 
many gullible local people into ‘foreigners’ 
(‘traitors?’) within their own homeland. 
By rejecting their heritage, these Christians 
have, it is held, put themselves outside 
society and the law. and coercive extra-legal 
violence against them becomes justified. 

We may also note how the original reason 
why people like Dasharath Pawar entered 
politics, namely, the corruption of the 
mling Congress bosses and their lamen¬ 
table failure to develop the Dangs economi¬ 
cally, has not merely dropped into the 
background, but has been completely dis¬ 
avowed. We arc now told that despite the 
‘backwardness’ of the tract, the people were 
‘happy’ before the entry of the Christian 
missionaries. The economic exploitation 
of the mass of the people by outsiders and 
l(x;al elites is no longer considered to be 
of any political importance. Such a .stance 
indicates that the BJP politicians who now 
control the Dangs intend to ignore these 
problems while whipping up electoral 
support using anti-Christian paranoia and 
hatred. In effect, they are set merely to 
become the new elite, manipulating a 
coercive and undemocratic ‘Dangi tradi¬ 
tion' to prop up the new status quo. 

That such a stance might ultimately prcve 
counter-productive is indicated by a bhil 
of Chankal who I spoke to called Jataru 
Akhatiya. He stated; 

The recent attacks on Christians were 
unfortunate. Such actions are against Dangi 
culture and ethics. We have been living 
harmoniously for the last century and we 
shall go on living harmoniously The 
political parties have a vested interests in 
dividing us. We understood their game. 
The real questions for Dangis are those 
of poverty, unemployment and rights to 
use natural resources. 

There is an important shift here from the 
commonly voiced argument that the 
Christians have been the foremost divi¬ 
sive element in the Dangs. In this case it 
is understood that the appeal for Hindu 


solidarity is even more divisive, for what 
had previously been a matter of essentially 
non-violent altercations within village life, 
has now escalated into a bitter and vicious 
internecine strife. This conflict is under¬ 
stood, furthermore, as failing to address 
the issues of greatest importance to the 
mass of the Dangi people, such as lack 
of employment, land hunger, oppression 
by forest officials and labour migration. 
The politicians who are orchestrating the 
attacks on Christians arc exposed as hav¬ 
ing no solutions to these problems. 

VII 

Conclusion 

The issue of conversion is thus a com¬ 
plex one. At a local level, Christian mis¬ 
sionaries have often been appreciated for 
providing good educational opportunities 
for adi vasis in a situation in which govern¬ 
ment has failed to provide adequate facili¬ 
ties. Christianity is also providing many 
adivasis with a set of cosmological beliefs 
which they believe arc appropriate to their 
present situation. The bhakti variety of 
Hindu practice can equally fulfil such a 
role, and in fact it probably has in a much 
larger number of cases, but as all forms 
of non-Christian and non-Islamic practice 
are recorded merely as ‘Hindu’ in the 
census report, we have no means for 
quantifying such a tendency. The desire 
of Christian converts to follow their own 
religious practices and disavow the com¬ 
munity festivals and forms of worship of 
the village community as a whole is deeply 
resented. In part this is because this rep¬ 
resents a threat to one of the great strengths 
of the life of the people - their solidarity 
in the face of outsiders. But it also chal¬ 
lenges the vested interests of the existing 
village elites, who resent this as a challenge 
to their social power and control. Initially, 
conversion gave rise to much bickering 
and bad feeling, but until two years ago 
there was no violence in this respect. 

The violence has been the result of two 
further developments. One relates to the 
challenge by young educated Dangis 
against the old political leaders who were 
allied with the Congress Party. Seeking 
wider allies in their struggle, they gravi¬ 
tated towards the BJP. ’The other relates 
to the statewide politics of Gujarat, in 
which the BJP has over the past decade 
become the most popular political party, 
winning sweeping victories in recent elec¬ 
tions. The BJP has relied heavily on 
whipping up support through inculcating 
a belief that Hindu religion is under threat 
from foreign backed religious minority 
groups. It projects itself as the only party 
which stands up strongly for Indian na¬ 


tional interests in this respect. To justify 
this stance, it is always on the lookout for 
various supposed ‘threats from within’. 
When the BJP and its allies in the Sangh 
parivar learnt of the mass conversions to 
Christianity in the Dangs in recent years, 
they identified this as one such threat, and 
sent in their political holymen to inves¬ 
tigate the causes and come up with solu¬ 
tions. The sadhus and sanyasis quickly 
made common cause with the young local 
BJP leaders, persuading them that they 
had to focus their attention on the issue 
of conversion rather than socio-economic 
problems. They introduced them to a 
rabidly communal sfyle of politics, using 
hate-filled rtictoric against minority groups, 
in the manner of such rabble-rousers as 
Sadhvi Ritambhara and Uma Bharati. It 
was these young local politicians who 
then orchestrated the deplorable wave of 
violence against the Christians of the 
Dangs. 

[The author thanks David Hardiirmn and Parila 
Mukta for their constant encouragement, valuable 
comments and editing of the earlier draft of this 
paper.) 
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Elections and Macropolicy Signals 

Political Budget Cycle Hypothesis 

Mala Lalvani 

With governments not lasting their full term, Indian politics is in a state of turmoil. For a developing 
economy like India where it is of utmost importance that limited resources he efficiently channelised, elections 
held at such frequent intervals impose a heavy cost. In addition to the large visible cost of campaign expenses 
and expenses incurred in its administration, there is a large hidden cost on account of the fact that politicians 
make every attempt to appease various lobbies around election years. The present study is an attempt to 
test political budget cycle hypothesis which tracks the behaviour of the incumbent around election years. 


ELECTIONS is the lifeline of every de¬ 
mocracy. For a democracy as large as 
India the significance of elections can 
hardly be overemphasi.sed. With elections 
and election analysis ranking high on 
popularity given the pre.scntday political 
scenario, the time seems opportune for 
the relatively young sub-discipline of 
economics ‘public choice' to show what 
it has to offer to an understanding of the 
hehaviourof people in government around 
election time. 

The public choice school has helped in 
transcending harriers between economics 
and politics. Economists today, both theo¬ 
reticians and empirical practitioners, are 
making conceited efforts at taking into 
consideration the reality of pre.scntday 
politics, for public choice has made the 
economist reali.se that even sound econo¬ 
mic advice is bound to go unheeded by the 
policy-maker if it is not ‘politically viable’. 
This interdisciplinary approach of public 
choice has succeeded considerably in bring¬ 
ing economics out of the realm of abstrac¬ 
tion and closer to the reality of politics. 

In the arena of elections, the public 
choice school makes the point that the 
presence of elections and electoral com¬ 
petition is indeed the mainstay of a demo¬ 
cratic form of governance, but these very 
elections also .serve as the raison d’etre 
of many strategicalli motivated policy 
di.stortions that arc indulged in by poli¬ 
ticians. No theory in economics or politics 
is required to make one realise that people 
in power would wish to remain in power 
- but for that elections mu.st be conte.stcd 
and won. While the voter can only make 
some guesses about how the parties in 
opposition might fare, they are in a posi¬ 
tion to make judgments about the incum¬ 
bent party on the basis of the policy 
measures that are undertaken. 

With policies serving as a signal to the 
voter regarding the intentions of the 
governing party it is only natural to expect 
that the policy measures which the incum¬ 
bent party it^es would be such that the 
voter is led to voting that party hack into 
power. Also, it would not be unnatural to 


expect that efforts at pursuing such policy 
measures, which are bound to win votes 
will be intensified with the approach of 
every election. These arguments, which 
seem common sense knowledge today, 
were given a formal treatment by William 
Nordhaus in 1975 who saw this kind of 
behaviour on the part of politicians as 
resulting in political business cycles 
although the term itself was coined by 
Kalecki in 1943. Kalecki predicted the 
emergence of cycles with alternating ‘stop' 
and ‘go' phases when capitalists opposed 
full employment stimulated by govern¬ 
ment spending, thus making the govern¬ 
ment withdraw only to re-emerge as a 
.stimulating agent when unemployment 
ri.ses above an 'acceptable' level. In cur¬ 
rent literature, political business cycles 
have gained wide popularity as ‘political 
budget cycles' [Rogoff and Sibert 1988; 
Rogoff 1990|. One can adequately ex¬ 
plain political cycles with the simple 
observation that people in government 
artificially create unusually favourable eco¬ 
nomic conditions before an election and 
that voters reward incumbent governments 
for doing so, even though the economy 
will take a turn for the worse immediately 
after elections. 

While there has been a surge of papers 
examining the phenomenon in the devel¬ 
oped countries, in the Indian context only 
two papers have made any attempt at ex¬ 
amining its presence [Kamik 1990; Sen 
and Vaidya 1996J. 

The present study, in order to lest for 
presence or otherwise of political budget 
cycles, at the first instance looks at mean 
growth rates for key macropolicy vari¬ 
ables in pre election, election and po,st- 
elcction years. Further, in this study we 
break away from the conventional restric¬ 
tive tec:hnique of te.sting the political budget 
cycle hypothesis by looking for 'sharp 
perturbations in and around election years. 
The large volume of studies which have 
employed this technique have generally 
operationalised their models by introduc¬ 
ing a single dummy variable for the elec¬ 
tion year or a dummy variable allowing 


for some time period before or aber elec¬ 
tions. In this study, rather than look for 
any such sharp blips, we make an attempt 
at examining the behaviour pattern fol¬ 
lowed by macropolicy variables spanning 
the electoral terms. The technique adopted 
is somewhat .similar to that suggested by 
Haynes and Stone (1989). Our study makes 
an attempt at adapting their technique to 
the Indian scenario. 

Section I of the study reviews some of 
important contributions to the subject of 
political business/budget cycles and traces 
the cyclical pattern that political business 
cycle literature has itself followed. Sec¬ 
tion II deals with methodology and Sec¬ 
tion III examines the behaviour pattern for 
key budgetary variables and reports the 
empirical findings of our .study. Section FV 
applies a similar methodology to some 
non-budgetary variables which could be 
subject to manipulation by the govern¬ 
ment in and around elections. Finally, 
Section V concludes. 

I 

Survey of Literature 

Several different strands have been 
discerned in the literature on political 
business cycle (henceforth PBC). One 
approach originating from Nordhaus 
(1975) views it as rational for the incum¬ 
bent politicians to generate PBC in order 
to strengthen re-election chances when 
voters are seen to be myopic. The central 
conclusion of the Nordhaus model in his 
own words is “The unemployment rate 
must be falling over the entire elected 
regime...immediately alter an election the 
victor will raise unemployment to some 
relatively high level in order to combat 
inflation. As elections approach, the un¬ 
employment rate will be lowered...” 
[Nordhaus 1975:184]. 

A .second strand has taken off from 
Hibbs (1977). It holds that in a class-based 
electoral sy.stem it might be rational for 
the political party to pursue its own ideo¬ 
logy once in government. 

A third approach to PBC integrated the 
preceding two alternatives. Government 
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Figure 1; DEFiars on Revenue Account 



is seen to be ideological but as soon as 
its re-election chances arc threatened it 
resorts to measures which would increase 
its popularity [Frey and Schneider 1978; 
1979; 1981). 

Advocates of PBC hypothesis came in 
for some scathing criticism at the hands 
of the rational expectations school. These 
rational expectations theorists questioned 
the fundamental tenet of PBC literature, 
vi/., myopic voters, and put forth the view 
that a rational electorate would ‘leant’ to 
penalise undesirable actions of politicians. 
Once the electorate was forward looking 
and informed about the macroeconomic 
structure, it could devise an optimal plan 
over the entire horixon, vote strategically 
by penalising politicians for any deliberate 
strategic deviation [MacRae 1984; Minfond 
and Peel 1982;Chappell 1983; Ploeg 1984; 
Kirchgassner 1985; Lachicr 1984; 
Michaels 1986]. 

Just when it was being felt that the PBC 
hypothesis had lost all its punch, the mid- 
1980s wiinessed attempts at reconciling 
political theory of business cycle with 
rational expectations [Rogoff and Sibert 
1988; Rogoff 1990]. In its new form, 
political business cycles altered to politi¬ 
cal budget cycles with the Rkus now 
shifting to policy instruments such as 
transfers, taxes or monetary policy. While 
the works of Rogoff and Sibert reconciled 
opportunistic political business cycles with 
rational voters, that of Alesina (1987) put 
forth a rational model for partisan parties. 
Some of the more recent studies, which 
have tried to empirically test this second 
generation PBC? model, are Richards 
(1986); Davidson, Fratiani and von Hagen 
(1990); Alesina, Cohen and Roubini 
(1993); Blais and Nadeau (1992) and 
Suzuki (1994). Some have employed a 
time varying parameter (TVP) model. 

In the present study we make an attempt 
at examining the political budget cycle 
hypothesis advocated by public choice 


Fioure .t: Developmental Ekknotture on 
Revenue Acxbunt 



Fioure 4: Central Government Subsidies 



theorists and see if this explanation does 
go some way in enhancing ourunderstand- 
ing of the fiscal process, or more precisely, 
understanding the increasing levels and 
the changing composition of government 
expenditures in the Indian context. 

II 

Methodology 

Before proceeding to the details of our 
experiments we wish to point out the data 
for fiscal variables have been obtained 
from ‘Finances of Central Government’ 
published annually in the RBI Bulletin. 
Certain discrepancies were detected in the 
data due to definitional changes made at 
various time points. In order to restore 
comparability of data ovei the entire time 
period some data reconciliation was made. 
Thus, the final figures used in the study 
may differ from those published in the 
various issues of thcRBl Bulletins. Details 
regarding these appear in Lalvani (1997). 
The variables under study all pertain to 
the central government. 

One common feature of electoral mod¬ 
els in most of the earlier studies is that 
they generally tested the hypothesis by 
estimating reduced form equations for 
macro-economic outcomes and macro¬ 
policy variables. These tests typically 
looked for very rc.stricted four year pat¬ 
terns inoutcomes and policy-sharp‘blips’ 
in some arbitrary period near elections. In 
a 1989 study by Haynes and Stone, which 
appeared in Review of Economks and 
Statistics they pointed out that such dummy 
variable tests are especially non-informa- 
tivcincaseofmacropolicy variables. They 
therefore suggested a method where they 
specified 16 dummy variables (one for 
each quarter in the presidential electoral 
term) as the explanatory variables. With 
the intercept suppressed, the coefficients 
of each of the dummy variables would 
represent the mean values of each of the 
dependent variables for each quarter of the 


electoral term. A plot of these coefficients 
would then represent the electoral pattern 
of the dependent variable. This methodo¬ 
logy has a distinct advantage over its 
predecessors in that it does not impose 
arbitrary restrictions on our estimates of 
electoral patterns. 

The data set for the present study spans 
the period 1950-51 to 1997-98. In con¬ 
nection with election years, it may be 
noted that it is cu.stomary to speak of 
elections in terms of the calendar year. 
However, as data for all our policy vari¬ 
ables are available for fiscal years, we felt 
the necessity to slot each of the elections 
considered into the appropriate fiscal year. 
In case of any spillover of the duration of 
an election into the next financial year, it 
is the .starting date of the election which 
has been considered for the appropriate 
slotting (as in the case of the 1956-57 
election). The Table gives the calendar 
and the appropriate financial year for each 
of the elections in our sample. 

From the Table it is seen that early 
elections were called in 1971 (i e. 1970-71), 
1980 (i e, 1979-80), 1991 (i e, 1991-92) 
and 1998 (1997-98), while elections were 
delayed in 1977. With five of the twelve 
elections in our sample period not being 
held on schedule wc had to go about 
defining our dummy variables with ut¬ 
most caution. Qur dummy variables were 
defined in the following manner - 
DU 1:1, one year after previous elec¬ 
tion and if it is not an election year; 
0 otherwi.se; 

DU2 ; I, two years after previous elec¬ 
tion and if it is not an election year; 
0 othcrwi.se; 

DU3 : I, three years after previous elec¬ 
tion and if it is not an election 
year; 

0 otherwise; 

DU45. I, fouror five years afterprevious 
election and iHt is not an election 
year; 

0, otherwise; 

DUM ; I in election year; 

0, otherwise, i e, if it is not an 
election year. 

Tarie Election Year and Financiai. Year 
Dates for Lok Financial Year Recorded 


Sabha Elections as Election Year 


Oct 25. 1951 - Feb 21. 1952 1951-52 

Feb 24 - June 9. 1957 ’ 1956-57 

Feb 16 - June 6. 1962 1961-62 

Feb 15-Feb28, 1967 1966-67 

March 1 - March 13, 1971 1970-71 

March 16 - March 20. 1977 1976-77 

Jan 3-Jan 6. 1980 1979-80 

Dec 24 - Dec 28. 1984 1984-85 

Nov 22, 1989 - Nov 26, 1989 1989-90 

June 12. 1991-June 15. 1991 1991-92 

April 27 - May 30. 1996 1996-97 

Feb 16, 1998 - April 26. 1998 1997-98 
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DU45, a dummy variable indicating a 
combination of fourth and fifth year after 
previous election was so defined because 
OUS (i e, five years after previous election 
and 0 otherwise and if it is not an election 
year) was mostly captured either by elec¬ 
tion dummy DIJM or by the other dum¬ 
mies wherein elections had been preponed. 
DUS was capturing the effect of only one 
delayed election, i e, 1976-77). A com¬ 
bined dummy DU4S therefore seemed a 
better alternative. 

For each of the macropolicy variables 
regressions of the following form were run 
using simple OLS technique. 

Y, = a<,Y,_, + a,DUl + a,DU2 + OjDUS 
+ a4DU45 + a^DUM ...(1) 

where, Y, is the macropolicy variable of 
interest, and Y,_| is the lagged policy 
variable, which captures the dynamic 
impact of policy variables. DU1....DU45 
and DUM arc the dummies as specified 
earlier. 

It may be noted that equation (1) above 
is not evaluated as an explanatory equa¬ 
tion, rather it is only the coefficients of 
the dummy variables that are the focus of 
our interest. The coefficients of each of 
the dummies are plotted separately for 
each variable in order to be able to track 
the behaviour of that variable over the 
electoral tenns. 

Ill 

Budgetary Variables 

Our study takes up each macnipolicy 
variable individually. Each of the vari¬ 
ables considered is a proportion of GDP. 
GDP was simply used as a scaling factor. 
Each of the variables is regressed on 
DU 1 ....DUM, coefficients are plotted and 
the behaviour pattern observed. From our 
results we are in a position to infer whether 
the incumbent politicians have behaved in 
an opportunistic manner in and around 
election years as regards that particular 
variable. 

Revenue Deficits'. Revenue deficits re¬ 
fer to the gap between expenditures and 
receipts on revenue account. It is thus 
representative of the excess of expendi¬ 
tures over receipts on revenue account. 
Current expenditures arc equivalent to con¬ 
sumption and do not result in creation of 
assets. Revenue deficits as a proportion 
of GDP would be expected to be high in 
pre-election and election years and to fall 
in post-election years. The behaviour 
pattern of revenue deficits spanning the 
electoral term .seems to vindicate the 
political budget cycle hypothesis. 

Figure 1 plots the coefficients of the 
electoral dummies obtained from estimat¬ 
ing equation (I) using the OLS technique. 
We find that revenue deficits show a fall 


Figure S: Expenditures on Capital Account 



Figure 6: Development Expenditures on 
Capital Account 



up to DU2. From then on it continues on 
an upward trend. A sharp increase is noticed 
in the election year itself, indicated by the 
variable DUM. The story that this figure 
tells is that for the first two years after 
elections have been won the incumbent 
party docs things right by keeping a tight 
leash on expenditures on revenue account 
and collecting as much revenue as pos¬ 
sible from tax and non-tax sources. How¬ 
ever, having crossed this point the incum¬ 
bent party, where ver po.s$ible, makes every 
attempt to le-allocatc its resources in a 
manner that will help it incrca.se its vote 
bank, with little or no consideration given 
to the long-term impact of these measures. 
Such populist policy measures can only 
be those which wiH 'result in increases in 
current expenditures and cuts in receipts 
thus causing the mismatch, given by rev¬ 
enue deficits, to mount just prior to and 
in the election years. The behaviour pat¬ 
tern of this variable seems to vindicate the 
PBC hypothesis of governments indulg¬ 
ing in popuiist policies purely for electoral 
gain. 

Revenue deficits, the computed mea¬ 
sure of the gap between expenditures and 
receipts on revenue account does tell us 
that the mismatch worsens with approach¬ 
ing elections but does not make explicit 
whether it is expenditure increases or 
receipts cut that cause the revenue deficits 
to widen with approaching elections. To 


Figure 8; Compliance in Tax Revenue 



Dun 


figure 9: Compliance in Union Excise 



Bgure 10; Compliance in Corporation Tax 



know which of the two routes is followed 
by the incumbent party we need to analyse 
expenditures and receipts (on revenue 
account) separately. 

Expenditure on revenue account: This 
category comprises expenditures incurred 
on goods and services for current con¬ 
sumption. These expenditures are easily 
targeted to specific groups and hence arc 
readily made use of by the incumbent 
parties to enrich their vote bank. For 
evidence of opportunistic strategies being 
resorted to at election time one would 
expect to witness an increase in revenue 
expenditures in pre-election and election 
years and a decline in post-election years 
(Figure 2). 

Revenue expenditure shows a steep fall 
for the first three years after elections and 
then begin to nse, as is to be expected if 
the incumbent party does indeed indulge 
in opportunistic election time manipula¬ 
tion of this expenditure category. How¬ 
ever, the election year dummy DUM 
registers a decline compared to the year 
prior to the election year. 

On the face of it this result seems to 
contradict the PBC hypothesis but with 
revenue expenditures comprising devel¬ 
opmental and non-developmental expen¬ 
ditures, each differing with respect to 
visibility, we were almost certain that a 
clear picture of election time manipula¬ 
tions would emerge when the two catego- 
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lies of revenue expenditures are separately 
examined. 

Envelopment expenditures on revenue 
account. Developmental expenditure on 
revenue account comprise expenditures 
on the following categories: 

(A) Social and community services: 
(1) Education, art, culture, social service 
and research; (2) Medical and family 
welfare and public health; (3) Labour 
and employment; (4) Broadcasting; 

(B) Economic services: (1) Agriculture 
and allied services; (2) Industries and 
minerals; (3) Foreign trade and export 
promotion; (4) Water and power develop* 
ment; (5) Energy; (6) Transport and com¬ 
munication; (7) Science, technology and 
environment 

(C) General services; 

(D) Grants to states for development 
purposes; and 

(E) Disbursements of union territories. 

These expenditure categories are those 

that have a greater element of discretion 
involved and hence are more susceptible 
to manipulation in and around elections. 
Developmental expenditures on revenue 
account are crucial vote getters for the 
incumbent party as these expenditures are 
extremely visible and also its benefactors 
are easily identified. Figure 3 clearly shows 
that there is some election time mani¬ 
pulation as the graph shoots up in the 
election year. 

These re.sults make it amply clear that 
in election years governments have 
directed large amounts of the available 
resources towards developmental expen¬ 
ditures which are more visible and more 
likely lure the voters to cast their votes 
in favour of the incumbent party. 

Subsidy: A powerful weapon in the 
armoury of the incumbent party, a com¬ 
ponent of expenditure on revenue 
account, which it can exploit to its advan¬ 
tage for enhancing its vote share, is ‘sub¬ 
sidies’. 

Figure 4, which traces the behaviour 
pattern of subsidies over the electoral term 
clearly vindicates the political budget cycle 
hypothesis. Subsidies as a proportion of 
GDP shows a fall only in the second year 
of the electoral’ term and from then on a 
continuous rise is recorded with a sharp 
increase in the election year. 

Expenditures on capital account The 
distinguishing feature of expenditures on 
capital account is that it is incurred at one 
point of time while its benefits are realised 
at different points of time in the ensuing 
years. In other words, immediate visibility 
of this expenditure category is not to be 
expected. Hence, from the politicians’ 
point of view incurring capital expenses 
is not a very attractive proposition in pre¬ 
election and election years. 


FtouRE 11; Cross Domestic Debt 



Figure 5 shows an upward trend for the 
first three years into the electoral term but. 
from then on it shows a failing trend and 
is more or less stable in the run up to the 
election year. This behaviour pattern once 
again shows that election time consider¬ 
ations do come into play. 

Developmental expenditures on capital 
account This category of expenditures 
comprises capital expenditures under the 
same heads as were listed under develop¬ 
mental expenditures on revenue account 
and clubbed broadly as social services, 
economic services, general services and 
disbursements to union territories. 

As was the case with expenditures on 
revenue account, developmental expendi¬ 
tures on capital account too are more sus¬ 
ceptible to discretion and, therefore, more 
amenable to manipulation by policy¬ 
makers who use it just before elections to 
enhance their popularity. Also, this ex¬ 
penditure category, like developmental 
expenditures on revenue account, is more 
’visible’ to the voter. For instance, the 
starting of the construction of a .school or 
a hospital is bound to make the party in 
government look ‘good’. 

Figure 6 shows a high level of expen¬ 
diture in the first year of the electoral term. 
It keeps failing till three years into the 
electoral term (till DIJ3), shows a sharp 
rise till DU45 and a (further marginal 
increase in the election year itself. 

Tax revenue: Receipts on revalue account 
comprise tax and non-tax revenue. Going 
by the political budget cycle hypothesis 
one would anticipate that tax revenue 
would fall in election years. The result 
obtained vindicates the PBC hypothesis 
(Figure 7). The one way that people in 
governments could possibly grant favours 
as far as tax revenues are concerned is by 
allowing sections of people to get away 
with tax evasion and not enforcing com¬ 
pliance. A direct check of compliance was 
obtained by computing the difference 
between accounts figures and 'he budget 
estimate. This difference was then re¬ 
gressed on the dummy variables and its 
behaviour pattern examined. Fuither, it 
was ourhunch that maximum bencfitcould 
be got by allowing tax-payers to get away 
in case of union excise and corporation 
tax. Compliance for both these taxes was 
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also examined. Results obtained are shown 
in Figures 8, 9 and 10. 

Gross domestic debt The gross domestic 
debt of the central government comprises: 

(A) Internal debt - (i) market loans, 

(ii) market loans in course of repayment, 

(iii) special floating loans, (iv) treasury 
bills, (v) compcn.sation another bonds, 

(vi) special securities issued to RBI 

(vii) special floating and other loans; 

(B) Other liabilities - (viii) small savings, 
(ix) provident fund, (x) reserve funds and 
deposits. 

The ramifications of a mounting debt- 
GDP ratio in the Indian context have been 
discussed of at length in a large number 
of .studies [some of the well known con¬ 
tributions in this context are Rangarajan 
et al 1989; Bhattacharya and Guha 1990; 
Bhattachary a 1992; Buitcr and Patel 1994]. 
A high debt-GDP ratio implies large in¬ 
terest burdai, which in view of the con¬ 
straints on raising direct taxes and the 
limited scope for lowering current outlays 
may cause budgetary capital outlays to be 
.squeezed. What is evident from this chain 
of undesirable repercussions of an ex¬ 
panding debt-GDP ratio is that its impact 
is visible to the voter only with a time lag. 
Hence, it is only natural for the incumbent 
party to resort to large scale debt financing 
around election years. The plot obtained 
is shown in Figure 11. 

We find that a continuous downward 
trend is maintained right up to the pre¬ 
election years. It is only in the election 
year itself that the gross domestic debt is 
seen to increase. This seems to indicate 
that debt financing is resorted to in elec¬ 
tion years as the full impact of it would 
occur only with a lag. 

Net RBI credit to the government sector: 
In addition to taxation and borrowings the 
third mode of financing of deficits that is 
available to the government is to borrow 
from the RBI. Net RBI credit to the 
government sector is the conventional 
measure of incrca.se in money supply. In 
accordance with the PBC hypothesis ex¬ 
pansion in net RBI credit, as a proportion 
of GDP, would be expected in election 
year as the inflationary impact is expected 
to become evident only with a lag. Fig¬ 
ure 12 gives the plot obtained for this 
variable. We find that Reserve Bank credit 
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Figure 13. Growth Rate of Poougrain Prices 



a.s a proportion of GDP is very high at the 
beginning of the electoral term (i e, DU 1). 
A falling trend is seen till the third year 
into the electoral term. From then on an 
upward trend is maintained. The figure 
indicates to us that governments have 
resorted to monetisation of its deficits in 
election years. This mode of financing 
deficits around election time i.s bound to 
be very appealing to people in government 
since its adverse effects would become 
evident only with a lag, by which time the 
election process would have been com¬ 
pleted. 

Ill 

Non-Budgetary Variables 

Having found rather convincing evi¬ 
dence in support of the political budget 
cycle hypothesis as far as budgetary vari¬ 
ables arc concerned, we were curious to 
examine if a similar kind of pre-election 
time manipulation took place for some of 
the other variables which, we felt, were 
likely to stand the government in good 
stead around election time. These vari¬ 
ables that we decided to examine included 
growth rate in foodgrain prices, growth 
rate of procurement prices in both paddy 
and wheat. Wc report below the expec¬ 
tations and the results obtained for each 
of the.se three variables. 

Foodgrain prices: There is a popular 
viewpoin! among a growing section of 
economists that inflation in India reflects 
inter-sectoral relative price adjustments. 
These 'structuralists' 'trongly believe that 
in the Indian context inflationary pres¬ 
sures are generated if agricultural produc¬ 
tion grows slower than the required rate. 
Agricultural prices are demand determined 
while industrial prices are cost determined. 
If agricultural growth falls short of the 
required growth, the necessary relative 
price shift in favour of agriculture can 
come about only via an increa.se in agri¬ 
cultural prices. Industrial prices rise with 
a lag since agricultural prices raise indus¬ 
trial costs directly, via increa.sed raw 
material costs and indirectly, via reduced 
disposable incomes and, therefore, reduced 
demand for industrial products. Thus, in 
the long run, relative price adjustments are 
manifested in a rising price level. Tocheck 
for evidence of these changes at election 


Figure 14: Growth Rate in Proturement Price 
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time we examined the prices of foodgrains. 

Considerable amount of controversy 
exi.sts regarding the indicator which best 
represents the price for foodgrains that the 
farmers receive. While a large number of 
authors have made use of wholesale price 
indices (WPI), there are others who have 
argued that it is not the appropriate mea¬ 
sure due to the fact that wholesale prices 
are simply an average of all 12 months, 
thus ignoring the pattern of market arriv¬ 
als during different months. These studies 
suggest that the use of farm harve.st prices 
serve as a better proxy for prices received 
by farmers because these harvest prices 
are an average of wholesale prices prevail¬ 
ing during peak marketing sea.son [Tyagi 
1988], Vittal, howevercontested this belief 
[Vittal 1986]. It was her contention that 
farmers do not sell their surplus at harvest. 
According to her, the farmers hoard the 
surplus produce, selling maximum in the 
lean sea.son to benefit from high prices. 
Farm harvest prices therefore would mis- 
repre.sent the prices received by large 
farmers. 

For the purpose of the present study wc 
preferred to conform to the traditional 
annual growth rate in the WPI for 
foodgrains. Our hypothesis with regard to 
foodgrain prices is that around election 
years foodgrain prices would not be per¬ 
mitted to show any substantial increase as 
it is likely to spark off an all round increase 
in prices which is undesirable with elec¬ 
tions round the comer. Figure 13 plots the 
coefficients for the equation with foodgrain 
prices as the dependent variable. 

Figure 13 shows that growth rate in 
foodgrain prices is extremely high in the 
first year of the electoral term. It falls 
sharply in the second year (i e. DU2). The 
prices rise to some extent in the third year 
but from then onwards it continues to 
remain more or less stable till the election 
year. Sen and Vaidy a (1996) who find that 
the election dummy is insignificant (in 
equations (3) and (4) of their study) with 
agricultural prices as their dependent 
variable suggest that expansionary demand 
side policies followed by the incumbent 
party not leading to an increase in agri¬ 
cultural prices, could be attributable to the 
fact that the “government has acted to 
neutralise the demand pull effects of in¬ 
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creased budget deficits by an appropriate 
commodity stabilisation policy (such as 
incrca.sed import of foodgrains or running 
down of buffer stocks). Since a large 
proportion of the Indian electorate are net 
buyers of food (including a section of 
farmers) and since food constitutes a large 
component of the average consumer's 
expenditures, it would be in the interest 
of the incumbent party facing an election 
to insulate the electorate from any increase 
in foodgrain price.s’’ [Sen and Vaidya 
1996:2026]. 

Procurement prices for paddy and 
wheat: While on the subject of foodgrain 
prices, wc thought it would be interesting 
to look at the behaviour pattern of pro¬ 
curement prices via which, it is strongly 
felt, the Indian government has sought to 
appease the farm lobby. Balakrishnan 
(1991) speaks of the priTcurcment prices 
being fixed at levels higher than those 
recommended by the Agricultural Price 
Commission. According to him. the pres¬ 
sures involved in their fixation varies from 
region to region and over time depending 
on political factors like clout of producers 
as a group and economic factors such as 
changes in the structure of prices. Mitra 
(1977) has been very forthright in point¬ 
ing to the non-economic factors and the 
pivotal role that they play in the determi¬ 
nation of procurement prices. According 
to him, an increase in the level of official 
procurement prices by a certain propor¬ 
tion has acted as a signal for a spurt in 
open market prices by a similar propor¬ 
tion. Mitra (1977) is of the opinion that 
each shift in the terms of trade in favour 
of farm products has contributed to the 
holding power of surplus farmers and 
traders enabling them to bid for still higher 
prices in the subsequent season. In the 
wordsofMitra(1977:l 10-11). "The policy 
of liberal monetary advances made to this 
section of the farming community under 
new agricultural strategy has imparted an 
additional bullishness year after year to 
market prices for farm products, so that 
even larger-sized crop has not led to a 
decline in prices, but its opposite.” 

The procurement price is an adminis¬ 
tered price. The Agricultural Price Com¬ 
mission recommends the procurement 
price for a particular year, but its fixation 
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is a matter of government policy. It has 
generally been noted that the recommen¬ 
dations of the commission have been 
flouted and prices have been set at higher 
levels by the government for the two 
principal foodgrains in the Indian 
economy, viz, rice and wheat (due to a 
continuous series tor prices of rice not 
being available most studies make use of 
the procurement prices for paddy). Fig¬ 
ures 14 and IS give the relevant plots. 

We find that the growth rate in procure¬ 
ment prices for paddy dips in pre-election 
years but shows a rise in the election years 
itself. Contrary to this, the growth rate in 
procurement price of wheat in the pre¬ 
election year records an increase but falls 
in the election years. These results seem 
to indicate that in election years it is the 
rice growing community that our politi¬ 
cians aim at winning over more than the 
wheat farmers’ lobby. This might, at the 
first instance seem a slightly di.scomfort- 
ing result, for it is well known that the 
terms of trade which have shifted in favour 
of wheat is primarily a reflection of of¬ 
ficial policies. Also well known is the fact 
that the upward adjustment in procure¬ 
ment prices for rice is less than for wheat 
[Mitra 1977]. However, our result would 
not appear to be completely misplaced 
when we consider the fact that paddy 
cultivation is geographically diversified 
considerably. Also, marginalisation of land 
holdings is significantly more in case of 
paddy cultivation than in case of wheat 
cultivation, thus involving larger number 
of people in paddy cultivation. The story 
that our results seem to tell is that while 
the government does attempt to appease 
the more pciwerful wheat lobby in pre¬ 
election years via its procurement price 
policy, the growth rate of which reaches 
its maximum one to two years prior to 
elections (DU4.5), in the election yeai itself 
it is the larger number of rice growers that 
seems to matter more. Such ‘foresight’ on 
the part of our politicians is indeed re¬ 
markable, for they seem to realise that 
although the economic power of rich wheat 
growers far exceeds that of the rice cul¬ 
tivators, ultimately each person has only 
one political vote. Our politicians seem to 
realise that the votes of the larger number 
of rice cultivators would prove to be more 
advantageous at election time, for it is 
numbers alone that can win elections. 

IV 

Summing Up 

The results of our exercise provide us 
with ample evidence to conclude that the 
broad picture which emerges is one of 
re-allocation of available resources in and 
around election time towards those ex¬ 
penditure categories which would help 


capture votes. The somewhat lower 
RMSPE in case of the forecast errors 
obtained from the politico-economic model 
provides us with evidence that incorpo¬ 
rating political variables does seem to 
provide us with additional insights when 
modelling economic variables. 

We would, however, like to clarify that 
by no means is it the intent of our study 
to pronounce politicians as guilty of being 
opportunists. In fact, the very essence of 
public choice approach and the political 
budget cycle hypothe.sis, in particular, is 
to show that indulging in election time 
manipulation of policy instruments is an 
act of rationality on the part of the incum¬ 
bents. The only message that we wish to 
convey via this study is that, given that 
such election time manipulations are 
rational for politicians it is up to the voter 
to see through these ‘strategic but rational’ 
moves of politicians. 
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DISCUSSION 


A TVagedy of Betrayals 
Questions Beyond the LoC in Kashmir 

K M Seethi 


THE article by Bharat Kamad, ‘Using 
LoC to India’s Advantage’ (£PIV, July 10- 
16), makes disturbed reading. We are not 
too unfamiliar with the arguments he 
marshals in that provocative analysis, but 
the context is very important and the 
implications of the “activist policy” he 
suggests bode ill for peace and democratic 
initiatives in south Asia. Even as the Kargil 
operations were under way, we heard 
incessant calls for a crossing of LoC to 
inflict .serious damage on Pakistan’s 
capability and position. The Sangh pari var 
was not alone in making such demands 
for an across-LoC operation, including the 
use of nuclear weapons to teach Pakistan 
a lesson. The entire defence think-pari var, 
ex-army officers, and former diplomats 
also brought in similar arguments in favour 
of a ‘territorial aggrandi.scmcnf which 
India was called upon to undertake in 
pursuit of the retreating intruders and 
militants. Karnad says that India and 
Pakistan “are left with only two alter¬ 
natives: go to war and risk an attendant 
catastrophe now that the milieu is nuclcar- 
i.sed, or engage in low-level but sustained 
military actions...aimed at continually 
enlarging the real estate in one's pos¬ 
session, and establishing newer lines of 
control” (p 1869). 

This belligerent position, which he 
claims would “satisfy the punitive mood 
of the people and advance Indian interests 
in Kashmir”, is certainly fraught with 
uangerous consequences. It is not only 
unrealistic and baneful in strategic/military 
terms, but devoid of any political wisdom 
and maturity. It once again underlines the 
fact that our defence think-tanks have 
become increosingly obsessed with 
militarism and ate incapable of addressing 
the fundamental problems of our polity 
beyond the limits .set by Chanakya sutras. 

Ostensibly, Karnad proceeds on the 
assumption that Kashmir is just a property 
dispute between India and Pakistan, and 
that territorial aggrandisement could, at 
best, be an answer to Pakistan’s S2-year 
long struggle to grab Kashmir militarily 
and otherwise. His argument that we should 
now provide a “negative incentive” to 
Pakistan “to settle along the desired line” 
(as“positive incentives” have failed), gives 


an impression that all is well with India 
and the only bane of our existence has 
been Pakistan. 'This is a one-sided as¬ 
sessment of the problem, the real 
dimensions of which need to be placed in 
a broader psycho-historical setting of 
India’s ‘holier than thou’ approach and 
Pakistan obsessions. One does not dispute 
the fact that the ta.sk of the military (though 
belated, as it were) was enormous, and it 
did succeed, in driving out the Pakistan- 
backed intruders and militants. But 
underneath this conflict, there is a 
fundamental question of Kashmir which 
hardly emerges in our daily national 
security discourses. Can we any longer 
leave aside this question for the sake of 
convenience? 

If we analyse the conflict with! n a broader 
socio-historical background, we will 
certainly come across a spectre of un¬ 
comfortable realities. These realities per¬ 
sistently escape our attention due to a 
perceived reason/fearthat it might threaten 
our national loyalty and put our patriotism 
to a hard te.st. This false consciousness 
again and again dampens our intellectual 
curiosity to know things from another angle 
of the que.stion and our search for a political 
solution to the conllict. Tlie defence think- 
tanks always look at such issues from 
strategic/military point of view devoid of 
any political insight. The question is 
certainly larger than national security and 
territorial integrity, larger than international 
diplomacy and cross-border terrorism. The 
Kargil conflict should necessarily awaken 
us from our deep slumber, from our self- 
imposed intellectual censorship which 
extended beyond SO years. 

Kargil and Kashmir are inseparably 
interlinked, and the ultimate and terminal 
poi nLs of this question should not be located 
along the LtC (or beyond the LoC, as 
Karnad suggests), or ended with securing 
a favourable international public opinion, 
as against Pakistan's sinister campaign 
across the world. The ultimate solution 
lies not in finding out the best possible 
military strategy, in the manner in which 
Kamad puts forth, but in developing a 
mature political option which will deliver 
good to the people of Kashmir who have 
been driven from pillar to post during the 


last 52 years. Unless we are able to do this, 
we will have to face more Kargils, more 
intrusions, more cross-border tensions and, 
perhaps, the worst scenario of human rights 
violations and abuses in Kashmir. But this 
should not be interpreted to mean an appeal 
for demilitarisation in the face of Pakistani 
attacks and cross-border tensions. That is 
an entirely different question and should 
be addressed as such. However, we have 
absolutely no substitute for a mature 
democratic solution to the current conflict 
in Kashmir. 

We have heard enough of the institu¬ 
tional/organisational lapses in taking 
adequate measurestoprevent cross-border 
intrusions during the last 10 months. Poor 
Brig Surinder Singh, commander of the 
Kargil-based 121 Brigade, has been made 
a convenient scapegoat in this, whose 
forebodings, if takenin right earnest, would 
have saved many lives and crores of rupees. 
But underneath thiS outward lapse, though 
serious as they were, there is the basic 
lapse of the Imhan state which has a history 
of more than half a century. This funda¬ 
mental lapse has been sustained by ail 
successive governments, and the media 
and political parties are equally responsible 
for these lapses. Every time the rhetoric 
of ‘unity and integrity’ and of combating 
militancy and communalism tended to 
dilute, if not divert, the basic democratic 
question in Ka.shmir. We have certainly 
come of age to transcend this sort of false 
consciousness and nationalist pretensions. 
However, this should not lead us to the 
conclusion that all is well across the LoC, 
in the state of Pakistan. It is a nation in 
perpetual struggle for identity as the people 
are increasingly alienated due to the 
political machinations of the oligarchic 
power structure of the Pakistani state. The 
successi ve regimes in Pakistan who lacked 
legitimacy and popular mandate tried to 
overcome and externalise their internal 
contradictions by appealing the masses to 
the ‘unfulfilled mission’ in Kashmir. 

Sadly enough, the enmity of ‘the other’ 
or hostility with ‘the other’ has deeply 
entrenched itself in the blood of an average 
Indian and an average Pakistani. This built- 
in antagonism has been perpetuated for 
more than SO years and, unfortunately, it 
gets legitimised with more Kargils and 
cross-border tensions. As the encounters 
between the two irreconcilable identities 
take place in a variety of forms, they 
conveniently forget that the terrain of this 
confrontation has long been inhabited by 
a population whose democratic aspirations 
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andsecularciedentials were never disputed 
but have been placed for sciutiny in recent 
times. We are not worried at ail that the 
very survival of the Kashmiris gets caught 
in the irreconcilable rivalry between Indian 
and Pakistani state whose betrayals and 
involvementsonly alienated and marginal¬ 
ised them. The civil society living on both 
sides of the LoC is only a victim and 
passive spectatorin this high tension drama, 
incapable of influencing the course of 
events. 

As we proceed to look at the antecedents 
and implications of the Kargii conflict, we 
inevitably encounter four betrayals, each 
of which contributed in its own way to the 
accumulation of tensions and conflicts. 
The first and foremost betrayal came from 
imperialism itself. Britain, at the beginning, 
and the US suKsequently played a decisive 
role in driving a wedge between India and 
Pakistan on the Kashmir question. It is 
precisely for this reason that we must be 
extremely cautious when they reassure 
their mediatory/honest broker role in the 
current conflict. If at all Pakistan scored 
any victory on the Ka.shmir question during 
the first decade of independence, as many 
would have us believe, it was with the 
open support and assistance of these 
imperialist powers. No wonder, when the 
two giants of the imperialist camp traded 
arguments against India in the UN and 
elsewhere, India felt isolated and alienated. 
Nehru was forced to say, after the bitter 
experience in the UN, that the world body 
was controlled by the ‘Anglo-American 
racket'. 

Many thought that imperialism would, 
at last, withdraw from the subcontinent 
with the emergence of India as a major 
power in the post-Shimla period. But 
imperialism reappeared in dilTerent forms, 
including one of patronising funda¬ 
mentalism and militancy in the region. 
The most decisive period came when 
General Zia ruled Pakistan. He was the 
most trusted policeman of the US in the 
region, particularly after the fail of the 
Shah of Iran and the Soviet intervention 
in Afghanistan. Pakistan became not only 
a frontline state in America's south Asian 
strategy but a safe haven for all tribo- 
religious militant outfits. The mujahideens 
stationed across the Pak-Afghan border 
had received all materi al and moral support 
from both the US imperialism and the 
authoritarian regime of Pakistan. Though 
imperialism had apparently lost interest in 
Afghanistan in the post-Soviet withdrawal 
period, it continued to support the Islamic 
fundamentalist groups, culminating in the 
installation of a Taliban regime in Kabul. 
Thus, the hands of both Pakistan and the 


US were quite certain and critical in 
perpetuating militancy and funda¬ 
mentalism in the region. Even the Islamic 
militants in Kashmir had received 
considerable support from the US and 
Britain at a certain stage. It is in this 
background of long years of imperialist 
betrayal and involvement that we must 
place Pakistan’s aggressive posture and 
the US role in the current crisis. We must 
also look at the sincerity of the proclaimed 
US opposition to Islamic fundamentalism 
and militancy with greater caution, 
particularly in the post-Kosovo global 
scenario. The Nawaz Sharif-Clinton joint 
statement is certainly deceptive. We may 
think it is advantageous to India, but the 
implications are not palpable enough. 

Secondly, Pakistan betrayed the 
democratic secular aspirations of the 


Kashmiris by taking over a part of J and 
K way back in 1947-48 and imposed 
authoritarian political and military struc¬ 
tures ail these years. The cultural unity and 
communal harmony across the LoC have 
been considerably disrupted with frequent 
interference and militarisation of the Azad 
Kashmir. Over the years, it became a safe 
haven of all militant activities, facilitating 
cross-border intrusions and terrorist 
activities. As Pakistan gained considerable 
leverage in the late 1980s with more 
militant organisations looming large in the 
valley, the Kashmiris began to face a real 
dilemma. They were virtually caught 
between the militants and the Indian and 
Pakistani army, which took a heavy toll 
over the last 15 years. Ironically, Pakistan’s 
championing of the cause of the freedom 
of Kashmir betrayed it,self because of its 


SAMEEKSHA TRUST BOOKS 

Selections from Econank and Political Weekly 

Money and Finance 

issues, Institutions, Policies 

Edited by 

Deena Khatkhate 

Financial Liberalisation: A Revisionist View Deena Khatkhate • Money 
and Monetary Policy in Less Developed Countries Warren L Coats Jr 
and Deena Khatkhate • Financial Liberalisation: issues and Evidence 
Yoon Je Cho and Deena Khatkhate • Government Balances as a 
Monetary Policy Instrument In the Less Developed Countries Anand 
Qiandavaikar* Fiscal-Monetary Dynamic Nexus Narendra Jadhav m6 
Balwant Singh • On the Inhationary impact of Budget Deficit MIhIr 
Raktiilt • Bank Deposits in the Indian Economy V C Pendharkar • 
Interest-Price Nexus D MNachane • informal Credit Markets and Black 
Money Shankar Achaiyamd Srinivasa Madhur* Interiinkage of Formal 
and informal Qedit Markets in India Pradeep Srivastava • Behaviour 
of Trade Qedit its Relevance to Monetary Policy L M Bhole • 
Performance of Commercial Banks since Nationalisation SLShetty 
Monetary Policy for Independent Monetary Authority VMDandekar 
• Financial Rehabilitation of Public Sector Banks Suman KBery. 

348 pages Rs 350 

Available from 

ORIENT LONGMAN LIMITED 

Calcutta Chennai Mumbai New Delhi Bangalore Bhubaneshwar 
Emakuiam Guwahati Hyderabad Jaipur Lucknow Patna 


Economic and Political Weekly September 11, 1999 


2683 



own anti-democratic and anti-people 
policies and programmes not only within 
Azad Kashmir but in the entire state of 
Pakistan. Pakistan’s involvement and 
frequent interferences only thwarted the 
democratic secular aspirations of the 
Kashmiri society. The Kargil conflict 
further underlined the fact that the people 
living on both sides of LoC cannot enjoy 
a peaceful and orderly life because of 
this continued cross-border intrusions 
and Indian and Pakistani military 
responses. 

The third betrayal came from none other 
than India itself which has a longer history, 
perhaps extending to partition days. This 
has three distinct phases. In the first phase 
after accession, India’s Kashmir policy 
did not exhibit any consistency, coverage 
and commitment, expected of a mature 
political leadership. Nehru lost courage 
when he failed to clear up the Pakistan- 
backed invaders in 1947-48 for the sake 
of transient goals and ill-timed international 
commitments. The commitment of Nehru 
turned out to be a great liability and 
subsequently a misadventure of Indian 
diplomacy. India really fumbled in the UN 
not only on Kashmir’s aecession with India, 
but on the accession of other princely 
states like Junagad and Hyderabad. The 
commitment on plebiscite was even more 
disa.strou$ and the promise of a ‘reference’ 
to the people was not kept beyond 1954 
because of the ‘altered conditions’ and 
geo-political realities. Meanwhile, the 
.second phase of India’s betrayal started 
almost parallel to this. The promise of 
autonomy to sustain the political sanctity 
of the state did not bear any fruit because 
of the internal tensions between New Delhi 
and Srinagar. Con-sequently, Article 370 
of the Indian Constitution remained a dead 
letter aftei 1954, and whatever was offered 
to the people in the early phase was taken 
away without any consideration and 
political honesty. This was done through 
a series of constitutional amendments 
and presidential orders. Even though 
‘autonomy’ became defunct in Kashmir, 
a belief was deliberately borne upon us 
that the problem of Kashmir emanated 
from this special privilege enjoyed by them. 
Even today many people attri bute the cause 
of current militancy to the original ‘sin’ 
of granting autonomy to the people. Hence, 
the demand for abrogation ol Article 370 
without knowing, if not deliberately 
concealing, the fact that Article 370 has 
virtually become irrelevant since 1954. 

This has been accompanied by a long 
spell of political manipulations carried on 
by the Indian National Congress (INC) 
and the National Conference (NC). 


Elections in J and K were a mere farce, 
and almost all general elections saw 
extensive rigging and institutional 
corruption. That way, both the INC and 
the NC were responsible for alienating the 
people from the mainstream. The situation 
worsened when the state was completely 
neglected by the centre and the economy 
was ruined by successive governments in 
Srinagar and New Delhi. Unemployment 
increased phenomenally, industrial 
backwardness reached its peak, and 
agriculture showed no significant im¬ 
provement. The objective situation in J 
and K was such that the people lost all 
faith in the Indian state. Popular discontent 
began to surface for the first time in the 
late 1980s against this background of 
economic backwardness, institutional 
corruption and people’s alienation. The 
militant organisations who never had any 
mass backing in J and K found this to be 
a golden opportunity to make inroads into 
the society. Pakistan capitalised this 
situation and began to interpret this as a 
renewed case for self-determination and 
unleashed its sinister campaign. 

The third phase of the Kashmir question 
started at this stage when India began 
deploying army and paramilitary forces in 
the state. The Indian military operation in 
Kashmir since 1989-90 amounted to 
widespread human rights violations 
marked by instances of repression and 
torture on an extensive scale. The 
encounters between the militants and the 
army took a heavy toll over the years and 
there were innumerable cases of arbitrary 
killings and torture by both the militants 
and the Indian army. Thousands of 
pandits were also forced to flee the valley 
and attempts were made to commiinalise 
the society. The very identity of the 
Kashmiris has been deliberately divi¬ 
ded between Hindus and Muslims who at 
no point in history ever displayed any 
religious sectarianism in their social 
living. The Kashmiri alienation certainly 
weakened India, but strengthened 
Pakistan’s hands. 

The fourth betrayal is by the Islamic 
militants who drew sustenance from 
various regional and international sources. 
A major blow on the secular fabric of 
Kashmiri society came when they officially 
championed the cause of their brand of 
Islam in Kashmir with Pakistan’s 
connivance and imperialist support. Gross- 
border terrorism and militancy grew when 
popular discontent in the valley ran high. 
Islamic militants’ appropriation of the 
cause of the Kashmiris virtually alienated 
the latter, leading to further militarisation 
and repression by the Indian state. ‘Dius 


the plight of Kashmiris became more 
pathetic over the years. Their secular 
credentials have been destroyed, and 
cultural roots and identity distorted with 
the frequent interferences and mani¬ 
pulation by India and Pakistan, on the one 
side, and imperialism and Islamic 
militancy, on the other. 

How do we account for this political 
tragedy when we are increasingly obsessed 
with national security issues? Are we 
supposed to stand united in liquidating 
these people? Should we show restraint 
when they are subjected to repression and 
systematic killing? Reports say that more 
than 40,000 people have been killed 
(official figures are much less) during the 
last 10 years in the mutual encounters 
between militants and the Indian army. 
Are we supposed to enlarge the scope of 
mutual extermination by militarising the 
entire region, as Kamad suggests? The 
civil society will have to address this 
question most .seriously. 

To add insult to injury, both India and 
Pakistan braced themselves for a nuclear 
showdown last year with disastrous 
consequences for peace and security in the 
subcontinent. The nuclear hawks in both 
countries argued that the nuclear weapons 
capability would restrain the two countries 
and that there would be mutual respect and 
recognition of each others’ power and 
potentials. In fact, the Kargil conflict has 
easily demolished this myth of deterrence. 
Interestingly, when the Kargil operations 
wefe over, the very same nuclear hawks 
seized the argument that the nuclear 
weapons have greatly restrained the two 
countries from escalating into a major 
war. But they conveniently forget the fact 
that there was no war between 1972 and 
1998, and the nuclear tests have greatly 
enhanced Pakistan's self-confidence in 
undertaking a cross-border operation in 
Kashmir in spite of V ajpayee’s Lahore trip 
and the joint declaration that followed. 
Though it failed to achieve anything in 
Kargil, Pakistan was able to tell the world 
once again its own version of the Kashmir 
struggle. 

The one and only option to end this 
human tragedy and get over the continuing 
di lemma is democratisation of the Kashmir 
society on both sides of the LoC. The most 
urgent task is to win over the people, not 
militarily, as Kamad would suggest, but 
through a series of mature political engage¬ 
ments. This certainly requires statesman¬ 
ship, political honesty and courage. The 
alternatives to this will be frustrating and 
disastrous; we will have to face more 
Kargils, more intrusions, more mutual 
killings and a tragedy of more betrayals. 
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Take an 

HDFC Home Loan 
FOR Tax Benefits 


ON INTEREST PAYMENT 

UPTO Rs. 75,000 P.A. 


Fbr«cf 


1 Loan Amount (Rs.) 

Interest Rate 
(%p.a.) 



Upto 10,000 

12.5 12.5 

10,001-5,00,000 

13.5 13.5 

5.00.001-10,00,000 

13.5 14.5 

10,00,001-15,00,000 

14.5 14.5 

Above 15 1.1CS (Upto 10 yrs.) 

14.5 14.5 

Above 15 lacs (Above 10 yrs.) 

15.0 15.0 


Ratos Inclusive of Interest Tax 
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HDFC drops 
Interest Rate by 1% 
for all new loans 
between 

Rs. 5 lacs - Rs. 10 lacs 


There couldn't hove been o better time to purchase that lovely home 
you always dreomed of, with tax benefits on Home loans where interest 
payment of Rs. 75,000 p.o. (for bon an or after April 1,1999) can get 
you a tax saving upto Rs. 24,750p.c., and additional tax benefits, under 
Sec. 88*. Also, real estate is more affordable now. Above all HDFC's 
intenestrotesonhousingloansarecurtentlyatlheir 18-yearlow! 

So step into HDFC's office today to avail of a wide range of 
Home Loans including Housing Loans, Home Improvement 
Loons and Home Extension Loans, and experience the 
warmth, courtesy and efficiency of the leader in Housing 
Finonce. 


QHDFC 

Read. Office : Mumbai 
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OXFAM HIV/AIDS INTERVENTION 
PROGRAMME IN INDIA 



X _ NATIONAL 

uxtam 

CHARITIES 

BOARD 

Oxfam, a relief and development agency, would like to recruit a team of three personnel to facilitate 
local, State, National and international improvements in the ways in which HIV/AIDS services and prevention 
are developed and coordinated based on learnings and existing work of NGOs and other institutions in 
India. The UK National Lottery Charities Board has kindly agreed to support this 5 year programme. 

Applications are sought for the following three posts: 

(1) Programme Manager - The candidate would ideally have a degree in MBBS or Public Health/MD in 
community health/MA in development with experiences in health sector forum, policy research/health 
policy analysis. S/he will provide overall leadership to the team and management of this work at the local,- 
State and National level. The post requires a minimum of 6-8 years of development experience, preferably 
with NGOs, in developing and coordinating community health initiatives in India, ideally working in the 
field of HIV/AIDS; demonstrated impact in the field of policy analysis and development; good analytical 
and strategic planning skills and understanding of development issues; commitment to social justice; 
team management experience; familiarity with finance; ability to commission and manage research and 
evaluation; ability to provide training and facilitate and strengthen NGOs, CBOs and other existing civil 
society organisations; good administrative and communication skills; sensitivity to tiie inequalities facing 
women and vulnerable groups in society. 

(2) Programme Officer - The candidate should have a degree or diploma in public health/community 
nursing/nutrition /development studies with 3-5 years experience of working with NGOs in coordinating 
health projects in rural/urban areas preferably working in the field of HIV/AIDS; public health research, 
policy research/health policy analysis; demonstrated analytical, conceptual and strategic planning skills; 
the ability to facilitate interaction between different development practitioners at various levels; 
demonstrated ability to work as part of a team and aptitude for project management skills - including 
communication, organisation, training, planning, budgetting and scheduling; ability to interact and build 
rappcrt with NGOs, donors and government personnel; demonstrate sensitivity and commitment to address 
gender and equity issues. 

(3) Project Officer (Finance) - The candidate should be able to manage and undertake the overall 
administration of the team in relation to Finance and Accounts for the HIV/AIDS national programme 
office in line with Oxfam’s requirements in India. The candidate will be expected to have a degree in 
accountancy with or atleast four years of accounts management experience. The candidate should possess 
financial/analytical skills; ability to design, implement and refine office management systems; procedural 
and legal knowledge; training skills; high level of interpersonal skills; demonstrated sensitivity to address 
gender and equity issues. 

The first two posts will require extensive travel. All candidates should possess excellent verbal and written 
communication skills in English and one other major language in India and computer skills. Women candidates 
are especially encouraged to apply. The team will be based in Calcutta. Oxfam offers 5 year contracts for all 
posts with reasonable salary and other benefits to attract competent professionals. Only shortlisted candidates 
will be contacted for Interviews to be held in Calcutta. 

Candidates should submit a detailed covering letter explaining fully from their experience how they meet 
all the criteria listed above not later than IS** October, 1999. Applications should be sent to Oxfam 
(India) Trust, B-3 Geetanjali Enclave, floor. New Delhi-110 017. 
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Dangerous Deficie 

The dependence of Finance Commissions on sophisticated mathematical 
and statistical methods to arrive at their recommendations has led to the 
participatory process of revenue-sharing being devalued. Worse, it has 
brought in its wake obscurity, bordering on opacity, of the rationale of 
the commissions' recommendations. A critical review of the woilc of 
past commissions. 2725 

How Green Karnataka 

Years of neglect and apathy by the government and its agencies have resulted 
in the overall degradation and underdevelopment of natural resources in 
Karnataka. While popular movements can prompt knee-jerk reactions, 
systematic planning is required to protect, conserve and develop the 
environment. A status report on the environment in Karnataka. 2735 

Theme Decline 

Nirad Chaudhuri’s great theme threading through ail his work was 
decline - decline and fall of empire, of social systems and of western 
civilisation under the hooves of his ‘three horsemen’, individualism; 
nationalism and democracy. 2710 


Electoral Dyspepsia 

The extremely poor turn-out of voters 
in Kashmir vividly underlines the fact 
that elections in the state are not serving 
as an effective means of articulating 
the political, social and economic 
aspirations of the (wople. 2703 

While it may be too much to expect 
peaceful polls in Bihar, the current 
polarisation of political forces may 
well turn out to be signiricant, with 
indications of a probable further 
redistribution of power and pelf in 
favour of the backward castes 
and the dalits. 2704 


To What End? 

The recent merger of two 
French banks is just one episode 
in the ongoing rapid concentration 
and transnalionalisation of capital 
which can only have disastrous 
effects. 2713 


No Telling Apart 

The convergence of interests of the 
country’s two major parties is an 
unending affair. It is only those, 
specially belonging to the Left, 
anxious to stress a sharp 
ideological cleavage in the 
behaviour pattern of the two, 
who are having a trying time. 26M 


Unfriendly Change 

The increasing acreage under cash 
crops in the Hindukush Himalayas is 
not only leading to food scarcity and 
icsouice depletion, but decreasing 
agricultural productivity. 2717 


Of Banks and Bills 

Efforts are called for. parallel to 
those taken b) the Reserve Bank to 
deepen the money and government 
securities markets, to promote the 
market for bank-accepted bills as a 
major money market instrument 
to facilitate the financing of 
asset-creating activities. 2696 


Crime Country 

It is not surprising that economic 
enmes have increa.scd manifold 
in Russia since the process of 
liberalisation began. Embezzlement, 
murder, dnig-trafficking and arms 
smuggling are commonplace 
loday. How concerned is the 
government about this and what 
IS being done? . 2715 


Games Rulers Played 

In the early decades of this century 
the princely states of India were much 
less isolated from the changes taking 
place in British India than is commonly 
supposed. Study of the Khilafat 
movement in Hyderabad documents 
another interesting aspect of the 
changing relationships between the 
native rulers and the British. Z74$ 


Tenancy Contracts 

The implications of the interlocking 
of tenancy contracts with other 
markets have been explained 
differently by neoclassicid and 
Marxist economists. An exploration 
into the best approach to explain 
the findings of a. study in a 
sample of viRages in Orissa. 2752 



LETTERS TO EDITOR 


Economic Reform 
Strategy 

INDIA has made notable progress since 
1991 on the path towards macro-economic 
and structural reform. Nevertheless, major 
economic policy challenges lie ahead to 
attain durable progress in social improve¬ 
ments and poverty reduction. It is quite 
warranted that the overall role of an over¬ 
extended and fiscally in.solvenl govern¬ 
ment in the economy is to be reduced with 
orientation towards effective attention 
to its role in poverty reduction Raja 
JChelliah’s implicit .suggestion (‘Eco¬ 
nomic Reform Strategy for the Next 
Decade’, September 4) that it is necessary 
to formulate special policies designed to 
protect poor self-employed persons, even 
though there would be some loss in effi¬ 
ciency, deserves appropriate attention from 
the policy-makers. Chelliah further points 
out that for sustainable higher growth that 
in the coming decade, the decline in the 
ratio of expenditure on human develop¬ 
ment to total government expenditure 
should be reversed. NGOs and in fact the 
entire middle class shou id constantly apply 
pressure on the governments to do what 
is good for the people in the long run. I 
would like to raise the point here that as 
the middle class is currently very involved 
with the ongoing reform process, local 
social workers who can effectively lobby 
with the local political agents for the 
adoption of a reform agenda, which would 
safeguard the interest of the poor, need 
to be encouraged much more by the 
society as a whole. Micro initiatives in this 
direction would result in desirable macro- 
movement. 

It may not be out of context to state that 
while policy prescriptions help to create 
a conducive environment for growth, the 
realisation of growth depends on the 
operational efficiency of the various eco¬ 
nomic agents. Industrial sickness, low 
capacity utilisation, delay in public sector 
project implementation, etc, are killing 
industrial initiatives, as is well evidenced 
by the gap between proposals for and 
realisation of industrial investment. The 
ongoing restructuring in the corporate 
sector, however, will yield operational 
efficiency in the long run. More attention 
should be devoted by the corporate sector, 
duly supported by conducive public policy. 


to improve operational efficiency which 
ultimately helps generate growth and 
employment. In this regard, state policy¬ 
making bodies need to be more economic 
agent friendly in order to accelerate the 
implementation of policy changes. 

T K Chakrabarty 

Mumbai 

Hidden Costs of Debt 

THIS has reference to the article ‘Andhra 
Ih'adesh; The Man and the Times’ by 
K Balagopai (June 26). Normally, in such 
articles, language hides logic and rhetoric 
hides rea.son. This one is an exception to 
a large extent (it could have been shorter 
in length, though) and is indeed a very 
balanced account of the times. 

One aspect of the times, as far as India 
is concerned, is the total lack of concern 
for the mounting external debt. The 
nation’s external debt is close to $ 100 
billion. None .seems to care about the 
burden such a debt imposes on the present 
and future citizenry. Strange a.s it may 
sound to the informed few, politicians 
seem to be happy that they are able to 


borrow from the World Bank! 

Borrowing costs are not limited to in¬ 
terest costs. First, there is the dependency 
syndrome, which leads to the develop¬ 
ment of constituenciesatthe various levels 
of government to keep the borrowing:) 
momentum in full swing, actively sup- ^ 
ported by the multilateral development 
agencies. Second, there is an element of 
uncertainty in regard to whether the loans 
will be available when most needed, with 
the uncertainty increasing in the event of 
any demonstration of national self-reli¬ 
ance in areas unacceptable to the stock¬ 
holders of the lending agencies. Third, 
neither the civil servants negotiating the 
loans nor their political bosses have a 
direct responsibility for loan repayment, 
with the result that there is bound to be 
a relatively high degree of laxity in en¬ 
suring the best and most productive use* 
of the borrowed funds. Fourth, there is 
hardly any evidence to indicate that coun¬ 
tries with heavy indebtedness really can 
ever develop to such an extent that they 
will be free from such indebtedness. 
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Sour Sugar 


S UGAR import from Pakistan has become one of the 
livelier issues in the Lok Sahha elections. Of course, the 
sugar industry has been opposing import of sugar, which was 
put on the OGL and freed from licensing requirements m 
1994, from any source on the ground that domestic production 
is sufficient to meet requirements. This may be true of the 
1998-99 sugar season ending this month, hut it is a fact that 
in the 1997-98 season, which is when imports gathered 
momentum, production was 12-1.*) per cent short of 
consumption. In response to the industry’s lobbying the BJP- 
led government has progressively stepped up the import duty 
on sugar to the present level of 27.5 per cent, though industry 
is now demanding that it be raised to a minimum of 50 per 
cent. Despite the increase in sugar production to 15.4 mn 
tonnes in the season which is just ending and the industry’s 
claim that the I999-2(X)0 season will see a further ri.se to 
16mn tonnes, leaving some margin over estimated 
consumption, there seems to be general agreement that imports 
have helped to keep the free market price of sugar a fifth below 
what it might have been. The sugar industry will claim that it 
is government policy which is to blame for this and there is an 
clement of truth m this. The policy of sequestering 40 per cent 
of production in the form of a ‘levy’ is clearly serving no 
larger public purpose even as it is contributing to higher open 
market prices by withholding supplies from the market while 
also giving rise to a largely purposeless budgetary burden of 
a subsidy on ‘levy’ sugar. 

There is a case undoubtedly for a re vie w of the government’s 
sugar policy, much more than for any second thoughts on the 
policy with regard to sugar import But it is not these issues 
which have caught the fancy of political parties in the election. 
What has is the question of import of sugar from Pakistan, 
more specifically, that such import had continued, allegedly 
even on government account, despite the Kargil conflict. The 
allegation about government import of sugar has been easily 
disposed of with the disclosure that the relatively small import 
worth soine Rs 10.5 crore by the government-owned Projects 
and Equipment Corporation had ceased by February this year. 
However, the linking of sugar import from Pakistan and the 
Kargil conflict by political parties as an important election 
campaign issue does raise some interesting larger questions. 

One of these relates to the evidently irresistible temptation 
of parties and their leaders to stoke hostility to Pakistan as a 
means of mobilising electoral support. What the election 
propaganda of the opponents of the BJP-Ied alliance is 
suggesting is that it was somehow unpatriotic and anti¬ 
national to have continued import of sugar from Pakistan - 
and by implication any sort of economic exchange and trade 


with that country - in the context of the Kargil conflict. The 
facts arc that India was never in a state of war with Pakistan 
and the fighting m Kargil was itself a limited affair both 
geographically and in terms of itsduration. Yet the politicians’ 
knee-jerk response, for which they apparently expect to win 
popular applause, is to put at stake the whole gamut of 
political and economic relations between the two countries, 
tenuous and stilted as they are. Is it any wonderthen, given this 
proclivity of politicians, which is shared in equal measure by 
their counterparts in Pakistan, to use sabre-rattling directed 
acro.ss the border as a trusted method of shoring up their 
domestic political fortunes, (hat the (wo countries have failed 
over half a century to even ensure that ordinary visitors from 
the one to the other arc treated wilhu modicum of decency and 
humanity, not to mention infuse their political and economic 
relations with a measure of simple good sense and rationality? 

Another issue raised by the high-tension campaign about 
sugar import from Pakistan is the attitude reflected in it to 
trade and economic relations among countries sought to be 
propagated by our over-zealous guardians of ‘national interest'. 
According to them, the BJP-led government was guilty of 
‘helping’ Pakistan by allowing sugar to he imported from 
there even as that country was engaged in hostile military 
operations in the Kargil region. Notwithstanding as much the 
accumulated wisdom of economic .science as the everyday 
experience of common people, politicians continue to suffer 
from a mental block in acknowledging the contribution of 
imports to national well-being by making available new, 
better or cheaper goods and ways of doing things. In the 
iclatively simple case of our sugar imports, from Pakistan and 
elsewhere, wc have been in fact helping only ourselves to 
keep the price in the domestic market of an essential item of 
mass consumption significantly lower than it would otherwise 
have been. But no matter, every move in the direction of 
making imports cheaper and more readily available has to be 
forcibly extracted, like a sore tooth. 

A final lesson of the angry exchanges going on over the 
allegedly less than patriotic sugar imports is how smooth, 
imperceptible almost, is the interchange of ideological caps 
among our parties and politicians. It is the champions of secu¬ 
larism and votaries of good-neighbourliness who we now find 
pillorying the BJPand iu prime minister for being soft towards 
Pakistan and who are now hell-bent on ensuring that the Indian 
external affairs minister does not engage in talks of any sort with 
his Pakistani counterpart when they are together at the S AARC 
foreign ministers' meeting in New York towards the end of this 
month. If ideology is rapidly being rendered aless than respectable 
entity, does one need to look very hard where the blame lies? 
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UTTAR PRADESH 

Shifting Loyalties 

THE shift in the Muslim vote away from 
the Samajwadi Party (SP) towards the 
Congress, leading to a revival of the 
Congress in the slate, has been the most 
discussed aspect of the Lok Sabha elec¬ 
tions in UP. Yet the impact of this ex¬ 
pected shift in the minority vote in under¬ 
mining the poll prospects of the Congress’ s 
main adversary, the Bharatiya Janata Party 
(BJP), for whom UP continues to be a 
crucial state from the standpoint of its 
return to power at the centre, remains 
uncertain. 

The Muslim vote, which plays a deter¬ 
mining role in some 22 Lx>k Sabha con¬ 
stituencies of UP, is in all probability 
going to get split between the SP, the 
Congress and the Bahujan Samaj Party 
(BSP) to varying degrees. The BJP which 
has hardly any support among the Mus¬ 
lims is not directly affected by this develop¬ 
ment. In fact what the poll scene in UP 
shows is that the war for the Muslim vote 
has hotted up among the three non-BJP 
contestants, with the BSP. to the chagrin 
of the Congress, making an equally strong 
bid for the Muslim vote. Though largely 
seen as a party of the dalits, the BSP too 
has cultivated a Muslim constituency in 
UP as part of its ‘bahujan* strategy since 
the 1980s and, gauging the mood of 
Muslim voters, has put up maximum 
number of Muslim candidates among all 
the parties in the state in the present elec¬ 
tions. The BSP hopes to swing the poll 
outcome in its favour through a dalit- 
Muslim combine in quite a few constitu¬ 
encies where the Muslims and the dalits 
each constitute some 20 per cent of the 
population. On the other hand, the Con¬ 
gress is banking heavily on the return of 
the Muslims to its fold for its rejuvenation 
in the state. But in the absence of a sig- 
niftcant shift in upper caste and dalit votes 
in its favour, the Congress’s gain in terms 
of votes may fail to be converted into seats 
won. 

Nevertheless the drift of the Muslims 
away from the SP has unsettledlhat party’s 
calculations to such an extent that even 
patty chief Mulayam Singh Yadav is 
unsure of retaining his Sambhal seat, where 
there is a large presence of Muslims, and 
is therefcHC contesting also from Kannauj 
with a predominantly non-Muslim elec¬ 
torate. With the BJP refusing the 
Fartukhabad Lok Sabha ticket to Kalyan 
Singh’s protege Sachhidananda Sakshi 
Maharaj, belonging to the lodh commu¬ 
nity, the SPisengaged in building a tenuous 


yadav-lodh alliance with Sakshi Mahataj’s 
help which, given the 3 per cent popula¬ 
tion of the iodhs in the state, may not help 
much to reinforce the SP’s weakened 
yadav-Muslim axis. In the end the four- 
comered contests may to an extent bail out 
the BJP which is otherwise severely 
undermined by factional inOghting in the 
context of voting patterns largely deter¬ 
mined by caste and community loyalties. 

PETROLEUM PRICES 

Putting Off the Day of 
Reckoning 

THE oil pool account is in deficit once 
again, to the tune of Rs S,(X)0 crorc or 
more, going by news reports. 'This is a sign 
of multiple malaise - in the oil economy, 
in fiscal management and in the commit¬ 
ment of the political class to sustaining 
reform. It wasiircsponsibleof the Vajpayee 
government not to have raised retail pe¬ 
troleum product prices after international 
oil prices began their upward march in 
February this year. Now, the country will 
have to wait till the third week of October, 
at least, for a new government at the centre 
to muster the political courage to raise 
product prices to cover the cost price as 
well as the deficit in the pool account. 

Till September 1997, when the United 
Front government mustered the courage 
to begin dismantling the administered 
pricing mechanism (APM) for petroleum 
products, these prices were caught up in 
a web of cross-subsidies and normative 
pricing that killed efBciency in the oil 
economy and raised the economy’s energy 
costs. Refined products were sold at retail 
prices fixed by the government. Oil refin¬ 
eries were to be paid normative prices that 
were meant to cover the cost of produc¬ 
tion, transportation and storage, including 
a 12per cent rate of return on capital. The 
difference between the sale receipts and 
the normative revenues of the oil compa¬ 
nies, if positive, accumulated in the oil 
pool account, and, if negative, flowed out 
of the pool account to the oil companies. 
If the pool account did not have funds, it 
went into deficit and owed the oil com¬ 
panies to the extent of the deficit. The pool 
account was obliged to pay the oil com¬ 
panies interest on these dues. Sinceadeficit 
could not be sustained indefinitely, the 
government would raise retail priefes to a 
level that would wipe out accumulated 
dues including interest charges. Often, 
political timidity would prevent the govern¬ 
ment from raising retail prices and the 
pool account deficit would balloon. This 
happened in the final months of the 


NarasimluRao government and the United 
Front government inherited a huge pool 
account deficit. Oil prices remained high 
in 1996 and 1997 and the UF government 
estimated that the pool account had run 
up a deffeit of Rs 18,000 crore when U 
decided to implement long-stiuiding re^ 
commendations to dismantle the APM. 

Getting politics out of the pricing of 
imported energy was not the only benefit 
of dismantling the APM. Under the APM. 
the refineries had no incentive to cut costs 
and had every incentive to boost costs. 
Insufficient port capacity to handle im¬ 
ports resulted in killer demurrage pay¬ 
ments but these turned no hair at the Indian 
oil majors because these costs were a pass 
through. The APM discriminated against 
depreciated, older refineries and encour¬ 
aged newer refineries to pad costs. Regu¬ 
lated marketing at fixed prices meant that 
refineries had no incentive to improve 
quality either. Gross price differentials 
Ixtwecn similar distillates led to large- 
scale adulteration of fuels, contributing to 
greater engine wear and tear, pollution and 
low fuel efficiency. In a situation where 
refineries compete to sell products, they 
would cut costs, offer the best possible 
price and quality. But for diat to happen, 
the APM had to be dismantled. The APM 
could not be dismantled so long as the oil 
pool account owed the oil companies 
money - the government could not spare 
budgetuy resources to pay off the oil 
companies’ dues before setting them free 
to compete amongst themselves on price 
and quality. 

An inefficient oil economy is not the 
only consequence of the APM and atten¬ 
dant oil pool account deficiLs. There is a 
macro-economic problem as well, similar 
to that of a widening fiscal deficit. In 
combination with a revenue account defi¬ 
cit, a gross fiscal deficit signifies that the 
government is cornering credit that should 
go to finance production and utilising it 
to finance consumption. When the govern¬ 
ment and the private sector compete for 
loanable resources, interest rates go up. 
When the government thus appropriates 
a larger share of total savings than the 
private sector is willing to .surrender to it. 
inflation and worsening of the current 
account deficit result. 'This destabilising 
effect of government borrowings stems 
from not just the gross fiscal deficit of the 
centre c»' the comlnned deficit of the centre 
and the states,.but from the gross public 
sector borrowing. This measure includes, 
apart from the combined deffeit of the 
centre and the states, borrowings by public 
sector undertakings and off-budgM bor¬ 
rowings such as the oil poolaccoont deficit. 
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When the oil companies do not get their 
dues from the pool account, they borrow 
from the market, diverting a large chunk 
of credit to finance an irrational subsidy, 
exactly as the fiscal deficit does. Any way 
you looked at it, the APM had to be 
dismantled. 

The UF government set off the APM 
dismantlement, with a bit of Hnancial 
engineering. It bought over the oil com¬ 
panies’ dues from the oil pool account. 
Henceforth the refineries would receive 
import parity prices for the products they 
sold. But retail prices would still reflect 
the government's intention to subsidise 
certain classes of consumers and the 
government budget would bear the sub¬ 
sidy burden, raising the needed resources 
from oil taxes. Where did the government 
get the money to buy up the oil companies' 
dues from the pool account? It issued 
special oil bonds. Who subscribed to the 
Ixmds? The oil companies themselves. 
The bonds would be redeemed from future 
inflows into the pool account, as the new, 
higher retail prices raked in a surplus. 
Retail prices would be adjusted every 
month, to preclude any possibility of a 
fresh deficit building up and to maintain 
a positive inflow into tlw pool account till 
the oil bonds could be r^emed in full. 
Once the oil bonds are redeemed, there is 
no further need for administered prices 
and full market pricing could be re.sorted to. 

Differential pricing of petro-producLs 
could be retained through differential 
taxation of the products, but this would 
affect consumption patterns without de¬ 
priving the oil companies of an incentive 
to cut costs. Now, this piece of financial 
engineering left the gross public sector 
borrowing requirement unchanged, but the 
oil companies now had an incentive to cut 
refining costs: their sale price would be 
fixed at import parity, and if they could 
increase the refining margin, they could 
boost profits. However, full-fledged com¬ 
petition and cost cutting in all segments 
of transportation, storage, refining and 
marketing awaits the final redemption of 
the oil bonds and freeing of petro prices 
from administrative control. 

However, after December 1997oi I prices 
began a steady decline that continued till 
Febniary 1999 when, at $10 a barrel for 
crude, they were,«n real terms, below the 
pre-1973 oil shiKk levels. This was a 
bonanza, since the government did not 
reduce retail prices anywhere near in 
proportion to the fall in international prices. 
Funds flowed into the oil pool account and 
the government has redeemed ail save 
Rs 400 crore of the original Rs I3,000crore 
worth of oil bonds issued. (The estimated 


deficit of Rs I8,(XX) crore reduced to 
Rs 13,000. crore because of the fall in 
crude prices). This made it possible forthe 
government to advance the date of freeing 
oil prices from administrative control. 

But the government's luck did not hold 
for long, and since February this year oil 
prices have more than doubled till date. 
It was crucial to raise domestic retail prices 
to ensure that they did not fall below costs, 
for the APM dismantling process to pro¬ 
ceed apace. But political chicken-hearts 
in the government reneged on the policy 
commitment. Retail petro product prices 
are below import parity and the pool 
account is accumulating (resh dues to the 
oil companies. To undo the damage, fu¬ 
ture hikes in petro prices will have to be 
that much steeper than what is needed to 
attain parity. This shows the BJP’s 
commitment to reform in a poor light, 
especially when compared to the less bom¬ 
bastic United Front government' s wil ling- 
ness to push through politically unpalat¬ 
able deci.sions in the larger intere.st of the 
economy. 

POLITICS 

The Caste Card 

A correspondent writes: 

EVERY time elections are held in India, 
caste divisions, superstitious beliefs and 
all the regressive trends that keep the 
country backward are reintroduced and 
reinforced by the leaders of different 
political parties. While the traditional 
religious animosities that divide our so¬ 
ciety are somewhat kept at bay during 
elections because of the ban on religion- 
based campaigns by the Election Com¬ 
mission, no such check is to be noticed 
in places where castes are equally matched 
and contests arc held purely on caste lines. 

What is further revealing is that while 
the national political parties may not be 
identified with particular castes at the all- 
India or even the state level, their candi¬ 
dates play the caste-card in their constitu¬ 
encies by appealing to their respective 
caste sentiments. In the election campaign, 
the political differences between the con¬ 
testing parties which are represented by 
their nominees are glossed over, and ca.ste 
loyalty is made the sole criterion for elect¬ 
ing the candidate. As a result, we find 
candidates of the same party appealing to 
one caste in a certain constituency, and 
a different one iti another. In the national 
capita], for instance, during the present 
elation, in one part of the city a BJP 
candidate(aformerchief minister ofDelhi) 
was trying to rally all the followers of his 


jat caste asking them to forget their po 
litical differences and vote for him as t 
jat candidate since he alone would be abk 
to further their interests as a caste. It 
another constituency at the same time hi: 
party comrade was found appealing tc 
members of the rajput caste to vote for hin 
to enable him to repre.scnt them and addres! 
grievances that may be specific only to thi 
rajputs. Even the national leaders of these 
parties, when visiting the constituenciei 
of their candidates, take care to appeal tc 
ca.stc .sentiments. Thus, during the last 
assembly elections in Raja.sthan Congress 
leaders woiKd the jats by promising them 
reservations in jobs. This time, during his 
election visit to Rajasthan, prime minisstei 
Vajpayee al.sn promised reservations foi 
jats in a bid to win over this influential 
vote-bank. The phenomenon is ncH pecul¬ 
iar to the north. In Bellary in Karnataka 
both the Congre.ss and the B J P have worked 
hard on the divisions between the vokkaligi 
and the lingayat castes in order to garnei 
votes lor their respective candidates, Sonis 
Gandhi and Sushma Swaraj. 

While the age-old caste divisions in 
society lend to get ossified by such ap¬ 
peals to caste loyalties during electior 
campaigns, traditional superstitious be¬ 
liefs arc revived thniugh other means b) 
candidates. Astrologers are wooed b) 
leaders of almost all the parties. The can¬ 
didates wait for the right auspicious houi 
to flic nomination papers. 'Yagnas' an 
held to propitiate the gods to help then 
win thceiections. Vi.siis to religious shrine! 
and local godmen to seek their blessing: 
are a must for candidates during cam¬ 
paigns in their constituencies. Some ever 
play on the superstitious beliefs of the 
electorate to win their votes. According 
to a newspaper report, in one couslitu- 
cncy, a BJP candidate had been propagat¬ 
ing against the Congress and its leadei 
Sonia Gandhi by exploiting a belief cur¬ 
rent among the tribals there that a w'-dow 
is a bad omen for both the family and the 
country. 

Such acts may not fall under the axe ol 
the hy per-acti ve Election Commission, bui 
they do legitimise irrational beliefs and 
practices that are the bane of our society, 
and are in contravention of the fundamen¬ 
tal duty, as laid down by our Coastitution. 
to “develop the scientific temper, human¬ 
ism and the spirit of inquiry and reform’’ 
Should not the Election Commission inter¬ 
vene to .stop campaigns that appeal tc 
sentiments of castcist chauvinism or su¬ 
perstitious beliefs, which are as divisive 
and retrograde as campaigns based or 
religious appeal that are banned by tht 
commission? 
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CURRENT STATISTICS EPV^ Research Foundation 

FII invcsiniftil folli)Wi:(l by nei disinvcitincnl 'a book proHls (and in response lo nie in shott-lerm US inlerest rates) have begun to donunaie share price behaviour. With 
gross I'll puicliases of R$ 4,.f 11 crore and net purchases of R.s l,.S04 crore in July, (he Senses shot up from 4145 in early July to 4603 towards (he end of the month. 
With lower gross purchases of Rs 2.714 crore (and net sale of Ks 122 crore) the index has gyrated and once even dipped to a low of 4488 in August. The index has 
again receded Irom a peak of 4906 lo 4641 following Fils' profil-laking in September. 

Macroeconomic Indicators 


Variation (Per Cent): Point-to-Point 


Index Numbers of TVholcaale 

Prices (1981-82= 100) 

Weighls 

Sepi 4. 
1999 

Over 

Month 

Over 12 Months Fiscal Year So Far 
Latest Previous 1999-2000 1998-99 

1998-99 

1997-98 

1996-97 

1995-96 

All Commodities 

100.00 

363.3 

1.4 

1.9 

8.3 

2.6 

5.7 

5.0 

5.3 

6.9 

5.0 

Primary Anicles 

.32.30 

396 0 

3.0 

2.1 

1.5.1 

4.2 

II.S 

9.3 

5.5 

7.0 

5.4 

FchkI Articles 

17.39 

469 3 

3.3 

3.2 

17.8 

■ 6.9 

1.5.7 

11.7 

4.0 

9.6 

9.8 

Non-Fosxl Amcles 

10.08 

377 1 

2.3 

-1.2 

1.3.1 

-1.5 

7.0 

7.5 

8.5 

3.5 

-1.9 

Fuel. Power, Light and Lubricants 

10.66 

401.8 

1.2 

5.8 

25 

5.9 

-I.l 

-1.2 

11.4 

16.9 

3.7 

Manufactured l^oducts 

57 (M 

3.37 6 

04 

LO 

55 

09 

3.7 

.3.8 

40 

4.9 

5.0 

Food ProducLs 

10 14 

348.0 

20 

-3.1 

10 6 

1.8 

10.2 

4.9 

55 

14.1 

-0.7 

Fixxl Index (computed) 

All Commodities (weekly average basis) 

27.53 

4177 

i 7 

1.4 

14.5 

3.6 

11.8 

9.5 

4.5 

11.1 

6.3 

(April 3-Scpl 4, 19W) 

100.00 

357.4 

02 

4.8 

5.8 

2.8 

7.3 

6.9 

4.8 

6.4 

7.8 


Cost of Uvtng Indices 

Latest 

Month 



Variation (Per CenO: Point-to-Pniiit 



Over 

Month 

Over 12 Months 
I.atcM Previous 

Fiscal Year .So Far 1998-99 1997-98 1996-97 1995-96 
1999-2000 1998-99 

1994-95 

Indu.sirial Workers (1982=1001 

420.0" 

0,2 

5 3 12.4 

1 4 

5.0 




Urban Non-Man F.mp (I984-X5:=l()0) 

3500’ 

1 2 

4 2 13.1 

2.9 

77 




Agri Lab (I986-87=I(X)) (Link l.u.Tor 5 89) .304 O' 

1.0 

5.2 10.7 

2.7 

6 3 



mm 

Money and Banking (Ks cnire) 




Vanation 





August 27. 



Fiscal Year .So Far 





1999 

Over Miiiilh 

Over Year 

1999-2(8)0 

1998-99 

1998 99 

1997-98 

1996-97 


Money Supply (Ms) 

1027484® 

10468(1 0) 

149047(17,0) 

55280(5.7) 

57105(7.0) 

1.50872(18.4) 

119484(17.0) 

97841(16.2) 

Cuireiicy with Public 

176673 

69 neg 

26840(17,9) 

7291(4.3) 

4255(2.9) 

2.3804(16.4) 

1.3491(10.2) 

13829(11.7) 

Deposit with Banks 

846280® 

10706(1.3) 

122371(16,9) 

47279(5.9) 

51696(7.7) 

126788(18.9) 

105647(18 6) 

84162(17.5) 

Net Bank Credit lo Govt 

419643 

926(0 2) 

.547.58(15.0) 

32491(8.4) 

34287(10.4) 

.56.5.54(17.1) 

41979(14,5) 

30840(12.0) 

Bunk Credit lo CiHiiml .Sector 

497212 

2704(0.5) 

63712(14.7) 

6848(1.4) 

190 neg 

570.54(13.2) 

.5700.3(1.5.1) 

316.59(9.2) 

Net Foreign Hxchangr Assets 

169986 

-■I298(-0 8) 

26145(18.2) 

5624(3 4) 

5747(4 2) 

26268(19.0) 

.32597(30 9) 

233.56(28.4) 

Reserve Mnicv (.Sept 3) 

263686 

1613(0.6) 

31.501(1.3.6) 

431.5(1.7) 

578.3(2.6) 

32%9(14.6) 

26417(13 2) 

5527(2.8) 

Net RBI Credit to Criilrc $ 

151352 

470(0 3) 

8576(6.0) 

59.3.5(4.1) 

9160(6.9) 

11801(8.8) 

12914(10.7) 

19,34(1.6) 

RBI Credit lo Bks/Coniin Sector 

27333 

-L55(X .5.4) 

8980(48.9) 

1846(7.2) 

.3072(20.1) 

10206(66.8) 

2028(15.3) 

-L5.5.S7(-54 0) 

•Scheduled Commercial Ranks (Aug 27) 









Dcpo.sils 

7.50892@ 

6929(0.9) 

105026(16.3) 

,36867(5 2) 

47381(7.9) 

115.540(19.3) 

92886(18 4) 

71780(16.5) 

Advances 

374582 

13.38(0,4) 

.50985( 15.8) 

.574.5(1 6) 

-^8I(-0.I) 

447.59(13.8) 

4.5677(16.4) 

24387(9 6) 

Non-Fixid Advances 

352894 

1709(0 5) 

45994(15.0) 

87.3(0 2) 

-4694(-L5) 

40427(13.0) 

40790(15 1) 

26.580(10.9) 

Investments (for SLR purposes) 

287272 

4262(1 5) 

41622(16.9) 

.32677(12.8) 

26945(12 3) 

3.5890(16.4) 

28192(14 8) 

2.5731(15.6) 

Commercial Invesimenis and 









bills rcdiscouiiled with FIs 

53973 

983(1,9) 

14.373(36.3) 

,531.5(10.9) 

7587(23 7) 

1664.5(.52 0) 

12472(63 1) 

4168(27.1) 

¥ includes Ks 17.945 crore on occnuiil of prixeeds Irom Kills since August 28, 1998, excluding them (he year-on-year and 

the 1998-99 fiscal year growth of money .sufgily 


wiuldhr 14.9 per cent and 15 6pcrccnl. respectively Likewise, biuik deposits wnliivjl R!Bs grew by 13.5 percent and l.5..5|icrccnt,respectively.$after Unsure of govemnicnt accounts 


Index Numiieni tif Industrial 


June Fiscal Year So For 


Full Fiscal Year Averages 


Production (199.3-94=100) 

Weights 

1999 1999-2000 

1998-99 

1998-99 1997-98 

1996-97 1995-96 

1994-95 

General Index 

1(8)00 

144 6 145.4(5 6) 137 7(4.5) 

142 8(3 8) 1.37.6(6 6) 

129.0(5.5) )22..3(12.8) 

108 4(8.4) 

Mining and Quiinying 

1047 

115 2 ll.5.7(-0 6) 1l6.4(-0.3) 

I20..3(-I 7) 122.4(5.9) 

ll5.6(-2.0) 117.9(9 6) 

107,6(7.6) 

Maiiufacluruig 

79 36 

149,0 149 5(6.5) 140.4(4.2) 

146.3(4 1) 140 6(6 7) 

131.8(6 7) I2.3..5(I3.8) 

108.5(.(.5) 

F-leclnciiy 

10 17 

140.6 143 6(4.1) 1.38 0(10.2) 

1.38.4(6.5) 1,30.0(6.6) 

12L9(.3.9) 117.3(8.1) 

108.5(8.5) 



.Sept 17. Month 

l| in 1 IMI 1II 1 — 

End of Fiscal Year 

Capital Market 


1999 Ago 

Ago Trough Peak Trough 

Peak 

1998-99 1997-98 

19%-97 

BSE .Sensitive Index (1978-79 

=100) 

4618(48.0) 4621 

3I2U-20.5) 3245 4906 278.3 

4281 

3740(-3.9) 3893(15.8) 

3361 (-0.2) 

B.SE-100 (1983-84=1(8)) 


2I07(.52 4) 2072 

1383(-I9.I) 1409 2198 1242 

1890 

1651 (-2.7) 1697(15.9) 

1464{-.<.3) 

HSE-2(8) (1989-90=100) 


488(52.9) 477 

.319(-I6.7) 322 504 289 

429 

380(0.8) 377(14.9) 

328(-5.0) 

S and P CNX-50 (Nov 3, 1995=1000) 

1.360(49.4) 1323 

910{-198) 9.31 142.3 812 

1213 

l078(-3.5) 1117(15 4) 

968 

Skindia GDK Index (Jan 2. 199.5=1000) 

870(33 6) 864 

651 581 980 515 

1015 

6.5.3(-.30.5) 940(1.1) 

9.30(-4.4) 

Korcign Trade 

July 

Fiscal Year So Far 

Full Fiscal Year 




1999 

1999-2000 

1998-99 

1998-99 

1997-98 1996-97 

1995-96 

Exports: Rs crore 

1.3209 

47467(8 5) 

1.3767(6 4) 

141604(8.8) 

130101(9.5) 118817(11.7) 

106353(28.6) 

US $ mil 

3052 

11042(4.0) 

IOfiI4(-7.7) 

.3.36l3(-3.9) 

,34976(4.5) 33470(5.3) 

31797(20.8) 

Imports. Ks crore 

1.5485 

60488(5.4) 

.57.388(18.0) 

176099(14.2) 

154176(11.0) 138920(1.3.2) 

122678(36.3) 

US $ mn 

3577 

14072(1 0) 

1.39.32(2.6) 

41802(0.9) 

41449(5.9) .391.32(6.7) 

.36678(28.0) 

Niui-POL US $ mn 

2849 

11313(-66) 

12108(1X6) 

35928(10..3) 

.32.526(11.9) 290%(-0.2) 

29152(28.3) 

Balance of Trade: Ks crore 

-2276 

-13021 

-13622 

-34495 

-24076 

-20102 

-16325 

US $ mn 

-526 

-.3030 

-3318 

-8188 

-6472 

-5663 

-4881 


Sepi 10. 

Sept II. March.3l, 


Variation Over 



Foreign Exchange 

1999 

i998 1999 


Fi-scal Year So Far 

1998-99 1997-98 19%-97 1995-96 1994-95 

Reserves (excluding gold) 



Ago Ago 

1999-2000 1998-99 




Rs crore 

132045 

11095.3 125446 

-959 21092 

■SSHKSS 

22935 22137 21649 -7302 18402 

US $ mn 


26107 29530 

-214 4220 


3554 3607 5243 -3690 5640 


Nous (i) .Superscript numeral denotes month lo which figure relates, e g, superscript 6 stands for June; (ii) Figures in brackets are percentage variations over the specified or 
over the i oiii|iarable period of the previous year, neg negligible 
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Index of Industrial Production (Base 1993-94=100) 


Major Groups 

Weight 


Quaiterly Variation 



1998-99 1997-98 1996-97 1995-96 


(Per Cent) 

Apr 99 

Jan 99 

Oct 98 

Jul 98 

Apr 98 

Jan 98 








Jun99 

Mar 99 

Dec 98 

Sep 98 

Jun9g 

Mar 98 





General index 

100.000 

145.4 

1.53.8 

143.4 

137.5 

137.7 

146.8 

14.3.1 

137.6 

129.0 

122.3 




(5.6) 

(4.7) 

(3.2) 

(3.5) 

(4.4) 

(6.3) 

(4.0) 

(6.6) 

(5.5) 

(12.7) 

Mining and quarrying 

10.473 

115.7 

127.9 

122.7 

114.0 

116.4 

134.0 

120.3 

122.4 

115.6 

117.9 



79.358 

(-0.6) 

(-4.6) 

(-1.4) 

(-0.5) 

(-0.3) 

(7.0) 

(-1.8) 

(5.9) 

(-1.9) 

(9.5) 

Manufacturing 

149.5 

158.3 

I47.I 

141.1 

140.4 

149.7 

146.7 

140.6 

I3I.8 

123.5 



10.169 

(6.5) 

(5.7) 

(3.5) 

(3.9) 

(4 3) 

(5.9) 

(4.4) 

(6.7) 

(6.7) 

(13.8) 

Electricity 

143.6 

145.6 

135.6 

134.3 

138.0 

137,8 

138.4 

130.0 

121.9 

117.3 




(4 1) 

(5 6) 

(5.4) 

(4.6) 

(10,2) 

(8.6) 

(6.4) 

(6.7) 

(3.9) 

(8.1) 

Use-based Classification 

Basic goods 

35.512 

135.1 

141 1 

134 4 

130.3 

131.4 

140.6 

134.3 

132.4 

124.3 

1206 




(2.8) 

(0.3) 

(0 7) 

(1.4) 

(3.5) 

(6.0) 

(1.5) 

(6.5) 

(3.0) 

(10 7) 

Capital goods 

9.687 

143.4 

160 6 

143.0 

137.3 

130.0 

138.3 

142.7 

126.6 

120.2 

IIO.O 




(10.3) 

(16.1) 

(12.1) 

(12.8) 

(9.4) 

(17) 

(12.7) 

(5.3) 

(9.3) 

(4.1) 

Intermediate goods 

26.439 

163.7 

1.59 4 

157.0 

154.2 

150.0 

147 7 

155.1 

146.5 

135.5 

125.4 




(9.1) 

(7,9) 

(4.4) 

(5.9) 

(5.4) 

(5.5) 

(5 9) 

(8.1) 

(8 1) 

(19 1) 

Consumer goods 

28 362 

141.8 

162 2 

142.0 

131.2 

1.36.7 

156.7 

143.0 

139.6 

132.1 

125.6 




(3.8) 

(3.5) 

(2.3) 

(0.6) 

(3 1) 

(8.6) 

(2.4) 

(5.7) 

(5.2) 

(12.4) 

Consumer durables 

5.115 

179.3 

194.1 

177.3 

163.0 

155 9 

181.5 

172.6 

164.9 

153.0 

146.2 




(15.0) 

(7.0) 

(7.3) 

(1.1) 

(2 7) 

(10.7) 

(4.7) 

(7.8) 

(4.6) 

(25.8) 

Consumer non-durables 

23.237 

1.33.6 

155 2 

1.34.3 

124.2 

1.32.4 

151.2 

1.36.5 

1.34.1 

127.5 

121.1 




(0 9) 

(2.6) 

(0.9) 

(0.5) 

(3.1) 

(8.0) 

(1.8) 

(5 1) 

(5.3) 

(9.3) 

Manufacturing Industries: 

Two-Digit l,evel 
(NIC-87) 

20-21 

Food products 

9 083 

122.5 

177.9 

134.9 

101.0 

124 5 

174 9 

1.34.6 

1.34.1 

134.2 

129.8 




(-1.6) 

(1 7) 

(6.8) 

(-0.4) 

(-7.0) 

(3.4) 

^)3) 

(-0.1) 

(3 4) 

(6 8) 

22 

Beverages, tobacco and 

2.382 

190,9 

186 9 

174.6 

179.8 

173.1 

170.6 

178.6 

158.1 

132 4 

116.7 


related products 


(10.3) 

(9 6) 

(8.4) 

(14 9) 

(20.1) 

(25 2) 

(13 0) 

(19,3) 

(13.5) 

(13.3) 

23 

Cotton textiles 

5.518 

119 6 

1177 

115.1 

115.1 

115 6 

118 5 

115.9 

125.6 

122 7 

109.5 




(3.5) 

(-0 6) 

(-9.7) 

(-11.3) 

(-8 8) 

(-6 6) 

(-7.7) 

(2.3) 

(12.0) 

(10.6) 

24 

Wool, silk and man-made 

2 2.58 

195 9 

188 2 

173.9 

177.8 

167.3 

167.9 

176.8 

171 8 

145 I 

131.3 


fibre textiles (except cotton) 


(17.1) 

(12 1) 

(-7.8) 

(0 8) 

(8.4) 

(9.8) 

(2.9) 

(18.4) 

(10.5) 

(14.7) 

25 

Jute and other vegetable 

0.590 

95.0 

100 2 

113.3 

108.2 

104.1 

115.9 

106.5 

113.5 

98.0 

102.4 


fibre textiles 


(-8.7) 

(-I3..5) 

(-4.7) 

(-4.9) 

(-1.4) 

(4.8) 

(-6.2) 

(15.8) 

(-4.3) 

(.5.8) 

26 

Textile products 

2 .537 

157.8 

1.52 4 

153.8 

149.8 

1.56.3 

1.56 2 

153.1 

1.58,7 

146 3 

133 7 


(inci wearing apparel) 


(1.0) 

(-2,5) 

(-7.3) 

(-8.2) 

(4 5) 

(8.0) 

(-3.5) 

(8.5) 

19.5) 

(35.7) 

27 

Wood and wood products: 

2 701 

110.2 

1129 

117.0 

121.8 

132.8 

132.1 

121.1 

128 5 

131.9 

123.2 


furnitures and fixtures 


(-17.1) 

(-14.5) 

(-0.8) 

(-0.2) 

(-6 3) 

(-1 0) 

(-5.7) 

(-2.6) 

(7 0) 

(24 0) 

28 

Paper and paper products 
and pnnting and publising 

2.652 

181.4 

177 9 

180.7 

165.5 

155 4 

1.54 1 

169 9 

146 4 

136.9 

125.5 


and allied industries 


(16.7) 

(15.4) 

(18,7) 

(16.8) 

(13.2) 

(116) 

(16.1) 

(6,9) 

(9 1) 

(15.6) 

29 

Leather, and leather and 

1.139 

1168 

123.1 

123 5 

118.8 

II4.I 

110 2 

119.9 

110.8 

108 4 

99.1 


fur products 


(2.4) 

(117) 

(11.0) 

(5.4) 

(4.4) 

(0 6) 

(8 1) 

(2.2) 

(9 4) 

(14 2) 

.30 

Basic Chemicals and chemical 

14.002 

159.2 

156 0 

149 4 

148.5 

145.4 

145 2 

149 8 

140 5 

122 8 

in.2 


products (except products 
of petroleum and coal) 


(9.5) 

(7 5) 

(4.3) 

(2.8) 

(12.7) 

(14 4) 

(6.7) 

(14.4) 

(4.7) 

(11.3) 

31 

Rubber, plastic, petroleum 

5.728 

146.6 

146 0 

139.5 

139 5 

129,7 

129.3 

138.7 

124.6 

118.4 

116.1 


and coal products 


(1.3.1) 

(12.9) 

(10.7) 

(15.2) 

(6.3) 

(8 7) 

(11.3) 

(5.2) 

(2.0) 

(7.8) 

32 

Non-metallic mineral products 

4.397 

194.9 

192.0 

184.3 

159.6 

163 0 

167.4 

174.7 

161.4 

141.9 

131.7 



(19 6) 

(14.7) 

(7.1) 

(5.5) 

(5 2) 

(10 1) 

(8.2) 

(13.8) 

(7 7) 

(21.9) 

33 

Basic metal and alloys industries 

7.453 

1.34.2 

142.6 

138.4 

140.3 

136.6 

148,7 

139.5 

143.3 

139 8 

131.0 




(-1.8) 

(-4.1) 

(-5.1) 

(-0.9) 

(-0 3) 

(0 8) 

(-2.7) 

(2.4) 

16.7) 

(15.8) 

34 

Metal products and parts 

2.810 

132.4 

146.1 

143.2 

I4I.2 

137.2 

137.9 

141,9 

120.2 

1110 

100.6 


' except machinery and equipment 


(-3.5) 

(5.9) 

tIS.l) 

(30.4) 

(21.1) 

(21.1) 

(18.1) 

(8.2) 

(10.3) 

(-3.8) 

35-36 Machinery and equipment other 

9.565 

167.4 

176.3 

155.0 

141.6 

1.33.1 

1.58.1 

151 5 

148.3 

141.7 

134.7 


than transport equipment 


(25.7) 

(11 .5) 

(0.6) 

(-3.5) 

(-1.0) 

(2 1) 

(2 1) 

(4.7) 

(5.2) 

(19.5) 

37 

Transport equipment and parts 

3.984 

170 4 

179 6 

171 8 

186 6 

173.1 

165 4 

177.8 

1.53 5 

149,9 

132 8 




(-1.-5) 

(8,6) 

(15.5) 

(20.9) 

(19.1) 

(-0.6) 

(159) 

(2.3) 

(12 9) 

(17.4) 

38 

Other manufacturing industries 

2.559 

97.4 

126.6 

121.4 

134.9 

130.9 

I26.t 

128.5 

120.4 

123.8 

117.7 




(-25.6) 

(0.4) 

(.5.1) 

(15.2) 

(6.4) 

(-3.8) 

(6.7) 

(-2.7) 

(5.2) 

(13.2) 

Manufacturing (Total) 

79.358 

149 5 

158.3 

147.1 

141.1 

140.4 

149.7 

146 7 

140.6 

131 8 

123.5 




(6.5) 

(5.7) 

(3.5) 

(3.9) 

(4.3) 

(5 9) 

(4 4) 

(6 7) 

(6.7) 

(1.3.8) 


Note: Figures wiihin brackets are percentage variation over the corresponding period of (he previous year. 
Source. Central Statistical Organisation. 
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COMPANIES 

rrc 

Up the Value Chain 

CIGARETTE major ITC fared well in 
1998-99, notching up a 24.5 per cent 
increase in its operating profit on 11.9 per 
cent higher net sales. Despite sharp in¬ 
creases in interest charges (up 43.1 per 
cent), depreciation (higher by 19.2 per 
cent) and tax pmvision (up 18.5 per cent), 
the company's boitomlinc impn)ved by 
18.5 per cent over the previous year. With 
earnings per share rising from Rs 33.5 to 
Rs 35.5, the company decided to raise the 
dividend from 45 per cent last year to 55 
per cent. 

rrc pioneered cigarette manufactunng 
in the country and has maintained its lead¬ 
ership position in the industry since 1910. 
While cigarettes contribute 86 per cent 
of the company’s turnover, ITC is also 
engaged in the businesses of unmanu¬ 
factured tobacco, agri-products, paper 
and hotels. 

Despite an increa.se in its bottomlinc, 
there was a drop in volume sales of ciga¬ 
rettes from 68.13 billion sticks in (he 
previous year to 67.75 billion sticks. The 
drop in volumes it particularly due to the 
depressed demand for cigarettes at the 
price .sensitive end, namely, the micro 
segment, as a result of high excise duty 
increases at 11 per cent and 10 per cent 
in the preceding two union budgets. 
Despite the general decline in exports of 
agri and aqua products from the country 
following tough global trading conditions 
in the wake of economic adversity in East 
Asia, Japan, Russia and parts of Latin 
America, ITC has managed to increase its 
exports by 20 per cent during the year 
under review. 

Following Its f.i!lout with the Chitalias 
of the US, rrc has made a provision of 
Rs 60 crorc to a contingency reserve 
towards a possible outcome of the nego¬ 
tiations with the Judicial Managers of ITC 
Global Holdings, purely as a measure of 
goodwill towards the international bank¬ 
ing and investor community and in the 
interests of its own future business pros¬ 
pects. 

Meanwhile in the first quarter of the 
current year, ITC has recorded a 14 per 
cent increase in its net profit at Rs 193.6 
crore over the corresponding period last 
year. However, gross income dropped 
marginally by 1.3 per cent over the same 
peritHi. The rise in excise duty over the 
last few years and the recent ban on sale 


of tobacco products on railway platforms 
has further eroded sales. The difficult 
conditions in the international arena have 
finally taken their toll of the company’s 
foreign exchange earnings. While export 
of leaf tobacco dropped by 50 per cent, 
agri exports declined by 1C per cent. The 
high rates of taxes on premium cigarettes 
has led to a flourishing trade in smuggled 
cigarettes. Reportedly, this leads to an 
unaccounted outflow of foreign exchange 
upward of Rs 500 crore. To tackle this 
problem, FTC claims that it is ready to 
contribute (on an experimental basis) to 
the cost of strengthening enforcement 
mea.sures. If the seized contraband ciga¬ 
rettes are destroyed, this could create 
disincentives for the illegal retail trade. 

The company’s sUKk pre.sently quotes 
at around Rs 1,016 on the bourses, dis¬ 
counting its 1998-99 earnings by a com¬ 
fortable 40 times. FTC’s strategy of im¬ 
proving its cigarette product-mix and 
moving up the value chain has paid off. 
Profits are expected to continue their 
upward trend despite a drop in volume 
sales in the current year as well. 

DEEPAK FERTDLISERS 

Uncertain Policies 

Deepak Fertilisers and Petrochemicals is 
engaged in the manufacture of coated 
ammonium nitrate prills (ANP), ammo¬ 
nium nitrate (AN), methanol, DNA, CNA 
and ammonia. While ANP brings in 34 
per cent of the company’s total turnover, 
di-ammonium phosphate (DAP) which is 
a trade commodity for the company brings 
in another 28 per cent. The company 
maintains a market leadership position in 
ANP which is its premium product. 
Methanol brings in another 15 per cent of 
total revenue, while AN accounts for 10 
per cent of turnover. 

During the year under review, the corn- 
party crossed several milestones in terms 
of capacity utilisation. While capacity 
utilisation for AN andLDAN touched 167 
per cent (I997-Q8; 161 per cent), that for 
ammoni-' touched 113 per cent (1997-98: 
108 per cent). Consequently, the 
company’s ammonia and methanol plants 
recorded the highest ever production in 
the year under review. This despite the 
restricted supply of natural gas. Appar¬ 
ently, the use of naphtha as an alternative 
fuel has helped to maximise production 
of both ammonia and methanol. 

However, 1998-99 proved tobeadamper 


EPW Research Foundation 

as far as operating margins were con¬ 
cerned. On the financial front, the com¬ 
pany saw a mixed performance with net 
sales rising by 25.9 per cent even as 
operating profit declined by 0.8 per cent 
over the previous year. A lower increase 
in interest and depreciation provision » 
helped the company post a 6.3 per cent 
rise ir. its bottomline. 

Uncertain government policies and 
delayed decisions on the ad hoc conces¬ 
sion for phosphatic fertilisers are taking 
their toll of phosphatic fertiliser manufac¬ 
turing companies. Deepak Fertilisers was 
no exception. In fact, the quantum of ad 
hoc concession was not made known till 
December 1998 and government policy 
changed four times during 12 months, 
creating uncertainty in the area of produc¬ 
tion planning and sales. The only silver¬ 
lining in the whole scenario seemed to be 
the partial granting of recognition of 
subsidy for nitrogen content in complex 
fertilisers, for which the company had 
been making representations for (he last 
.seven years. 

The mismatch in demand and supply of 
methanol on the global scene led to de¬ 
pressed market conditions, mostly on 
account of the south-east Asian crisis. 
This resulted in a fall in global prices, 
leading to a direct impact on price 
realisation for the company's methanol. 
Consequently, though sale of methanol in 
volume terms increased from 88,805 tonnes 
to 1,08,(X)3 tonnes, sale in volume terms 
declined drastically by 10.4 per cent to 
Rs 78.6 crorc. 

The recession in the chemical industry 
also affected domestic demand for nitric 
acid. However, the company continued to 
be a major supplier in this segment. 

The vulnerable position of the industry 
vis-a-vis government policies has also 
dampened investor interest in industry 
scrips on the bourses. Consequently, 
Deepak Fertilisers’ stock, which quotes at 
around Rs 32, has a discounting of a mere 
4.4 times on the Bombay Stock Exchange. 

CENTURY TEXTILES 

Ibmaruund Strategy 

B K Birla group flagship Century Textiles 
has witnessed falling margins and huge 
losses in the last couple of years. While 
the company posted a net loss of Rs 85.2 
crore in 1997-98, the following year saw 
the loss increase to Rs 93 crore. The 
ongoing recession and a 68-day strike by 
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The Wccit’i Companies 


(Rs lukli) 


ITC Century Textiles Deepak 

__ _ Kertlllscrs 


Financial Indicators 

March 

1999 

March 

1998 

March 

1999 

March 

1998 

March 

1999 

March 

1998 

Income/appropriations 

1 Nei sales 

.151518 

1I40KI 

192505 

194255 

50992 

40511 

2 Value ot pruduclion 

.151492 

116428 

192721 

191189 

51611 

40901 

Olhci liieuine 

1.51.54 

11444 

7589 

7111 

1178 

905 

4 Ttna! im ome 

166846 

129872 

2(K)1I2 

2(8)700 

52811 

41806 

S Raw maienals/stores and 
spares consumed 

111.199 

124945 

712.55 

70677 

14219 

11250 

(> Olher manufacliiring expenses 

12429 

26159 

47221 

48119 

15771 

7648 

7 Kemuneralion lo employees 

20106 

20584 

24581 

225.16 

2480 

2108 

S fitlier expenses 

55772 

57641 

111.57 

12171 

6188 

4540 

9 fJ/'CKi/i/iX' pro/il 

124940 

l(K)14l 

26096 

26795 

I4I5I 

1426(1 

It) InleresI 

20127 

14067 

21551 

21967 

1817 

1675 

1 1 ClDW [llofll 

104012 

87711 

5612 

6061 

8291 

7875 

12 Depreciulion 

10229 

8585 

14X82 

14557 

2221 

21.17 

1 ^ Piof'it hefttn‘ w\ 

91X01 

79148 

-91IMI 

-8515 

6064 

.5712 

14 lax provision 

11461 

26528 

Nil 

Nil 

628 

617 

1S Pi iifii lifter hix 

62142 

52620 

9100 

8518 

.54.16 

5115 

If) Dividends 

14981 

12148 

2151 

476 

1658 

12H 

17 Kelained profil 

47159 

40472 

-II45I 

'8994 

1778 

1882 

l.iahilitics/asscLs 

1X Paul up eapilal 

24.541 

24541 

19104 

19104 

7470 

7470 

19 Reserves and surplus 

198X79 

151672 

77716 

89199 

21972 

18211 

20 Long-leiin loans 

108175 

122168 

124569 

127m 

16909 

2274 < 

21 .Shiiil lerm loans 

17047 

7716 

41.175 

<0797 

Nil 

f.9 

22 Of \vliiel> bank borrowings 

17047 

77.16 

42925 

18797 

Nil 

69 

2.t Gross fixed assets 

I7I81I 

141861 

296944 

290058 

51178 

52158 

24 ALrumulaicd depreeialioii 

48485 

19086 

108424 

96548 

20811 

18614 

2‘> liivenlories 

91605 

91174 

16260 

4();90 

7122 

7060 

2b lol.il u.ssels/liabililies 

476028 

411600 

291170 

104426 

61685 

.58588 

Miserllancous items 

27 Hscise duly 

406179 

169194 

21719 

25107 

Nil 

Nil 

2X Gross value added 

114906 

1 14647 

51221 

4<)072 

11919 

10111 

29 Total foieign cseliange ineoiiK' 

64955 

116171 

18462 

<4551 

299 

410 

U) 'I dial foreign exehaiige outgo 

48260 

16691 

16627 

15241 

21714 

11185 

Key finaiieial und performanee ratios 
tl Till novel ratio 

(sales ui lolal asscMs) l';f) 

71 85 

72 44 

66 07 

61 HI 

82 67 

69 15 

12 .Sales lo lolal nel assets (Vf 1 

too 81 

102 60 

72 65 

70 40 

lit) 01 

81 .54 

.11 Gross value added to 
gross fixed assets t%) 

78 51 

79 69 

17 25 

16 92 

22 17 

1971 

14 Return on inveslment 

(gio s profit lo total assets) (‘i \ 

21 85 

20 21 

1 91 

1 99 

11 44 

11 44 

IS Gross prolil lo s.iles 
fgross margin) I'/I 

29 59 

27 91 

2.92 

1 12 

16 26 

19 44 

16 Operating profit to sales (%) 

55 54 

1| 95 

11 56 

11 79 

27 75 

15 20 

17 Profit bcfoic las lo sales (9f) 

26 68 

25.20 

-4 81 

-4 18 

II 89 

14 15 

lx Tax provi.sion lo 

profil before lax (%) 

11.54 

11.52 

0 (X) 

(1(8) 

10 16 

10.76 

19 Profil alter lax lo nel worth 
fretum on equity) <%) 

27 90 

29.86 

-9 .59 

-7 84 

18 46 

19 92 

40 Dividend i%) 

55.00 

45.(MI 

6 00 

loot) 

20.00 

15 00 

41 Earning per share IRs) 

25.40 

21 44 

-11 21 

9 67 

7 28 

6 85 

42 Rook value per .share (Rs) 

88.12 

69 02 

90 17 

102 66 

19 41 

.14 18 

41 P/E ratio 

19.99 

NA 

-7 94 

NA 

4 40 

2 19 

44 Debt-equity ratio 

(ad|u.stcd tor revaluation) (%> 

49.91 

72.11 

112.41 

120 77 

57 41 

88 55 

45 Short-term hank borrowings 
to inventories (%) 

1X61 

8 48 

118.18 

95.11 

0(8) 

0 98 

46 Sundry creditors lo 
sundry debtors <%) 

616 79 

857 67 

78.81 

79 74 

15 68 

47 88 

47 Total remunerulion to employees 
to value added (%) 

15.05 

17.95 

47.99 

45.92 

20.77 

20 40 

48 Total remuneration to employees 
to value of production (%) 

5.78 

6 51 

12.75 

11.65 

4.80 

5 15 

49 Gross fixed assets formation (%) 

19 44 

1291 

2..17 

4.61 

1.95 

0.55 

50 Growth in inventories (%) 

0.47 

24 94 

•II.II 

-1 .10 

0X8 

20 66 


NA; means not available. 


some workers at the pulp and paper di¬ 
visions has lakcn a loll of the company’s 
perlormancc. C’oiton prices increased by 
16 per cent and affected the textile unit’s 
operations adversely. Production of rayon 
yaiiideclinedfrom 14.387 tonnes to 13.985 
tonnes in the year under review. 

The adverse t'mancial circumstances and 
the pressing need for co.sl reduction anti 
further improvements in operational effi¬ 
ciency has lorced the company to appoint 
Andersen ('onsulting to .script a tumaniund 
strategy I'orsomcttfitsilivisions. Andersen 
Consulting, which is expected to submit 
its lindings st>on, has been appointed lor 
undertaking strategic perlormancc ini- 
pmvement projects lor the textiles and 
rayon and the Manikgarih cement divi¬ 
sions ol the company. Production tircemeni 
loo declined by 17.6 per cent Irom 41.1 
lakh tonnes in the previous year to 33.8 
lakh tonnes. 

As pail of a resimcluring plan. Century 
TlxiiIcs is likely to phase out its shipping 
divisionaccord'ngloreports Apparently, 
the company plans to sell oil its ships in 
phases over ilie next iliiee lo lour years, 
ll has already .sold oil two hulk carriers 
in the year under review and euirenily has 
a lleet of .tax ships aggregating a dead¬ 
weight 2.01.117 tonnes, consisting ol four 
bulk carriers and two oil tankers. The 
icasoninc behind this decision is that this 
is not a core area for the company since 
the shipping division contributes merely 
4 per cent of the total turnover. While 
cement accounts for 40 per cent of the 
company’s sales, textiles bring in 26 per 
cent and rayon and paper/pulp 19 per cent 
and 11 per cent, respectively. Although 
a .seniorCentury Shipping executive denied 
that the shipping division was lo be closed 
down, it would in ike sense tor the com¬ 
pany lo get out ol the business now when 
its ships are only 12 years old: they have 
a life span of 20 years and the second hand 
market lot ships has been on an uptrend. 
Moreover, the shipping industry is cur¬ 
rently in the grip ol a global recession and 
is witnessing a fall in freight rates. This 
downturn is expected to continue fur the 
next five years. 

The company’s slock presently quotes 
at around Rs 89 on the iHiurses. 
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COMPANIES 
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rrc 

Up the Value Chain 

CIGARETTE major ITC fared well in 
1998-99, notching up a 24.5 per cent 
incrcaise in its operating profit on 11.9 per 
cent higher net sales. Despite sharp in¬ 
creases in interest charges (up 43.1 per 
cent), depreciation (higher by 19.2 per 
cent) and tax provision (up 18.5 per cent), 
the company's bottomline improved by 
18.3 per cent over the previous year. With 
earnings per share rising from Rs 33.5 to 
Rs 35.5, the company decided to raise the 
dividend from 45 per cent last year to 55 
per cent. 

rrc pioneered cigarette manufacturing 
in the country and has maintained its lead¬ 
ership position in the industry since 1910. 
While cigarettes contribute 86 per cent 
of the company's turnover, ITC is also 
engaged in the businesses of unmanu¬ 
factured tobacco, agri-products, paper 
and hotels. 

Despite an increa.se in its bottomline, 
there was a drop in volume sales of ciga¬ 
rettes from 68.13 billion sticks in the 
previous year to 67.75 billion sticks. The 
drop in volumes is particularly due to the 
depressed demand for cigarettes at the 
price sensitive end, namely, the micro 
segment, as a result of high exci.se duty 
increa.scs at 11 per cent and 10 per cent 
in the preceding two union budgets. 
Despite the general decline in exports of 
agii and aqua products from the country 
following tough global trading conditions 
in the wake of economic adversity in East 
Asia, Japan, Russia and parts of Latin 
America, FTC has managed to incrca.se its 
exports by 20 per cent during the year 
under review. 

Following its fallout with the Chitalias 
of the US, rrc has made a provision of 
Rs 60 crore to a contingency reserve 
towards a possible outcome of the nego¬ 
tiations with the Judicial Managers of ITC 
Global Holdings, purely as a measure of 
goodwill towards the international bank¬ 
ing and investor community and in the 
interests of its own future busine.ss pros¬ 
pects. 

Meanwhile in the first quarter of the 
current year, ITC h& recorded a 14 per 
cent increase in its net profit at Rs 193.6 
crore over the corresponding period last 
year. However, gross income dropped 
marginally by 1.3 per cent over the same 
period. The ri.se in excise duty over the 
last few years and the recent ban on sale 


of tobacco products on railway platforms 
has further eroded sales. The difficult 
conditions in the international arena have 
finally taken their toll of the company’s 
foreign exchange earnings. While export 
of leaf tobacco dropped by 50 per cent, 
agri exports declined by 10 per cent. The 
high rates of taxes on premium cigarettes 
has led to a flourishing trade in smuggled 
cigarettes. Reportedly, this leads to an 
unaccounted outflow of foreign exchange 
upward of Rs 500 crore. To tackle this 
problem, ITC claims that it is ready to 
contribute (on an experimental basis) to 
the cost of strengthening enforcement 
measures. If the .seized contraband ciga¬ 
rettes are destroyed, this could create 
disincentives for the illegal retail trade. 

The company's .stock presently quotes 
at around Rs 1,016 on Ac bourses, dis¬ 
counting its 1998-99 earnings by a com¬ 
fortable 40 times. ITC’s strategy of im¬ 
proving its cigarette product-mix and 
moving up the value chain has paid off. 
Profits are expected to continue their 
upward trend despite a drop in volume 
s^es in Ae current year as well. 

DEEPAK FERTILISERS 

Uncertain Policies 

Deepak Fertilisers and Petrochemicals is 
engaged in the manufacture of coaled 
ammonium nitrate prills (ANP), ammo¬ 
nium nitrate (AN), methanol, DNA, CNA 
and ammonia. While ANP brings in 34 
per cent of the company's total turnover, 
di-ammonium phosphate (DAP) which is 
a trade commodity for the company brings 
in another 28 per cent. The company 
maintains a market leadership position in 
ANP which is its premium product. 
MeAanol brings in another 15 percent of 
total revenue, while AN accounts for 10 
per cent of turnover. 

During the year under review, the com- 
pariy crossed several milestones in terms 
of capacity utilisation. While capacity 
utilisation for AN and LDAN touched 167 
percent (1997-98; 161 percent), that for 
ammonia touched 113 per cent (1997-98: 
108 per cent). Consequently, the 
company’s ammonia and methanol plants 
recorded the highest ever production in 
the year under review. This despite the 
restricted supply of natural gas. Appar¬ 
ently, the use of naphtha as an aliemativc 
fuel has helped to maximi.se production 
of both ammonia and methanol. 

However, 1998-99 provedtobeadamper 


as far as operating margins were con¬ 
cerned. On the financial front, Ae com¬ 
pany saw a mixed performance with net 
sales rising by 25.9 per cent even as 
operating profit declined by 0.8 per cent 
over the previous year. A lower increase 
in interest and depreciation provision 
helped the company po.st a 6.3 per cent 
rise ir. its bottomline. 

Uncertain government policies and 
delayed decisions on Ae ad hoc conces¬ 
sion for phosphatic fertilisers are taking 
their toll of phosphatic fertiliser manufac¬ 
turing companies. Deepak Fertilisers was 
no exception. In fact, the quantum of ad 
hoc concession was not made known till 
December 1998 and government policy 
changed four times during 12 months, 
creating uncertainty in Ae area of produc¬ 
tion planning and sales. The only silver¬ 
lining in the whole scenario seemed to be 
the partial granting of recognition of 
subsidy for nitrogen content in complex 
fertilisers, for which the company had 
been making n:pre.sentations for Ae last 
seven years. 

The mismatch in demand and supply of 
methanol on the global scene led to de¬ 
pressed market conditions, mostly on 
account of the south-east Asian crisis. 
This resulted in a fall in global prices, 
leading to a direct impact on price 
realisation for the company's methanol. 
Consequently, though sale of methanol in 
volume terms increased from 88.805tonnes 
to 1,08,003 tonnes, sale in volume terms 
declined drastically by 10.4 per cent to 
Rs 78.6 crore. 

The rcces.sion in the chemical industry 
also affected domestic demand for nitric 
acid. However, the company continued to 
be a major supplier in this segment. 

The vulnerable position of the industry 
vis-a-vis government policies has also 
dampened investor interest in industry 
scrips on the bourses. Consequently, 
Deepak Fertilisers' stock, which quotes at 
around Rs 32, has a discounting of a mere 
4.4 times on the Bombay Stock Exchange. 

CENTURY TEXTILES 

'Dirnaruund Strategy 

B K Birla group flagship Century Textiles 
has witnessed falling margins and huge 
losses in the last couple of years. While 
the company posted a net loss of Rs 85.2 
crore in 1997-98. the following year saw 
the loss increase to Rs 93 crore. The 
ongoing recession and a 68-day strike by 
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The Week’s Companies 


(Rs lakh) 

ITC Century Textiles Dcepak 

____ Fertilisers 

Financial Indicators March March March March March March 

1999 1998 1999 1998 1999 1998 


Incomc/approprlations 
1 Net sales 351538 

I 2 Value of pruductiun 351492 

3 tMlier Ineuine 15354 

4 I'oliil iiH amr 366846 

5 Raw niaierials/siores and 

spares eoiisuiiK*d 133399 

6 Other manutactiinng expenses 32429 

7 KeiiiuneruliDn to employees 20306 

h Ollier expenses 55772 

9 Opcrattiif! pidtil 124940 

10 Interest 20127 

11 CiiiM. prii/ii 104032 

12 Depiccialiun 10229 

I i fn'til hefoif 1(1.1 91803 

14 lax provision 31461 

1 5 Piolii aflri Ml 62342 

16 Dividends 14983 

17 Retained profit 47359 

laabilities/asscts 

18 Paid up capital 24541 

19 Reserves and surplus 198X79 

20 iainj: term loans 108175 

21 Slioil-lerni loans 17047 

22 Of ivliii.h hank horiowmgs 17047 

23 Oioss fixed assets 171831 

24 Aecuniulalcd deprecialton 48485 

25 Inventories 91605 

26 T Hal usscis/liahililies 176028 

Miscellanruus items 

27 Excise duly 406379 

28 Cross value added 134906 

29 folal foreign exclianue income 64955 

30 Total loieign exthange outgo 48260 

Key niiaiieial and perfnrnianee ratios 

31 fill Mover ratio 

tsales to total assets) t'/i) 73 85 

32 Sales to total net assets (%) 100X3 

33 Gross value added to 

gross fixed assets (%) 7851 

3t Return on invesliiieiil 

(gio- profit to total assets) ('/ ) 21 85 

35 Gross profit to sales 

(gross margin) ('/?•) 29 59 

36 Operating profit to sales (%) 35 54 

37 Profit before tax I > sales (•») 26 68 

38 Tax provision to 

profit before lax (%) 33,54 

39 Profit alter tax to net worth 

(return on eiiuilyl (%) 27 90 

40 Dividend (%) 55 (K) 

41 Earning per share (Rs) 25 40 

42 Rook value per xhaie (Rs) 88 32 

43 P/E ratio 39.99 

44 Deht-cquity ratio 

(adjusted for levaluation) (%) 49.91 

45 Short-term bank borrowings 

to inventories (%) 18 61 

46 Sundry creditors to 

sundry debtors (%) 616 79 

47 Total leiiiuneraiion to employees 

to value added (%/) 15 05 

48 Total rciiiuneration to employees 

to value of production (%) 5.78 

49 Gross fixed assets fonnation {%) 19 44 

50 Growth in inventories (%) 0.47 
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some workers at the pulp and paper di¬ 
visions has taken a loll of the company's 
petlormance. Cotton prices increased by 
I ft per cent and affected the textile unit's 
operations adversely. Production of rayon 
yariidcclincdtrom 14.387 tonnes to 13.985 
tonnes in the year under review. 

The adverse llnancial circtini.stances and 
the pressing need for co.sl reduction and 
tiirther improvements in operational effi¬ 
ciency has lorced the company to appoint 
Andersen Consulting to script a turnaround 
.strategy lot soineofitsdivisioiis. Andersen 
Consulting, which is expected to submit 
Its liiidings soon, has been appointed lor 
undertaking strategic pcriennance im¬ 
provement projects lor the textiles and 
rayon and the Manikgarih cement divi¬ 
sions of the company. Pnxitiction of cement 
loo declined by I7.ft per cent from 41.1 
lakh tonnes in the previous year to 33.8 
lakh tonnes. 

As part of a reslrucltiring plan, Century 
rexttles ts likely to phase out its shipping 
division according Itt reports. Apparently, 
the company pltins to .sell oil Us ships in 
phases over the next lliiee to lour years. 
It has alieady .sold oil two hulk cairicrs 
in the year under review and currently has 
a fleet ol si5v ships aggregating a dead¬ 
weight 2.01,117 tonnc!., consisting of four 
hulk catriers and two oil tankers. The 
reu.soning behind this decision is that this 
is not a core area tor the company since 
the shipping division contributes merely 
4 per cent of the total turnover. While 
cetnetU accounts lor 40 per cent of the 
company's salc.s, textiles bring in 26 per 
cent and rayon and paper/pulp 19 percent 
and 11 per cent, respectively. Although 
a senitirCentury Shipping cxecut I vedenied 
that the shipping division was to be closed 
down, it would make .sen.se for the com¬ 
pany to get out of the business now when 
its ships are only 12 years old: (hey have 
a life span ot 20 years and the second hand 
market for ships has been on an upticnd. 
Moreover, the shipping industry is cur¬ 
rently in the grip ot a global recesston and 
is witnessing a fall in freight rates This 
downturn is expected to continue for the 
next five years. 

The company's slock presently quotes 
at around Ks 89 on the bourses. 
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Calcutta Diary 


Betv\'een the Congress and the BJP there is really not much of a 
variation in the theme. Scarcely anything distinguishes, in terms of 
cla.is lineage, leaders of the one lot from those of the other. The 
convergence of interests between the two parties is an unending 
ajfair. They share identical views on economic policy. It is all very 
gentlemanly. It is only those anxious to stress a sharp ideological 
cleavage between the two principal political parties who are having a 
trying time. 


THEnon-scctarian regime of the Congress 
Party was abenign watcher when the Babri 
Masjid was brought down. Thisallegation. 
some will say, is by now a cliche. That 
docs not however detract from its 
relevance. Between the Congress and the 
Bharatiya Janata Party there is really not 
much of a variation in the theme, at least 
going by the dramatLs personae of the two 
parties. The leaders of both parlies by and 
large come from the same .social stratum 
and often even belong to the same house¬ 
hold. Mahatma Gandhi’s own grand¬ 
daughter chooses to opt for the BJP, the 
party sy mbioiically linked to the outHt that 
spawned the likes of Nathuram Godsc. 
Madhav Rao Scindia was, once upon a 
time, in the BJP, he is currently a key 
functionary of the 10 Janpath Party. His 
ailing mother however continues to be the 
R.SS-lining party’s Queen Bee; and, 
irrespective of the whereabouts of the .son, 
her two daughters, one of whom is already 
a union minister, arc aiming for the Lok 
Sabha on the party's ticket. Or what about 
Rangarajan Kumaramangalam, offspring 
of one of Indira Gandhi’s clo.scst con¬ 
fidants. wh.o him.sclf was a Congress 
mini.stcr till the other day and has since 
taken a walk? Govind Ballabh Pant’s .stm 
and daughter-in-law too have taken the 
same route. Arun Nehru happens to be 
among.st the very few who .still bear the 
famous family surname. He too is no longer 
satisfied with his role as a non-olTicial 
adviser of the Hindu revivalists; he has 
decided to join them formally. Switches 
have taken place, and are taking place, in 
the other direction as well. The gentleman, 
who won the Rac Bareli seat on behalf 
of the BJP on the two previous occasions, 
is now determined to find salvation in the 
Congress ranks. Examples of this kind of 
reverse movement can be easily multi plied. 
Theconclusionisglaringly obvious Never 
mind the different labels they attach to 
themselves at a particular moment, these 
politicians playing the switching and re- 


switching game belong to the same narrow 
class or coterie. Merely because they 
change their political label, their attitude 
to life and living does not alter. And the 
less said of ideology, the better. .Stray 
images Hashed across the newspapers and 
the Doordarshan screen assail the memory, 
images of Indira Gandhi, incumbent prime 
minister, hopping from temple to temple 
and seeking blessings from the most 
bigoted, sectarian-minded Hindu religious 
leaders. That she also simultaneously, 
frequented dargas and .synagogues only 
compounds the confusion. Secularism 
should not mean treating all religious 
denominations alike, but keeping distance 
from each and all. 

The rigmarole of the claim that of the 
two major parties, one dons the rabidly 
sectarian apparel while the other one does 
not, fails to cut much ice. Consider the 
overall composition of the two parties; 
scarcely anything distinguishes, in terms 
of class lineage, leaders of the otte lot 
from those of the other. It is only outsiders 
who propose to either support or oppose 
these parties on ideological grounds who 
face difficulties. The possibility cannot 
therefore be ruled out that once the polls 
areover, the secular-sectarian divide would 
come to a dead-end, and furious negoti¬ 
ations would be on to give shape to terms 
and conditions for supporting a st-iblc 
regime in which both groups will have 
equitable reprc.sentation. The theory of 
footloo.senesss can in fact be generalised. 
Nothing is any longer odd under the 
perennially ^ 'ay Indian sky. A formidable 
secretary-general ofa so-claimed socialist 
party is the least bothered about his 
ideological pretensions: he has a private 
identity, which he greatly cherishes, as a 
loyal servitor of oneof thccountry’s leading 
industrial tycoons. And the leading 
lights of the parties claiming to represent 
the backward classes share a common 
concern to take care of their personal 
interests first. 


The festival of hurling allegations of 
corruption again.st one another is tapering 
off for the same objective rea.son. The lady 
at 10 Janpath is certainly not unduly worried 
over the BJP threat to import from 
Switzerland the final bunch of papers 
relating to the Bofors bribes. The threat 
is altogether vacuous. For by now it is well 
known that, as per the verdict of the highest ** 
Swiss court, the bribe money, of which 
a portion has reportedly gone into the 
coffers of the gentleman of Verona - oi 
is it Torino? - has been co-.shared with 
the four famous NRI brethren settled in 
London. These brothers are. again as 
everybody knows, as close to the pre.sent 
prime mini.ster us the travelling salesman 
from Torino is to 10 Janpath. 

In fact, the convergence of interests 
between the two major parties is an 
unending affair. An official committee 
has gone to great lengths to unravel the 
mystery of the huge capital erosion suffered 
a few years ago by the Unit Trust of India. • 
Its report has thrown quite a few hints 
regarding the authorship of the shena¬ 
nigans. But, given the present con¬ 
catenation of the country' s superstnictural 
politics, investigations of this nature arc 
unlikely to go very far. Information was 
solicited on the floor of parliament on the 
identity of the parties which had benefited 
from huge private placements by insti¬ 
tutions .such as the U TI and the ICICI 
between such and .such years. These place¬ 
ments were one principal reason for the 
U'lTs coming to grief in that phase. The 
response to the parliamentary questions 
was uniformly fu/./.y. the authorities falling 
back on the plea of the supposed inviol¬ 
ability of the statutory provision for protec¬ 
ting the secrecy of the relationship between 
banking institutions and their clients. The 
free market cannot be prevented from 
indulging in gossip though. At least tnree- 
fifths, if not more, of those private place¬ 
ments, stock market cognoscenti are 
prepared to swear, had gone to a particular 
family business concern entrenched in 
Mumbai and Gujarat. The two leading 
political parties in the country have a 
common stake in protecting this business 
house; both parties - and some others too 
- are flush with funds contributed by it. 

Both major parties share identical views 
on economic policy issues, because their 
leaders come from the same social back¬ 
ground. The return of colonialism, the 
thinning out of government investment 
and privatisation of exi.sting public .sector 
units at a furious pace define the emerging 
milieu. The plot, as they say, will thicken. 
The trickiest problems India, along with 
other developing economies, will face in 
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the next decades will involve issues of 
trade and trade-related foreign investment. 
The two principal parties in the country 
are committed by word and deed to go 
along, jointly as well as severally, with the 
diktat of the WTO in these matters. After 
all, it was the commerce minister of a 
Congress government who signed the 
Marrakesh Treaty in 1994. The BJP. 
because it was then in the opposition, 
made quite a show of declaring itself 
against the provisions of the Treaty. But 
all is well that ends well. After it entered 
the government in 1998. a dramatic trans¬ 
formation took place in the BJP's stance. 
The amendment to the Indian Patents Act 
in order to make it conform to the Articles 
of Agreement of the WTO was a one 
hundred per cent joint operation on the 
part of the two national parties. It was a 
Congress MP, with a formidable legal 
reputation, who explained the amend¬ 
ments. The BJP mini.ster for industrial 
development, who had formally moved 
the amendments, stocxl up to confess that 
he had nothing to add to the explanations 
provided by the Congress luminary. 

Meanwhile, though, the mini.stry of 
finance has gone off in its own manner. 
It did not worry the least whether the 
amending statute had been given the 
impnmaturnf approval by parliament. Over 
the decades, it has been shifting its loyalty 
to the international financial and trading 
institutions which articulate the views of 
the superpower. According to an article 
enshrined in the WTO manual, developing 
countries have the prerogative to maintain 
for an indefinite period, for balance of 
payments reasons, quantitative restrictions 
on agricultural imports. It is only when the 
IMF is satisfied that the country’s balance 
of payments position has improved 
significantly and it so informs the WTO, 
that the WTO is expected to i.ssue a directive 
to the country con' erned to withdraw the 
restrictions. By convention, the IMF, before 
transmitting its view to the WTO, .seeks 
the opinion of the ministry of finance of 
the country concerned. India’s ministry of 
finance is more loyal than the royals 
themselves; it had, on its own, informed 
the Fund .sometime ago that the counliy’s 
balance of payments position was excel¬ 
lent so that the WTO could be advised to 
direct the government of India to let go 
of the quantitative restrictions on farm 
inputs. Not a squeak of protest has been 
heard in the matter from the major political 
paities. including those who constitute the 
formidable farmers’ lobby. 

Colonialism is passe, so is funda¬ 
mentalism. Talk of the last-ditch battle 
between sectarianism and sccu larism bei ng 


fought on Indian soil would seem to be 
greatly overdrawn. It is ail very gentle¬ 
manly. Where the situation so warrants, 
the sectarians will quote approvingly the 
sweet reasonableness of an Atal Behari 
Vajpayee muffling the war drums of 
the VHP-RSS rabble. Similarly, in due 
sea.son, the Congress Party will not flinch 
from exhibiting film clips of a devoutly 
demure Indira Gandhi and her bare-bodied 
elder son, both lying prostrate and receiv¬ 
ing benediction from semi-clad Hindu 
sadhus. 

It is only those specially belonging to 
the Left, anxious to stress a sharp 
ideological cleavage in the behaviour 
pattern of the two principal political parties, 
who arc having a trying lime. Since the 
facts do not match, they have begun to 
cross over to democratic decentralism. The 
Central Committee resolution on electoral 
strategy is being interpreted differently by 
different state units to suit their local 
compulsions. Apart from the SharadPawar 
coup which took them unawares, what 
additionally worries sections of the Left 
is the prospect of a substantial .segment 


of MPs elected on the Congress ticket 
breaking away from the party to join even 
the BJP and .share the loaves and fishes 
of office. Some of these post-modem 
converts to the communal-sectarian cause 
are unlikely to experience any qualms of 
conscience. Where opportunity fails, 
opportunism could beckon, and why be 
excessively moralistic about it?True, some 
of the element s the BJP has gathered under 
its umbrella arc pretty poor examples of 
the human species; they might well turn 
out to be the greatest menace to national 
integrity. It is .nonetheless the other 
.sensation that brims over: haven’t we 
given a bUxxly nose to the Paki.stanis? 
Those denigrating the scale of our victory 
at Kargil are prima facie agents of the 
lnter-.Serviccs Intelligence, lock them up, 
and rough them up too. There appears to 
be little awareness that the joint secular- 
sectarian enthusiasm to discover ISl agents 
in every bush could provoke a major 
confrontation with Bangladesh. Hopefully 
the superpower will then, once more, bail 
us out. 

The colonial order is back with a bang. 
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MONEY MARKET REVIEW 


EPyV Research Foundation 


Need for Promotion of a Bills Market 

The Reserve Bank has taken a series of measures to deepen the 
money and government securities markets and to facilitate 
equilihriating demand for and supply of short-term funds at fine rates 
of interest. Parallel efforts are called for to promote the market for 
hank-accepted hills as a major money market instrument to promote 
financing of asset-creating activities hy banks. 


I 

One-Sided Effort 

IN its avowed objective of applying 
indirect instruments of monetary control 
as distinguished from direct instruments, 
the Reserve Bank of India (RBI) has taken 
a scries of steps to promote and develop 
further the money and government 
securities markets. During the lust five to 
six years, the substance of credit and 
monetary policy pronouncements has 
been overwhelmingly related to the.se 
steps; freeing of money market rates of 
interest; introduction of varied treasury 
bill instruments with market-determined 
yield rates nncl auction system in Hoatation 
of government paper; promotion of 
the primary dealers and satellite dealers 
system for retail marketing of government 
.securities; permission granted to Fils 
to invest in government securities; setting 
up of gilt funds; and introduction of RBI 
repo along with the gradual expansion of 
the eligible participants and in.strumenis 
in inicr-bank repo (treasury bills, 
government securities, PSU bonds and 
private corporate debt .securities held in 
dematcrialiscd form in a depository and 
undcitaken by banks and .some non-bank 
entities). After the last April policy 
announcement which gave added focus on 
the reforms in (he money and government 


securities markets, many signiFicant steps 
have been added in this respect: auction 
of government securities on price basis 
instead of yield basis facilitating 
consolidation of already out.standing loans; 
announcement of a definitive calendar 
of treasury bill issues to provide fur greater 
certainty in the timing and size of primary 
issues; and above all, permission granted 
to banks. PDs, and FIs to undertake forward 
rale agreements and interest rate swaps 
as products of their own as well as for 
market-making purposes .so as to facilitate 
hedging of interest rate risks and ensuring 
orderly development of the derivatives 
market. 

And now in August two major further 
steps have been taken by the RBI, al.so in 
pursuance of the last credit policy. First, 
specified non-bank entities, which were 
earlier permitted to only lend money in 
the call money through reverse repos to 
hanks and PDs, have now been permitted 
also to borrow through repos on par with 
banks and PDs. The new list contains 52 
non-bank entities (primary dealers, 
dedicated guilt funds, mutual funds, 
insurance companies and .some FIs) and 
117 notified central government securities 
apart from all treasury bills. Secondly, a 
sub-group of the standing Technical 
Advisory Committee on Money and 
Government Securities Marketsof the RBI, 


constituted specifically to prepare : 
technical paper covering all aspects oi 
repos, has submitted its report with far 
reaching recommendations. 

Some of the recommendations of the 
above sub-group included replacement ol 
Public Debt Act, 1944. by the proposer 
Government Securities Act. withdraws 
of the government notillcation of 196^ 
which had prohibited repos, introductior 
of over-the-counter and tripartite repos 
(with a Clearing Corporation as a tripart) 
agent), allowing day-light overdraft facilit) 
for the current account holders of the RBI 
permitting rollover of repos, and certair 
other recommendations relating tc 
evolving good market practices. As statec 
above, the Re.serve Bank has aircad) 
announced (he eligibility ol 52 non-bank 
entities and over 150 dated .securities foi 
the repo market. It has also clarified thai 
there is no restriction on the duration ol 
repos. It isactivciy considering thccreatior 
of a well-capitalised Clearing Corporatior 
to act as the third party in a repo deal. IIk 
C learing Corporation would help reduce 
the counter-party risks in repo deals. Tiie 
most important recommendation of the 
sub-group, however, is to empower the 
RBI with adequate regulatory power; 
under Section 29A of the Securitie.* 
Contract Regulatiein Act. While the RBi 
seems to be attempting to get over the feai 
erf the securities scam of 1992, bringing 
about legal changes may lake a long time 
Besides, issues such as whether repo is t 
sell-buy operation ora lending-borrowing 
operation and stamp duty in the case oi 
repos in PSU bonds need sorting out ane 
the.se too may take quite a while. It i.< 
necessary that while these changes pro¬ 
gress at a snail's pace, the RBI shoulc 
strengthen its own infrastructure tc 
facilitate an expanding secondary markci 
of government securities and to be abk 


Fabif I. EsnMATLu Flow oh LiouioirY into the Financial .Sysh-m uuking Auoiist 1999 


(Kuprex crore 


Week F.ndcd 


27 



20 



13 



6 



Inflow 

Outflow 

Net 

Inflow Outflow 

Net 

Inflow Outflow 

Net 

Inflow Outflow 

Net 

Auctions and Redemptions 

14-dav T bills 

.300 

>85 

-685 

300 

225 

75 

.300 

300 

0 

.300 

300 

0 

91-dayT bills 

520 

47 

473 

40 

5 

35 

77 

135 

-58 

200 

100 

100 

IK2 day T bills 

- 

- 

0 

- 

100 

-100 

- 

- 

0 

- 

KM) 

-100 

364-day T bills 

0 

500 

-.500 

- 

- 

0 

400 

500 

-100 

- 

- 

0 

Governmcnl securities 

- 

- 

0 

- 

- 

0 

- 

- 

0 

- 

3(XX) 

-3000 

Coupon Payments 

61.5 

- 

615 

303 

- 

303 

168 

- 

168 

644 


644 

Net Foreign Assets (Variation) 

- 

861 

-861 

620 

- 

620 

- 

1251 

-1251 

438 

- 

438 

Total 

14.35 

2393 

-958 

1263 

330 

933 

945 

2186 

-1241 

1.582 

3500 

-1918 

Memo Items 

Open M.u'kct Operations (RBI) 

0 

2144 

-2144 

0 

3 

-3 

0 

502 

-502 

0 

2189 

-2189 


Note. A negative sign 'niplics net uulflow. - means nil 
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Graph A; Daily Top-End Quotations of Call 
= Money Rates. August 1999 


3 



Working Days 


to eiTccii vcly monitor this market to avoid 
a repeal of 1992 experience. 

Eft-ort to Promoti; Bili.s Cm tiiri; 

Mi.ssing 

With the implementation of the above 
measures, the money and government 
securities markets would no doubt receive 
significant impctu.s and attain depth; 
the process of equilibriating between 
demand and supply of short-tenn funds at 
fine rates of interest would be ensured. 
Such a process is al.so a necessary condition 
tortransmitting monetary policy impulses, 
hut it is not a sufficient condition for 
attaining the other and more crucial 
objective of cn.suring appniprialc flow ol 
bank credit into the productive sectors of 
the economy. 

In this respect, while traditional systems 
of hank credit regulation and delivery such 
.IS the credit monitoiy arrangement (CMA) 
and the fixation of maximum permissible 
bank linance (MPBE) had been rightly 
given up by April 1997, no attempt has 


Graph B' Spot Quotations for the US Dollar 
IN THE DoMFSTIC tSTER-BANK MARKET, 
August 1999 



been made to introdviLC newer instruments 
in support of improved bank credit delivery 
consistent with the reform process. The 
danger in promoting traditional money 
market instmments to the exclusion of 
instruments having direct link with credit 
delivery is the concentration of banks’ 
activities in excessive treasury and money 
market operations to the neglect of their 
commercial credit business. The unduly 
low levels of incremental credit-deposit 
ratios of banks in recent years, ranging 
from 30 to 4.5 per cent, l>car testimony to 
this aspect of the banks' behaviour. 

.Such a danger can be prevented only by 
encouraging conventional cash credit 
delivery and also the circulation of newer 
securitised credit instruments which have 
direct link with bank credit. Such 
instruments arc well known, lltey take the 
form of securitisation of bank credit, 
promotion of bankers’ acceptances and. 
above all. creation and nurturing of a 
genuine bills market. Availability of such 
instruments in the financial markets will 
have many beneficial effects, the most 


important of which will be the promotion 
of improved flow of bank credit as well 
its better distribution. In many developed 
and developing country markets, the 
instrument of bank-accepted bills has been 
not only a major financing medium but 
also a major money market instrument to 
promote asset-creating activities among 
banks and thus directly contribute to real 
economic activity. The subject of 
encouraging bill finance is not new to this 
country, but for want of a determined 
effort the idea fell by the wayside, 
particularly after Che initiation of financial 
sector reforms. 

It is true that along with repo facilities, 
the system of bills discounting and 
redi.scounting facilities had come into 
disrepute in the financial scam of 1992 and 
hence frc.sh instructions were issued in 
July 1992 to banks to ensure various norms 
and di.scipline in providing bill finance 
including avoidance of financing large 
borrowers outside the consortium 
arrangement, discounting accommodation 
bills, and deploying portfolio manage¬ 
ment funds for discounting bills, and 
generally restricting bill finance to the 
working capital needs based on credit 
norms. A thorough study of these outdated 
instructions may throw up newer methods 
of promoting bill culture in the liberalised 
environment. An aggressive rediscount 
mechanism by the RBI. in addition to 
tho.se by apex institutions like the IDBI, 
SIDBI and NABARD (who face funds 
constraints), could form an important 
component of the hills promotion effort. 

It is clear that in the current liberali.sed 
environment wherein guidelines on 
societal goals in hank credit dispensation 
arc executed more in the breach and 
wherein even the RBI machinery does not 
care to monitor their implementation 
vigorously as it does implementation of 
its regulations on the promotion of the 
money market, pious ofilcial instructions 
on better credit delivery serve no purpose; 
they have to be carried forward with 
concrete market instruments. The 
following is agtxxi example in this respect. 
Recently, in the context of ensuring prompt 
settlement of dues to SSI units as also tor 


Tabli: 2. tiAii V QuirrAiioNS of Highs anc Lows or Cau. Rails in Pi.r Cf.nt Pf.r Annum; 
SiMFlE .SlATISIICAL ChARACIERISIK'S 



All Four 
Weeks 
of the 
Month 


August 1999 
Week ended 


All Five 
Weeks 
of the 
Month 



July 1999 
Week F.ndcd 


27‘ 

20 13* 

6 

30* 

21 

16* 

9 

2 * 

Simple Mean 

99 

8.1 

too 13.4 

8.2 

8.2 

80 

82 

8.6 

8.3 

8 0 

Standard Deviation 

5.0 

0.4 

0.1 9.3 

04 

0.4 

0 1 

0 3 

0.4 

0 2 

0.1 

CoefTicieni of 

50.1 

44 

1 0 69.7 

4.7 

4.4 

l.l 

3 8 

4.5 

2.1 

1 8 


Varialion (pcrccniages) 

* Daia for reporting Fridays (KF) are niiiilted. 



Items 


Aueust 1999 




July 1999 




27 

20 

1.3(RF) 

6 

301RF) 

23 

I6(RF) 

9 

2(RF) 

Weekly range 

7.00-10.05 

9.60-I2..50 

8.25-35.00 

7 75-9,25 

7.90-8.15 

7 90-9,50 

8.(K)-9.25 

8 (H)-8 90 

7.35-8.40 

(0.50-30.00) 

(5.00-30,00) 

(.5.00-7..30) 1 

(6.00-7.75) 

(l.(K)-7..S0) ( 

(5 00-7 50) 

(0 50-6.75) 

(5 50-9.(Kl) 

(5 00-9.00) 

Weekend (Friday) 

7.50-8.<K) 

9.90-10,05 

8 00-35.00 

8 25-9.25 

7.75-8 10 

8.(X)-8.2.5 

7..50-9.2.5 

8 20.8.40 

7.60-8 20 

(0..50-6.00) 

(9..50-45.00) 

(5.50-6.25) I 

(6 00-6.40) 

(1.00-4..50) i 

(5.75-6..50) 

(0.50-5.(K)) 

(6 25-6 90) 

(5.00-7 00) 

DFHI lending rales (range) 

na 

9.90-13.50 

8..50-35.00 

8 00-9.25 

7.75-8.25 

8,00-9.50 

8.20-9 70 

8 25 9 20 

7.90-8.40 

(9.20-10.00) 

(1.00-12.00) 

(5.50-7.50) 1 

(6 15-8.00) 

(2.10 7..50) 

na 

(6.90-2.75) 

na 

(9(K)-I 00) 


Figures in parentheses represent weekly range during similar period la.si ycai. 
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Graph C Anm ai.ispd Daily I-Month, 
3-Monih and h-MoNiH Forward Prtmia in 
Pf.R(Tnta(,i I or riiF U.S Doilak iiy thc 
Domfsik'Inii r Bank Markf;i ior AociHSt I999 



encouraging ‘bills culture', banks were 
advised to ensure that, with effect from 
January I, I99K, not less than 25 percent 
of thc total inland credit purchases of thc 
borrowers were to be paid thniugh bills 
drawn on them by concerned scl Icrs. Banks 
were also advised to monitor the com¬ 
pliance with this requirement through a 
suitable information system and charge 
penal interest rate in cases of non- 
compliance, In July 1998, banks were 
further advised to ascertain periodically 
from their medium/large industrial 
borrowers, the extent of their dues to SSI 
suppliers and the action proposed to be 
taken by them to clear the overdues, if any. 
In case there were still overdues towards 
SSI suppliers, banks were advised not to 
hesitate to take it as a negative factor while 
fixing thc rate of interest on the borrowings 
of such corporate bodies. All of these 


Graph D: Yieij) Curves for 364-Day Treasury 
Bili s and Dated .Sfcurities: Day of Maximum 
Transactions (Auoust 6) 
iRiNo iHi- First Half of Auoust 1999 


Dated .Securities 



Period to Maturity in Ascending Order 

seemed to remain on paper for want of 
attractive marketable instruments for banks 
to invest in. For instance, the si/c of inland 
bills purchased and discounted by the 
scheduled commercial banks have .stayed 
put at Rs I4.428 crore at the end of March 
1998 and Rs 14,295 crore at thc end of 
August 1999; as a percentage of bank 
credit, these inland bills have receded f rom 
4.4 per cent to 3.8 per cent during thc 
period. Also, a substantial part of these 
bills pertain to food procurement credit 
and arc not genuine commercial bills. 

Thus, even as attempts arc made to widen 
and deepen money market activities, it is 
necessary that the RBI bestows some 
attention on studying thc importance of 
trade credit in the non-financial corporate 
world and on promoting various methods 
and instruments to encourage thc use of 
bankers* acceptances and discounting/ 


rediscounting of genuine commercial bills 
by banks and financial institutions. It is 
said that in the context of the initiative 
taken by some of the big-size corporates 
to securitise their receivables, the IDBI 
has planned to enter the securitisation 
market in a big way with a corpus of Rs 
2.000crore. There arc also mortgage-based 
securities issued by such institutions as 
the National Housing Bank. There is thc 
known impetus to .securitise receivables 
of State Electricity Boards and such other 
cash-starved organisations. The RBI itself 
was to formulate guidelines on thc 
securitisation question. While such efforts 
may take care of thc bulk needs of specific 
projects, the needs of myriad borrowers, 
particularly those of medium- and small- 
scale enterprises, will remain untouched 
in a bureaucratic system that has imbibed 
nothing of ‘societal’ goals, but given thc 
effort their needs also tan be brought into 
thc mainstream market through collective 
in.struments like bank-accepted bills. 

11 

Call and Forex Markets 

The overnight money market witnessed 
considerable firmnc.ss during thc month. 
With the abundance of liquidity including 
thc cushion available through the refinance 
route, the market players, especially the 
primary dealers and foreign banks, had got 
used to arbitraging between the call money 
and government sccurilics markets. As a 
result, government securities had been 
witnessing an unprecedented rally 
throughout July and early August. 


Taiile4 Aiktions oi 14-Day Trfasury Bii is 


(Anumnt m lupee.i crore ) 


Dale uf 

Not died 

Bids reiKlered 

Bids Accepted 

.Subscnpliun 

Cut off 

Cul-off 

Amount 

Auction 

Amoiinl 

—_ 

... 

_ 


Devolved 

Price 

Yield 

Outstanding 



No 

Face Value 

No 

Face Value 

on RBI 

(Rupees) 

Rate 

on thc Dale 




(Aiiioiinl) 


(Amuiint) 

(Amuiint) 


(Percent) 

of Issue 

(1) 

(2) 

(.3) 

(4) 

(5) 

(6) 

(7)* 

(8) 

(9) 

(10) 

1998 










August 7 

500 00 

8 

980.00 

2 

5(KI.OO 

O.tX) 

99.77 

5 99 

I4(X).(K) 



tn 

(4(X).(X)) 

(1) 

(400.00) 

(0 (X)) 

(99 77] 

(5 99] 


Augu.sl 14 

500 00 

7 

525 (X) 

6 

475 00 

25.00 

99.74 

6 78 

1400.00 



( ) 

(0,00) 

(-) 

(0 00) 

(0 00) 

(99,751 

[6.52) 


August 21 

500 00 

2 

30IX) 

0 

0 00 

5(K) 00 

99.69 

8.09 

I4(X).(X) 



(1) 

(4tX) 00) 

(1) 

(400 00) 

(0 00) 

(99.69) 

(8 09] 


August 28 

500 (Hi 

2 

50 (X) 

1 

25 00 

475.00 

99.69 

8 .(X) 

I4()0.(K) 



() 

lO 00) 

(-) 

(0 00) 

(0 (X)) 

(99.69( 

[8.091 


1999 










August 6 

100 IK) 

16 

158 00 

15 

100 00 

0.00 

99.67 

861 

6 (X).(X) 



(1) 

(200 (X)) 

(1) 

(200 (X)) 


(99.68) 

[8.351 


August 13 

100 00 

13 

1.30 (X) 

1 

25.(X) 

75.00 

99.67 

8 61 

6(X).00 



(1) 

(2(X)(X)) 

(1) 

(2(X) 00) 

• 

(99.67) 

(8.61) 


August 20 

KHI.OO 

13 

125 .50 

3 

35.00 

65.00 

99.66 

8 87 

13.50.00 



(2) 

(9.50 00) 

(2) 

(950 (X)) 


(99.66) 

18.87) 


August 27 

100 00 

13 

286 .50 

1 

100 00 

0.00 

99.69 

8.09 

13.50.00 



(1) 

(2(X) 00) 

(1) 

(2(X)()0) 


(99.69) 

(8.09) 



Figures in parcnlhescs in cuts .1 lo 6 rcpre.scnt niiinbcrs and ainuunis of non-coinpetitive bids which arc not included in the total. 
Figures in the square brackets under cals 8 and 9 represent weighted average pnee and respective yield. 

* Bracketed figures in col 7, if any, relate to devnivement on primary dealers, exclusive of RBI. - No bid 
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Gkaph E; Yieu) Curves tor 364-Day Treasure 
Bills and Dated StccRmEs: Day of Maximum 
Transaitions (Ai'ui'st 25) 

During the Si.cond Halfdf August I*)*)*) 


Dated Securities 



Period lo Maturity in Ascending Order 

Simultaneously, as the busy .season was 
approachtng. the RUI became again 
aggressive not only on the primary issues 
of government securities but also on its 
open market operations window. The RBI 
was also forced U) intervene in the foreign 
exchange market to curb the rupee rate 
becoming volatile. All of these combincil 
lo prtiduce a net outllow of funds from 
the market (Table I) and the market was 
caught by surprise. 

As a result, call rates Hared up and went 
up to as much as 35 per cent in the second 
lortmght of August (Graph A). Many hanks 
expecting a cut in the interest rates and 
CRR had taken a position in government 
.secuiilies even at the cost of leaving their 
CRR compliance uncovered in the first 
week ol the reporting fortnight (ending 
August 13). When some large hanks 
lefrained from lending in the call at the 
beginning of the reporting fortnight, panic 


set in and banks showed willingness to 
borrow even at 35 per cent (Table 3). At 
this rate, however, the amounts boirowed 
were not very large as indicated by the 
weighted average rate of around 17 per 
cent at a time even when call rates were 
quoted at 35 per cent; the volatility in the 
rates was also sharp as reflected in the 
coefficient of variation (Table 2). The 
RBI’s assurance ot providing additional 
liquidity, some inflow of funds in the third 
week and caution on the part of banks iii 
promptly providing for CRR obligatitms, 
brought down the call rate to a range of 
about 9.(>0-12.50 per cent and 7.50-8.90 
per cent in the last two weeks of August, 
respectively. 

On the external Iront, the rupee showed 
signs of weakening. On dollar demand 
from corporates, oil companies and 
repayment of government debt, the rupee, 
which started at a stable level of Rs 43.32 
to a dollar, steadily slipped to Rs 43.55 
to a dollar (RBI middle rate) (Graph B). 
The RBI at this juncture lemmdcd the 


market by issuing a statement on August 
23 that arrangements were made by the 
Reserve Bank of India to meet fully or 
partially the foreign t xchange requirements 
for import of crude oil by the Indian Oil 
Corporation, that Reserve Bank would 
similarly meet the government debt .service 
payments directly as necessary, and that 
in ease there is a temporary demand-supply 
gap. the Reserve Bank would he prepared 
tt) intervene directly or sell dollars through 
SBI in order to augment supply in the 
market, as considered necessary. The 
market movements, however, were not on 
account of speculation but on genuine 
demand and as such cooled down on the 
RBI bridging the temporary gap between 
demand and supply. The rupee in fact 
firmed up and returned to stability at 43.32 
on August 30. 

The firmness of the overnight call rates, 
however, was not rellected in forward 
premium rates as the firmness was due 
to temporary shortages and the annualised 
premia continued to be stable (Graph C). 


Tabu-' (>. Auciions di- 182-Day Tri asury Bins 

(Amounl in rupees vrnre ) 


Date of 

Noldied 

Bids Tendered 

Bids Accepted 

.Subscnption 

C'ul-olf 

Clll-olf 

Amounl 

Auction 

Amount 





1 levolved 
on KHI 

Ihice 

(Rupees) 

Yield 

Rate 

Oiilsland- 

on 

No 

Face Value 

No 

Face Value 




(AiiKiunI) 


(Amount 1 

(Amouicl 

(Per C era) 

(lie Date 
of Issue 


(1) 

(2) 

(31 

(41 

(5) 

(61 

(7) 

(8| 

(9) 

(lOl 

1999 










August 4 

too 01) 

40 

717 00 

4 

100 00 

0 0(1 

95 55 

9 31 

6 IHI 00 



(-) 

(-1 

(-■) 

( 1 


|95 .5(11 

|9 29| 


August 17 

100 0(1 

18 

169 00 

1 1 

100 00 

0 00 

95 29 

9 89 

700 (X) 



(-1 

(-) 

(-) 

(•) 


195 .17) 

19 71) 



Higiirc.s in pnrentlu'scs in cols 3 to 6 icprescnl iiuiiibers and uinoiinls of non-coinpi'tilive hid.Y which 
arc nol included in ihc lotnl Figures in the stpiare brackets under cols 8 and 1 represent weighted 
average pnee and respeclive yield 


Taui.f 5; Auciiijns di 'II-Day 'Iri asury Bili.s 


fAmtiunl III rupfei < low ) 


1 )ale of 
Auclion 

(1) 

Notified 

Amount 

(2i 

Bids Tendeied 

Bid*« AccepU’d 

Subscription 
Devolved 
on RBI 
(Amount) 
(7)* 

Cut otf 
Price 
(Rupees) 

(8) 

Cut-off 

Yield 

Rate 

(Per Cent) 
(9) 

Amount Oiilsiandmg 
on the Date ot Issue 

No 

(3) 

Face Value 
(Anioiml) 
(4) 

No 

(5) 

Face Value 
(Amounl 1 
(6) 

Total 

(10) 

With RBI 
(III 

Oulside RBI 
(12) 

1998 












August 7 

200 00 

12 

680 00 

5 

200 00 

0 (M) 

98 16 

7 50 

(75? (K) 

190 7(1 

3561 .30 



(2) 

(280 00) 

(2) 

(280 (Kl) 

(0 00) 

|98 18) 

17 421 




August 14 

400 00 

5 

240 00 

5 

240 00 

160 00 

98 10 

7.75 

4027 00 

306 70 

3720 30 



(1) 

(l(X)(Kl) 

(1) 

(100 (Ml) 

(0 (M)) 

|98 10) 

|7 75) 




.August 21 

500 00 

3 

45 00 

0 

0 00 

500 00 

98 04 

8 (K) 

4527 00 

761 /(I 

3765 3(1 



(3) 

(225 IK)) 

(3) 

(225 (Ml) 

(0(M)) 

198 oa) 

|8 0()| 




August 28 

5(M) (H) 

0 

0 00 

0 

0 0(1 

.5()().0() 

98 04 

8.00 

5142 (Ml 

1215 70 

3926 .30 



(2) 

(240 (K)) 

(2) 

(24().(K)) 

(0 00) 

|98 04) 

18 (101 




1999 












August 6 

l(K)()() 

16 

1.58 .50 

9 

100 (K) 

(l.(M) 

97 78 

9 08 

3.385 35 

308.20 

.3077 15 



(1) 

(.35 (K)) 

(1) 

(35 (Ml) 







August 13 

100 00 

18 

1.36.50 

1 

5 (M) 

95 (Kl 

97 80 

9 00 

3.360 35 

318 20 

3042 15 



(-) 

{-) 

(••) 

(■) 







August 20 

100 00 

15 

143 .50 

4 

47 00 

.5.3.00 

97.69 

9 46 

2860 35 

291 20 

2569 1.5 



{-) 

(-) 

(-) 

(-) 







August 27 

100 00 

15 

1.52 .50 

9 

I()()(r0 

O.OO 

97,69 

9 46 

2760 .3.5 

271 70 

2488.65 



(1) 

(20().(K)) 

(1) 

(2(M)(M)) 








Figures in parentliescs in cols 3 to 6 represent numbers and amounts ol non-cuinpetilivc bids which are not included in ihe total 
Figures in the square brackets under cul.s 8 and 9 represent weighted average price and respective yield. 

* Bracketed figures in col 7, if any, relate to devolvemcnt on primary dealers, exclusive of RBI - nil 
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Ill 

Primary Market 

Dated Securities 

The first auction of dated securities 
during August was held on August 5 when 
the government announced the price 
auction of the reissued st(K:k of 11.99 per 
cent 2009 paper for a notified amount of 
Rs .l.tKX) crorc. The auction met with an 
overwhelming response. The RBI received 
236 bids for an amount of Rs 7,2.S3.0.'i 
crorc. and accepted 79 bids for the notified 
amount. The cut-off price was Rs 102.90 
with an implied yield of 11.48 percent. Tbe 
cut-off yield was somewhat higher than 
the market expectations, for the average 
of bids had worked out to Rs 102.99, that 
is, higher than the cut-off price. 

The abtwc security was re-issued on 
August 27 again in a pricc-ha.scd auction. 
This time the cut-off price was Rs 102.25 
(implied yield 11.59 percent). Of the 121 
bids received for Rs 3,119 crore, the RBI 
accepted 105 bids for the notified amount 
of Rs 2,500 crorc. 

Thus, by the end of August the govern¬ 
ment had raised Rs 59,630 crore out of 
the gwss market borrowings of Rs 84,104 
crore; private placements and devolvc- 
ments on the RBI had amounted to 
Rs 24.547 ci'orc, while the RBI had sold 
Rs 23,556 ciore through its open market 
operations. 

Between the above two issues, two .states, 
namely, Andhra Pradesh (Rs 400 crore) 
and Tamil Nadu (Rs 200 crore), entered 
the market to raise an aggregate sum of 
Rs 600 crore on Augu.st 19. Since last year, 
state governments have been permitted to 
rai.se through the auction route between 
5-35 per cent of their allotted market 
borrowings. In January, Punjab govem- 
mciit had raised Rs 60 crorc through this 
route. '1 he latest auctions received good 
re.sponse. In the case of AP, as against the 
notified amount of Rs 400 crore. 97 bids 
for an aggregate amount of Rs 1,126.05 
crorc were received. Forty-two bids up to 
the yield of 11.77 per cent per annum for 
an aggregate face value of Rs 4(X) crore 
were accepted, of which 34 bids received 
full allotment and 8 bids received partial 
allotment. ForTN, as again.st the notified 
amount of Rs 200 crore. 73 bids for an 
aggregate amount of Rs 779.05 crore were 
received. Twenty bids up to the yield of 
11.74 percent per annum for an aggregate 
face value of Rs 200 crore were accepted, 
of which 14 bids received full allotment 
and 6 bids received partial allotment. The 
next tranche of the state loans for Rs 3,250 
crorc at coupon yield of 11.85 per cent 
was announced on August 31; the sale of 
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Bonds Market 

There was a flurry of activities in the 
primary bonds market during August in 
an attempt to raise money before the busy 
.season for bank advances sets in October- 
November. Banks are the largest investors 
in the private placement of the bonds 
market, irhere has been a general decline 
in yield rates in all types of issues. 

The month of August also saw the 
dominance of state-level government 
undertakings (nine issues for Rs 1,730 
crore) followed by the Central PSUs (4 
issues of Rs 1,370 crorc). There were the 
IDBI and ICICI (Rs 475 crore), three banks, 
including a foreign bank (Rs 870 crore). 
National Housing Bank (Rs 150 crore), 
and five private corporates (Rs 700 crorc). 

Other Instruments 

Activity in commercial paper (CP) 
market increased con.siderably in the recent 
period as corporates have begun to bar¬ 
gain for bank funds at lower rates of interest-. 
According to the data released by the RBI, 
there was a sudden jump in the quantum 
of CPs issued from Rs 754 crore in the 
fortnight ended July 15 to Rs 2,384 cnirc, 
Rs 1,507 crore and Rs 1,535 crore as of 
July 31, August 15 and August 31, respec¬ 
tively. The ratesof interest also were lower 
by 25 basis points from 9.30 per cent to 


TablI: 7 AuenoNs of .164-Day Trfasury Bius 

(Amitunl in rupees crore) 


Dale of Nntificd 

Bids Tendered 

Rids Accepted 

Subscnption 

Cut-off 

Cut-off 

Amount 

Auclion Amount 



— 


ITevolved 

Price 

Yield 

DuLstand- 


No 

Face Value 

No 

Face Value 

on RBI 

(Rupees) 

Rale 

ingon 



(Amount) 


(Amount) 

(Amount) 


(FVrCent) 

the Date 









of Issue 

(1) (2) 

(3) 

(4) 

(.5) 

(6) 

(7) 

f8) 

(9) 

(10) 

I9‘>» 









August 12 4(«).0() 

7 

488 I.S 

7 

400.00 

0.00 

91 7.1 

9.02 

7677 80 






(0 00) 

191.74] 

[9 00] 


August 2.S 400 00 

1 

500,00 

0 

0 00 

40:) 00 

91.7.1 

9 02 

7677,80 






(().(H)) 

(91 7.1) 

[9.02] 


1999 









Augu.sl II 5(M)00 

47 

982 50 

16 

.5(H). 00 

0 00 

90 70 

10 25 

I1700(K) 






(0.00) 

190.72] 

[10.21] 


August 2S .SOO 00 

46 

948 50 

22 

500.00 

0.00 

90 68 

10 28 

13800.00 






(0.00) 

[90 70] 

[10.25] 



Figures in the square brackets represent weighted average price and the respective yield. 
Figures in brackets represent devolvemcnt on Pnmary Dealers (PDs). 


Table 8 AumoNS or FIxed-Yih j> Repos by RBI 

lAiiuiunI in rupees crore) 


Dole of 

Auction 

(1) 

Nuiidier 

of 

Days 

(2) 

Bids Tendered 

Bids Accepted 

Fixed 
Cut-off 
Yield Rate 
(Per ant) 
(7) 

Estimated 

Amount 

Out¬ 

standing 

(8) 

No Face Value 
(Amount) 

(3) (4) 

No 

(5) 

Face Value 
(Amount) 
(6) 

11 Jul 

4 

1 12 

1 

12 

6 

12 

01-Aug 






12 

02 -Aug 

3 

1 33 

1 

33 

6 

45 

Aug 3 to 23 or 







(22 auctions) 

4 

No application was received 

6 

45 

Total 


2 45 

2 

45 




10-year loan was to be conducted on 
September 8. In April this year, the RBI 
had raised Rs 6,990 crore on behalf of the 
states through a similar 10-year loan at a 
coupon rate of 12.15 per cent. 

Treasury Bills 

The interest in treasury bills continued 
to be subdued. The number of bids received 
in the auctions indicated that the interest 
was largely restricted to primary dealers 
who were compelled to put in their bids 
in fulfilment of theirbidding commitments. 
Theyieldon 14-day TBs was kept constant 
at 8.61 per cent in the initial two weeks 
of the month although the RBI had to take 
dcvoivcment of Rs 75 crore in the second 
auction. In the last auction of (he month 
it was reduced to 8.09 per cent as the 
response was more than double the notified 
amount of Rs 100 crore (Table 4). The 
91-day bill auction too devolved on the 
RBI for Rs 95 crore in the second week. 
The RBI reduced the yield on this paper 
from 9.08 percent to 9.00 per cent (Table 5). 
The yield, however, jumped significantly 
to 9.46 per cent in the auctions held in the 
third and fourth weeks of the month. 
Similarly, the yields on 182-day and 364- 
day bills were also increa.sed from 9.31 
per cent to 9.89 per cent and from 10.25 
per cent to 10.28 per cent, respectively 
(Tables 6 and 7). 
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Aptenoix Tabls: Seednoaiiy Maiwet Oferatxins wGavEUNMenr Paper; RBI's SGL Data 


(Anmuil M rupees crorei 


Descnptioiis 



AMT YTM CY AMT YTM CY AMT YTM CY AMT 


3Z 

YTM 


CY 


Tolil for the Month 
Of Aurum 1999 
AMT YTM CY 


1 Treasury Rills 
















A Id-Day Bills 

26.50 

8.99 


941 

8.88 


122.26 

8.75 


1.52 (X) 

8.04 


310.17 

8.43 


B9l-Oay Bills 

111.48 

8.87 


1.37 61 

8.87 


75.05 

8.87 


180 53 

8 68 


.504.67 

8.80 


C 182-Oay Bills 

26.15 

9.71 


35.40 

9.79 


21.25 

9.43 


34.50 

9.41 


117.30 

9.59 


U 364-Day Bills 

2 GOI Dated Securities 

1200.81 

10.00 


529.74 

9.99 


339.57 

9.95 


1414 47 

9 94 


3484.59 

9.97 


A Converted (Per Cent: Year) 















• • 13.25. 

2000 

20.00 

10.21 

13 00 

10.56 

10.52 

13.02 

25.00 

10 46 

13.01 

. 

. 

. 

.5.5..56 

10.38 

13.01 

II 75. 

2001 

.55.00 

10 47 

11.49 

.35 00 

10.4.3 

11.48 

115..50 

10 42 

11 48 

2.32 (X) 

10.47 

11.49 

437.50 

10.45 

11.48 

I2..50. 

2004 

.551.03 

10.95 

11.85 

775.03 

10.96 

II 86 

1036.00 

11.01 

II 88 


. 

. 

2362.06 

10.98 

11.86 

Sub-total 

626.0.3 

10 88 

11.86 

82()..59 

10 9.3 

11.86 

II76..50 

10.94 

II 86 

2.32.00 

1047 

11.49 

28.55.12 

10.89 

11.83 

B Regular (Per Cent’ Year) 
















13 00, 

1999 

90.00 

10.33 

12 97 


. 

- 

- 

. 

. 

290.00 

9.58 

12.94 

380.00 

9.76 

12.95 

13 40. 

1999 

2.00 

9.58 

13 24 

6 70 

9.97 

13.25 

24..50 

9.71 

1.3.23 

115.00 

9.81 

13.23 

148 20 

9.80 

13.23 

II 40. 

2000 

222.00 

10.28 

II 27 

.340.25 

10.26 

11 27 

316.00 

10.32 

11 28 

385.00 

10 14 

11.25 

1263.25 

10.24 

11.27 

11 64. 

2000 

75.00 

10.24 

11.50 

15.00 

10 18 

II 49 

30.00 

10 22 

11,.50 

107 00 

10.16 

11.49 

227.00 

10.20 

11.49 

12.14. 

2000 


- 

- 

- 

- 

- 

20.50 

10.08 

II 96 

I02.(X) 

10.04 

11.95 

122.50 

10.05 

11.95 

12 60. 

2000 

- 

- 

- 

0 10 

10.30 

12.48 

30.00 

10.14 

12.46 

15,00 

10.11 

12.45 

45.10 

10.13 

12.46 

13.85. 

2(X)0 

25.00 

10.52 

13.32 

- 


. 

5.00 

10.25 

13 25 

14.70 

10 32 

13.26 

44.70 

10 42 

13.29 

10.85. 

2001 

10.00 

10.42 

10 77 

47.02 

10.42 

10.77 

45.00 

10.34 

10 76 

246 00 

10.42 

10.77 

.348.02 

10.41 

10.77 

11.47, 

2001 

15.00 

I0..56 

II 27 

. 

- 

- 

- 

- 

- 

500 

10.47 

11.25 

20.00 

10..54 

11.26 

11 55, 

2001 

90 00 

10.45 

11.35 

145.01 

10 42 

II..34 

155.00 

10.38 

II 33 

230.00 

10.38 

II..33 

620.01 

10 40 

II..3.3 

12.08. 

2001 

10.00 

10.48 

11.78 

10.00 

10 46 

II 77 

- 

- 

. 

I0,(K) 

10.34 

11.74 

30 (X) 

10,43 

II 76 

13.55. 

2001 

- 


- 

10.00 

10.54 

12 80 

- 

- 

. 

1000 

10.77 

12 84 

30.00 

10.65 

12 82 

13.75. 

2001 

- 

- 

- 

- 

- 

- 

- 

- 

- 

15 (X) 

10,65 

13,10 

15 00 

10 65 

13.10 

11.00. 

2002 

20 00 

10.57 

10.90 

II 00 

10.59 

10 90 

- 

- 

. 

70 00 

10.63 

10 91 

101.00 

10 62 

10.91 

II 10. 

2002 

40.00 

10.71 

10.98 

- 

- 


- 

- 

. 




40 00 

1071 

10.98 

il 15. 

2002 

95.00 

10.62 

II 00 

215.00 

10.61 

11.00 

400.00 

10 64 

11.01 

I90(X) 

10.64 

11.01 

900 00 

10 63 

II 01 

11.55. 

2002 1 

0.52 

10.65 

11.28 

30.50 

10 62 

11.27 

- 



45 00 

10 62 

II 27 

76.02 

10 62 

11.27 

II 68. 

2002 

100.(8) 

10.63 

11 39 

55.00 

10 60 

li .37 

70.00 

10.59 

11 37 

45 00 

10.53 

11.35 

270.00 

10.60 

11.37 

12.69. 

2(K)2 

- 

- 

- 

20.00 

10.64 

12 12 

fO.OO 

10.66 

12.12 

90.87 

10.76 

12.14 

160 87 

10.71 

12.13 

13 82. 

2002 

- 

- 

- 

. 

- 

- 

10.00 

10 70 

12.79 

500 

11.91 

12.89 

15.00 

10.80 

12.82 

11.10. 

2003 

225 00 

10.72 

10 98 

175.00 

10 72 

10.98 

1.50.00 

10 74 

10 99 

81..50 

10.84 

11.02 

631 .50 

10.74 

10 99 

11 75. 

2(X).3 

10.00 

10 73 

II 39 

20.(K) 

10 74 

II 40 


- 

- 

10.00 

10.84 

11.4.3 

40.00 

10 75 

11.40 

11 78. 

2003 

- 

- 

- 

25.00 

10 76 

II 41 

- 



69.00 

10.84 

II 44 

94 00 

10 82 

II 43 

11.83. 

2003 

25.00 

10 75 

II 45 

- 


- 

40.00 

10.72 

11.43 

25 00 

10.78 

11.45 

90 (X) 

10 74 

11.44 

11 50. 

2 (KM 

225.00 

10 95 

II 28 

195.00 

10 95 

11.28 

275.00 

10.96 

11 28 

285.00 

10 94 

11.28 

980.00 

10.95 

11.28 

11 95. 

2004 

35 (8) 

10 97 

II 53 

20,00 

10.97 

II 53 

35.00 

10.96 

11.52 

125.00 

II 05 

II..56 

215.00 

11.01 

11.55 

11.98. 

2004 

160 (8) 

10.97 

II 54 

190.00 

10.96 

11 53 

215 00 

10 97 

11 54 

8.34.00 

11.00 

II..55 

1399.00 

10 99 

11.54 

12.50, 

2004 

- 

- 

. 

- 

- 

- 

- 

. 

. 

10.36.11 

II 00 

II 87 

1036 11 

11.00 

II 87 

12.59. 

2(X)4 

0 50 

10 92 

II 87 

25:00 

II 02 

II 91 

25.00 

10.95 

11.88 

200.00 

II 08 

II 93 

250.50 

11.06 

II 92 

8 25. 

2005 

15.00 

II 13 

9 44 

15 00 

II 13 

9 44 

. 

- 

. 

. 

- 

_ 

.30 (X) 

II 1.3 

9 44 

11.19. 

2005 

100.25 

II 05 

11.13 

160 75 

11.07 

II 13 

116 25 

11.01 

11 10 

83.10 

11.19 

11.19 

460 35 

II 07 

11.1.3 

11 25. 

2005 

1500 

II 07 

II 17 

5.00 

II 08 

11 17 

5(X) 

11.12 

11 19 

5 00 

11.20 

II 23 

30 (X) 

II 10 

11.18 

14.00. 

2(8)5 

10(8) 

11.12 

12 50 

22..30 

11.29 

12 .58 

0 77 

11 14 

12.51 

0 08 

II 34 

12 60 

33 15 

II 24 

12.56 

14 00, 

2005 1N.STA 

5 38 

II 19 

12 49 

40 00 

II 27 

12.53 

- 

. 


50.00 

II 15 

12 46 

95 38 

II 20 

12.49 

II 68. 

2(8)6 

45 00 

II 17 

11 42 

35.00 

11.17 

11.42 

15 00 

11.1.3 

11,39 

.30 00 

II 20 

II 43 

125,00 

II 17 

11.42 

II 75 

2006 

110.00 

II 17 

II 45 

55.00 

11.17 

II 45 

40 00 

11.14 

11.43 

75 00 

II 18 

II 45 

280.00 

11.17 

11.45 

13 85. 

2006 INSTA 



- 


- 

- 


. 


22.50 

11.24 

12 34 

22 SO 

11.24 

12 .34 

II .50, 

2007 

5.3,30 

11.32 

II 40 

65 00 

11.33 

II 40 

- 

- 

- 

0 10 

11.40 

II 44 

118.40 

II 33 

11.40 

II 90, 

2(8)7 

.369.89 

II 32 

II 56 

320 00 

11.32 

II .56 

.575 00 

11 34 

11.57 

771 00 

II..37 

II..59 

2035.89 

11 -.34 

11..58 

1 3,05. 

2007 

25.06 

II 39 

12 05 

55.02 

II 39 

12 05 

68.53 

11 43 

12 07 

105 (K) 

II 43 

12 07 

2.5.3 61 

11.42 

12.0n 

13 65, 

2007 

1.49 

11.31 

12 23 

- 

- 

- 

- 

- 

. 

10 00 

11.45 

12 31 

II 49 

11 43 

12 30 

12 00, 

2008 

85.01 

11.44 

11.65 

60.00 

11.45 

11.66 

86.00 

11 SI 

II 69 

6.5.00 

11.48 

II 67 

296.01 

II 47 

' 1 67 

12 25. 

2008 

117.72 

II 46 

11.74 

80.00 

II 49 

II 75 

80.50 

11.49 

11.76 

291 50 

11.52 

11.78 

569.72 

11.50 

11 76 

11,.50. 

2009 

5.25 

11.49 

11 .50 

5.40 

11.47 

II 49 

20 00 

11.46 

11.48 

32.00 

11.51 

II.SI 

02 65 

II 49 

11..50 

11 99. 

2009 

5.34.90 

11.54 

11.69 

884.94 

11.53 

II 68 

1536.77 

11.51 

II 67 

1696.77 

11 55 

11.70 

465.3.38 

11.53 

11.69 

11.50. 

2010 

90.86 

11.49 

11..50 

30.00 

II 53 

11,55 

5,00 

11.54 

11.53 

5 00 

II 69 

II 64 

1.30.86 

II.SI 

II .52 

1229. 

2010 

1931 

11.63 

11 82 

100.00 

11.62 

II 82 

55.00 

II 64 

II 8 .3 

177.35 

II 69 

11.87 

.351.65 

II 66 

11.84 

12,32. 

2011 

487.00 

11.74 

il <8) 

627.25 

11.73 

II 89 

405 00 

11.75 

11.90 

2335 25 

II 79 

11.93 

38.54,50 

11.77 

II 91 

12.40, 

2013 

477.65 

11.87 

II 97 

75.00 

11 87 

11 97 

397.23 

11.85 

II 96 

1994 84 

11.9.3 

12 02 

2944 72 

11.91 

1200 

12 30. 

2016 

1I3..50 

11.91 

11 99 

91.25 

II 97 

12 02 

90 33 

11.92 

11.97 

108.3 35 

12 08 

12.11 

1.378.44 

12.05 

12 09 

12 60, 

2018 

33 55 

12.02 

1209 

36 07 

12.02 

12.08 

121.46 

12.01 

12 08 

148..’0 

12 15 

12.20 

339.38 

12 07 

12.1.3 

Sub-total 

4192.95 

11.24 

11.61 

4321.78 

1120 

11.56 

5530.34 

11.23 

11 59 

13660 97 

II 37 

11.81 

2770605 

11.30 

11.70 

C 7<ti) Coupon Bonds 

107.94 

10.11 

7.62 

111.25 

10.10 

7 35 

207.37 

9.78 

7.S5 

474.50 

9 75 

764 

901.06 

9.84 

7.58 

(A+B+C) 

D RBI's Open Market 

4926.92 

11.17 

11.56 

5253.62 

11.13 

II 51 

6914.21 

1! 14 

11.51 

14367 47 

11.31 

11,67 

31462.23 

11.22 

11.59 

Operation 

1827.45 

10.93 

11.49 

. 

- 

. 

501.21 

11.84 

11 95 

1976 81 

11.76 

II 91 

4.305,47 

11.42 

11.7.3 

(A+BaC+D) 

6754.37 

11.10 

11.54 

5265.62 

11.13 

II 51 

7415.42 

11.19 

11,54 

16346 03 

II 36 

II 70 

35781 45 

11.24 

II 61 

3 REPO 


1397.00 



570.00 



1.598,00 



1120 00 



4685 00 



4 State Govt .Securities 

.360.53 

11 75 

11.80 

.50.17 

11.76 

11 93 

3.13 

11.81 

11 92 

.33 86 

II 81 

II 94 

447.69 

11.76 11.83 

Grand total (1 to 4) 

9876.84 



6597.95 



9574,68 



19281 .39 


45330 86 




(-) means no trading YTM = Yield to maturity in percentage per annum CY = Current yield in per cent per annum. Secuniics with small-size 
transactions (Rs 10 crore or less) and inflation linked bonds have been dropped from the above list but included in the respective totals. 

Notes: (t) Yields are weighted yields, weighted by the amounts of each transaction. 

(2) Current yield has not been worked out for treasury bills. 
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9.10 per cent .ii the minimum but were 
somewhat hiplicr at 12.50 against 12.(X) 
per cent at lh>' niaximuin. In addition, 
several coipuraics including Deepak 
Ferti liscr and IV trochcmicals Corporation 
and Blit wi re i.iied by rating agencies for 
their CF piDgrainnies. 

Conveisely. activity in CDs was lower 
on aceoiini ol the absence of competition 
(or bank deposits. As per the data avail- 


Tamii Kii’dThansaciionsinGovlrnmrntHapi-r 
(Otiiik than voiii oil KBI), Auensr 1999 

(Rupees crore) 


Repo Period 
in Nninher 
of Days 

Aiiiiiimt 

(Rupees 

Oorc) 

Range of Inleresi 
(Percent 

Per Annum) 

(A) Dated .Si-ciiiides 

1 1168 

7 1.>1-2.3 (K) (12 40) 

2 

124 

7.9.3-13 00 (9 67) 

t 

1397 

5 50-28 00 (15 21) 

4 

300 

8.20-10 15 (8 91) 

.S 

I8.S 

8.20-10 15 (8 89) 

6 

180 

8.20-10 10 (8 33) 

10 

n.s 

8 .30-10.25 (9 47) 

II 

160 

8 40-8 .50 (8 46) 

12 

88 

8.35-8.75 (8 49) 

14 

420 

8 40-11.25 (9 26) 

18 

80 

8.90-0 (8) (8 96) 

l‘) 

2S 

10 25(10 25) 

97 

67 

10.20 (10 20) 

All Issues 

1 07 

4320 

5 .50 28 (K) (11 94) 


(B» 9I-I)ay TBs (All Is.sues) 

14 S (i 00 (8 (K)) 


tCl 182-Dav 'IBs (All Issues) 

110 141 7 I0 I02S (861) 

(D) 't64-Day TBs (All Issues) 

1-10 219 8(X)-2.S00(l.m) 

I'lguies III brackels me weighted average iniciesi rale. 


able as ol July 30, the new CDs have 
ranged from Ks 30 to Rs 40 crore per 
rortnight; the outstanding amount of CDs 
at Rs 3,463 crore as against Rs 7,287 crore 
a year ago. 

IV 

Secondary Market 

Dated Securities 

Prices ol government securities were 
volatile during the month. Initially, the 
prices increased sharply as the primary 
dealers and foreign banks took positions 
in long-dated securities on expectations of 
CKR and interest rate reductions. In I act, 
one-year yield fell to below 10 per cent 
while IO-year yields dipped to around 
11,45 per cent. The prices of bonds 
appreciated by as much as 70 paisc at the 
short end and Rs 2.50 at the long end. The 
market interest continued to remain in 
medium- and long-dated securities. Once 
it was clear to them that the RBI may not 
reduce the rules in the near future, the 
market players began to look tor liquidity 
to cover their statutory obligations. By 
this time ihe liquidity in the market had 
dried up and the market had little choice 
hut to raise funds through .sale of sceuritics. 
This resulted in a sharp fall in security 
prices (Appendix Table). There was also 
a sharp drop in the turnover in the 
government securities market from Rs 
32.692 crore in the week ended August 


6toarangcofRs 18.002 crore to Rs 9,133 
crore in the subsequent four weeks ending 
September 3. The behaviour of yield curve 
during August shows some narrowing of 
(he yields between short-dated and long¬ 
dated securities (Graphs D and E) as bet¬ 
ween the first and the second half of the 
month. For.some period now such a narrow¬ 
ing has been occurring as a result of, 
amongst other things, the increased shift 
by the RBI in favourof long-datedsecurity 
issues and thus their larger supply in a 
situation of excess liquidity in the system. 

Repos and OMOs 

The overwhelmingly good response to 
the 11.99 per cent 2009 .security auction, 
prompted the RBI to be aggressive on 
its open market operations window 
almost immediately after the auction. 
Accordingly, it placed 11.98 percent 2004 
and 12.40 per cent 2013 securities on its 
OMO window. As explained below, a 
substantially high yield offered on the 
latter security hclpt^d the RBI to mop up 
as much as Rs 2,323 crore. while the 
former gave only Rs 155 crore . In fact, 
the OMO window at this time also acted 
as a market signal attempting at ctKiling 
(he .securities market (hat had witnc.s.sexl 
prices spiral as hanks and primary dealers 
t(K)k position on expectations of an interest 
rate cut. The RBI sold Rs 5.772 crore worth 
of .securities in the four weeks of August. 

The RBI was also seen to be using the 
OMO window for price signals. For inst¬ 
ance, after the auction of 11.99 per cent 
2009 security, when the market witnessed 
an overwhelming rcspon.se. the RBI 
immediately placed 12.40 per cent 2013 
security at a price that was 25 pai.se below 
the market price. The market reacted to this 
and the security prices fell immediately. 

The fixed rate repos continued to act as 
effective ilwir for the overnight rates. 
Barring Rs 45 crore received in the first 
week of August, the fi xcd rate repos hardly 
generated any market response (Tabic 8). 
Inter-bank repos have also been meagre 
during August (Table 9). 

Bonds and Other Instruments 

As a result of the liquidity shortage, 
(here has been a sharp reduction in the 
turnover in the NSE’s commercial debt 
market, particularly during the last three 
weeks of August (Table 10). However, 
interestingly, as a result of increased 
primary issues of CPs, their transactions 
in the secondary market picked up 
somewhat towards the end of the month. 

[The background work for this review was 
done by V P Prasanih, Kafiq L Ansari and 
Dipii Parikh.J 


TaBIT. 10. OlX-RAIKlNS 1 ) 1 - NaIIONAI. .STUCK Exi MANliB (N.SB) miRIM, All(ill.ST 1999 - Aouai 

Tradlo Amount 

(Ruitces I rnre) 


IVscnptors _Week EndingjAiigii'4__ Total during 



27 

20 

13 

6 

Aiigast 

July 

June 

! Treasury Bills 

413 (Kl 

2 (K) 00 

265 00 

316(8) 

ll»6 00 

596 57 

993 51 

i) 14-day Bills 

- 

1 00 

3 (8) 

- 

6.00 

22.50 

40 41 

11 ) 91-ilay Bills 

21.00 

I 00 

10 00 

35 (8) 

(s7 00 

97.95 

108 83 

Ml) IK2-dav Bills 

7 00 

l()(K) 

10 00 

6 .(8) 

3 .3 00 

82 01 

18 77 

IV 1 364 day Bills 

337 (K) 

188.00 

- 

2 /5 (H) 

81)0 (8) 

.394 12 

825 50 

V) Repo 

2 Dated .Securities 

50 00 
.3383 00 

3993.00 

240 (8) 

3724.00 10646 00 

23946.00 

25228 97 

14.551 12 

(A) GOI Securities 

3522.(K) 

3878.00 

5724 00 10621 (8) 

23745 00 

25104.46 

14409.63 

I) Converted 

481 00 

566 (K) 

1256.00 

999 00 

3302 00 

.3296 56 

16.34 13 

ii) Regular 

2878 00 

3237.IK) 

4268 00 

9382 00 

19'/65 00 

20535.00 

12080 00 

III) Zero Coupon 

95 00 

75 (K) 

170 (8) 

240 00 

580 00 

1271.70 

520.00 

IS ) Cap Indcx-'il Bonds 

- 

- 

- 

- 

0 (8) 

0.20 

0 (8) 

V) GCB 

- 

- 

- 

- 

0 00 

1 00 

2 50 

vi) Repo 

68 00 

- 

30 (8) 


98 00 

0.00 

173 (8) 

(ID Slate Govis Slocks 

61.00 

11 5 00 

- 

25 (8) 

201 00 

124.51 

141..50 

3 PSD Bonds 

0 00 

24 (X) 

57 (8) 

72.70 

153 70 

197 3.3 

90.45 

1 ) fax free 


12 (K) 

55 00 

57 7-' 

124 70 

30.52 

9 66 

II) Taxable 


12 00 

2 .(8) 

15 (8) 

29 00 

166.81 

80.79 

4 Commercial Papers 

90 00 

20.00 

38 (8) 

95 00 

243.00 

616 00 

308.00 

3 rciMlicalcs of Deposits 

5 00 

10 00 

10 .(8) 

- 

25.(8) 

20 00 

35.00 

(i Debenluies 

5 00 

7(X3 

4 00 

10 00 

26.(8) 

.52 21 

45..50 

7 f'liialing Kate Bonds 

30 (K) 


- 

60.00 

>)0.00 

190.00 

* 90.00 

8 Oiheis* 

54.00 

41 00 

41.(8) 

81 (8) 

217.00 

235.74 

97.00 

Gr.ind Total (volume) 

4182 00 

4295.00 

6139.(8) 11280 7() 

25896 70 

27l.''6.83 

I62I0..58 

Avei.igc per day working 
a Giivernmeiu Paper (1-(■2) 666 33 

698 83 

998 17 

1827 00 

1047.58 

1076.06 

647.69 

b Olliers (.3-f4+.3+6-i-7-i-8) 30.67 

17(H) 

2.3.00 

.53.12 

31 45 

54.64 

27.75 


- No trading CJCB Government Compensation Bonds. * includes Non-SLR Institutional Bonds. 
SLR Inslilulinnal Boiiua, Bank Bonds, Promissory Notes, Units of UTI, Company Notes and Zero 
Coupon I’.SII Bonds and others. 
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KASHMIR 

The Negative Vote 

For the hulk of the population of the Valley electoral participation in 
the current context of a political impaxse only symbolises support for 
the legitimating^ structures which have been called into question and 
form the basis of the militant movement. The verdict, not surprisingly, 
is given through non-participation. 


WHILE elections cannot be seen as a 
sullicicnt basis to gauge the substance of 
dcnKK'rjcy anywhere in India, least of all 
Kashmir, a high participatory content in the 
electoral prtK’cssdoes lend some semblance 
ol legitimacy and significance to elections 
as an institution of dcmcx-'racy. In the ongoing 
parliamentary elections, even this basic 
requirement has not been fulfilled in the 
Valley. According to olTicial statistics the 
voter turnout for the first pha.se of Lok 
Sabha polls in the Srinagar constituency, 
comprising two central Kashmir districts, 
was a mere 11.96 per cent. 'litis is perhaps 
the lowest ever voter turnout anywhere in 
the history of Indian elections. 

More than the incidence of voting it is 
the distribution of voter turnout across 
segments of the constituency that is more 
revealing. Almost 25 per cent ol the total 
iiiiTKHii has come from one segment, Chrar- 
e-sharif. the place where the shrine of the 
.sufi saint Noor-ud-din Ri.shi was gulled, 
which is under complete army control. In 
Chrar, the turnout was 55 per cent. If this 
is ignored on the giouiids of being a clear 
case ol voting under coercion then theov erall 
percentage of voter turnout drops to just K 
per cent. 'Ilic segmcntwisc distribution of 
turnout within the constituency is: Ha/.ralbal 
5.5 per cent. Zadibal 3 per cent. Idgah 2 
per cent and Habakadal. a pathetic 0.5 per 
cent! litis is as good a complete boycott 
of the polls by ine people as there can be. 
By all accounts the mass boycott was 
voluntary. Doubtless, the boycott appeal by 
the All-Party Hurriyait Conlercncc, an 
umbrella organi.sation of secessionists ol 
various hues, had its effect. 

The low level of voter participation is 
neither sudden nor surprising. In the six 
parliamentary elections held in Jammu and 
Kashmir before 1989, the average turnout 
was 55 per cent. In Srinagar, voter turnout 
was about 65 per cent. In 1996, it was 
41 percent which declined to 31 per cent 
in 1998. 

The current levels of voter participation 
seem to suggest is that the voter in Kashmir 
has now rejected the system. The rank-and- 
file of the National Conference, which is 
cadre-based, may have been bruised and 
battered but had not been wiped out. Now 


it would appear that Farrxx] Abdullah's 
suppmt to the BJP has disappointed the 
rank-and-file; Gandarbal which is his 
‘hereditary constituency* polled under 10 
per cent. Clearly, .Saif ud-din Soz was 
reflecting the worker sentiments when he 
revolted against the high command and 
voted against the BJP. Within the framework 
of mainstream understandingof the Kashmir 
i.ssue wherein rigged elections are the root 
cause of the problem, it can be argued that 
thc.se numbers do not mean much. While 
there arc well-founded reasons to say so, 
the fact remains that numbers show a clear 
declining trend in the po.st-1991 period when 
the incentive to show high participation 
turnout would have increased for the 
goventment for very obvious reasons. 

This IS not to suggc.st that the incidence 
of participation has not been rigged in the 
past; in fact the electoral manipulation has 
been much worse. The distinguishing feature 
of elections in Kashmirhas been the number 
of candidates 'elected unoppo.sed'. It is not 
well known that the incidence of candidates 
elected unopposed is the highest in Kashmir. 
Hie numbers are startling: in 1951, 73 out 
of a total ol 75 scats were won by National 
Conference unconlested; in the 1957 
elections, 43 candidates out of 75 were 
elected unoppo.sed; 70 candidates were 
returned unoppo.sed in the 1962 elections. 
In 1967. nomination papers of 118 oppo¬ 
sition candidates were rejected to have 39 
out of 75 assembly con.stituencies returned 
candidates unopposed! 

But it is neither the low participation 
which has attracted attention nor the ‘no- 
conte.st’ elections which is a major tailing 
of this election in Ka.shmir. *1110 basic failure 
of the electoral process in Ka.shmir so far 
is that they arc incapable of extending 
the voting rights ol Ka.shmins to beyond 
the confines of institutionali.scd electoral 
arcna.s. The demand that has been made in 
the Valley is to extend the scope of this 
arena. 

Within the .systemic givens, the exercise 
of franchise has not and indeed cannot lead 
to an effective articulation again.st political. 
scKial and economic exploitation that the 
people of Kashmir have been subjected to. 
It is this reason that has consistently kept 


_COMMENTARY 

people out of the electoral process; it is not 
so much rigging. True that is a factor but 
not the basic factor. 

For the bulk of the population, electoral 
participation in the current situation of 
political impasse symbolises the intention 
to he loyal to the legitimating structure 
which has been called into question and 
forms the basis of the militant movement 
in Kashmir. Thus, the verdict is seen to be 
given through non-participation. The 
government and the Election Commi.ssion 
may like to think that their job is over with 
the administration of elections. But anybixiy 
who has witnessed the electoral process in 
Kashmir will he struck by the farcical nature 
of the entire exercise. 'The regional press 
has been virtually banned by the government 
from covering the electoral prtKe.s.s with the 
home department ordering all ka'al dailies 
not to publish .statements which instruct the 
people not to vote. In the last parliamentary 
elections, the militants reacted to this 
directive with the result the papers suspended 
publication prior to the elections. In a 
majority of constituencies and segments 
within constituencies even a single election 
meeting has not been held nor has any party 
circulated an election manifesto stating its 
priorities. If all this was not enough, the 
award ol the Delimitation Commi.ssion prior 
to the last parliamentary elections 
perpetuated the farce by reducing the relative 
representative strength of the Valley. In the 
face of such gmss violations of ethical 
electoral practices, it is doubtful how any 
elections in Kashmircan be taken seriously. 
'Ilie entire process of conducting elections 
has wrecked haviK even with the practice 
of formal dcmticracy. let alone the substance 
of a true democracy. 

All that elections .seek to do in Kashmir 
is legitimising prc-dctcrmincdchoiccs. They 
arc in no way serving as mean for effective 
articulation of political, stKial and ccoiurmic 
exploitation of Kashmiris. The people of 
Kashmir may not support militancy with the 
same degree of enthusiasm as they did in 
the period 1989 to 1992. But that is in no 
way going to translate into a vote tor India 
or a mandate for any party which is status 
quoist. That this premise which has formed 
the basis for all initiatives in Kashmir is 
misplaced has been now proved beyond 
di.spute. The symbiotic relationship of the 
state, its repressive arms and the ci vil bureau¬ 
cracy has imparted a strand of authorit¬ 
arianism to the relationship between tlie 
India and Kashmir. It is this that needs to 
be broken before any meaningful elections 
can be conducted. Whatcvcrcl.se they might 
succeed in doing, elections in Kashmirhave 
not and will not dignify democracy. That 
is for sure. 


Economic and Political Weekly September 18. 1999 


2703 



BIHAR 

Lok Sabha Election: Playing 
the Semi-Finals 

Indu Sinha 

This election in Bihar is unique in more ways than one. The rapidly 
changing political equations have finally given way to the bipolar 
contests between the two main coalitions: the Congress, the CPI(M) 
and the Rashtriya Janata Dal as one pole and the BJP and the 
Janata Dal (United) as the other. With the People's War and the 
MCC boycotting the election.^, the state is not likely to .see a peaceful 
time in the weeks to come. 


Ti IF. Ia.st Lnk Sabha clcctionof this century 
is going to rearrange the political mosaic 
in Bihar. Old political .settings arc likely 
to emerge with new power conrrgurations. 
Bihar, at the threshold ol the next centirry 
is not in a mood to retain the decade-old 
regime of ‘factional social justice’ because, 
the time has arrived fur a trickling down 
of the ‘social ju.sticc’. This is what the pre- 
poll review of the situation indicates. 

I'his election is unique in more than one 
sense. The rapidly changing folitical 
equations have finally given way to bi¬ 
polar electoral contest between the two 
main coalitions; the Congress, the CPKM) 
and the MC'C rallying round the ruling 
Rashtriya Janata Dul, as one pole and the 
BJP and the Janata Dal (United) as the 
other. While, one segment of the traditional 
left - the CPI(M) - has remained in the 
RJD-Congress coalition, the other and the 
bigger segment, the CPI has snapped away 
on .seat-sharing issues. The revolutionary 
left, the CPI(ML) Liberation has opted to 
contest .separately. In Jharkhand region, 
while efforts for a final unity between all 
splinter and small groups failed, the second 
stage unity between four small groups 
succeeded in the formation of the 
Jharkhand Front and some electoral 
understanding has been reached between 
the JMM<S) and the JMM(M), creating 
two small poles. While, upper-BCs-OBCs- 
dalit votebank is divided between the poles, 
the Muslim vote is united (though local 
influence and factors cannot be ruled out) 
in favour of the RJD-Congress coalition. 

Tlie gender aspect of this election is as 
di.scouraging as ever, with few female 
candidates in the fray. While the RJD has 
only three women candidates, women 
are entirely absent in the JD(U) list of 
candidates. The Congress and the BJP 
have fielded two candidates each, while 
the CPI and the CPI(M) have no female 


candidates. The Liberation has fielded two 
women candidates. Among the Jharkhand 
parties the wife of the JMM(S) supremo 
Shibu Suren is contesting from Dumka, 
the numberof female contestants altogether 
being only 10. 

The conduct of the elections in this state 
- ravaged by floods especially in 17 disUicts 
with ultras active with another 17 districts 
declared as ‘extremist-affected’ and 
crumbling with the frequent bloody clashes 
between the MC(' and the People’s War 
both of them boycotting the polls - is a 
herculean task for the administration. The 
di.scovcry of duplicate ballot boxes in nine 
out of 55 districts across the state, however, 
nas put raid to the possibility of fair elcc- 
tir)ns. That, out of 3,80,0(X) ballot boxes 
delivered by the Flection Commission, 

1,387 (in seven districts) ballot boxes had 
duplicate numbers, was conflrmcd in the 
statement issued by the Election Com¬ 
mission on August 25. The officially 
confirmed liK'al figure is above 1,500. The 
EC is making certain special arrangements 
to prevent more breaches of the poll 
process.' 

The budget sanctioned^ for conducting 
election in 54 constituencies distributed 
over 84,000 polling booths is Rs 81 crore 
with an additional Rs 10 crore sanctioned 
for the critical law and order situation in 
the state. The state government has asked 
for 750 companies of paramilitary forces 
from the centre^ wiih over 70 per cent 
polling booth.! having been identified as 
‘sensitive’ in many districts. Foi instance, 
in Ha/aribagh alone 80 companies of 
paramilitary force have been demanded in 
view of extremist as well as communal 
threats in Vai.shali (85) and in Patna (25) 
in view of a small segment of this consti¬ 
tuency - Masaurhi storming with frequent 
bloody cla.shes between the MCC and the 
PW. Out of IbOpolling booths inMasaurhi. 


107 are sensitive. Article 144 has been 
imposed over Pama district on August 18 
until the counting is over. Altogether;2,Sp0 
polling booths are identified as sensitive 
inPatna district alone, whilethe percentage 
of sensitive booths in some of the central 
and south Bihar districts, for instance, 
Bhojpur is 73, Gaya is 81, and Hazaribagh 
is 69. 

The Equations 

How is this mainly bi-polar contest," 
with a triangular fight in some consti¬ 
tuencies going to culminate'.^ The RJD 
supremo Laloo Prasad Yadav has 
‘finalised’ 14 seats adjusted in favour of 
the Congre.ss. 

The Congress is contesting nine seats, 
in the Jharkhand region, where it has to 
face the BJP contestants in most places; 
two seats in central Bihar and three in the 
north where it has to face the JD(U) 
contestants. 

The CPI is contesting altogether nine 
scatsNalanda, Hazaribagh, Godda, Betiah, 
Madhubani, Balia, Khagaria. Buxer and' 
Jamshedpur of which it has to contest the 
RJD on four and the Congress on two. This 
courage to snap away from the coalition, 
however, could not .satisfy the party leader 
of the CPI in the a.s.scmbly, who resigned 
showing grave ‘dissatisfaction’. The 
CPI(M) is satisfied with two seats of 
Pumcaand Bhagalpur. adjusted in its 
favour and Dhanbad, the traditional scat 
of the Marxist Co-ordination Committee 
(Mt'C) usually contested and won by A 
K Roy, is left ‘reserved’ for him. The RJD 
is now contesting 36 seats, out of which 
on two scats - Hazaribagh and Gtxlda the 
RJD and the Congress are playing a 
‘friendly match’. The Congress is con¬ 
testing altogether 16 scats. The ruling 
party (RJD) had to face another blow on 
Augu.st 23, when one of its ministers 
Devnath Prasad resigned from the ministry. 
Former MP, Ramswarup Ram and the 
former minister, Harinarain Singh, along 
w ith Devnath Prasad, joined JD(U). Some 
other RJD local leaders of Nalanda district 
also followed the suit. 'The local leader¬ 
ship of the Congress also revolted with 
Shyam Sunder Singh Dheeraj resigning 
from the party to join JD(U) after he was 
assured of getting ticket from his con¬ 
stituency, Begusarai. 

Uic seat adjustment pattern within the 
BJP-JD(U) coalition indicates a different 
trend. Unlike the RJD, it is the BJP, which 
has had to face tough bargaining, initially 
from the Samata Patty resulting in a 
sustained cold war between the two, and 
more so after the culmination of unity 
process. 
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With Ramvilas Paswan and Nitish 
Kumar coming under one umbrella, the 
dalit and the large sections of the BCs and 
EBCs vote bank is consolidating in their 
favour. While, the BJP has its stronghold 
in the Bihar plateau, where it bagged 12 
out of 14 parliamentaiy seats in the 1998 
elections, the Samata and the JD have their 
I citadel in north and central Bihar. The BJP 
is contesting 29 seats altogether while the 
JD(U) 2S seats. The three new scats include 
Balia. Sitamarhi and Siwan. The seat 
adjustment pattern of this coalition clearly 
indicates an areawise division of the state, 
i e. the BJP is expected to perform well 
in the Jharkhand region, while the JD(U) 
is expected to steal the show in the north 
and the south (Table 1). 

During last elections 18 out of 26 seats 
in the north Bihar were bagged by the RJD, 
Congress and the CPI and eight by the 
BJP, Samataand JD. This time, this position 
IS likely to reverse, with the JD(U) con- 
te.sting 17 seats and the BJP only nine. All 
the south Bihar seats have been left lor 
the BJP. where the party even last time 
with 12 out of 14 .seats. This is again 
rcricclcd in seal-sharing pattern in central 
Bihar where the JD(U) is contesting eight 
seats including sensitive areas such as 
Arrah. Nalanda, Jehanabad, Aurangabad, 
and Vikramganj. In a dramatic develop¬ 
ment six small groups - mainly dissidents 
from different parties have succeeded in 
farming a front which is contesting 35-40 
seats. The Samajwadi Loktantrik Morcha 
(SLM) consists of Bihar Jan Congress. 
Nationalist Congress. Janata Dal(S). 
I'orward Bloc and Bihar People’s Party. 
Some stalwarts like Jagannath Mishra, 
Ram Sundar Das, Tariq Anwar arc likely 
to be in the fray. There is much di.scontcnt 
within the JD(U) especially on the issue 
of allotting ticket for Begusarai con¬ 
stituency in favourof Shyam Sunder Singh 
Dhceraj. The stale secretary Ramjivan 
Singh has alleged Sharad Yadav and 
George Femandesofemulating 'theLaloo 
cult' of taking such decision without 
consulting the local leadership. The 
complaint of ignoring the local leadership 
has been echoed in all the contesting 
parties, creating serious discontent among 
the local leadership. 

The Left has always had a significant 
presence in whatever form in the political 
arena of Bihar. The electoral performance 
of the Left (both the traditional and the 
revolutionary over the last decade suggest 
some trends (Table 2). In 1989 under the 
banner of the Left Front the CPI won 
four and the CPRM) and the MCC one 
each. The IPF won the Arrah .seat on its 
own. 


After Laloo Prasad Yadav ascended to 
power in 1990 the traditional Left (CPI. 
CPRM), MCC) has always remained his 
ally. In 1991, the Left had a seat adjust¬ 
ments with the JD. The Left recorded an 
impressive performance bagging nine seats 
in Bihar, but the IPF lost Arrah, though 
recording over 17 per cent votes. The BJP 
got just five seals. In 1998 the RJD and 
the CPI parted ways and not only did the 
Left suffer a serious setback but the RJD 
could capture only 17 seats, while the BJP 
bagged 30 scats. 

The CPI and the IPF would have 
performed better in 1989 elections but for 
the division of the votes among them. In 
Nalanda and Patna the division of votes 
between the CPI and the IPF not only 
prevented the former trend retaining the 
Nalanda scat and from gaining the Patna 
scat, to the advantage of the Congrcss(I) 
and the BJP respectively. The CPI had 
rejected the IPF’s offer of forming a Left 


Front in 1991 and refused to leave the 
Jehanabad seat for the IPF where it had 
polled over 1.5 lakh votes in 1989. On the 
other hand, the CPI chose to leave the 
Patna seat which it lost only by a margin 
of 25,000 votes in 1989 for getting that 
it had won this seat three times before. The 
IPF, though it lost Arrah. had polled in 
1.16 lakh votes there, 1.13 lakh votes in 
Jehanabad and between 50.000-1.00,000 


Table .1: Musmm Vote 


Name of 

Percentage 

Constituency 

Total Vote 

Araria 

28 

Beliah 

22 

Bhagalpur 

20 

Dorbhanga 

22 

Kishanganj 

66 

Kalihar 

37 

Madhubani 

23 

Pumea 

29 

Rajtiiahal 

2.S 


Table 1; Coautions and ShPAHATE Coni m ants 


Party 

Break Up 

Total Number of 
Seals for Conicsl 

North Bihar 

Constituencies 
Central Bihar 

South Bihar 

Coalition 





RJD Con-CPM-MCC 

(.SS) 

(26) 

(13) 

(14) 

RJD 

36 

21 

II 

4 

Con 

14 

4 

1 

II 

CPl(M) 

2 

1 

1 

X 

MCC 

1 

X 

X 

1 

BJP-JD(U) 

(.54) 

(26) 

(14) 

(14) 

BJP 

29 

9 

6 

14 

JD(U) 

25 

17 

8 

1* 

Single 







(26) 

(14) 

(14) 

CPI 

9 

4 

2 

3 

UB 

24 

7 

II 

6 

NI 

1 



1 

JMM(S) 

12 

X 

X 

12 

JMM(M) 

2 

X 

X 

14 

JF 

14 

X 

X 

14 

Con** 

2 

X 

X 

2 


Niiies: * Giridih seal is likely to .see Sainaia Parly national general seerciary Rajkishorc Mahaio 
eonlesimg the BJP condiilatc. irrespective of alliance with the BJP 
** The Congress is contesting two scuts of Hu/aribagh and Godda in reUiliation with the CPI, 
who has fielded her candidates in two constituencies of Madhubani and Jamshedpur, 
which was settled with the C'ongress before the CPI parted from the coalition. 


Table 2: Eu-ctobal PERKiKMANrE oi the Left 



1989 


1991 


1996 

1998 


1999 

Parties 

SC 

SW 

SC 

SW 

SW 

SC 

SW 

SC 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

Revolutionary Left 
CPKML) 

II 

1 

16 



16 


24 

UB 

(IPF) 


(IPF) 






CPI (ML) 

New initiative 

XXX 


XXX 

XXX 

XXX 

XXX 


1 

Traditiunbi Left 

CP! 

NA 

4 

8 

8 

4 

IS 

2 

9 

CPM 

nX 

1 

2 

1 

. 

1 

1 

2 

MCC* 

1 

1 

1 

- 

- 

1 

- 

1 


Nines: * Marxist Co-ordination Committee ted by A K Roy. 
SC: Seat contested: SW: Scat Won 
XXX Not existing: - Seat lost. 
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votes in five other eonsiiiuencies. in i 991. 
The dalits overwhelmingly baekeilihe fPF 
in 1989 and 1991 and it was this strength 
which worked to oppose the booth captur¬ 
ing and facilitating a fearless exercise of 
dalit Iranchise leading to the success of 
the IFF in Arrah in 1989. 

What has prevented the ( FI Irom 
rejecting the oiler ol the f'FKML) Lib 
over the last decade is not dillicult to 
understand The IFF (and later Lib) 
represented the dalit and the poorest 
segment ol the society, whose interests are 
III sharp contradiction with the middle 
(and now rich, as well) peasantry, which 
normally forms the base ol the CPI. The 
same base is shared by the centrist lorces 
with the .sociali.st background, like the 
Janata Dal. It is not dilficulttocompreheiul 
why the JD (oi later RJD) becomes a 
natiirar ally ol the ('FI, instead of the IFF 
(now Lib). 

The Liberation is conte.sting 24 .seals: 
seven in the north. 10 in central and seven 
m south Bihar. The New Initiative, a new 
entrant, is conte.sting one .seat in Ranehi. 
The CPI is conte.sting nine seats, three 
each in all three regions; the CFI(M), two, 
one each tioiii the noith and central Bihar 


and the MCC is contesting its single citadel 
in Dhanbad, where the New Initiative is 
supporting it. 

The Liberation has a.strong base in Arrah, 
Jehanahad and .Siwan. yet it is contesting 
the highest number of scats among all left 
parties for technical rea.sons. It requires a 
minimum pcicenlagc of vote to be tech¬ 
nically recognised as the state level party. 
Yet. the tact temains that the division 
of votes within the left parties is against 
the spirit ol unily/federalion between 
them. 

'Hie anti poll section of the revolutionary 
Left is busy in a poll-boycott campaign. 
Fosters of the ,VI('C itnd the People’s War 
(FW) calling for an election boycott have 
appeared in the slate capital as well. The 
MCChascalledlor'changingthisclection 
into an arm-colleetion festtval' to ercate 
people's anny ba.ses which may lead to 
a .successful democratic revolution. The 
PW has called lor “translorming this 
election into a protracted people’s war 
which cun liberate Indian people from the 
impcriali.st-leuilal exploitation", because 
the electoral politics cannot eliminate 
poverty and oiler a basic solution to the 
basic piobleins. The campaign by the 


MCC has been on since early August in 
south-central Bihar and Jharkhand region 
mobilising people through village-level 
meetings, posters as well as through terror 
tactics using the armed squads. Though 
the MCC since its inception has been 
launching poll boycotts during each 
election, it has hardly been successful. 
This time, they appear to be planning a 
more ambitious eampaign. 

Chanoi-. in rill Ol HN(i 

Out of .54 .scats 22 are identified as 
eicctorally stable, i e. almost neutral or 
unaffected by the changing tide (u.sually 
again.st the ruling party). The number of 
change neutral seats idenlilled in north 
Bihar is nine out of 26, in central Bihar 
four out of 14, and in the south nine out 
of 14, across the state. During the last 
elections .seven out ol the.se 22 were bagged 
by the RJD and the Congress and 15 by 
the BJP, Samata and JD. All the 15 .scats 
are expected to be bagged by the BJP- 
JD(U) coalition this lime (like before). 

.Some 32 out ol 54 scats have been 
identified as being change .sensitive - 17 
(26) in north 10(14) in central, and five 
(14) in south Bihar. The.se are crucial for 
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changing the current political mosaic in 
Bihar in significant ways, which may 
further a change in the socio-political 
processes in the near future, because the 
unity among the JD and Samata has led 
to consolidation of the BCs-OBCs-dalil 
votes along with a powerful section of the 
upper caste votes, which is fiercely against 
. Laloo Prasad and the RJD. Added to this 
IS the upper caste base of the BJP in this 
region which completes the all-caste 
consolidation process creating a broad- 
based vote bank for this coalition. 

However, all the 40 constituencies in 
north and the central Bihar (with a few 
exceptions) are going to be crucial for the 
dominant .>egmcnts. i e, the RJD and the 
JD(U). of both the coalitions. Though, as 
pcrlhcscat-sharingarrangementsbctween 
the BJP-JD(U), the BJP is the dominant 
partner. S(x:ial base by the JD(U) dominates 
in the north and central Bihar, and it is 
the change in these two regions which 
changes the power-configuration in Bihar. 
Uiesc 40constituencies arc crucial in terms 
the nature of contest viewpoint as well. 
The two main contestants arc directly 
pitched against each other, leaving either 
no room or very little potential for a third 
corner. 

The bipolarity of this election is obvious 
in both the regions. As many as 20 (26) 
seats in the north are likely to have a direct 
bipolar contest. While the BJP-JD(U) 
coalition is perceiving gain' in 'direct 
comcxl’, the RJD-Congress coalition is 
trying to create 'angular' contest situation 
in many constituencies for cutting the 
opponent’s vote. For this, the RJD supremo 
is trying to e.stablish an understanding 
with non-BJP small parties and 
indepcndeni candidates, who are in the 
tray. This time, while in north Bihar RJD- 
Congress coalition has to face a 'tough' 
contest, in the central region it is the BJP- 
JD(U) which is going to lace rough in 
some constituencies. 

In central Bihar only three out of 14 
seats were bagged by the RJD, one by the 
Congress and five each by the BJP and 
Samata. It is not out of context to mention 
that the JD-CPl combine, in 1991 had 
bugged all the seven scats falling under 
Patna division with their main contestant 
being the Congress securing second 
position. By 1996 the political equation 
changed radical ly. The Samata was carved 
out of JD and joined hands with the BJP. 
The JD-CPI combine parted away. Two 
scats each from the JD and the CPI slipped 
into the palm of the BJP-Samata combine. 
In 1998 all the seven .seats were bagged 
by the BJP-Samala combine. The political 
mosaic in this region radically altered. 


The process of the loosening of the 
Muslim vote from the grip of the 
Congress(I) began in 1989. The Muslims 
voted en blcK for the NF-Left in the 1991 
parliamentary elections especially in 
Kathiar and Bctiahconstituencies breaking 
the community barriers. This important 
segment of Bihari society enjoyed a better 
share of power and privileges under the 
Muslim-Yadav combine (MY) factor 
emphasised by the Laloo Prasad. One of 
the good deeds of the first stint of Laloo 
regime was sensitive and firm handling of 
communal riots, which consolidated 
Muslim franchise in his favour. The 
Congress has been the traditional banker 
of the Muslim vote in Bihar until it trans¬ 
ferred to the Janata Dal uncter Laloo Prasad. 
The RJD-Congress coalition is naturally 
able to secure Mu.slim vote this time as 
well. 

The contours of the electoral arena in 
south Bihar, which is going to the polls 
during its first phase on September 18, 
indicate that the contest is most likely to 
centre around the BJP, the Congress, and 
the Jharkhand Mukti Morcha. On sundry 
seats electoral veterans like Nirmal Horo 
(Khunti) and A K Roy (Dhanbad) arc 
expected to brighten the contest. Efforts 
of building unity among all the Jharkhandi 
parties collap.scd on August 27 with the 
emergence of two .segments from among 
the Jharkhandi parties. While, merger of 
all Jharkhandi parties could not become 
possible, four small Jharkhand groups'* 
were able to forge a unity culminating into 
the formation ol the Jharkhand Frvint. Now 
the JMM(S) and the Jharkhandi Front are 
going to contest all Jharkhand seats 
separately. 

The triangular contest between the BJP, 
the JMM, and the Congress is expected 
in Chhotanagpur region stretching Irom 
Giridih to Singhbhum. though the first 
two are going to be the main contenders. 
The JMM is not tor the first time over 
last two decades with a national party. 
It has also left Ha/.anbagh and Giridih 
for its rival group JMM(M) in a bid to 
accumulate the pro-Jharkhand votes. 
The position in Ha/aribagh and Godda 
IS going to be interesting where three 
'.secular' parties, i e, the CPI, the Congress 
and the RJD will be fighting the 'com¬ 
munal' BJP, rathei 'dividcdly' tnot 
unitedly) contesting one another. The. 
JMM(S) and the JF are also going to 
challenge the BJP again 'dividedly' while 
contesting each other. 

This time the JMM has to contest the 
joint alliance of its old allies, i c, the RJD 
and the Congress. The Jharkhandi leader¬ 
ship is also caught in a dilemma over how 


to access the voters with an ally in the RJD. 
While Laloo has vowed to allow bifur¬ 
cation of Bihar only on his 'corpse'. Sonia 
Gandhi has only lately supported the 
creation of a separate 'Jharkhand'. Against 
this the BJP support for VanaiKhal and 
the commitment of the JMM for estab¬ 
lishing a Jharkhand identity are going to 
have a stronger impact over the voters 
of this region. Contestants like A K Roy 
and N E Horo are getting support from 
other democratic and ML forces active 
in the region. For instance, the CPI(ML) 
New Initiative is supporting both the 
candidates. 

The performance of the BJP during the 
last elections, in which it had swarmed the 
bastion of its rivals JMM(S) in Santhal 
Pargana defeating the party president Shibu 
Soren from his homeland of Dumka and 
vice-president Suraj Mandal from Godda 
likely to be repeated this lime, because 
unity among Jharkhandi panics may offer 
a tougher contest. The BJP has to face a 
tough contest from the Congress-RJD 
alliance, though a division of Jharkhandi 
votes may not be ruled out. The situation, 
in Jharkhandi is thus of a tripolar contest 
with the Jharkhand panics creating and 
con.solidating a third pole. 

Notes 

1 For example, (lireet supervision of the priming 
or all Bihai bullnl papers in Delhi and ilx 
Iransport into Bihar by an Air Force plane. 
Since I9'>b political panie.s agents have been 
allowed to aeamipany the ballot boxes in transit 
from pulling stations to storage points and to 
camp at tlicse points till the counting was over, 
strict verification of the .sccunty seals, seal 
numbers, and signature of llic authorised 
officials and polling agents, etc 

2 Another Ks HI crore is sane tinned lor the next 
asseiiibly elections as well which is due in the 
first quarter of )he next year 

.) According to home .secretary U N Panjiyor 
during the la.st elections (1998) only 129 
companies of the paramilitary forces were 
available 

4 The united front of four parties; Jharkhand 
Mukti MorchadJ) Jharkhand Peoples Pany. 
Jharkhand Parly and Jharkhand Party(N) 


Subscription Numbers 

Subscribers arc requested to note 
their Subscription Numbers 
mentioned on the wrappers 
and quote these numbers when 
corresponding with the 
circulation department. 
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DiVAKAR DEV 

Chairman & Managing Director 

It will be recalled that the year 1997-98 had 
witnessed impressive performance in the 
REC disbursement, profit and recoveries. In 
fact in many areas of its working, highest 
ever levels of achievements were reached. 
The Corporation's performance during the 
year 1998-99 has surpassed the previous 
year's commendable performance many 
times over. Salient features of this year's 
performance are;- 

a) The loans sanctioned during the year 
were for a total of Rs. 2878.73 crore 
compared to Rs.1213.68 crore, last year. 

b) The total disbursement during the year 
was Rs.‘2202.eo crore against Rs. 1093.81 
crore last year. 

c) Recoveries during the year were 
Rs 2276.10 crore against Rs. 11S5.S7 
crore last year. 

d) Profit (before tax and depreciation) went 
up from Rs. 126.74 crore in 1997-98 
to a whopping Rs. 390.61 crore, even 
though the Corporation reduced its 
lending rates on almost all its loans by 
O.S% to 2% p a. during the year. 

e) The business per employee shot up to 
the highest ever level of Rs. 4.80 crore 
from Rs. 2.36 crore last year. 

f) Administrative expenses were brought 
down from 0.80 % of total business in 
1997-98 to me lowest ever level of 
0.37%. 

g) The total flow of funds to the central 
exchequer by way of dividend, interest 
repayments and taxes exceeded the 
inflow through the budget by a sum of 
Rs. 99.53 crore. Similarly, the total 
payments made to other lenders by 
way of interest redemption of Bonds 
etc. exceeded the fresh borrowings by 
a sum of Rs 82.60 crore. Inspite or this 
negative inflow of Rs. 182.13 crore, the 
Corporation was able to more then 
double Its disbursements. 

h) Priority Sector Bonds floated by the 
Corporation during the year were 
assigned AAAfSO) rating by two leading 
credit rating agencies namely ICRA and 
CRISIL. 







Extract from the Chairman’s speech at the 
30th Annual General Meeting of 

RURAL ELECTRIFICATION 
CORPORATION LTD. 

held on 14th September, 1999 


AUDITED r'iNANCIAl RESUITS EOR I HE YEAR ENDF D 31.03.9' 



Financial Year 
Ended 31.03.99 
(Rs. in Lakhs) 

Financial Year 
Ended 31.03.9i 
(Rs. in Lakhs) 

1. Income from operations 

112743 

78592 '■* 

2. Other income 

888 

914 

3. Total expenditure 

5198 

3668 

4. Interest 

69372 

63163 

5. Gross profit after interest but before 
depreciation and taxation 

39061 

12675 

6. Depreciation 

607 

601 

7. Tax adjustment for the previous year 

— 

— 

8. Prior period adjustments 

(-) 97 

19 

9. Provision for taxation 

8530 

2577 

10. Net profit 

30021 

9478 

11. Paid-up equity share capital 

68060 

63060 

12. Reserves excluding revaluation reserves 

89827 

65306 


NOTl ■ The Annual Accounts for 1998-99 were adopted bv the shareholders in their meeting he 
on 14th September, 1999 


i) The Corporation proposes to pay 
dividend of Rs. 50 crore which is higher 
than the total dividend of Rs. 43.50 
crore paid by the Corporation since its 
inception 30 years ago. 

j) For the 6th year in succession, the 
Corporation has earned EXCELLENT 
grading against the MOU commitments. 

The above spectacular performance of REC 
has resulted essentially from initiatives 
taken in areas like portfolio management, 
cost reduction and recovery of overdues. In 
additic.'i to traditional programmes like 
village electrification and pumpset 
energisation, new products were added to 
the basket of loans for improving the 
overall yield. As a result the weighted 
average return which had rariged 
between 6 57% to 10.71% during last 10 
years, shot up to 13.66% during 1998-99. 
Simultaneously, the cost of funds which 
was 8.90% in 1997-98 was also brought 


down marginally to 8.84% even though ^ 
money raised through market borrowin 
during the year went upto Rs. 435.50 cro 
from Rs. 355 crore last year. 


Rural Electrification 


The Corporation continued to support tl 
traditional programmes of villaj 
electrification and pumpset energisatic 
The Corporation imparted new vigour 
the Kutir Jyoti programme of providii 
single light connection to the househol 
of rural poor. In addition, the Corporatu 
has pushed up financing of investments 
areas of system improvement and sni' 
generation. The Cor^ration has identifi' 
documentation and material procureme 
as two weak areas in the implementatii 
of the projects sanctioned by it, resulting 
avoidable delays. To rectify these, tl 
Corporation has introduced short tn 
loans for procurement of materials i 
bridge loans pending documentation. The 
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measures have been received well and are 
likely to reduce the eidsting delays in 
project implementation by State Electricity 
Boards. A^ievements under various rural 
electrification programmes are spelt out 
hereafter. 


Village Electrification 


ATbtal of 2502 villages were electrified 
with assistance from the Corporation against 
a target of 2000 villages. Electrification of 
VII gin villages was never a commercially 
attractive proposition for any State 
Electricity Board. With increasing pressure 
on their resources, and overwhelming need 
for containing losses, State Electricity Boards 
have been showing increasing reluctance in 
borrowing money on commercial terms for 
making investment in these works. This 
reluctance has resulted in slowing down of 
the pace of this programme which in the 
long run can have serious consequences, 
particularly in states where a large number 
of villages are still awaiting electrification. 
The strategy of financing village 
electrification works through commercial 
loans, adopted so far, needs to be reviewed 
and suitably changed. Govt.'s and Planning 
Commission's attention to this trend and to 
^ the need for evolving a new strategy has 
'; > drawn, and the matter is receiving 
> ih»r attention. 


Puinpset Energisation 


Against the target of 2,50,000 pumpsets 
the Corporation gave assistance for 
energising a total 2,79,201 pumpsets. This 
progiamme has already reached saturation 
or near saturation levels in the states of 
Andhra Pradesh, Haryana, Maharashtra, 
Punjab, Rajasthan and Tamil Nadu. 


Kutir Jyoti 


REC continued to distribute grant for single 
point light connections to be provided free 
to the households of people living in rural 
areas below the poverty line. During the 
year, a total of Rs. 49.17 crore was disbursed 
under this progiamme for as many as 5.30 
4th free connections given under the Kutir 
V^ti programme. 


System Improvement 


It will be recalled that last year, attention 
was drawn to the increasing concern for 
quality of power that is being supplied to 
the rural areas necessitating in turn 
enhanced financial support for investments 
niade for strengthening and augmenting 
the sub-transmission system. The total loan 
sanctioned for these during the year went 
up from Rs. 510 crore in 1997-98 to as much 
as Rs. 1658 crore in 1998-99. 5imilarly, 
disbursements, went up from Rs. 346 crore 
in 1997-98 to Rs. 655 crore in 1998-99. This 
demand is expected to grow even further 
in the years to come and the Corporation 
has to prepare itself to meet the same. To 
optimfse the return on investments made 
for improving the rural distribution systems, 
,k^te Electricity Boards are being 
vour^ed to look at the entire distribution 
system in a designated geographical area in 


an integrated manner so as to identify the 
existing inadequacies and draw up a plan 
for their removal, in a time bound manner. 
The Corporation shall finance such projects 
under the newly introduced Comprehensive 
System Improvement Scheme. Additional 
features of such schemes would, be 
realigning and strengthening the LT 
distribution network and installation of 
tamper proof and efficient energy meters, 
wherever required. 


Small Ccnei-ation 


With growing realisation of the need for 
harnessing the potential for small local 
generation, the demand for credit for 
financing such investments Is expected to 
grow rapidly. During the year, the 
Corporation sanctioned four small 
generation projects, two of which were to 
be in Leh and Kargil area of Jammu & 
Kashmir. Both these projects are designed 
to meet die energy requirements of these 
areas during the winter mondis, when 
hydro generation ceases due to freezing. 
These projects were sanctioned in November 
1998 and now that the situation in those 
areas is returning to normal, it is hoped 
that the state govt, will be able to commence 
work on both these crucial projects soon. 


Recovery of Overdoes 


n was mentioned in the last meeting that 
the Corporation has initiated dialogues 
with the State Electricity Boards and state 
governments defaulting in repayments. Of 
the nine states that accounted for a total 
overdue amount of Rs. 2604 crore at the 
beginning of the year, the Corporation has 
successfully negotiated and entered into 
agreements with four of them for recovery 
of their overdues as well as the outstanding 
amounts. These Boards.accounted for a 
total overdue amount of Rs.1073.42 crore 
at the beginning of the year, of which, a 
sum of Rs. 490.81 crore was recovered 
during the year. The balance amount along 
with the outstanding amount is being 
recovered in equated monthly instalments 
assured through an appropriate tripartite 
arrangement between the Corporation, 
the borrower and his main banker. This is 
a very important breakthrough which has 
not only resulted in flow of funds back to 
the Corporation but also in resumption of 
credit flow for new and on-going rural 
electrification works, in these states. 


Changing Scenario 


The Power 5ector is undergoing major 
changes and the process has already begun. 
Regulatory Commissions have been set up 
and have started functioning in almost all 
the states. It is hoped that these commissions 
will, amongst other things, enable State 
Electricity Boards and their successor entities 
to reorient their policies and approach in a 
manner that will inject greater rationality 


and commercial sense to issues pertaining 
to distribution and sale of power. Along 
with this, the process of unbundling the 
monolithic structures of State Electricity 
Boards into smalle and more manageable 
organisations and induction of private 
expertise into them has also begun. The 
progress may vary from state to state but 
the movement certainly is in this direction. 
Welcome as these developments are, they 
are likely to result in far reaching changes 
in. existing organisations, policies and 
conditions for supply of power. The 
Corporation, having dealt, since inception 
almost exclusively, with State Electricity 
Boards, has taken note of these changes 
and is making requisite adjustments so that 
the Corporation's lending business, and the 
progreunmes that it supports, do not receive 
any setback. In this connection, steps have 
been taken to streamline the existing 
arrangement for scrutiny of projects 
received for financing by the Corporation 
and make it more objective and professional. 

Village electrification and pumpset 
energisation programmes are not 
commercially attractive programmes. With 
the process of unbundling of the State 
Electricity Boards into smaller distribution 
companies and their subsequent 
privatisation, the future of these two 
programmes also needs to be assessed. At 
the same time, the investments made under 
them not being remunerative, it is 
apprehended that the private or joint 
sector companies could be tempted to give 
these programmes lower priority. Therefore, 
there is a need to evolve strategies which 
would be effective for sustaining these 
socially oriented programmes. The 
concerned state governments need to take 
note of this emerging possibility and come 
forward to assume greater respmsibility in 
the areas of village electrification and 
pumpset energisation if the pace of these 
programmes in their states is not to be 
allowed to slow down. The Corporation has 
been flagging these issues before the 
Central and the State Governments. 


Contribution to the 
National Defence Fund 


Responding to the recent developments at 
Kargil, the officers and employ^ of the 
Corporation voluntarily came forward 
and donated one day's salary to the 
National Defence Fund. The Corporation 
supplemented this effort with another sum 
of Rs. 4.00 crore and thus the Corporation 
and its employees together made a 
contribution of Rs. 4,02,79,229/- towards 
the National Defence Fund. 

DIVAKAR DEV 
Chairman and Managing Director 

New Delhi 

14th September, 1999 


Rural Electrification Corporation Limited 

(Ml 11 • (A Government of India Enterprise) 

ir J r.i 


4 ..../' Core-4, SCOPE Complex, 7, Lodi Road, New Delhi -110 003 
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Nirad C Chaudhuri: A Tribute 
and a Memoire 

Ncvillv Maxwell 

Ar^uuhly Chaudhuri's great theme, threading through almost all his 
work, was decline ~ the decline and fall of empire, the stagnation and 
decline of social .systems, the decline of western civilisation under the 
hooves of his “three horsemen ", individualism, nationalism and 
democracy. 


IN iho liUc 195()s. when our paths crossed, 
Nirad Chaudhuri was living in a slate of 
siege. The venontous reception in India of 
hh Autohiography of an Unknown Indian 
had found laslingexpression in and feclive 
boycott. stK'ial and professional. He was un¬ 
able to publish in India, except occasionally 
in The Statesman, then Mill Bi ilish-edited, 
and the penury in which he lived was 
removed from destitution only by a fragile 
Imancial lifeline thrown to him by the 
French ambassador. Yet this diminutive, 
fiery man .seemed never to be touched by 
depression or doubt, nor showed anything 
but relish and what he once called Ins 
“winged exaltation'’in the battlewiihtho.se 
who made tliem.selves his enemies. In the 
airy, spacious Hat he occupied for the four 
decades of his sojourn in Delhi, just in.sidc 
the walls of the old city, near Mon (iutc, 
he etfcrvesccd, an inexhaustible Roman 
candle of opinion, ideas, recollection, 
allusion; springing to take down a volume 
from his then great library, turning the 
pages to find, in the uninarkcd text, exactly 
the passage he sought to illustrate his 
thought; pouttcing in clatnant correction 
on an unsteaily opinion expre.s.scd by a 
visitor then new to independent India. 
Chaudhun in his later years was not a 
conversationalist. To his death at the age 
of 101 inOxfordon Augu.stlhisla.stillncss 
was very brief) he was instead a speaker, 
who would make sping-boards or tram¬ 
poline of what his collocutor might offer. 
He was to be listened to. and enpiyed. The 
subject might be changed - the chantiel. 
so to speak - by an intervention, but the 
give and take of normal conversation was 
not what Chaudhuri ollercd. 'ITiat would 
sound like the de.scripiion of a bore only 
to those who did not know him. 

Chaudhuri's intellectual range was 
immen.se. but two themes, oriathcr perhaps 
two relationships, may be .selected from 
his voluminous writings; with Bengalis 
and. more broadly. Hindus (he pa-ferred 
to call his compatriots “Hindus" rather 
than “Indians"); and with the British. .So 
far as his own sense of self was concerned, 
he first counted him.self a Bengali, not an 
Indian; hut. towards the end of his life. 


could write that “unforeseen and ineluct¬ 
able cm iie'siances” had made him in- 
c.scapably “an finglishman" in spirit. At 
first he admired his fellow Bengalis, hailing 
them as “the first group of Indians who 
responded eagerly and actively to the 
impact of Buropcan civilisation on Indian 
life which British rule brought with it”.’ 
But iis he watched, sadly, the relegation 
of Bengal in independent India, alter its 
second and, he would say, lethal, partilton, 
he came to look upon the Bengali middle 
class with contempt - a regard that for 
years was heartily returned in kind, lliat 
rclation.ship ended with a sunnier chapter, 
however. Chaudhuri wrote much in 
Bengali in his lust decades (and both he 
and his beloved wife AmiyaChaudhurani 
were delighted with the warm retcption 
in Bengal of the memoire she wrote, in 
Bengali, of her girlhood), and felt a return 
to something like kinship. He would not 
have written of himself, as he did of Tagore, 
that “after abusing him as long as he lived. 
[Bengalis] suddenly discovered he was 
one of them”; and he took high salisfactioti 
from the aceiaim that at last he received 
in Bengal, while not forgetting that that 
was the moon - to u.sc one of his favourite 
images - that rellcctcd the sunshine of the 
honour paid to him in the we.st. 

So far as his attitude to, and relationship 
with, the British were concerned. 
Chaudhuri was, first and foremost, an 
imperialist. He believed that an imperium 
could be a civilising force, and that the 
British Empire in India was just .such, the 
“best political regime which hud ever been 
seen Ithcrej, in spite of its shortcomings 
and positive evil.s".- The Briti.sh were the 
transmitters to India of the impact of 
modernisatii i, and from that, he wrote, 
denved “the civilisation created by Indians 
in the nineteenth century under the impact 
of western innucncc” - of which ciyilis- 
ation. thriving still in the literature in 
English by Indians. Chaudhuri's own 
writings are among the very highest 
expression. That was the thought implicit 
in his infamous (in India) dedication of 
the Autobiography: to the memory of the 
British Empire in India to which its former 


subjects owed “all that was good and 
living” within them. That was not a toady ’ s 
offering to patrons, as many Indians 
charged, but rather the epigraph of the 
history of the decline and fall of the Raj 
which that volume and. especially, its 
almost equally great successor. Thy Hand, 
Great Anarch! comprised. For the British 
in India as a class, Chaudhuri had no time, 
indeed he wrote savagely of their insularity 
and snobbery, of the deformity of imagin¬ 
ation which made them blind to the com¬ 
pliment Indians paid them in welcoming 
and making their own what the British 
offered. “It was the British community in 
India which prevented British rule ...from 
completing [itsj tasks. They made enemies 
of those who but for their folly would have 
become supporters of British rule...”-^ 
Charitably, Chaudhuri ascribed the “cool 
and deliberate racial arrogance” of the 
British in India partly to fear, rooted in 
memory of the Mutiny, partly to their alien 
environment' “After experiencing the 
English weather I had no difficulty in 
understanding why Englishmen became 
so offensive in India, losing their usual 
kindliness and equability in human 
relations. Their scn.se of proportion broke 
down, the habit of understatement dis¬ 
appeared, and they became extremists -with 
an incredible stridency in their opinions, 
which became raw and crude. In many 
cases they degenerated into outright 
cads...'”* (Here one is reminded, not for 
the first time when reading Chaudhuri, of 
Netirn, who “refused to negotiate with 
Duncan Sandys because he is a cad”.^) 
He touched on those themes in his very 
first publication in English, an article in 
The State.sman of January 3, 1926 (this 
opens a valuable collection of his oc¬ 
casional writings edited by his son Dhniva 
N Chaudhuri in 1996*): “When after 
reading Bergson or Benedetto Croce, 
Thomas Hardy or H G Wells with a sense 
of intellectual kinship, an Indian comes 
across some instance of ignorant super¬ 
ciliousness in a European - he it in the 
shape of a remark in a hook or a personal 
affront at the hands of a police-sergeant 
or of a tactless European merchant on the 
Maidan - he returns home in bitterness 
and wrath and his previous enjoyment of 
a Euiopean writer becomes to himacanker- 
ing reminiscence of his humiliation.” (In 
lighter vein, he noted that a certain type 
of Englishman resented Indians’ devotion 
to English literature as if it were “a sort of 
illicit attention to his wife - whom he was 
himself neglecting forhis mi.strcss, spo<t”.^) 
The autobiography's dedication is 
foreshadowed even in that early article; 
Long before the coming of the English, 
[India's] was an aged soul, rather decrepit 
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and weary of life, looking with fatalistic 
indifference on the rise and fall of nations 
and civilisations. The living continuity 
between its life and that of ancient Indians 
was broken. The old freedom of thought 
was gone. Literature, art, philosophy, were 
dead. The sole legacy from the past was 
a hard crust of tradition and custom from 
which the spirit had fled. When the 
youngest and most vigorous of civilisations 
made its inroad into this life of routine, 
all that was living in the old order responded 
to it. 

Chaudhuri's personal experience of the 
inner politics of the Indian independence 
movement, gained while he was acting as 
.secretary to Sarat Bose, left him with little 
respect forany of the leaders, and his basic 
approval of and sympathy for the Raj led 
him to positions which led to his being 
perceived as ‘anti-nationaP. In the war 
years his suppon for the British cause and 
unshakable conlidcnce in Britain's 
ultimate victory expressed in his radio 
commentaries kept him in opposition to 
the overriding view of his compatriots, 
who he wrote, were until very late “certain 
that Germany would win the war”, pleased 
at Britain's early defeats, and somewhat 
chagrined at her ultimate victory. lie 
suggests that that expectation ol British 
defeat underlaid Indian unresponsiveness 
to the constitutional proposals brought by 
.Staflord Tripps in 1942; and his analysis 
of the British government's action in 
bringing India into the war without con¬ 
sulting the nationalist leadership 
demoli.shes the widely held bcliel that that 
was a mistake, fatal to Indo-British 
relations. As early as 19.18, he points out, 
the Congress, in session at Ilaripura. not¬ 
withstanding its condemnation of “ra.scist 
aggression”, had resolved that any attempt 
to involve India in anti-fascist war would 
be resisted. On the eve of the war the 
party's working committee reiterated that 
stand, declaring “its determination to 
oppose all attempts to impose a war on 
India”, because Britain did not “stand for 
freedom and democracy”. Chaudhuri sket¬ 
ched what would have happened if Britain, 
disregarding the “absolutely unambi- 
guou.s” position on the issue proclaimed 
by Congress, had sought its agreement to 
India being involved in the war; 
Theoverturc would almost inevitably have 
brought forth from the Congress requests 
for information and elucidation, a series of 
proposals involving the most far-reaching 
constitutional issues, and demands for 
guarantees of various sorts, coupled with 
a request perhaps that the po.st-war settle¬ 
ment of Europe should confirm sub¬ 
stantially to the ideas of the Congress 
Working Committee’s principal adviser 
on foreign affairs iJawaharlal Nehru]." 


Nehru was something of a bete noire for 
Chaudhuri. The two make an interesting 
comparison. Both described them.sclves 
as “Englishmen” ("I am the last Englishman 
to rule in India”. Nehru told J K Galbraith, 
then American ambassador’). Nehru's 
Englishness derived from school at Harrow 
and university years in Trinity College. 
Cambridge, and should perhaps have been 
deeper than Chaudhuri’s. The latter learned 
his English from Bengalis - and then, of 
course, from the masters of English prose- 

- and was 51 when he first went to England; 
bi.it it was Nehru who wrote that he was 
alwayscon.sciousofhisbrahminicalance.s- 
try. while Chaudhuri as a young man wren¬ 
ched himself free from the sense of being 
Hindu, and what he called “the Brahmanic 
Hindu feeling that the Hindu was superior 
to all other human bcing.s”. Nehru, 
Chaudhuri thought, while hating Hindu 
ideas and passions, had a “fatal weakness” 

- “incapacity to stand up to more deter¬ 
mined colleagues and still less to Hindu 
fanaticism”. That comment survived his 
expurgation of'mostofthe critical remarks 
about Nehru” from the draft of his The 
Continent of Cine, as did his sharp 
critici.sm oi Nehru’s rash vaunt about 
having ordered the army to take offensive 
action against the Chinese in 1962. 

Perhaps it' was for his propagation of 
what Chaudhuri always saw as the mirage 
of Indian 'secularism' that he mo.st blamed 
Nehru. In 1961 he wrote that the Hinduism 
of the people was “so sure of itself that 
it docs not care about self-assertion - 
which enables the present ruling class, too 
Anglicised by half, not only to proclaim 
the secular Male but even to believe in its 
existence”.'” Throughout Chaudhuri's 
writings one finds awarene.ss, often pro¬ 
phecy, that communal Hinduism would 
one day come to political power in India. 
As this wnlcr well remembers, such intima¬ 
tions were dismis.sed as absurd or male¬ 
volent by Indian intellectuals through the 
1960s. Chaudhuri satirises the reaction to 
the voici ng of such pcssi mism to “a member 
of the present ruling class: ‘Rubbish’ he 
would burst out, ‘Hinduism is dying, if 
not already dead'". Now, of course, that 
ruling class is being ab.sorbed by another, 
very different, and the ‘Indian intellectual' 
of yesteryear has been replaced - or, often, 
has metamorphosed - into today's ‘Hindu 
intellectual'. While Chaudhuri, in a long 
1980 newspaper article republished in the 
collection compiled by his .son, treats the 
“Hindu-Mu.slimConfrontati(»n'’as decreed 
by an unalterable hi.storic destiny, rooted 
in the incompleteness of the Muslim 
conquest and the rigour, sometimes 
ferocity, of its oppression of the Hindus, 
he apportions blame for its culmination 


in partition equally. While dismissing the 
Congress charge that the British created 
that communal conflict, he holds the British 
guilty of cementing and politicising it with 
the introduction of separate constituencies. 
He absolves Jinnah and the Muslim League 
from evolving the ‘two nation theory', 
de.scribing that as “really not a theory, but 
a fact of history brought out into the open 
by the growth of group consciousness of 
both Muslims and Hindus alike by their 
English education”. (And there it seems 
that, like so many other writers on this 
subject, he omits to note that it was V D 
Savarkar, the ideologist of Hindu nation¬ 
alism, who first described Hindus and 
Muslims as “two antagonistic nations 
living side by side in India”.") The basic 
aim of the Muslims in India. Chaudhuri 
wrote in 1916, was only to “maintain their 
identity as Muslims in a society parallel 
to that of the Hindu.s”; but the latter were 
“not ready even to consider (that aim] as 
legitimate”, and “totally and uncompro¬ 
misingly rejected it".'* It was not 
Chaudhuri but Joya Chatterjee who wrote 
that “bhadralok Hindus preferred to carve 
up Bengal ratherthan to accept the indignity 
of being ruled by Muslims” and thus be 
bereft of their power and privilege.'-’ but 
Chaudhuri Would surely have agreed. 

After the failure of the Tripps mission 
Chaudhuri. who never allowed the low¬ 
liness of his social position to restrict the 
range and ambition of his writing, began 
a memorandum to Cripps warning that 
tho.se who would inherit British power, 
the middle class intelligentsia, were 
unfitted by their aptitude, experience and 
system of values from launching the .social 
and economic revolution India needed. 
Their rule would “.spell min for India”.''* 
1'hc problem he foresaw was that, as 
Edward Shils. his friend, admirer and 
generous benefactor, put it, “upper caste 
Hindus, from whose circles mo.st Indian 
intellectuals are reemited, jare) funda¬ 
mentally and humanly in.sensatc to the 
mass ol the population who belong to the 
lower strata”.'’ The late Myron Weiner, 
in his explosive study The Child and the 
State in India, traced the malign and oppre.s- 
sive cxprcs.sion of that disengagement of 
the Indian elite from concern with the lot of 
the poor - indeed their deliberate, if some¬ 
times unconscious, policy of keeping the 
poor uneducated, and therefore poor. 

The range and richness of Chaudhuri's 
learning and interests makes it difficult to 
limit comment on his ideas - his complete 
works would be a splendid resource for 
someone manxmed. Here one may mention 
two last themes. 

Chaudhuri .saw “Hindu militari.sm (as) 
a genuine and powerful force, inllucncing 
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Indian loreign policy”.'* 'rhc border 
conflict with China was “iaspircd almost 
wholly by Hindu jingoism”, he wrote, 
“with the 1 lindu possess! venessas asccond 
underlying factor”. The “martial Hindu 
.soul spoiled lor a fight". During the first 
halt of his writing life he tried to introduce 
his compatriots to military culture, which 
“combined knowledge and intelligent 
appreciation of the factors involved in 
war”. In that attempt he came to admit 
defeat: Hindus' “ignorance ol military mai¬ 
lers remained as complete as ever, but their 
bcllico.sily grew”. Somewhere he noted that 
the seriousness and international danger 
posed by that “sub-rational, out-of-date, 
and yet insatiable militarism” was limited 
by India's military weakness - an opinion he 
must certainly have reconsidered in the light 
of last year's developments in south Asia. 

Arguably Chaudhuri's great llienic, 
threading through almost all his work, was 
decline - the decline and fall ol empiie. 
the stagnation and decline of social 
systems. It haunted hitn, he wrote, like the 
poet's foul fiend, treading clo.se behind. 
Fittingly, his final work. The Three 
Horsemen of the New Apocalypse, written 
in his Wth year, treats it at .some length.'^ 
Perhaps because this work was published 
only in India and circulated in Britain in 


the carelessly printed Indian edition there 
has been a tendency to overlook its worth 
(and admittedly there are passages in which 
Chaudhuri’ s lucid a.sperity degenerates into 
curmudgconliness). But it is a worthy crxia, 
its always relevant citations comprising an 
anthology of his immense reading, and the 
focus broadened here into global range. 
And above all. while his prime subject is 
the decline ol western civilisation under 
the hooves of his “three horsemen”, indi¬ 
vidualism. nationalism and democracy, 
here arc to be found Chaudhuri ’ s pensees, 
poignant, shining and, in the literal mean¬ 
ing, encouraging, on death, which by then 
held him by the hand. Challenging the 
moralists and poets for whom “the paths 
of glory lead but to the grave", he notes 
that: 'The earth that was thrown on the 
head of Pascal has not buried his fame; 
Gray’s Eleny is still read and was read by 
(Chaudhurtj as a boy in ru.stic Bengal; 
Shelley’s garland has not, even in four 
centuries, withered on his brow”. Thus 
po.sihumuus fame, which NiradChaudhuri 
surely will long share, endows life with 
purpose; and, the closing page ol the first 
volume of his autobiography remitids, 
beyond that, there was for him, as for us 
all, “the ecstasy of having lived and been 
alive for a moment”. 
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Agonies and DOemmas of Corporate 
Aggrandisement 

Frederic F Clairmont 

The recent takeover of Paribas and the Societe Generate by Banque 
Nationale de Paris will generate one of the world’s biggest banks and 
no doubt trigger further consolidations. This trend of concentration 
will not provide stability in the international financial realm, but will 
only deepen the current economic crisis. 


IT was baptised a marriage a trois\ in 
reality it was a shot-gun wedding that 
spawned the biggest corporate ag¬ 
grandisement in French history. The tri¬ 
umph of the Banque Nationale de Paris 
(BNP) that grabbed Paribas and the Societe 
Generate in a hostile takeover bid ushers 
in one of the biggest and far-reaching 
mutations in French finance capitalism 
and international financial markets. Ttic 
merger of these three institutions will 
generate one of the world’s biggest banks 
with a combined stock market capital¬ 
isation of $ 57 bn and more than one 
trillion dollars in a.sscts. Indubitably this 
merger will trigger further massive con¬ 
solidations throughout the financial 
service sector and beyond. In so doing it 
will contribute massively to the further 
economic and social polarisal ion ol France. 

Of the 11 major French commercial 
bunks BNP and its two merged corpora¬ 
tions will now account for over 42 percent 
of the aggregate assets of the 11 major 
French commercial banks. The remaining 
nine will cither be gobbled up by foreign 
or domestic predators or be integrated 
among thi inselvcs. At any rate, what this 
means is that given the present tempo of 
corporate annexations that has engulfed 
every economic sector it appears unlikely 
that there will be more than three or four 
major commercial hanks around in the 
very short term. 

The frenzied tempo of concentration 
in France of which the BNP aggrandise¬ 
ment is the highest expression has been 
galvanised under the familiar platitude of 
shareholder value. It is a 19th century 
concept used by The City to refer to the 
maximisation of proftts of a company’s 
shareholders. The merger and acquisition 
movement has many theoretical and in¬ 
stitutional facets. But its raison d'etre 
must be sought within the dynamics of the 
process of capital accumulation and dis- 
accumulation at both national and inter¬ 
national levels. 

Nothing more clearly reveals the fren¬ 


zied tempo of concentration than the long, 
vulgar six-month propaganda war for the 
control of the nation’s three major listed 
companies. The size ol the financial outlay 
is nothing short of staggering. Collec¬ 
tively the trio spent an estimated $35-40 
million on media advertising alone. To 
these Himalayan numbers must be added 
the costs of financial service parasites that 
normally feed at the mergers and acqui¬ 
sitions through. These include the M and 
A specialists in the big invc.stmcnt banks, 
the public relations hustlers and accoun¬ 
tancy establishmetii and the high-priced 
battalions of lubricitous corporate law¬ 
yers. This would bring the aggregate to 
around a modestly estimated figure of 
$ 60 million. And given the fact that the 
deal was promoted by Social Democracy 
and the finance ministry the.se costs it may 
he presumed arc tax deductible. 

This pace and manic expansion of 
concentration wi!h its attendant gruelling 
economic and stK'ial costs is by no means 
unique to the French financial bourgeoi¬ 
sie. In (he case of Malaysia the grand 
strategy of prime minister Mahathir as it 
called is to coasolidate the biggest 21 
commercial bunks into six by the end of 
September 1999. As in France the big six 
have already been label led ‘national cham¬ 
pions’ destined to beat back the competi¬ 
tive onslaught of transnational banks. A 
Chinese Malaysian banker succinctly puts 
it this way: “We have confidence in 
Mahathir, 'fhere will be a greater and 
greater degree of co-ordination at home 
and abroad of our banking policics.This 
is the only way to survive and flourish.’’ 

What Mahathir’s grand game will ac¬ 
complish is that it will vastly consolidate 
the national bourgeoisie that is already 
tied to the national political party. Hence 
it will have served a dual economic and 
political objective. This is (he grand pay¬ 
off. In addition. 25 financial groups and 
12 merchant banks will also be welded 
into six financial institutions. But that is 
not the end of the consolidation road. The 


Malaysian Chinese banker puts it with a 
logic that makes sense from his perspec¬ 
tive. “Obviously we shall aim to whip all 
of these integrated units' into viable insti¬ 
tutions but that will take time. What we 
must not lose sight of is that there is 
nothing sacred in the number six. As far 
as the parly and 1 am concerned the nation 
will need no more than three big banks 
in the future. We’ll be positioned to beat 
back the foreign banks and penetrate other 
financial markets.” This is the implacable 
logic of the marriage of big politics and 
very big money to ensure that the money 
gets bigger and bigger all the time. 

Just prior to the end of the hegemonic 
battle of the big French trio another major 
international merger occurred - this time 
dubbed a 'friendly merger’ - of some of 
the world's biggest aluminium prrxluccrs; 
Alcan, Pcchiney and Alusuisse Lonza. 
The deal would facilitate (he costs savings 
of $ 600 million. Given the fact that labour 
costs account for a sizeable segment of 
costs such ‘savings’ could only be realised 
by a sizeable liquidation of the labour 
force by around 7-10 per cent. This is 
the normal tragectory of the trans- 
nationali.sation of capital. It was not sur¬ 
prising that immediately after the big deal 
was announced Alcoa, the world’s biggc.st 
producer, with 50 per cent of US smelting 
capacity, struck hack with a hostile bid of 
$ 6 bn for Reynolds. If that corporate grab 
were consummated Alcoa would still be 
world’s leader. A game however that is 
not yet over. 

Systematic liquidation of (he labour force 
is a corollary of corporate restructuring. 
The TNC has cca.sed to be a generator rrf 
jobs. It is a job liquidator. It is a fallacy 
of certain BNP pnXagoni.sts that there will 
be no job los.ses when (he deal is pushed 
through. No doubt Michel Pebereau, BNP 
boss, has among many ol his great virtues 
the ability to read a balance sheet and to 
understand what it says or dues not say. 
And he knows that one wry of improving 
the balance sheet is slashing labour cu.sts. 
Labour liquidation by the modem corpo¬ 
ration is therefore not an aberration but 
rather one of the essential tcxrls of ‘sci¬ 
entific management’ as preached by 
Frederick Wi nslow Tay lor at the century ’ s 
turn. It is capitalism’s declaration of class 
warfare. From the stanupoint of corporate 
strategy labour liquidation (matched ide¬ 
ally by a fall in real wages) spells a boost 
in profits or shareholder value, the current 
cliche. 

The point was well made in Newsweek 
(February 26. 1996) in an article entitled 
‘The Hit Men’. An expression first used 
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by the Chicago police to describe Al 
Capone's gangsters The article describes 
the extent to which ‘the hit men’ are 
operating from the ranks of the leading 
corporate behemoths. “You lo.st your job. 
your ex-employer's slock price rises. The 
CEO gel a fat rai.se. Something is just plain 
wrong when slock prices keep rising on 
Wall .Street while Main Street is littered 
with the bodies of workers discarded by 
big corporations like AT and T and Chase 
Manhattan. Texiay. the more people a 
company fires, the more Wall Street loves 
it an<l the higher its stock prices go.’’ The 
author’s moral indignation is well taken. 
What he failed to grasp is that there is 
'nothing plain wrong’ about the operation 
of the system. Indeed, it conforms to the 
inherent dynamics of the engine of capi¬ 
talist accumulation. A logic that BNP and 
its triumphant slrategi.sls and their social 
democratic hackers have no doubt em¬ 
braced. 

Of the nine selected chief executive 
officers (CEOs) cited as corporate ‘hit 
men’ it was reported that their ha.se salary 
was $1,835 m hut which d(x;.s not include 
stock options and other bonu.ses. When 
the.se arc added it would escalate their 
annual income average earnings beyond 
the $ 5 m mark. During the interval (1990- 
96) in which these ‘hit men’ operated they 
had liquidated 3.()5.0(X) employees. Re¬ 
call just nine corporations. 

'fhe gluttonous feeding fren/y of the 
transnational corporation continues al an 
unabated pace. Creation of ‘national cham¬ 
pions’ is part of this quest. There have 
been remarkable historical precedents. 
German social democracy in the 1920s, 
as its French counterpart today, pinned its 
industrial and financial strategy on the 
creation of national corporate champions 
that would raise Germany to great power 
industrial status. The most successful 
marriage a trois (December 1925) was 
that it integrated by massive tax and other 
benefactions the three leading chemical 
corporations: BASF, Bayer and Hocchst 
under the umbrella of I G Farben. 

The merger immediately triggered 
counter-concentration mergers .such as that 
led by Imperial Chemical Industries (1926) 
and Rhone Poulenc (1929). The creation 
of ‘national champions’ was to he pursued 
by the Nazis and became the centrepiece 
of their national economic policy. I G 
Farben and Volkswagen and Deutsche 
Bank arc merely illu.strativc. In the foot¬ 
steps of German .social democracy what 
Nazi economic policy amply .succeeded in 
doing was that it facilitated the ma.ssivc 
concentration of capital and its offshoot 


the German bourgeoisie in its forays for 
greater internal and external market share. 
And national power. The creation of 
national champions and the frenzied drive 
for ‘national solutions’ became, then as 
now, a bludgeon to beat other economics 
into the dust. It was part and parcel of those 
belligerent economic policies that Joan 
Robinson of Cambridge University, des¬ 
ignated in the 1930s as ‘beggar my 
neighbour’ expedients. 

The avalanche of corporate ag¬ 
grandisement surges on inexorably. From 
the start of this decade to the end of 1999 
the cost of these mergers and acquisitions 
worldwide will have surpassed 7 trillion 
dollars. The enormity of the costs t)f these 
vast corporate aggrandisements can better 
be appreciated by the fact that these 
numbers alieady exceed US GDP. The 
impetus to this unbridled and wholly 
unaccountable thrust of economic con¬ 
centration in both the financial and non- 
financial sectors stems from a concatena¬ 
tion of interlocking forces of which the 
most glaring is worldwide over-produc¬ 
tion or over accumulation. 

What is to be done with the surplus 
capital generated? Where can it be in¬ 
vested and at what rale of profit? The ca.se 
of U,S mega banks is suggestive of their 
dilemmas. Due to the longest US cyclical 
upswing in the 20th century and booming 
capital markets the mega banks arc accu¬ 
mulating capital that is nothing short ot 
dazzling. Citicoips and Chase Manhattan, 
for example, each reported a 24 per cent 
return on equity in their latest quarter. 
Thc.se vast sums cannot be deployed to 
expand the balance sheet although as much 
as foui-fifths of mega banks arc already 
buying back sunk. 

The most appropriate .strategy to pre¬ 
vent a fall in the rate of profit is recourse 
to acquisitions and diversi fication seem in 
Chase Manhattan .search for very large 
invc.stmcnt hanks and Citicorp’s move 
into in.surance. Given the .stupendous costs 
of thc.se takeovers such acquisitions arc 
becoming more arduous. 'Ilic predators 
are running short of prey. Stimulating also 
the push to M and A activities has been 
the prodigious growth of pension funds. 
According t consultants IntcrSec Re¬ 
search world pe.nsion assets were around 
$ I trillion in 1998 and arc expected to 
top $ 15 trillion by 2(X)3. Much of th; US 
pension funds have already bitten heavily 
into Societc Gcncrale and BNP. Which 
must be weighed when advancing the thesis 
of ‘national champions’. About 10 per 
cent of US pension portfolios arc invested 
outside the IJS and hence they have become 


crucial catalysts in world stock markets 
and the merger and acquisitions frenzy. 

I'he pace of .such corporate predations 
is facilitated by the speed of deregulation, 
pri vati.sation the policies of the WTO which 
like the IMF and the World Bank are 
economic appendages of transnational 
power. No less important has been the 
advent of the Euro and the Maastricht 
Treaty that have given a fillip to corporate 
expansion by vastly curtailing the 
powers of national sovereignty. Acquisi¬ 
tions gives the corporate world a respite. 
The juggernaut of capital accumulation 
and competition is pushing for greater 
concentration. In 1983, this was clearly 
articulated by the chairperson of Cilicorps: 
“We don’t want to be No 1 in assets; we 
want to be No I in profits and profitabil¬ 
ity”. He then added the clincher. “Our 
strategy is not one of making loans; our 
strategy is one of making money” (Busi¬ 
ness Week, May 16. 1983). Given the 
magnitude of over-production small sec¬ 
tors money can best be made by specu¬ 
lation and acquisitions. 

Stimulating the drive to concentration 
is the cuirent deceleration in the world 
economy. The sharp fall in prices is gen¬ 
erating a cumulative dellationary spiral 
that has already acquired a sell-reinforc¬ 
ing momentum. Accelerating the drive to 
concentration has been the upsurge in 
dellation defined as a systematic fall m 
the general price level .seen in commodity 
and, producer prices. The world automo¬ 
bile indu.stry is already atllicted with one- 
third unused capacity. New auto plants arc 
still however coming on stream. Brazil, 
an impoverished country, is subsidising 
Ford to the tunc of $ 7.30 million to install 
a new plant. According to ihcEcnnomist 's 
(February 20) estimates China has aiound 
two-fifths excess capacity in manufactur¬ 
ing. The global glut will push prices lower 
as countries and firms continue to produce 
at paper-thin rates of profit. 

’The growth of concentration of the BNP 
is a glaring example of what is transpiring 
throughout the financial sector - and else¬ 
where. The sheer scale of such mas.sivc 
capital concentration has largely bypas.scd 
regulatory control and largely explains the 
criminalisation of global finance capital. 
Such deployment of corporate economic 
muscle is incompatible with democratic 
practice. These strategics are pushed 
through by a tiny cabal of individuals in 
the interest of a tiny minority of powerful 
shareholders. The strides in concentration 
will not provide stability but to the con¬ 
trary will deepen the current economic 
crisis. 
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Organised Crime in Russia 

Shobha Gaekwad 

When Russia began economic liberalisation, it abandoned the 
socialist system without putting in place an alternative. This was 
fertile ground for economic crimes. Powerful politicians and 
bureaucrats took control of economic enterprises. There was 
uncontrolled parallel economy and organised crime took hold and 
spread. Embezzlement, murder, drug trafficking and arms smuggling 
have become a part of life in Russia. 


OFFICIAL reports of the last years of 
Soviet command economy underBrezhnev 
clearly convey that the state was fulfilling 
plans beyond 100 per cent. It is common 
knowledge that such overreach could be 
feasible in few select sectors of the 
economy; but such achievements in all the 
sectors over a period of time were well- 
nigh impossible. In order to please the 
central high command, the Soviet accoun¬ 
tants cooked their books at all levels. 
Starting from the republic level to the 
smallest Kolkhoz, they doctored the data. 
As a re.sult, real growth was not visible 
and the economy came to a grinding halt 
in ensuing years. Gorbachev attempted to 
revive the economy with liberalisation. 
But the overall situation rapidly deterio¬ 
rated to the extent of political revolt lead¬ 
ing to armed confrontation and finally 
disintegration of the USSR. 

With disintegration, the independent 
nations had to face the travails of new 
statehood. The unknown method of capi¬ 
talist economic governance added to their 
woes. Each republic had decided to do 
away with the socialist economy without 
creating an alternative economic system. 
This had led to chaos and generation of 
uncontrolled parallel economy. Probably, 
this was the beginning of all kinds of 
organised crimes in Russia. Although 
organised crimes existed in the former 
USSR its magnitude and intensity were 
invisible. Yet we know of a few cases 
where top bosses were involved in the 
racket of manufacturing in government 
factories many items like fur, arms and 
timber and then exporting them to the west 
through official channels and illegal means. 
The profiti thus accrued were pocketed by 
these big bosses or stashed in European 
banks (Frohlich Norman and Joe A 
Oppenheimer (1997); ‘Ethical Problems 
When Moving to Markets: Privatisation 
and Entrepreneurship’ in A A Ullmann 
and A Lewis (eds). The Managerial 
Challenge in Central and Eastern Eu¬ 
rope, International Business Press, New 
York). These crimes came to the notice 


of high command in USSR and perpetra¬ 
tors were caught and executed after a short 
trial. The details of trials were not released 
to the public at that time but now in 
liberalised times, these details are avail¬ 
able with various state archives (newspa¬ 
per Zerkalo, July 5, 1997; Records of 
trials of economic offenders, Azerbaijan 
Republic Archives). 

The party bigwigs were the first ones 
to take advantage of the policy of 
liberalisation. Overnight these people 
became technocrats and managers of 
various enterprises. They were free *0 
operate without any control. These people 
made millions in the absence of any real 
law to govern the activity of import and 
export. A rough estimate suggests that 
during 1990-96,-Ru.ssian businessmen and 
fake Russian companies had stashed away 
in Switzerland nearly 800 billion US 
dollars. Crime has thus become a part of 
life in today's Russia. 

‘Submerged Part of Criminal Iceberg; 
7 Million Crimes a Year' was the headline 
recently in the newspaper Slovo that 
depicted the nature and magnitude of crime 
in Russia. The article went on to describe 
that about 10 million crimes were com¬ 
mitted in Russia every year; a figure that 
stands far above the number of officially 
registered crimes pegged at only three 
million. These data were quoted by the 
newspaper from the statement to the pre.ss, 
by the deputy minister of internal affairs. 
A more interesting detail about the crimes 
was the cause of perpetration: about 30 
per cent of the crimes in Russia were 
committed under the influence of alcohol 
and roughly 10 per cent under the influ¬ 
ence of narcotics or psychotropic drugs 
(Slovo, January 27-28). 

According to the deputy minister of 
internal affairs in the Russian Federation, 
Valery Feodorov, since 1990 the ministry 
has bMH functioning under great stress 
due to continuous and sharp increa.se in 
socio-political tensions and economic 
difficulties in the countiy. The ministry's 
staff are facing unprecedei]{ed rise in crimes 


and armed internal conflicts. This has put 
tremendous strain on the police personnel 
who are also facing financial difficulties 
pervasive throughout Russia. Further, with 
this rise in violence and crime, the police 
is facing a shortage of trained personnel 
to combat crime on the social front. The 
most worri.some factor is that the criminals 
arc getting better and better armed. This 
makes them less afraid of police orthe law. 
Only this year the Russian Federation 
police has lost 244 policemen on duty and 
442 have been injured while tackling 
criminals; many of them may not even 
return to active duty. Such colossal waste 
of manpower is a factor worrying the 
planners in the government. According to 
the deputy minister “In this war against 
crime, criminals should be eliminated; not 
the policemen’’ (Slovo, January 20-21). 

Today pick up any newspaper in Rus¬ 
sian you will find it reporting some of the 
major crimes committed in Russia in the 
last 24 hours. They also report a follow¬ 
up of some major crimes committed ear¬ 
lier. Since the liberalisation of economy 
in Ru$sia,economic crimes have increa.sed 
manifold. Barely one-tenth of all crimes 
committed are detected, and on follow-up, 
probably less than 1 per cent criminals arc 
punished. Ttys is due to the fact that 
politicians, bigwigs in the government 
and oligarchs protect the criminals or are 
themselves actively involved in commit¬ 
ting the crime. Many a time inve.stigators 
are frustrated because at some crucial 
juncture they are asked to drop the case 
or look elsewhere or are transferred to 
other duties or asked to co-operate to save 
some nice people from embarrassment. At 
present, many oligarchs have been in¬ 
volved in many crimes such as embezzle¬ 
ment of funds of all kinds of .state and 
private organisations, killings of rivals, 
infonners and trafficking of drugs and 
arms smuggling from Russia to different 
buyers abroad. Murder and mayhem have 
become the order of the day. Criminal" are 
in a hurry to amass wealth and power in 
the new Russia, and it is quicker to kill 
than to intimidate or bribe. 

According to Daily Telegraph of Lon¬ 
don, money, illegally brought in from the 
Russian Federation to Great Britain in the 
last three years, amounts to about 90 billion 
pounds. This is certainly criminals’ money 
(February 24). The roots of many of these 
crimes go back to the years of stagnation 
of the Soviet economy, and the subse¬ 
quent introduction of market economy. 

Since March this year, Russian news¬ 
papers are full of news about the inves¬ 
tigations of connections and activities of 
well known persons like Boris Abramovich 
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Berezovskii ~ fonncrly a close Yeltsin 
aide and secretary general of the CIS; 
Nikolai Glushkov - former deputy gen¬ 
eral director of Aeroflot; and Alexandr 
Smoicnskii - former chief of the SBS- 
AGRC bank. All three of them were 
accused of economic and espionage of¬ 
fences committed against the state. They 
were accu.sed of .syphoning off foreign 
currency funds of the aviation company 
■ Aerollot’. In the last four years, these men 
had syphoned off nearly 400 million US 
dollars from funds of hanks and Aeroflot. 
Smoicnskii was accu.scd of syphoning off 
nearly 32 mn US dollars to various ac¬ 
counts abroad by using falsified docu¬ 
ments. Hispartncrincrimc.chicfof Jambul 
Bank, Lev Nakhmanovich was arrested in 
1992, but the then mini.ster of internal 
security, Victor Barannikov himself inter¬ 
ceded on his behalf and as result, he was 
released. He immediately fled Russia and 
the case against Smoicnskii came to a 
grinding halt. Only in November 1998. 
after the extradition of Lev Nakhmanovich 
from Switzerland to Russia, where he gave 
evidence against his former parlncr-in- 
crime Alexandr Smoicnskii about his 
modus operandi to stash money abroad, 
that some headway was made in the in¬ 
vestigation. Now Alexandr Smolenskii is 
a wanted man iii Russia but in the ab.sence 
of any extradition treaty with Israel, Austria 
and a few other countucs, he cannot be 
booked. He is operating in these countries 
us a good businessman and a big investor, 
holding citizenship of both Israel and 
Austria (Slovo, April 9-13). These coun¬ 
tries will not agree to the extradition of 
.Smoicnskii and his accomplices. Added 
to all this, there are |H'.oplc in the govern¬ 
ment who will protect such criminals for 
their private gain or under the influence 
of organised criminal gangs operating 
throughout the countiy. As minister 
Feodorov described: "The moral degrada¬ 
tion of the Russians gradually leading 
to total criminalisation of the society” 

According to estimates by criminolo¬ 
gists and various organi.sations fighting 
organised crime in Russia, there arc about 
6..‘i()0 groups and gangs owing allegiance 
to about 3,(XX) group leaders and about 
279 ‘godfathers’. There are about 1 ,(K),(XX) 
members in Russia and western Europe. 

There is a .separate group of Russian 
criminal gangs operating in the US. This 
group hiLS tics with criminal gangs in Russia 
but they are closely connected to the South 
American mafia. These gangs terrorise 
ordinary people and call themselves maf^a 
of the place where they are operating such 
as Moscow mafia, St Petersburg mafia, 
etc, (interview with Marshall Goldman, 


Radio Liberty). There is enough evidence 
to prove that within Russia, the Russian 
mafia has spread its tentacles, and there 
are plenty of factions running various 
activities within and beyond Russia. There 
are Russian groups, Chechen groups, 
Azerbaijani groups, Armenian groups, 
Georgian groups and scores of other groups 
generally based on local nationalities of 
erstwhile USSR in most of the major cities 
in Russia. Many groups have formed 
unions with similar ethnic groups of other 
cities. Most such groups have their ‘dons’ 
in Moscow. These ‘dons’ control a wide 
network of criminals in Russia and abroad. 
Some of the top government officials and 
officers in the armed forces have been 
identified as ‘dons’. The mafia govern¬ 
ment official nexus is very strong due to 
various rca.sons such as threat, monetary 
gratification, blackmail, etc. The Russian 
mafia is firmly entrenched in drug busi¬ 
ness and has contacts in Pakistan, Af¬ 
ghanistan, former Soviet republics like 
Tajikistan, Uzbekistan and Turkmenistan. 
Thesecontacisspreadallthe way to western 
Europe in Spain, France and many other 
countries. They pick up drugs from Pa¬ 
kistan and Afghanistan, use their conduits 
in Russian border guards (201st division 
of the Russian army on Afghan border) 
in Tajikistan and ItKal border guards 
(Pogranichniki) in Uzbekistan to tran.s- 
port drugs to Russia and beyond. They 
have started giving a tough time to Afghan 
and Pakistani gangs as the Russian gangs 
are belter organised and more ruthless 
than any othergangs operating in this space. 

As per the data from the ministry of 
internal affairs oi Russia “in 1992 more 
than half of the criminal groups had 
contacts with the government structure 
lapparatj. This had made it difficult to 
differentiate criminals from honest gov¬ 
ernment employees and made it easy to 
call such government the criminal state” 
(Edward Royce, speech in the US senate). 

A cursory look at the American reaction 
to the growth of criminals in the US with 
Soviet or Russian origin provides us with 
a picture of panick. Press reports collected 
from various US newspapers in the last 
three years reveal that there were about 
I ,(X)0 big bosses from the erstwhile USSR 
living and op 'rating criminal rings from 
Los Angeles and San Francisco. Russian 
mafia gangs are now operating in about 
50 countries. About 80 per cent of the 
•Stock market shares issued in the Russian 
Federation are i n the control of these gangs. 
US $ 20 billion obtained from criminal 
activities are being laundered in the weist 
by the Russian mafia. This fuels the 
pervasive American fear of Russian gangs. 


The US press talks about the Russian 
mafia, Chechen mafia and a whole lot ol 
other gangs active in the US, but there is 
not a single word about New Yoik family. 
Chicago family or mid-west family that 
are the US mafia (Cosa Nostra). 

Reports from Europe and former eastern 
block countries tell us a different story. 
Data compiled by European Organisation 
against Organised Crime show the break 
up of crimes committed by former Soviet 
and cast European nationals. 

Nationality Cnmes Committed 

(Per Cent) 


Trans-Caucasian nationals 30 

Former Soviet Jewish nationals 
living in western Europe 20 

Chcclien groups 15 

East European nationals 11 

Baltic emigre in weslem Europe 6 

Russians 2 

Others 16 


Based on reported crime data published 
in the UK, France, Scandinavian countries 
and Germany the above docs not suppon 
the bad reports against Russian or former 
Soviet nationals. Rather this report pro¬ 
vides a new perspective to the whole 
phenomenon of crime and criminals in 
modern Russia, leading to such basic 
questions as genesis, growth and extent 
of crime and how it has become so in post- 
Soviet Rus.sia in such a short time. 

Organised crime is harming the Russian 
society financially, socially and morally. 
The erosion of .social and moral values is 
wid^'ly felt all over Ru.s.sia. The party 
apparatchiks had lived belter than ordi¬ 
nary citizens in stKialisl years. Those very 
same people have now cornered the en¬ 
terprises and arc selling the countiy blind. 
Once again they arc better off than ordi¬ 
nary people in Russia. 

With the economy of the nation at its 
worst in this country, the country’s lead¬ 
ership has been trying !o reform and .stream¬ 
line economic affairs. ‘The government 
is trying very hard to modernise the tax 
laws, governance system of banks and 
general health care system, improve con¬ 
sumer services, develop mercantile sys¬ 
tem of the country.” While these .steps are 
being taken under severe pressure from 
international organisations like OCED, 
EBRD, IMF, World Bank and Paris Club, 
Russia’s credit rating in world economic 
community remains very low. The eco¬ 
nomy is very sluggish at the moment. 
Simply replicating any foreign .system in 
Russia will not succeed. A new economic 
system compatible with Russian traditions 
but not limited by them will have to be 
devised and nurtured for a long time to 
makeit work furthe prosperity ofthe nation. 
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Food Security in Hindukush Himalaya 

Shantanu Nagpal 

The people of the Hindukush Himalayas have given up their 
traditional environment-friendly agricultural practices in favour of 
market-oriented cash crops. As a result, while population has grown, 
agricultural productivity has not increased and resources have been 
degraded. Food availability has declined. A way out is to 
commercially use the hiophy.sical features unique to the areas while 
protecting the environment. 


HINDUKUSH Himalaya (HKH) ranges 
cover an approximate area of 3.4 million 
square kilometres and a population (in 
1991) of about 118 million. The countries 
covered in this area are Afghanistan, 
Bangladesh (Chittagong Hill Tracts), 
China (Tibet, parts of Yunnan and 
Sichuan), Bhutan. India (eight states), 
Myanmar, Nepal and Pakistan (NWFP, 
I FATA and parts of Baluchistan). 

The concept of fotid security - the ability 
of an household to get acce.ss to enough 
ftKid for all its members, either by pro¬ 
ducing it or by earning enough to buy it 
- has been given a new meaning in the 
food deficit regions of the Hindukush 
Hi malayan ranges. The shift has been away 
from aid fur subsidising subsistence agri¬ 
culture (growing it at home) to aid for 
exploitation of the niche (special exploit¬ 
able features like hydcl-power, tourism, 
vegetables) that these hills offer. Thus 
in.stead of concentrating on staple foods, 
farmers are encouraged to grow high value 
crops which will contribute to their in¬ 
comes and thus their food purchasing powei. 

The shift was inevitable. Decreasing 
returns from existing agriculture meant 
that farmers could survive foreight to nine 
months a year on traditional fcKxl crops 
(maize, rice, millet, wheat) and had to 
search for non-farm income for the rest 
of the year. With ovcrextraclion, over- 
grazing, intensive cropping, came dramatic 
declines in soil fertility and emerging .signs 
of unsustainability in these regions. 
Spurred by .success stories in Himachal 
Pradesh and parts of UP, governments 
and NGOs focu.sed their efforts on high 
value agriculture. It made .sen.se. it was 
accepted economic theory - increase en¬ 
titlements (incomes) from existing endow¬ 
ments (land, labour and capital). 

Yet all indicators now show that niche 
harnessing can be equally debilitating for 
the land and could lead to a situation 
where land is unable to regenerate itself 
and thu.s become unsuitable for agriculture. 


Niche harnessing has '-aised hopes and 
raised incomes (for a few) and also dealt 
with the problem of food security. What 
it has also done is dccrca.se collective 
responsibility, further destroy traditional 
methods, increase risk and vulnerability, 
and accelerate the brcaicdown of social 
sanctions on the resource ba.se that com¬ 
munities had maintained over the years. 

Tlic fault lies in the way traditional 
systems have broken down, and govern¬ 
ments and NGOs have focused on supply 
without concentrating on demand or the 
special features of the mountains regions. 

"All policies arc made in the plains, for 
the plains, by politicians from the plains. 
Mountains arc seen as liabilities that need 
nagging attention," says N S Jodha of the 
International Centre for Integrated Moun¬ 
tain Development (ICIMOD), "it is no 
surprise that these policies arc made as- 
.suming what works well in the plain.s, 
should work in the higher mountains." 
That, in essence, is the problem of the 
people living in the HKH. For policy¬ 
makers. mountains arc a valuable resource 
ba.se' for meeting the needs of the plains. 
They generate electricity, tourism, food 
that can be sold in the plains. They are 
sparsely populated, low vote bank areas, 
with marginal communi ics that need fat 
too much energy and attention to be worth 
the effort. For the same investment, far 
more votes could he genei ated in the plains. 
If it had not been that these are people wc 
are talking about, wc could have couched 
this problem in the classic ‘market failure' 
mtxlcl of economics. Perverse as it may 
.seem, that would have been the real defi¬ 
nition of the mountain people: market 
failures that need special attention in 
democratic market. 

According to Jodha, mountain areas arc 
special because they are fragile (difFicult 
to recoup los.scs, susceptible to irreversible 
damage), inaccc.ssiblc, marginal (low 
productivity, fragile, highcostofmaintenance) 
and diverse (high internal heterogeneity 
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that requires individual attention). These 
factors limit the production and exchange 
options available to the mountain people, 
liius any application of traditional food 
or famine theory is difficult in these areas. 

Despite their biophysical drawbacks, a 
substantial number of people has survived 
in these areas. This has been largely because 
they developed traditional methods of 
adapting their needs and mechanisms that 
preserved and regenerated their resources 
(Appendix I). For instance, in Bhutan, 
demand was controlled through traditions 
like sending the eldest son to become a 
monk and through polygamy. In other 
areas demand was controlled through 
migration. Overgrazing was controlled 
through strict time sharing mechanisms, 
which limited the time available to each 
farmer to graze his cattle in the commons. 
Disputes were resolved by communities, 
which gave village elders the authority to 
resolve the dispute.,. Now the same dis¬ 
putes would be resolved by civil servants 
who set the rules based on what they have 
learnt in the plains. Ail petty trade activi¬ 
ties were on a small scale and were 
interlinked. This meant that no one had 
an incentive to intensify resource use 
because the returns were limited. 

Most importantly the consumption and 
production choices were far greater. There 
were far more varieties of crops that were 
grown and consumed and this meant that 
the soil had a chance to regain its fertility. 
During the time the .soil was rested, fanners 
survived on roots and shrubs which al¬ 
though less nutritious, met their food needs. 
All this changed when the government 
introduced its ‘grow more food’, cam¬ 
paigns and public distribution .system, 
wliich limited the number of crops to three 
or four and thus limited the production and 
consumption choices of the people. Now, 
they produced only the three of four 
varieties that could be .sold through the 
PDS and thus consumed only what they 
produced. Government help came only if 
the farmer grew high yielding varieties, 
which required intensive agriculture. 
Mixed cropping decreased, fertility came 
down, and the farmer was made dependant 
on fertili.sers which only the government 
provided. Jodha explains how state inter¬ 
vention has hound the people to choices 
which were never their own. He says that 
although food .security under the new 
state intervention, with its emphasis on 
entitlement enhancement, has decreased 
famines and improved household food 
availability, it has come with a huge cost 
to these fragile mountain areas. 
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Focxl varieties that contributed to the 
diversity of the region have completely 
disappeared. 'I'his is because state incen¬ 
tives encouraged farmers only to produce 
one or two crops (rice or wheat) while 
completely neglecting the other crops that 
they used to grow and eat. As a result, the 
farmer grew only what he could sell or 
what he got external support to grow. As 
a result, hou.scholds which used to con¬ 
sume over 20 varieties of food items now 
consumed five. The food items that dis¬ 
appeared were the ones that were environ¬ 
ment friendly, resilient, grown to increase 
•soil fertility, or grown at a time when the 
.soil was being ‘rested’. Rice and wheat 
displaced roots, leafy food items and 
millets. The new generation hardly knows 
of any other food. Same crops were grown 
without resting periods or without inter¬ 
cropping, and as a result the soil fertility 
has declined rapidly. The problem is 
difficult to solve becau.se dietary habits 
have changed, and it will take a long time 
(if ever) to show the new generation the 
advantages of growing diverse food items. 

The initial problem of food shortage 
was a direct result of concentration on 
foodgrain production. Between 1950 and 
1990 there was a doubling of the popu¬ 
lation in this region. An area that had 
already reached its peak production capa¬ 
city now had to carry twice the burden of 
population. Per capita availability of re- 
.sourccs declined despite the extension of 
cropping activities in marginal lands. There 
were no dramatic increa.ses in productivity 
and thus food availability also declined. 

One factor that contributed to making 
the focxl problem fur worse than it should 
have been was the breakdown of tradi¬ 
tional systems of maintaining, enhancing, 
sharing and conserving the resources. 
ICIMOD studies indicate that the extent 
of crop rotation, intercropping, number of 
crops and combinations, and other forms 
of diversilications have declined overtime. 
This has been a direct result of the change 
in attitudes of the populations, and their 
leluctancc to adhere to scKial sanctions 
that had restricted them from overextrac¬ 
tion, and their inability to conduct group 
action. The rea.sun for these attitude chan¬ 
ges is that the state intervened in the tradi¬ 
tional structure and intrixluced its own 
versionofhowthingsoughttobe run. Fur¬ 
ther, linkages with the market meant that 
profitability became such an overwhelming 
concern that farmers turned a blind eye 
to the fact that their resources were being 
depleted at an unprecedented rate. 

For instance, by subsidising fertilisers, 
pesticides, large-scale irrigation projects, 
high-yielding seeds, the government made 


the indigenous systems seem obsolete. 
Farmers saw the benefits from over¬ 
extraction. ITiey sold more - even though 
most of what they sold to the government 
was undervalued - and earned more as a 
result. This strategy had two results, one 
was that farmers were now linked to 
markets that were not their own. They 
were producing what the plains wanted, 
and getting paid what the plains decided. 
This alienated the farmers from their 
resources. And there was no incentive by 
the government to encourage farmers to 
plough back into the land what they earned 
from it. Second, this strategy made the 
farmers more dependent on external in¬ 
puts, and thus limited their production and 


consumption options. Input-output ratios 
worsened (more chemical inputs for the 
same amount of output), and this exacer¬ 
bated the extent of overextraction. 

The other significant problem of this 
market-oriented approach is that it has 
created pockets of wealth. Areas that were 
well endowed and accessible benefited 
while others remained in relative isolation. 
As a farmer in the Jhiku Khola watershed 
in the middle mountains of Nepal ex¬ 
plained, “we have benefited because we 
are linked so well with Kathmandu. But 
in the higher areas around our watershed, 
farmers have given up farming and find 
working for us more remunerative. We 
can employ them only for a tew seasons 


Appendix 1: Indigenous Farm Resource Management Techniques 

in Cold Deserts 


Cold deserts epitomise the problems of the. hill areas. They are harsh, remote and 
fragile. Farming communities use traditional wisdom to grow crops and regenerate 
their resource base in these areas. Some of the practices of farmers in Ladakh and 
IIP arc discussed here. This extract is based on an ICIMOD study ‘Appropriate Farm 
Technologies for Cold and Dry Zones of the Hindukush - Himalayas’. 

Ladakhi farmers have developed their own astrological system for solar observation 
which they use to make agio-metercological forecasts, like snowfall, winds, storms, 
solar radiation and even pests. 

Annual crop rotation makes optimum u.sc of the local agro-climatic conditions. In 
Pattan Valley farmers grow two crops despite that fact that snow covers the fields 
till March or April (from November). This crop rotation is achieved by spreading soil 
over the snow in the fields which enables the farmers to catalyse snow melt. Thus 
land preparation can start as early as March and barley can be harvested in July followed 
by buckwheat which is harvested by September and kuth is sown prior to snowfall 
since a long period of stratification is essential for this seed. Kuth is harvested after 
mid-August. Crop rotation practices are based on what keeps soil fertility. Thus fields 
arc divided into thirds and crops are rotated ny seasons or on a yearly basis. The emphasis 
is on fertility, conservation of manure and decrease in any crop residues that are di.scasc 
carrying. 

Local gcrmpla.sms of major crops in these areas are acclimatised to the harsh climate 
and the conservation of this germplasm receives high priority. The common practice 
is to collect seed from selected stands that arc showing vigour, disease resistance and 
high productivity for the future. After every three or lour years, the seed source is 
changed without diluting the seed criterion. This is a natural check again.st inbreeding 
and low productivity. 

Monastic traditions are used to improve soil fertility. Soil that has been sanctified 
by the Lamas is used forbarley cultivation. This is a simple and logical way of improving 
the porosity of soil that has been hardened by continuous barley cultivation. In this 
religious ceremony, fresh, sanctified soil is spread by the farmer before he grows the 
next barley crop. To ensure uniform distribution, 20-23 kgs of manure is unloaded 
after every seven steps of a woman. 

Farming communities have developed different kinds of co-operative organisations 
to carry out routine farming operations. These organisations also help during calamities. 
In most villages.a village mate is annually selected from certain families and his special 
job is to make all kinds of community related announcements such as repairing of 
kuhls and ater tanks, as well as any special event ceremonies. His salary is paid 
by the farmers. 

Local groups share responsibilities as follows: 


Group Functions 


Faspoon 

Langgsthay 

Ra-rays 

Beyas 

Srang-Pa 


7-8 families that look after indoor work in case of death 
Families that share bullocks 
Collective grazing 

Group of farmers who do collective grazing 
Informer of a community 
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after which they must go back to their 
farms...their lands are tilled by their 
women, and they try and grow what little 
they can. It is usually not enough because 
with the money they earn here, they have 
to buy food. And food is now more ex¬ 
pensive than ever.” 

A bird’s eycview of the same watershed 
reveals another interesting perspective. 
Jhikhu Khola is a fertile, well-endowed 
watershed. Itsbiophyisical features are well 
suited for all kinds of crops. It is warm, 
has red soil, which is not hard and is easy 
to till. Yet, it is spotted with barren steppes, 
denuded lands, exhausted soils, and now 
has a severe water problem. The cause of 
this is the breakdown of social sanctions 
on common property resources. Overgraz¬ 
ing, deforestation, poor choice of trees for 
the forest (by the government and NGOs), 
and the extension of intensive agriculture 
on marginal lands have contributed to this 
situation. 

A visit to the site where the grazing 
commons carl ier existed reveals the extent 
of overgrazing and the destruction of the 
catchment area. There arc efforts now by 
a few NGOs to create user groups (commu¬ 
nity groups, much like those that existed 
in the pa.st) which will use the resources 
as common property and will thus restrict 
overgrazing and introduce stall feeding 
(feeding animals inside their shed rather 
than letting them roam freely. This limits 
grazing and keeps top-soil intact). ICIMOD 
officials, responsible for some of this 
rehabilitation work, claim that their ef¬ 
forts will take long to come to fruition. 
And the success of their efforts wi II almost 
solely rest on their ability to create u.scr 
groups that arc genuinely concerned and 
aware of the problems they face. 

“Life iscasierforthe rich farmers because 
they can afford to pay forexpensive fodder, 
but the poorer ones have had to sell their 
livestock because there are no pastures 
left. These are the people for whom forxl 
remains a perennial problem. This lias 
been one of the biggest problems and is 
due to the strategy that overemphasises 
food and entitlements to food, without 
giving enough attention to where the food 
will come from in the long term,” said one 
official. “In this watershed (ihikhu Khola) 
fanners haVe had to cultivate on steep 
slopes where they know the degradation 
will be the faste.st. They had no choice. 
The other slopes are now either taken or 
infertile." 

To ensure food security in the HKH 
region, cash crop farming - which utilises 
the niche (Appendix 2) of mountain areas 
- has emerged as a viable option and one 
thitt is being promoted across the region. 


The logic of this option is: fanners have 
been unable to secure for their households 
enough food simply by growing food- 
grains. which are not suited for the moun¬ 
tains in any case. Thus instead of food- 
grains, these farmers should be encour¬ 
aged to grow high value cash crops which 
will increase incomes that will entitle them 
to enough food for the household. The 
logic is compelling and based on sound 
comparative advantage. 

There have been many success stories; 
the most famous one is the story of apple 
farmers in Himachal Pradesh. And that 
story has .served as a template for many 
agricultural transformations in the HKH 
region. K N Badhani of Garwhal Univer¬ 
sity, Srinagar, in his paper ‘Enterpri.se- 
Based Transformation of Hill Agricul¬ 
ture* discussesoncsuchcasc, that of Garam- 
pani region in the .state of Uttar Pradesh. 

Garampani is a small town in the Naini tal 
district of UP. It is situated in the lower 
Himalayas and is close to the hill stations 


of Haldwani, Nainitai, and Almora. In the 
last 10- IS years, there have been dramatic 
increases in the adoption of market-based 
high value vegetable cropping in this area. 
The results have also been very positive. 
Income and employment have increased 
by 170 per cent on an average, and this has 
increased farmers’ entitlements. Although 
farmers have adopted cash crops, they 
have not completely abandoned conven¬ 
tional crops because of several reasons 
.(landquality.labourshortage)among which 
is included the fear of shortage of food. 
This has meant that cash crops still account 
for only 63 per cent of total area under 
cultivation. The local market for vegetables 
developed spontaneously and without 
external influences. Vegetable farming has 
decreased the migration of youth to cities. 
High labour requirements and increased 
incomes have made the gender distribu¬ 
tion of workloads more equitable. Women, 
traditionally restricted to sowing and reap¬ 
ing, now do marketing and selling. 


Appendix 2: Niche 

Due to their specific bio-physical attributes, for certain activities, mountain areas 
have some comparative advantages over the plains. Mountains act as a source of 
important high value added products like medicinal plants, fruits, (lowers, vegetables, 
or are source for hydro-electric power. To increase food .security, thc.se niches have 
to be harnessed in a way that they benefit the local population. Accessibility and 
availability of exchange options arc critical for successful harnessing of a niche. 

For instance, mountain areas grow off-sca.son vegetables (vegetables that cannot be 
grown in the plains during the summer) and these are sold in neighbouring towns. 
TTicre are quite a few success stories of mountain areas that have profited from growing 
off-.sea.son vegetables. The common theme that links these .success stories is acces¬ 
sibility of these areas to their final markets. It is this linkage that has made Jhiku Khola 
area so profitable. The road journey from Kathmandu to this area is less than an hour 
and this means that farmers can even take day trips to sell their vegetables in the city 
and return with enough for the daily meal. On the way out of Kathmandu (on the 
road leading to the airport) one can sec farmers selling vegetables from small bundles 
that they have brought in early in the morning. They have to finish their stock before 
they return and thus they do brisk business in the evenings. 

Another possible reason why these farmers might like to do their own marketing 
is because of the unfavourable terms of trade they get from middlemen. And this is 
the problem that many areas, not well connected with their final markets, face. They 
have to depend on the vegetable trader who usually gives them rates sometimes as 
low as 20 per cent of the final selling price. Neither the government nor tlic farmers 
have been able to organise themselves to improve the terms of trade between the hi Its 
and the plains. 

Jodha narrates an interesting story that illustrates this point. A group of monks from 
the district of Lch who heard about the hugely profitable vegetable market in Delhi, 
decided to risk all their savings on a make or break vegetable marketing trip to Delhi. 
They hired a truck, packed it with all their fresh vegetables and set out for Delhi. 
Delhi turned out to be much further than they had imagined. By the time they readied 
most of tiK vegetables had perished. They did not know where to sell the produce 
or how to contact a middleman. They didn’t even have a place to stay and eventually 
found refuge in a monastery. Two days later all they had left with them were turnips. 
And turnips don't sell in Etelhi. Eventually they had to beg for money and returned 
in the same truck with nothing to show for their investment of Rs 20,000. 

In conclusion, niche harnessing can benefit the mountain areas becau.se it can increase 
entitlements and thus improve access to food. However, without infra.structural support, 
niche harnessing is not only ineffective, it can be harmful because it requires higher 
investment, greater input, and makes the farmer dependent on exchange options. It 
also contributes to a break-down of traditional methods used to secure food and conserve 
resources. 
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The negative consequences of cash crop 
farming have been primarily related to 
environmental degradation. The loremost 
is the decline in availability of fodder, an 
important by-product of conventional 
crops. As a result the dependency on forest 
fodder ha.s increased sharply. ITiis has led 
to ovcrgra7.ing and depletion of the catch¬ 
ment area. The amount of cattle has dec¬ 
lined and so has the availability of organic 
manure and milk. This has raised some 
important questions about the sustain¬ 
ability of high value cash crop farming. 

The single large.st problem has been the 
shortage of water. And this indicator of 
unsu.stainability has been widely reported 
in the Jhiku Khola watershed also. Drying 
up of water re.sources has meant that risks 
associated with cash crop farming have 
increased significantly, while returns have 
not been able to keep pace. Farmers of the 
Jhiku Khola watershed have learnt their 
lesson albeit a bit too late. With the help 
of some NGOs these farmers have built 
a tank to collect rain water. The tank was 
completed in late 1998 to collect the ruin 
from the first winter shower. But the rains 
never came, and until the writing of this 
article (April 199**) there has been no rain 
in that area. 

The decline in traditional water harvest¬ 
ing techniques has worsened the problem. 
Traditional practices, based on a high 
degree of co-operation and responsibility, 
were effective and equitable. For instance, 
‘kuhls' (waterchannels)thatdiverted water 
right from the glacial head to a village, 
at times travelling over 10 kilometres, 
were jointly owned by theoriginal founders 
and their dcscendents who distributed 
water freely, and in time of shortages, 
according to the effort put in by various 
farms who maintained the kuhl. This 
ensured commitment because each farmer 
had a .stake in the clficient running of the 
kuhl. Kuhl managers were appointed to 
work on behalf of the community. 

Traditional wisdom .ibout the species of 
trees that helped water harvesting versus 
the ones that were harmful for it. is fast 
disappearing. Balaram Thapa, in his doc¬ 
toral thesison trees planting and attributes, 
has shown that farmers have a very 
thorough knowledge of the trees that arc 
good and the ones that arc bad for water 
harvesting. According to him, the govern¬ 
ment. due to their ignorance, has paid no 
attention to this knowledge and has made 
special efforts to promote trees that arc 
detrimental to water conservation and 
erosion. For instance the government has 
di.strihutcd and planted seedlings of trees 
that have a high growth rate, survival rate 
and generate bio-mass. While the farmers 


want trees with small leaf size (that de¬ 
compose easily) and trees that have leaves 
at inclination that reduces ‘tapkan’ (water 
falling off a leaf) which reduces erosion. 
Farmers have classified trees according to 
density of leaves, tree height, inclination 
and nxn si/e and shade effects. Yet this 
knowledge is wasted and thus catchment 
areas now lie dry and eroded. And ‘resil¬ 
ient’ but useless (fanners call them ‘rukho’) 
trees arc peppered all over the land.scapc. 

R K Shrestha of the Love Green Foun¬ 
dation. an NGO that promotes planting of 
trees for lorcst, fodder and fruits, says that 
along with water, it is the high use of 
insecticide and pesticide that has become 
the banc of the farmers. Crop diseases 
have increased dramatically and yields 
have dropped significantly. Pesticide use 
has killed bees (including honey bees) that 
improve pollination. The quality of vege¬ 
tables being taken to the nearby markets 
is suspect because it contains dangerous 
amounts of chemicals. No one cares as 
long as the money is being made, which 
it is. Farm area of 0.5 hectares, doing high 
value agriculture, can yield as much as 
Rs 4,0(),(K)0 in three to four months. 

Farmers in Jhiku Khola watershed have 
earned a lot of money, yet most of it has 
been u.scd to buy land in the neighbouring 
cities or invested in gold. There arc no 
signs that any money is being reinvested 
in the land. 

An official at the local ICIMOD office 
said that distribution of free seeds, sub¬ 
sidies on fertili.scrs and pesticides is not 
ideal because it does not give the farmer 
a fair ideaof the input prices that aic going 
into his land. Realistic input prices (seed, 
fertiliser, pesticidc.clcctricity) would make 
the farmer space his planting cycle and 
look for alternative measures to increase 
soil fertility and reduce crop diseases. And 
with the income the farmer is earning, he 
can well afford to give his soil some rest. 

This substantial increase in income has 
changed lifestyles and decreased migra¬ 
tion. Although in Jhiku Khola watershed, 
the drudgery for women has not reduced. 
They still do most of the work on the farm, 
while the men concentrate on the market¬ 
ing. Diets have changed dramatically and 
the focus is on proteins, meats, packaged 
food and alcohol. Most farms twast of a 
few motorcycles and conspicuous con¬ 
sumption has increased dramatically. 
Children arc being educated at boarding 
schools and the parents hope that thcy’will 
find better Jobs in the cities. One farmer 
said, “fanning is getting tougher, we are 
hoping that with our land in the city, and 
our son employed, we too can enjoy the 
urban facilities”. 


Focus on high value added niche crops 
has not helped food security for the poorer 
villages that are either not connected to 
main cities through a highway, or have 
poor biophysical features. The.se areas 
have to depend on non-farm income, which 
means migration to the cities or to areas 
where cash crop farmers need cheap labour. 
To add to their problems, the poorer farm¬ 
ers of the same watershed now have no 
grazing commons or limited access to 
water. 

Jrxiha says that any solution to this crisis 
needs aware and co-operative politicians. 
Firstly, districts should be divided accord¬ 
ing to watersheds, which share common 
biophysical features. District authority 
should be decentralised and farmers must 
have a .say in how much money is being 
spent on what in each watershed. This 
transparency will improve co-operation 
and remove farmers' fears that benefits arc 
unequally divided. Most importantly, any 
successful strategy needs a politician who 
has the benefits of the mountains as his 
priority. “It’s thediffcrencc between some¬ 
one like Parmar (ex-chief minister of 
Himachal Pradesh) and someone like Pant 
(powerful politician from UP Hills). Pannar 
knew how to exploit the niche of the hills 
and made every effort to improve pros¬ 
perity in his region. Power at the centre 
held no charm for him. Years before NGOs 
introduced training for farmers in the hills, 
Parmar .sent his men around the world to 
learn new farming teachniques. Pant, like 
most other UP politicians, was concerned 
more about consolidation of power at the 
centre. UP mattered only forcleciiotis, his 
real intcrc.st was politics in Delhi. The UP 
Himalayas, thus, never saw the kind ct 
development that was seen in Himachal.” 

In conclusion, the strategy of increasing 
entitlements to fcxxl, and thus improve 
food .security in the HKH region, has 
overlooked the impact on the enviion- 
ment. This has happened because this 
strategy has not attempted to learn from 
traditional wi.sdom and has contributed to 
the break down of all forms of co-opera¬ 
tion that would have ensured sustainability. 
The government has - cither through 
indifference or through ill-informed policy 
- made matters far worse. A new form of 
food insecurity now threatens the lives of 
the farmers of this region - the threat of 
depiction of key rc.sourccs like water, 
fodder, and soil. Increasing entitlements 
(incomes) might have brought prosperity, 
but the steam is running out of this strat¬ 
egy. Entitlements are secure only as lung 
as endowments (key resources) have it in 
them to carry on producing at the current 
rate. Now it seems they aren’t. 
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Microfoundations, At Last 
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IT was Hugo Sonnens’chein who said that 
there were two kinds of economics, micro¬ 
economics and fairy tales. For govern¬ 
ments long used to believing that growth 
and development are largely reflective of 
aggregate processes and consequently best 
analy.sed in terms of macro-economic 
variables and modes of rea.soning, the 
currency and banking crises in .several 
countries during the 1990s arc a caution¬ 
ary tale that the micro-economics of finan¬ 
cial markets can sometimes turn up un¬ 
expected pathologies. While most official 
reports arc yet to recognise that this might 
alter the economic analysis of the develop¬ 
ment process, the late.st India Develop¬ 
ment Report devotes some considerable 
.space to analysing the microfoundations 
of macio-cconomic policy and change. 
This is unconventional terrain, even for 
many professional economists. For the 
larger readership which the Report very 
evidently .seeks to draw in, it lays out with 
considerable clarity the interpretative 
content of such micro-economic analyses. 

About a third of the Report dwells on 
India's recent economic history, includ¬ 
ing the state of its public finances and a 
characterisation of how feeble our record 
has been on environmental quality, pov¬ 
erty alleviation and social security. An¬ 
other third constitutes sector studies: in 
urban transport, energy-power, coal, oil 
and gas, and primary education. However, 
it is really in the last one-third of the report 
that microfoundations issues get raised. 1 
shall cherry-pick five problems from this 
part of the Report and ask whether the 
investigative logic used and the interpre¬ 
tations provided are adequately robust. 

The first problem is privatisation and 
auctions. P G Babu and Nivedita Das 
provide an exploratory account of our 
recent history of telecom privatisation and 
ask whetl^r the theory of auctions can 
provide clues to whether the particular 
auction model adopted had a serious design 
flaw in it. In one sense this uses micro¬ 
economics at its rigorous best, for markets 
for auctions can be formally modelled and 


the manner in which auction bidding is 
structured can very sensitively and deci¬ 
sively affect outcomes. Both the efficiency 
of the bidding process and the expected 
revenues earned by the auctioneer are 
contingent on the design of the auction. 
In another sense, however, it is helpful to 
recognise that there continues to be a wide 
gap between solutions to formal game- 
theoretic models of auction design and the 
more intuitive results which practitioners 
whocither control or participate in auction 
bidding appear to believe in. This may be 
critical for auctions because, while all 
economic models arc necessarily abstrac¬ 
tions of a clumsy behavioural world, 
auction models have shown a striking 
tendency fur answers to change as enrich¬ 
ments to their realism arc introduced. 

Here is an example: In many auction 
models, the expected revenues to the 
auctioneer increase with the number of 
bidders. Enrich the model by having bid¬ 
ders participate only when they make a 
prior calculation comparing the probabil¬ 
ity of winning with the cost of bidding. 
Auction models then yield the result 
that beyond a point an increase in the 
numbcrofbidderscoulddccreaseexpected 
revenues. There is thus an optimal num¬ 
ber of bidders for expected revenue 
maximisation. This insight is, however, 
familiar to investment bankers who handle 
strategic sales as a mode of privati.sation 
and advise governments on such sales. 
Strategic sales proceed in two stages. First 
the auctioneer seeks expressions of inter¬ 
est from possible bidders and then shortli.sis 
participants for bidding. In its popular 
description, the shortlisting is meant to 
weed out bidders who ate ‘inadequately 
.serious’. A little reflection will reveal that 
shortlisting does more. It should only retain 
those bidders who believe that their prob¬ 
ability of winning is high enough to justify 
their bids, and if all shortlisted bidders 
believe this the expected revenues will 
rise. 

Notwithstanding some of these limita¬ 
tions in the use of formal auction models. 


governments' reliance on these models 
has been expanding. The US government 
has used multiple round auctions to allo¬ 
cate radio spectrum rights, and the debate 
on whether uniform price or discrimina¬ 
tory auctions should be used to placegovem- 
ment securities is long familiar to central 
banks. Game theorists who design auc¬ 
tions with specifled outcomes are clearly 
in demand, and a government which would 
like markets to develop for the allocation 
of resource rights or for the privatisation 
of state-owned cntcrpri.ses could avoid the 
several pitfalls which auctions contain by 
examining auction designs more critically. 

A second problem ari.ses in the analysis 
of risk, particularly in financial markets 
and in financial institutions. Micro¬ 
economics has chiselled and achieved 
considerable clarity in recent years in the 
understanding, catcgori.sation and mea¬ 
surement of risk. Susan Thomas and Ajay 
Shah ask how we can apply this to Indian 
markets, not least for the management of 
risk. Theirargument isextremcly well laid 
out. When one is looking at the risk of 
a portfolio of debt assets, whether of a 
hank or of a mutual fund, risk is not 
additive over asset classes or individual 
investments. This needs to be specially 
emphasi.sed as the entire regulatory logic 
of capital adequacy fur banks, originating 
from the Basle nonns a decade back and 
adopted by RBI, assumes that risk is 
additive, and banks (including in India) 
calibrate portfolio risk in a linearly addi¬ 
tive way. Thomas and Shah emphasise 
that the analytically rigorous way to 
compute portfolio risk is to use Value at 
Risk (VaR), though they recogni.se that in 
illiquid markets forecasting asset price 
volatility, an essential ingredient in the 
calculation of VaR, can be hazardous. \ 
bank can properly judge whether its capi¬ 
tal base is adequate, however, only after 
it has computed its VaR. 

This is conceptually elegant, but not 
without its problems. Besides the difficul¬ 
ties involved in computing asset prices for 
bank loans in illiquid markets when credit 
defaults kxim on the horizon, there is a 
mure fundamental difficulty on the adop¬ 
tion of such an approach to risk. This is 
a finance theory centred approach to risk 
and encompasses very well certain kinds 
of risk such as market risk, liquidity risk 
and credit risk (though their decomposi¬ 
tion can sometimes prove empirically 
intractable). Ecunomi.sts who are more 
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used to distinguishing between state of 
nature uncertainty (which is modelled 
stochastically) and strategic interdepen¬ 
dence uncertainty (characterised game- 
theoretically) could well ask how useful 
VaR would be for the latter. All asymmet¬ 
ric information situations, including prin¬ 
cipal-agent problems, are game-theoretic 
problems, and two representations of 
this, moral hazard and adverse selection, 
arc now customarily seen as maladies in¬ 
trinsic to financial maricets. It is unclear 
that strategic interdependence uncertainty 
is best comprehended using VaR, and 
when we look at risk in financial markets 
the risk arising out of situations of stra¬ 
tegic interdependence is high. East Asia 
in the last two years is manifest evidence 
of this. 

This is particularly relevant when one 
is rethinking prudential regulation, a third 
area in which microfoundations arc cru¬ 
cial. In another chapter Shah and Thomas 
emphasi.sc the pervasive ability of eco¬ 
nomic agents to change their behaviour 
in the light of changes in a regulatory 
regime. This principal-agent charac¬ 
terisation, and the regulatory desire to 
strongly shape the behaviour of market 
participants, has encouraged the emer¬ 
gence of a vi.Mhly layered regulatory law 
in the capital markets. A complementary 
approach would be to facilitate the emer¬ 
gence of changes in market microstructure 
which lead more readily to regulatory 
objectives being achieved. Shah and 
Thomas argue illustratively that the clear¬ 
ing corporation of a stock exchange is a 
superb example of an institutional inno¬ 
vation which facilitates the regulatory 
objective of market robustness by avoid¬ 
ing payments cri.ses on the stock markets. 
Their argument cun be extended to dem- 
oastratc how the emergence of a suitable 
market microstructure can strengthen 
regulation. If the clearing corporation is 
to take the counterparty risk in all trades 
with brokers on a stock exchange, it 
emerges as the best in.stitution to credit- 
rate brokers. But this skill should be le¬ 
veraged to find other applications. Thus, 
banks are very cautious about lending to 
brokers as they do not possess the infor¬ 
mation and expertise to assess broker 
creditworthiness. As the clearing corpo¬ 
ration increasingly does, it can use its risk 
assessment .skills to open a sustainable 
channel of bank credit to brokers by 
providing credit enhancement to banks in 
the form of guarantees or other forms of 
comfort. The clearing corporation of the 
National Stock Exchange has already 


decided to act as a designated intermedi¬ 
ary in stock lending to brokers. These 
examples illustrate that regulation is some¬ 
times more effective if it facilitates die 
emergence of maricet processes and insti¬ 
tutions which enable maricet participants 
to better manage the risks of their trans¬ 
actions. This insight, Shah and Thomas 
emphasise, is fundamentally micro- 
economic. 

Subir Gokam’s chapter on the east Asian 
financial crisis and its implications for 
India raises a fourth issue which requires 
clear microfoundations. He argues that the 
financial system in these countries was 
undersupervised precisely because the 
export promotion regime completely sub¬ 
ordinated it, and the profitability of ex¬ 
ports provided a reasonably reliable 
monitoring mechanism for the allocation 
of credit. As exports fell, this automatic 
supervisory mechanism for banks, an¬ 
chored on the export promotion strategy, 
began to erode, and the absence of a more 
formal supervisory .system led to financial 
meltdown. Gokam suggests that these were 
the structural reasons for what is best seen 
as a banking crisis in east Asia. The 
proximate reasons include the build up in 
short-term debt, much of it from overseas 
and unhedged, the large inveiitments by 
banks in asset markets, and perceptions 
by overseas investors of implicit guaran¬ 
tees by governments. 

Situating the inadequate supervision of 
banks within the comfort arising from 
earlier export successes may be more 
associative than causal, but still docs not 
provide an altogether credible explana¬ 
tion for why sudden changes in investor 
sentiment occur at a speed and an intensity 
which lead to financial turmoil and crisis. 
In financial crisc.s. sentiment reversals lead 
to panic, and explanations based on the 
fundamentals of the teal economy seem 
at the time (o be much too remotely related 
to the discontinuous changes in expecta¬ 
tions which characteri.se the destruction of 
financial markets. The synthesis today of 
sentiment-centred explanations of finan¬ 
cial crises re.sts in what are known as 
multiple equilibria models, associated 
particularly v ’th the work of Diamond 
and Dybvig. These models are self-fulfill¬ 
ing, in that changes in expectations lead 
to shifting equilibria, and have acquired 
a new-found interest among economic 
theori.sts in explanations of certain kinds 
of financial crises. They are game-theo¬ 
retic models embodying rational economic 
behaviour, and crisis outcomes represent 
non-cooperative Nash equilibria. While 


the microfoundations of such crises are 
indeed legitimately representable in terms 
of the increasing precariousness of firms 
and domestic banks, as in Gokam’s analy¬ 
sis, this appears incomplete if the dynam¬ 
ics of financial markets ate ignored. 

A final microfoundations issue is raised 
by A Ganesh-Kumar, Kunai Sen and 
Rajendra R Vaidya in their discussion of 
India' sexpert competitiveness and finance. 
In analysing impediments to firms gaining 
in export competitiveness they note that 
there are good reasons in economic theory 
for outside finance raised by exporting 
firms to be more expensive than internal 
finance (retained profits and depreciation). 
This is so because of asymmetric infor¬ 
mation between a firm and its creditors, 
as also between the firm’s management 
and its shareholders, resulting in raising 
the cost of outside debt and imposing an 
equity price premium. One of the prob¬ 
lems they study is whether exporters are 
disadvantaged compared to firms produc¬ 
ing for domestic consumption in the 
additional costs they incur for raising 
outside finance. 

Their empirical work during the period 
1989-97 comes to the following conclu¬ 
sions: Firms producing for domestic con¬ 
sumption have higher profitability ratios, 
but exporti ng firms have fa.ster asset growth 
and largerassct sizes on average. Although 
exporting firms have been able during this 
period to raise larger outside finance than 
have firms producing for domestic con¬ 
sumption, they have relied more substan¬ 
tially on borrowings. Most strikingly, the 
proportion of outside funds raised through 
the capital markets has been higher for 
exporting firms, leading to the conclusion 
that exporters face a smaller difference 
between external and inside finance co.sts. 
Ganesh-Kumar, Sen and Vaidya infer that 
this could be because financiers use suc¬ 
cessful exports as signalling the strength 
of firms. While more empirical work is 
needed to support such a conclu.sion (par 
ticularly as exporting firms in the sample 
have lower profitability ratios) this focus 
on the microfoundations of export com¬ 
petitiveness is valuable. 

If the latest India Development Report 
is to be set off against the first Report two 
years ago, it is the newly found focus on 
micro-economic themes that is its most 
visible distinguishing feature. Future 
Reports are promised every two years, 
which is disappointing and indicative 
perhaps of how slowly the economy is 
expected to change. One trusts that the 
focus on microfoundations will not erode. 
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State Formation and Subalterns 

Walter Fernandes 

Subalterns and Sovereigns: An Anthropological History of Bastar 1854-1996 

by Nandini Sundar; Oxford University Press. 1997; pp xxiv+296. Rs 495. 


SOME romanticise the tribal history of 
British India as one of perpetual resistance 
to colonialism and others present their 
communities as powerless and passive. 
The fonner is used to co-opt them into the 
‘mainstream’ freedom struggle forgetting 
that they also resisted their Indian exploit¬ 
ers. The latter legitimises their exploita¬ 
tion by presenting them as easy-going 
people who have to be ‘developed’ and 
‘uplifted’ by outsiders. 

Nandini Sundar began with the assump¬ 
tion of a community in revolt. To under¬ 
stand it she went back to their oral history. 
To her consternation the Dhurwa tribals 
of South Bastar did not have many .such 
memories, not even of Gunda Dhur, pre¬ 
sented by the mainstream history of the 
freedom movement as the leader of the 
1910 revolt. Then she stumbled upon the 
movement led by B D Sharma against the 
propo.sed steel plant at Maolibhata. In trying 
to understand their ‘heroic resistance' she 
rebuilds the history of state formation in 
South Bastar and its impact on the tribals. 

The book begins with a discussion on 
the manner of founding the vi llagc. Its oral 
history differs according to the need of the 
hearer or the storytellers’ desire to show 
their superior status. Sifting through it 
Sundar idcntincs social relations, f^sis- 
tance. acquiescence and state formation, 
and their links with their economy. For 
example, the ‘pema’, the priest and the 
‘majhi’ the temporal head, were cho.sen 
based on their success in hunting and 
agriculture. Also the status of the lineage 
is linked to land and forests, so arc mar¬ 
riage, accumulation of wealth and bride 
price. The founding villagers gave land to 
newcomers and “taught them to live and 
cultivate” (p 33). So they were viewed as 
civilising agents having power over the 
late comers and over land. There were, 
however, hidden conflicts in this appar¬ 
ently static .arrangement. 

Forests are critical in defining their life. 
Given their total dependence on it, the 
Dhurwas perceived them as the abode of 
their spirits, not merely as a material re¬ 
source. They are also linked to shifting 
cultivation. The tribals depended more on 
millets that could grow in the forest than 
on rice that required open spaces. Land- 
ownership not being bound by rigid rev¬ 
enue laws, was mobile. So their food habits 


as well as agriculture have changed over 
time and space. Their history too is not 
static. Even before British arrival, contact 
with outsiders existed through the market. 
They also participated in regional power 
struggles. The Kakatiya dynasty of Waran- 
gal defeated their Naga kings and ruled 
Bastar till 1947. They came under attack 
constantly and kept changing their capital. 
The defeated Nagavanshis retained some 
importance. In the 18th century the Mara- 
thas integrated Bastar into Chhattisgarh. 

These ^velopments also involved vari¬ 
ous stages of Icgitimisation of state for¬ 
mation. A weak central authority was one 
way of integrating the tribals into the 
Kakatiya kingdom. ‘Dusserah’ did it on 
the ritual plane. Brahminic in nature, it 
also involved the masses in its preparation 
and celebration. C'orvee, known as ‘begar’ 
was linked to their economy as well as 
dusserah. Thus it symbolised people's 
integration as well as the king’s power by 
bringing the notables and the common 
people together. By combining it with 
IcKal 'jatras', dusserah created a state 
legitimising cosmogeny moving upwards 
from the village. Danteshwari, the Kakatiya 
goddess provided the second level of 
legitimacy. Like that of the king, her 
position as the chief goddess had to be 
reinforced every dusserah. Legitimacy was 
conferred also by providing .seniority to 
Mawli, the goddess of the defeated 
Nageswari kingdom. 

Thus the coming of the British to Ba.star 
was a “part of the composite development 
of events”. Legitimacy notwithstanding, 
state formation was not always peaceful. 
There have been many rebellions, the one 
of 1876 being the lirst under the British 
caused by the ‘malgu/.ari’ settlement and 
palace intrigues. To save hincself, the king 
approached the British, thus providing 
further legitimacy to colonial rule. He too 
retained his legitimacy by blaming his 
officials for maladministration. The colo¬ 
nial context of the revolt was ignored. So 
the British continued their indirect rule. 
Treaties, exchange of gifts and rituals 
ensured the king’s subjugation as well as 
internal autonomy A land revenue system 
with a fixed amount under malgu/.ari 
replaced ’khalsa’ and zamindari’. The 
‘ryots’ complained also about heavy 
punishment under the penal code, that too 


a British introduction. 

The British introduced direct rule at 
Bharamdeo’s death in 1891 which lasted 
till 1908. It increased administrative ex¬ 
penses. The fore.st policy became a living 
symbol of state formation. Prccolonial 
torc.st management cannot be romanticised, 
but it was sustainable. Later, practices 
were standardi.sed but revenue remained 
its first concern and uncontrolled timber 
felling destroyed forests. But the British 
blamed shifting cultivation. Their policy 
ranged from a total ban to creating re¬ 
serves for it, but rarely resulted in repres¬ 
sion. Non-timber forest produce was the 
next source of conflict. Merchants had 
cheated the tribals earlier. But ‘scientific 
management’ meant more control, even 
ban or taxes. ‘Nistar’ rights were intro¬ 
duced, forests and lands classified, graz¬ 
ing dues and other changes introduced. 
Reserve forests involved greater imperial 
control and rekKation of several villages. 
Thus forests came to symbolise the com¬ 
petition between the state and the local 
users. ‘The former emphasised large logs 
and the latter poles” (p 108). These changes 
also worsened the famine problem. This 
section is well written. But one is sur¬ 
prised that the jvriter who begins by giving 
importance to oral history, depends al¬ 
most totally on written sources to under¬ 
stand land and forest that are the very 
centre of tubal life. 

The rebellion (‘bhumikal’) of 1910 is 
situated in this context of “pitting of indi¬ 
genous law against colonial law” (p 133). 
The caste-class backgniund of oral and 
written histories is well analy.sed. The 
condescending attitude of the brahmin, 
the British and the local ruler and the 
repression that followed arc brought out, so 
also the possible dual role of the Methodist 
missionary William Ward. Sundar con¬ 
cludes that it was an anti-Briti.sh uprising 
though co-opted by disgruntled elements 
within the palace. Unlike in 1876 the tribals 
did not fail at the feet of the British. At 
least a few Englishmen seem to have 
reali.sed that it was against the foreigner. 
So unlike in 1876 when they ju.stificd the 
rebellion, they attributed 1910 to the 
money-minded urban leaders and dis¬ 
missed the tribals as superstitious. In this 
context, the discussion on whether Gunda 
Dhur is an individual or an inspiration 
makes sense. So does the conclusion that 
the spirit of the rebellion continues. 

Also the chapter on the tribal question 
1927-50 becomes meaningful. It begins 
with a discussion on the role and views 
of anthropologists. British anthropologi.sts 
wanted to protect the tribals from the Indian 
‘mainstream’ while Indians wanted their 
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integration. Despite these differences, 
many of them had a deep awarene.ss of the 
issues and some even understood the 
government as the main problem. But their 
solution was more state intervention, 
preferably British. Besides, in fcKu.sing on 
the tribals. 'dalits' who had contributed 
much to life in the region came to be 
excluded. Also excluded was tribal self- 
rule becau.se of their inability “to handle 
representative institutions” (p 163). So the 
king was retained but the British ruled 
through tribal headmen. They codified 
their customs, gave them some penal 
powers and turned the 'pargana' into an 
appellate body. In thus reducing the cost 
to the administration, they forgot that 
cuiitum did not exist as a static body. So 
the devolution impo.scd from above flailed 
but turned the 'majhis' who had organised 
the two rebellions, into cogs in the British 
wheel. Protection of the tribals was partial 
and exploitation continued. 

Post-independence debate ux) was on 
the lines of integration versus isolation. 
Nehru opted for the middle path of con¬ 
trolled integration. But most post-inde¬ 
pendence governments have accepted 
Ghurye's assimilutionist position. The 
nationalists interpreted anything that threw 
doubts on India as a nation as colonial 
divide and rule. 1 he author brings out their 
racist overtones through the constituent 
as.scmhly debates on the fifth and sixth 
schedules. The tribals “being inferior” were 
“incapable of ruling themselves” and if 
given autonomy, those in the north-east 
would .secede. 

Officials Ux) betray this attitude. The 
British refusal to rccogni.se Rudra Pratap's 
daughter as queen till the tribals forced 
them into it, people’s suspicion that her 
death in London at 26 was unnatural, the 
manner in which the po.st-independence 
government declared her son Pravir in¬ 
sane, arc its indicators. So the attack on 
their livelihood and the patronising atti¬ 
tude of the welfare officials, instead of 
strengthening the legitimacy of the slate, 
add to their exploit.ition. Instead of 
recognising their weak agricultural ba.se 
the stale tried to co-opt the process of 
Pravir becoming a ‘people’s king’. In the 
resistance that Pravir led, his personal and 
people's grievances merged into one. He 
was arrested and de-recognised. Riots 
followed. Dusserah continued to remain 
a political symbol in the dispute. 

Ill this conflict the author situates the 
1965-66 famine, mobilisation against 
paddy levy, Pravir’s role, the siege of the 
palace and his death in police firing on 
March 25, 1966. Women’s role in the 
mobilisation is highlighted. This is. an 


excellent example of history from a peo¬ 
ple’s perspective. The official and local 
versions are compared and the evolution 
of myth and reality studied. It substanti¬ 
ates the author’s starting point that while 
one cannot accept the myths of ongoing 
resistance or passivity, resistance exists in 
different forms. In 1966 the government 
exaggerated the extent of resistance to 
legitimise theiroppression while the tribals 
did the same to dc- legitimise the state. Ulti¬ 
mately the struggle led to their disempower- 
ment because it turned into a palace power 
conflict. The deterioration of dusserah is 
contrasted with Pravir’s popularity. 

Then came Baba Bihari Das, perceived 
as Pravir’s reincarnation. The merchants 
u.sed him to exploit the tribals. Adminis¬ 
trative efforts to control it were under¬ 
mined by political intervention in Baba's 
favour. Hence, the concluding chapter on 
the uncertain future of the tribals. They 
resist wnen their livelihood is threatened. 
The specific contribution of Sundar is not 
in giving a functionalist interpretation of 
how and why people revolt at a given time. 


but in analysing the role of “popular 
memory in fuelling resistance" (p 249). Its 
nature and the continuity between 1876, 
1910 and 1966 are well analysed. The 
state that wants to remember 1910 as 
freedom movement considers 1966 anti¬ 
national, thus showing the link between 
state formation, resistance and popular 
memory. The discourse on development 
makes interesting reading. So does the 
section on insiders and outsiders and state 
intervention around tribal self-rule and the 
sixth schedule. 

Precisely because of her rich analysis 
ba.sed on popular memory, one is disap¬ 
pointed at her failure to go back to it while 
discussing land and forests, and at her 
failure to mention Maolibhata in the dis¬ 
cussion on development and revolt. It is 
mentioned right in the beginning and for¬ 
gotten. This shortcoming notwithstand¬ 
ing, Surxlar’s is an immeivsely readable book, 
data based, well analysed, with quaint 
humour mixed with uninhibited use of 
words. An excellent contribution to litera¬ 
ture on state formation and the subalterns. 


CENTRE FOR STUDIES IN SOCIAL SCIENCES 

CALCUTTA 

CULTURAL STUDIES WORKSHOP 

The Centre for Studies in Social Sciences, Calcutta, will be holding 
the fifth All India Cultural Studies Workshop from Fobruary 24-28, 
2000. The venue for the workshop will be Bharatpur in Rajasthan. 
The broad theme of the workshop will be Critiques of Culture, 
where the intention will be to explore the interlinked notions of 
‘culture’, ‘critique’ and ‘modernity’ in Western theory and their 
deployment in the Indian context. With a focus on modern India, 
the workshop hopes to address the theme of cultural critique around 
issues such as (i) the cultural politics of nationalism, (ii) colonial 
and post-colonial cultural identities, (iii) the changing frontiers of 
disciplines, (iv) aesthetic productions and transgressions, or 
(iv) globalisation and the reinvention of cultures. 

The workshop is intended to give young researchers the oppor¬ 
tunity to share their work with a selection of senior scholars, 
including some of the faculty of the CSSSC. It is aimed for doctoral 
or post-doctoral students (preferably under the age of 35) who will 
be able to present a research paper for discussion. The CSSSC 
will bearthe expenses of rail travel and accommodation in Bharatpur 
for all selected participants. Those wishing to participate in the 
workshop may apply with their current c.v. and a brief description 
of their current research. Applications are to be sent to the Registrar, 
Centre for Studies in Social Sciences, Calcutta-700 029, by 
November IS, 1999. 
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SPECIAL ARTICLES 


Finance Commissions: Perilous Proxies 
and Dangerous Dummies 

S M Vidwans 

Finance Commissions have progressively let sophisticated mathematical and statistical methods determine 
their recommendations. This approach was not free of deficiencies of varying kind and seriousness, but 
worse, it brought in its wake two elements inimical to the participative proce.ss of revenue sharing: obscurity, 
bordering on opacity, of the rationale of recommendations, and lack of accountability for their deficiencies. 
This critical review of past Commissions' work attempts to remind the new Commission of this reality and 
alert the state governments to it. 


I 

Introduction 

THE object of this paper is to highlight 
certain issues that stem from the increasing 
sophistication and complexity of the 
quantitative methods employed by the 
Finance Commissions (FCs). Such 
methods were mainly used in the statcwisc 
distribution of taxes shared between the 
union and the states, especially of the 
union excise duties, but later, also in the 
other areas of an EC’s work. The paper 
reviews and critically examines some of 
these methods. However, the author wishes 
to clarify at the outset that he makes no 
claim to originality in his Endings given 
here. Consistent with its theme, the paper 
is kept free, as far as is po.ssiblc, from 
mathematical or statistical derivations in 
support of statements made in it as their 
proofs arc easy to establish. Further, only 
the results of the necessary calculations 
have been quoted as they can be verified 
from the indicated data from PCs' reports. 
A few subtle statistical points have been 
relegated to the notes. 

Background 

The FCs used different criteria for 
different taxes and also Fixed the per¬ 
centages of divisible pool to be distributed 
by different criteria when more than one 
was used forthesame tax. The specification 
of these percentages was a decisive factor 
by which the FCs could shape the resulting 
pattern of the statewise distribution. Foq 
the taxes to be shared with the states or 
assignable to them, the criteria were simple, 
such as population, or collection or assess¬ 
ment of a tax, or the amount of tax revenue 
foregone, or certain measures such as 
pa.ssenger-kilometres. The statewise distri¬ 
bution of shareable proceeds of a tax will 
be necessarily an arithmetical exercise. 
But, bccau.se of the simplicity of these 


criteria, their direct relevance to the tax. 
and the simple arithmetic of the statewise 
distri bution, the FCs procedures support ing 
their recommendations were easily under¬ 
standable. 

For union excise duties the position was, 
however, different. The sharing by the 
states in the net proceeds of these duties 
is only permissive. In their case it was 
not even implicitly necessary that the 
criteria u.scd for statewise distribution 
should have some relationship with the 
factors of collection, assessment, ba.se or 
incidence of these duties. Other factors 
could be considered in addition to or in 
total substitution of them. It was in this 
distribution that the FCs gave increasing 
weightage to relative backwardness of 
stales, and it was this f ^eld, as the following 
review will show, that became a fertile 
ground for the growing sophi.stication of 
the mathematical and statistical methods 
used. 

II 

Review 
I TO VI FCs 

Only the IFC u.scd solely the population 
criterion forthe distribution of the divisible 
pool of excise duties. All other FCs used 
one or more additional criteria for the 
distribution. For want of data on 
consumption, the II FC distributed 90 per 
cent of the divisible pool by population 
and 10 per cent by ‘adjustment* to scale 
down the share for the more urbanised 
states which got greater advantage because 
of their large population. The III FC took 
into account states’ relative backwardness 
in various respects, but, without quanti¬ 
fying it, the FC pronounced its recom¬ 
mendation as a well-considered judgment 
that “. ..the net proceeds of the union excise 
duties ... be paid out of the Consolidated 
Fund of India to the states and distributed 


among them as bclow”fll and specified 
the statcwisc percentage shares. 

The IV FC distributed 80 per cent of the 
divisible pool by population and 20 per 
cent by some seven criteria of relative 
development (or backwardness) without 
spelling out how it combined the seven 
criteria for the distribution of the latter 
pan[r2j A distinct trend was set by the 
V FC which appears to have used a 
composite index of development to 
distribute 20 per cent of the divisible pool 
by the backwardness criterion. It 
recommended that two-thirds of this part 
should be distributed to states with per 
capita (p c) state domestic product (SDP) 
below the average in proportion to the 
distance of theirpe SDP from that average, 
and one-third by an integrated index of 
backwardness based on six development 
indices. It also did not clarify its procedure 
although it criticised its predecessor on the 
same countr3). 

The VI FC ushered in the era of 
mathematical methcxJology for an PC’s 
recommendation on the interstate di.s- 
tribution of the divisible pool. It employed 
a clear mathematical formula, the distance 
formula (DF). for distribution of 2.S p-rr 
cent of the divisible pool by the criterion 
of backwardness. The distance meant the 
difference of a state’s p c SDP from the 
maximum p c SDP among the states. The 
state’s share was made proportional to its 
size defined as the mathematical product 
of its distance and its populatiunl4]. The 
unit of size is rupee, and it represents the 
SDP gap of the state, that is, the amount 
by which a state’s SDP should be increased 
to make its p c SDP equal the maximum 
p c SDP among states. The assumption 
here is that the SDP gap has economic 
relevance to the distribution of the divisible 
pool. The DF will be discussed in detail 
later. It is important to note at this stage 
that because of its linearity the p c share 
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for a stale, whose p c SDP is (he same as 
(he mean p c SDP. is equal lo the mean 
p c share (as one should expect) Second, 
it yields ape share (hat decreases as the 
p c .SDP incri‘a.se.s. and docs so at an 
increasing! relative rate (elasticity). It is 
thus not merely a proj'ressive formula but 
one with pro^ressivity that increases with 
p c SDP. It was. therefore, retained by the 
subsequent Ff's, given disproportionate 
importance, and taken as a standard - 
unfairly, as we shall .see -- lor comparison 
ol progressivity of other progressive 
formulae. 

VII FiNANCb Commission 

The VII FC’ produced the first surge in 
the use oi statistical methods and analysis 
for an elaborate scheme of the statcwi.se 
distribution of the divisible pool ofexci.se 
duties. Besides population (25 per cent 
weight) It introduced three progressive 
formulae using the following three 
statistics: (a) The inverse (reciprocal) of 
p c SDP, (b) the percentage of poor in the 
state, and (c) a measure the FC worked 
out by its Revenue E:quali.sa(ion Formula 
(RliF). In each case it worked out the size 
of the state, which was the niathcinatical 
product of population and the statistic, 
and di.stributed 25 percent of the divisible 
pool in proportion to it[5|. All the three 
methods suffered from deficiencies of 
varying kind and seriousness. The 
substantive meaning of the first was 
obscure; the methodoKigy of the .second 
contained an elementary but vital mistake, 
and the third failed in its purpose. 

The FC did not explain the economic 
or any other substantive meanitig of (he 
invcr.se income formula (IIF) which is 
progressive as it makes the p c share of 
a state a decreasing function of p c ,SDP. 
But when the inverse is multiplied by 
population, the size becomes a curious 
quantity: the square of population divided 
by an amount in rupees! Actually, it 
achieved the simple arithmetical result 
(hat if a state’s p e ,SDP was k times that 
of another .state, the p c share of (he latter 
was k ti mes that of the former (Tltis creates 
a minor problem though See Note I.) 
Another contrived meaning was forced on 
it by the Vlll FC. But the VII FC, which 
introduced (he IIF. did not spell out either 
of the two. 

The .second formula u.sed (he statewise 
estimates of pwtr population, .separately 
for rural and urban areas, worked out by 
Raj Krishna, a member of the FC. The 
crucial requirement for this was the 
determination of state-specific poverty 
lines for the two types of area. At this stage 
of calculation Raj Krishnatripped himself. 
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For the estimation of the state-specific 
rural poverty line.s, he used the results of 
a private re.search worker and created a 
serious policy issue. Second, because no 
such re.search was available for the urban 
poverty lines, he u.scd the statewise 
(working class) consumer price index 
numbers themselves as if they measured 
inter-place price differentiaisfb]. This was 
an elementary hut serious mistake, almost 
a blunder, making the recommendation of 
the VII FC void. .Surprisingly, it was not 
noticed by any Commission member. 

The FC considered it more relevant to 
deal with ihi- p c revenue potential of states 
than their p c state revenue. It took the 
values of the potential to be equal to the 
estimated values ol the p c revenue by 
regressing it on p c .SDP thinking wrongly 
that by this method it equali.scd the revenue 
raising potential of a state by adjusting it 
for its pc SDP. In I act. since this procedure 
made (he dilterenccs among statewi.se 
potential directly proportional to the 
differences in their p c SDP, its distance 
formula based on it. which the FC called 
RFF, degenerated into the p c SDP-ba.sed 
distance formula of the VI FC. None of 
I he FC's members realised this obvious 
futility ol its stati.stical exercise. 

The Planning ('ommission experts also 
did not detect Raj Krishna’s error. In the 
beginning of 1979, the Commi.ssion, of 
which Raj Krishna was a member, pro¬ 
posed to use (he poverty percentages 
worked out by him and the VII FC's 
formula for interstate distribution oi block 
plan assistance. It was at this stage that 
(he government of Maharashtra (COM) 
detected Raj Krishna’s error which was 
pointed out by the chief minister of 
Maharashtra in his speech before the 
National Development Council (January 
20-21, 1979). The Planning Commission 
then dropped its proposal. The CM also 
brought to the atteni ion of the Commission 
the issue arising out of the use of private 
research by the VII FC without giving an 
opportunity to the states to examine it. A 
little later V M Dandekar published a 
paper dealing with Raj Krishna’serror, (he 
limitationsof data and estimates of poverty 
percentages, the character of research 
papers on (he subject, and the inherent 
dangers of ising them in matters of 
operational decisions of the govern- 
mcnt[7]. (Raj Krishna never accepted his 
mistake nor responded to the criticism of 
his work.) 

Vin Finance Commission 

The work of the VIII FC marked the end 
of the surge in the mse of statistical 
methodology produced by its predecessor. 


It also signalled the end of statistical input 
by an FC’s own members and the eniiy 
of external consultants in its work. In the 
memorandum submitted to it the COM 
brought to its notice the above three 
deficiencies of the VII FC’s work. The 
response of the Vni FC was interesting[8]. 
It retained the inverse-income-formula 
(IIF) artificially interpreting it as giving 
a measure of income-adjusted total 
population (lATP) and noting that the 
state governments had not generally 
objected to it (see Note 2). But it did not 
say a word about the GOM’s reference to 
Raj Krishna’s elementary mistake which 
invalidated the VII FC’s corresponding 
recommendation. Perhaps, it was indelicate 
to do so. It rejected the poverty criterion 
for several other reasons: unsatisfactory 
estimates, the quc.stionable relevance 
of the criterion, the dependence ot the 
poverty e.sti mates on the concept of poverty, 
and doubtful reliability of data and 
methcxlology. Apparently, one FC can have 
good reasons for suggc.sting a criterion, 
and another equally good reasons for 
rejecting it. 

The FC duly acknowledged GOM’s 
criticism of the revenue equalisation 
formula (REF) but held that (he criticism 
did not detract from the utility of this 
criterion for as.sessing the capacity of a 
state to raise re.sources. It considered, 
though GOM did not sugge.st it, that a 
more sophisticated REF could be evolved 
using multiple factors as independent 
variables in the regression analysis to 
estimate tax effort. (But this does not 
resolve the basic problem. Sec Note 3.) 
It mentioned the study ‘Relative Taxable 
Capacity and Tax El fort of States in 
India’ done by the National Institute of 
Publie Finanee and Policy, which it had 
commissioned for this purpose. But the 
VIII FC wi.sely concluded that the com¬ 
prehensive formula would be quite 
complicated and its as.sumptions question¬ 
able, and opted for the less complicated 
income-distance formula(DF') considering 
that the p c SDP was not only a good 
indicator of relative backwardness but 
also of the capacity of states to raise 
resources. 

The Vni FC, therefore, recommended 
that 25 per cent of the divisible pool of 
dxcise duties should be distributed among 
states by population, 25 per cent by the 
IIF (lATP), and 50 per cent by the DF. But, 
since under the DF, Punjab, with its highest 
p c SDP, docs not get any share, and since 
the weight of the DF had been increased 
to 50 per cent, the FC used a ‘special 
device’ to adjust the DF by assigning a 
notional distance to Punjab equal to 
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Punjab’s distance from the next highest 
state of Haryana, thus reducing the 
shares of all other states in the process. As 
we shall see, this illogical device of 
‘notional’ distance proved to be the thin 
end of the wedge that was used to distort 
the DF. 

X Finance Commission 

As in the case of the VIIIFC, the X FC s 
work marked an ebb from the preceding 
surge. (We break the .sequence and review 
the work of the IX FC at the end, because, 
besides the second surge in the use of 
sophisticated statistical techniques, it also 
created some other serious issues.) The 
distinguishing feature of the X FC was that 
it used the same set of criteria and formulae 
for the .statewise distribution of the di vi.sible 
pool of both excise duties and income 
taxf9]. It recommended that the amounts 
be distributed as follows; (i) 20 per cent 
by 1971 population, (ii) 60 per cent by the 
income-distance formula (DF), (iii) 5 per 
cent by adju.sted area, (iv) 5 per cent by 
the index of infrastructure, and (v) 10 per 
cent on the basis of tax effort. Of these 
(ii), (iv) and (v) deserve scrutiny and so 
also the i nverse income formula (IIF) which 
the FC rejected. 

Tax Effort 

Although the FC was required to take 
states’ tax effort into account, it considered 
that since the tax bases of the states dil fered, 
tax effort mu.st be related to some notion 
of lax potential. For want of data the FC 
had to use p c income (SDP) as a proxy 
for the aggregate lax base. It concluded 
that the tax effort could then be measured 
by the ratio of p c tax revenue to p c SDP. 
However, it then moved away from this 
position by stating: 

5.45 ... We felt that there was still a need 
to provide for an adjustment for stales with 
pcjorer tax-bases. If the tax effort ratio as 
defined above is divided by p c income, 
it would imply that ifa poorer stale exploits 
its tax base as much as a richer state, it 
gets an additional positive consideration 
in the formula. Thus, using an index of 
tax-effort, as measured by the ratio of per 
capita own tax-revenue to the square of 
per capita income, the respective shares 
are worked out after seal ing by population. 
... (Emphasis added.) 

To postulate that the capacity to raise 
taxes (relative to pc income) itself increa.scs 
as p c income increases makes economic 
sense. But, from this position, the decision 
to divide the p c tax by the .square of p 
c income was arbitrary. (Why not divide 
by any other power (>1) of p c income?) 
llte FC, which commanded consultancy 


resources, should have seen more cUwely 
the statistical relationship between p c tax 
and pc SDP. Using data given in Annexures 
V 3 and V 4 of its report, this author found 
that the correlation coefficient (0.28) 
between p c SDP and tax ratio was 
statistically insignificant showing the 
weakness of the original postulate. A log- 
log regression analysisyielded the estimate 
of the power to which the p c SDP should 
be rai.scd (as a divisor) to be 1.35, much 
smaller than the power of two to which 
the FC raised it, and that too statistically 
very insignificantly different from unity. 
Clearly, by its crude arithmetic, the FC 
arbitrarily and unjustifiably plumped for 
the poorer states and penalised the others. 

hifraslructun- Index (ISl) 

For greater progressivity in devolution 
the X FC decided to u.sc the criterion ol 
relative infrastructure development. It got 
an index of inlrasiructurc (ISI)constructed 
through a commissioned study by 
‘eminent' economists, and used it by the 
distance formula with the adjustment for 
the highest value state. The FC's report 
in its Appendix 5 gives only the excerpts 
from the study without the data it used. 
This imposes severe limitations on the 
examination of the study’s procedure and 
of the resulting findings. 

The study chose to measure directly the 
available infrastructure iacilities because 
the (two) alternative measures were “not 
helpful in devising a measure which can 
identify the extent and nature of action 
required at the level of states in the union”. 
It measured infrastructure facilities in the 
states “in terms of’ eight .sectors. Suitable 
indicators were worked out forevery sector 
for 18 major states (in termsot population). 
Then the u.suul two-step approach was 
followed. First, the indicator values were 
converted into index values expressing 
them as ratios to their all-India averages. 
(The excerpts are rather unclear about 
this.) When the number of indices was 
more than one fora sector, the first principal 
component (PC) was calculated and used 
as an index for that sector. (Whether the 
index values proper, or their deviations 
from the mean, or their standardised values 
were used for the PC analysis is not 
mentioned. The results of the it A depend 
upon the choice.) At the second step, the 
index values were ‘aggregated’ as a 
weighted total with the weight of an index 
proportional to its correlation coefficient 
with p c SDP. It appears that the values 
of the ISI arc the percentage ratios of the 
aggregates to their all-India total. The 
Annexure V 5 shows the index values for 
all the 25 states with their all-India (all¬ 


state?) average equal to 100. On a host of 
material points, some of which arc 
discussed below, the ISI is questionable. 

The unit of the values, which are 
percentage ratios, has been strangely 
described as rupees! It is not clear how 
the index values were worked out for 
smaller .states with their data having 
numerous gaps’ (the reason why they 
were excluded in the construction of the 
ISl). The average of the 25 index values, 
or of those ol the 18 states, unweighted 
or weighted by population or area, differ 
considerably from 100, the all-India 
average shown in the table. 

The first step of scaling indicators into 
indices and the second step, of deter¬ 
mination of their weights can both be 
taken .separately in several ways, yielding 
several different equally gotxl ISIs who.se 
values, when used in the di.stancc formula, 
would generate very different sets of 
statewise shares, making the choice of the 
particular LSI the .study con.structcd an 
arbitrary one. At the .second step, if the 
weights are determined by optimising a 
meaningful ‘objective lunction’, to that 
extent at least, the composite index ceases 
to he arbitrary. I’he study chose to assign 
weights to tlw indices in proportion to 
their correlation coefficients (R) with p c 
SDP. First, the relevance ol this relationship 
is not understood as the LSI was lo he u.scd 
in addition lo the DF based on p c SDP. 
Second, the R of the ISl with p c SDP is 
seen to be quite small (0.6.3) Third, if R 
was important, the best linear function, 
which will have the maximum R with 
pc SDP, will be the multivariate linear 
regression function of the p c SDP on all 
.sectoral indices, and that should have been 
taken as the ISI. (The degrees ol freedom, 
as the IX FC showcil, aie not important!) 
The weights in it will al.so adjust for the 
difference in scaling at the first stage. 

However, that will be only a better 
statistical procedure. But the study did not 
demonstrate how the ISI would meet its 
objective of idcniifying “the extent and 
nature of action required at the level of 
states in the union". This leads to another 
question Thcstudycho.se indicators which 
directly measured available “facilities”. 
Since the ISI was to indicate governmental 
actions, only such facilities as arc financed 
directly, or aided financially, by govern¬ 
ments at various levels should have been 
taken into account. It is not clear whether 
the indicators such as hospital beds 
measured only this governmental activity. 
Further, since the values of such indicators 
can be directly changed by governmental 
action, they cease to be stati.stical variables, 
and their covariances or correlations, on 
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which the PCA is based, have little 
meaning. 

The ISI, .statistically produced as a 
weighted total of component indices, 
establishes a numerical equivalence 
between them; between roads and hospitals 
and schools and banking offices, etc. This 
logically leads to a .strange conclusion that 
in practice the various facilities arc .sub¬ 
stitutes for one another to reach the same 
level of infrastructure development! Such 
are the perils of constructing a composite 
index from development indicators which 
arc basically not stati.stical variables and 
who.se values can be changed by direct 
governmental action. 

The study, and by implication the FC, 
used data on such items as irrigated area, 
railway route length, number of registered 
motor vehicles, or post offices and 
telephones, from a private information 
.supplying firm. Does this mean that the 
corresponding government departments do 
not publish this information or did not 
provide it to the FC? This is indeed a 
regrettable state the government's 
statistical system seems to have reached. 
Apart from this being unfair because the 


firm's information is not accessible to the 
public, the aspects of public responsibility 
and accountability of the firm supplying 
information are absent in such an 
information use for the policy decisions 
of the government. Worst, the FC did not 
publish the data the study used, and 
published only the excerpts from the paper 
of the study. (The author understands that 
the full paper has not been later published 
in an academic journal.) The FC thus 
deprived the state governments of the 
opportunity to understand the process of 
generating certain numbers that it used to 
distribute a part of the divisible pool. 

AdulleiatUm of Distance Formula 

The X FC dropped the inverse income 
formula (IIF) because of its convexity 
which makes the middle income groups 
bear a relatively higher burden of progres- 
sivity implicit in it compared with the 
distance formula (DF). (Refer to its 
graphs! 101 •) The FC transferred its weight 
to the distance formula (DF) increasing its 
weight to 60 per cent. This large weight 
led the X FC to the same 'special device' 
of the VIII FC of assigning a notional 


distance to the highest p c SDP state. But 
because there was a further perceived 
problem since the time of the IX FC, it 
followed that commission’s approach 
to further modify the pure version of 
theDF, which we shall call PDF here 
onwards. 

By the time of the IX FC. Goa had 
become a state and that too with the highe.st 
p c SDP pushing Punjab to the second 
place. But the IX FC did not assign a 
notional distance to Goa equal to the 
difference of its p c SDP from that of 
Punjab. Its convoluted reasoning for the 
strange decision it took (First Report) was 
as follows! 11]: 

We, however, do not consider Goa as a 
representative state for the purpose of 
measuring the distance of per capita income 
among states, since U is too small in area 
and population. Besides, the data for State 
Domestic Product for Goa are available 
far only two years. Taking all the relevant 
factors into consideration, we have adopted 
Punjab, which has the second highest per 
capita income, as (he highest per capita 
income state forpurposes of measuring the 
distance factor. At the same time, in order 


Tablii ; Comparison of Sharcs of .Stafus bv Difff.rf.nt Allocaiion Formui ae 


Sr 

No 

Stale 

Population 

1971 

p c SDP 
1987-90 

Dist 1 
(Rs) 

Allocation by Dist (I) 
Formula, ic PDF** 

Percentage Gain in Share by other Funiiulae 
wrt Distance (1) Formula 



(in lakhs) 

(Rs) 


Per Cent 

PC Share 


Distance Fomiulac 


Inverse uf 






Share 

»«« 

Dist (lA) 

Dist (II) 

Dist (III) 

Dist (IV) 

PC SDP 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

1 

Bihar 

563.53 

2135 

5229 

14.51 

257.53 

-0 01441 

! 80 

-2.55 

-7 18 

12.78 

2 

Diiar Pradesh 

883.41 

2867 

4497 

19.57 

221.48 

-001441 

0 54 

-1.51 

-4.25 

-2.34 

3 

Dnssa 

219.45 

2945 

4419 

4.78 

217.64 

-0 01441 

0.38 

-1 38 

-3.88 

-3 25 

4 

Rajasthan 

257.66 

3092 

4272 

5 42 

210.40 

-0.01441 

0.07 

-1.12 

-3 14 

-4.68 

5 

Tripura 

15..56 

316.3 

4201 

0.32 

206.90 

-0 01441 

-0.09 

-0.99 

-2.77 

-5.24 

6 

Assam 

146 25 

3195 

4169 

3.(K) 

205.32 

-0.01441 

-0.16 

-0.92 

-2 60 

-5.47 

7 

Madhya Pradesh 

416.54 

3299 

4065 

8.34 

200.20 

-001441 

-1)41 

-0.72 

-2 02 

-6.11 

8 

Meghalaya 

10.12 

3328 

4036 

0.20 

198.77 

-0.01441 

-0.48 

-0.66 

-1.86 

-6 26 

9 

Manipur 

10.73 

3449 

.3915 

021 

192.81 

-0 01441 

-0.79 

-0.40 

-1.13 

-6.75 

10 

Andhra Pradesh 

435 03 

345.5 

.3909 

8.38 

192.52 

-0 01441 

-0.81 

-0.39 

-1 10 

-6.77 

It 

Kerala 

213 47 

.3532 

38.32 

4.03 

188.73 

-0.01441 

-tot 

-0.22 

0.61 

-6.97 

12 

JandK 

46 17 

35.34 

38.30 

0.87 

188.63 

-0.01441 

-1.02 

-0.21 

-0.60 

-6.98 

13 

Himachal Prade.ili 

34 60 

.3618 

3746 

0,64 

184.49 

-001441 

-1.25 

-0.02 

-005 

-7.10 

14 

West Bengal 

443 12 

3750 

3614 

7 89 

177 99 

-0.01441 

-1.65 

0.31 

0,87 

-7.10 

I.S 

Karnataka 

292 99 

.3810 

35.54 

5,13 

175.03 

-0.01441 

-1.83 

0.47 

1.31 

-''.02 

16 

Nagaland 

5.16 

.3929 

3435 

0.09 

169.17 

-0.01441 

-2.23 

0.79 

2.23 

-6.71 

17 

Tamil Nadit 

411.99 

4093 

3271 

6.64 

161.10 

-0.01441 

-2.82 

1.28 

3.60 

-5.96 

18 

Mizoram 

3 32 

4094 

3270 

0 05 

161.05 

-0.01441 

-2.82 

1.28 

3.61 

-5.95 

19 

Gujarat 

266 97 

4602 

2762 

3.63 

136.03 

-0.01441 

-5.09 

3.17 

8.91 

-0.94 

20 

Arunachal Pradesh 

4.68 


2694 

0.06 

132.68 

-0.01441 

-5.45 

3.48 

9.77 

0.08 

21 

Sikkim 

2 10 

4846 

2518 

0 0.3 

124.01 

-0.01441 

-6.50 

4.34 

12.21 

3.18 

22 

Haryana 

100.37 

5284 

2080 

1 03 

102.44 

-0.01441 

-9.87 

7.15 

20.09 

14.56 

23 

Maharashtra 

.504 12 

5369 

1995 

4.95 

98.25 

-0.01441 

-10 70 

7.83 

22.02 

17.55 

24 

Punjab 

135.51 

6996 

368 

0 25 

18.12 

-0.01441 

384.14 

82.08 

230.74 

389.05 

25 

Goa 

7 95 

7.364 

0 

0.00 

0.00 

@ 


@ 

@ 

@ 

Toial/Mean 

5430 80 

.3625 

3739 

100.00 

184.13 







Noler (1) •• PDF = Pure Distance F'orniula. 

(2) *** p c share = per capita share in Rs when the total amount distributed is Rs 10,000 crorc. 

(.1) Distance (I); From maximum p c SDP; (lA): Same as (I) with national dist Rs 368 for Goa; (II): As per X Fin Com. (Ill); From p c SDP (Goa 
♦ (Goa - Punjab)); (IV): From p c SDP [Punjab + (Punjab - Maharashtra)]. 

(4) The line uemss the table separates the states into two groups; with below, and above average p c SDP. 

(5) @ = Infinite. 
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to protect the interests of both Goa as well 
as Punjab, we have adopted the distance 
of the next highest income state, which in 
the present reckoning is Maharashtra, for 
measuring the notional distance. Thus the 
incomedistanceof the three states.namely, 
Goa, Punjab and Maharashtra would be 
at par inter se. 

In the Second Report, when SDP data for 
Goa were available for three years, the 
only change it made was to say that: “Also 
the data for the state of Goa are available 
only for a few years”[12]. 

llie two reasons, one transitory and one 
permanent, given by the IX FC for this 
double adjustment of distances were 
specious. For what was materially relevant 
was not the number of years of availability 
of estimates for Goa’s SDP, but whether 
these estimates were available for the 
specific three years for which the FC used 
the SDP data for all other states, and 
second, whether they were comparable 
estimates prepared by the CSO. They were, 
on both these counts. Further, that Goa is 
small in area and population does not 
make it any special, for it is a state, which 
is all that matters, and Nagaland, Mizoram, 
and Sikkim had smaller population, and 
the last two have a smaller area than it. 
Since distance is the difference between 
the p c SDP of two states, the distances 
of these three small states from Punjab, 
for the same reasons, are also unrepre¬ 
sentative of whatever true character the 
FC was looking for in a state to be repre- 
sentative.'l'hus viewed, no state can qualify 
as a true representative of others in most 
aspects. Therefore, to consider Goa to be 
unreprc.scntative as a reference point lor 
distance measurement lucks any basis. 
Once an FC decides to use a single catch¬ 
all criterion .such as p c SDP to make all 
states comparable, to depart from it to 
show special consideration to a particular 
state (actually to two states) is grossly 
arbitrary. The IX FC adopted the variation 
after, as it said, taking “all the relevant 
factors into consideration”, but did not 
disclose, as it should have, what those 
factors were. It is not known whether it 
explored other mathematical ways of 
handling the situation; perhaps, it did, and 
rejected them for some special reasons. 

Mathematical Politics of Distance 
Formula 

The X FC toed the same Iine[l3], 
although Goa’s SDP data were available 
to it for several years. We shall analyse 
the situation created by the adjustment 
using its data and results given in 
Appendix 4 of its report. For the 25 states 
arranged in the ascending order of their 


p c SDP, Table I gives these data in its 
first four columns and the income distance 
from Goa (distance-I) in its fifth column. 
The percentage shares of states, by pure 
distance formula (PDF) arc shown in 
column (6) and the p c shares of the states 
(for 1971 population) in column (7), 
assuming the total amount distributed 
among them to be Rs 10,000 crote. The 
average p c share of all states works out 
at Rs 184.13. (Some of these results are 
shown in the FC’s report; the differences 
from them are due to rounding.)! 14] 

The average p c SDP of states, weighted 
by 1971 population, woilcsout at Rs3,62S. 
Ibe dotted line drawn across the table 
separates the states into two groups of 
below and above average p c SDP states. 
At the uppermost end of the income scale 
the p c share drops sharply from Rs 98.25 
for Maharashtra to Rs 18.124 for Punjab 
and zero for Goa. 

Faced with this situation the X FC 
followed its predecessor and ‘corrected’ 
it in the same manner. Several alternatives 
courses were open to it. The table shows 
the results for four alternative DFs in its 
columns (8) to (II), and for the IIF in 
column (12). They show the percentage 
gains(-«-) and losscs(-) in shares by the 
alternative formulae in comparison with 
those by the PDF. Column (12) shows that 
under the IIF, all states lose in their shares, 
except Bihar at the lower end. and 
Arunachal Pradesh, Sikkim, Haryana, 
Maharashtra, Punjab and Goa at the upper 
end. The latter situation is anathema to any 
FC. Further, under the IIF the elasticity of 
p c share with respect to p c SDP is always 
(minus) I over the entire income scale, 
while for the PDF the absolute value of 
the negative elasticity coefficient increa.ses 
with p c SDP. That is the merit of the PDF, 
but not exclusively. The reasons for 
rejecting IIF in favour of the PDF might 
be deeper than the ostensible reason of the 
convexity of the former. For, the adjusted 
DF is also convex as the graph 4 on page 
173 of the X FC’s report shows. 

Alternative lA: The first simple 
alternative was to assign, as the VIII FC 
did, a notional di.slance to Goa equal to 
the distance of the next below high p c 
SDP state of Punjab from it, that is, Rs 368. 
The p c share of both Punjab and Goa 
would then have been Rs 18.121 and the 
shares of all states (under PDF) reduced 
by 0.01441 per cent to contribute to Goa’s 
share. [Column (8) of the table.] But this 
alternative pits Goa, the gainer, against the 
remaining 24 states, the losers. Politically 
rather inconvenient. 

Alternative II: The statistically en¬ 
lightened FC could not have been unaware 


of the two important mathematical 
properties of the PDF. An increase of 
distance of any state reduces the shares 
of all other states. The second, not so 
obvious, but easily established, is that if 
the reference point, from which all 
distances are measured, is moved down 
the p c SDP scale, the shares of all below 
average p c SDP states increase and those 
of the others decrease. (The opposite result 
is obtained if the reference point is moved 
up.) If both changes are made simul¬ 
taneously, the two effects will be in 
opposite directions for the below average 
p c SDP states some of which might gain 
in the process. This might conveniently 
divide the 24 loser states making .some of 
them gainers in the process of adjustment. 
This is what the IX and X FCs chose to 
do. They lowered the reference point from 
Goa's p c SDP to that of Punjab, and 
assigned the same notional distance to 
both Punjab and Goa equal to Maha¬ 
rashtra’s distance from Punjab. The p c 
share of the three states was made equal 
to Rs 87.74, thus increasing the share of 
Punjab by nearly four times that under 
PDF [column (9) of the table]. Of the 
remaining 23 states, the .shares of 19 states, 
Tripura to Mjiharashtra increasingly 
reduce, and those of Bihar, Uttar Pradesh, 
Orissa and Rajasthan increase! The 
adjustment killed adroitly two birds with 
one stone: It first increased Punjab’s share 
by nearly 400 per cent and assigned an 
equal p c .share to Goa. and simultaneously 
divided the rest of the 23 states into two 
groups of losers and gainers creating a 
vested interest of the populous gainers in 
the perpetuation of this particular solution 
to the problem of protecting the interests 
of Goa. 

But the Vin to X FCs did not sec the 
illogicality of introducing a notional 
distance in the PDF. One can assign a 
notional value, such as income or area, 
when it docs not depend upon any other 
value. Distance is an altogether different 
kind of measure that needs two values: 
One, of which di.stance is measured, and 
the other, from which it is measured. 
Therefore, forgetting Goa for a moment, 
when the distance of Rs 1.627 is assigned 
to Punjab (pc .SDP Rs6,996), the reference 
point from which Punjab’s distance is 
measured becomes, by implication, 
(6996+1627=) Rs 8,623. But. for all other 
states the reference point remains Rs 6,996, 
Punjab’s p c SDP. Thus we have in effect 
two reference points in a single distance 
formula which distorts its very concept. 
When, in addition to Punjab, the X FC 
assiped notional distance to Goa, it created 
three reference points making its DF a 
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caricature of the PDF. Mathematic.s 
and illogicaiily do not go together. The 
FC.S should not distort the logic of 
the malhcinalical DF if they wish to 
adopt It. 1'heii oh|cctivc to assign a share 
to Uou could have been served in several 
ways I'wo alternatives arc illustrated in 
the table. 

Alternative III: if Goa is to be assigned 
a positive distance, iollowing VUI FC, 
that distance should be equal to Punjab's 
distance t rom it. that is Rs 36X. This means 
the relercnce point lor measuring all 
distances should he raised to Rs 7.732 
which equals Goa’s p c SDP of Rs 7,364 
plus Rs .36K. The resulting changes in 
shares arc given in column (lO) ol the 
table. Compared with the shares under 
PDF. the shares ol lower income states go 
down and of others increase, the change 
being larger the larther away the slate’s 
pc SDP IS from the average. But the results 
are much belter than those under IIP lor 
the middle p c SDP states 

AlternativeIV. II lorlhe.speciousrea.sons 
the IX F(’ gave and the X FC accepted, 
Goa IS to he overlooked as atypical and 
I’unjab IS to be assigned a distance ol 
Rs 1.627, equal to Maliarashtia’s distance 
Irom It, the relercnce point for measuring 
all distance.^ should be Punjab’s p c SDP 
of Rs 6,y‘)6 plus Its distance ol Rs 1,627, 
that is, Rs K,62'^. The resulting changes in 
.share.s. .shown in column (11) ol the table, 
are much larger than those under the ill 
altcrnalivc, because the relercnce point is 
higher, hut lollow the same trend. 

This docs not exhaust the po.ssibiliiics. 
There is a whole class of alternative DFs 
possessing the same quality ol PDF that 
the relationship between y:thc p c share 
and x:thc p c SDP is graphically repre- 
.sented by a downward sloping (to the 
right) straight line ensuring numerically 
increasing negative ela.siicity coefficient 
of the former with respect to the latter as 
the latter increa.ses. The two conditions the 
straight line should satisty arc that within 
the range of x values, y remains positive, 
and that it mu.st pa.ss through the point 
(m^.my), where and m^ arc the weighted 
means ol x and y (weighted by 1971 
population), since the p c share for the 
mean p c SDP mu.st equal the mean p c 
share. The straight line will be fully 
spccillcd if one more condition is im¬ 
posed on it. Two simple ways of doing 
this are; 

(i) Assign the value of y (p c share) to 
a state with the known x (its p c SDP) 
value; for example, a positive value can 
be assigned to Goa’s p c share. 

(ii) Decide upon the ratio of p c shares 
of two slates; for example, as implicit in 


the IIF. set the ratio of p c share of Bihar 
to that ol Goa equal to the inverse ratio 
of their p c SDPs. 

The FCs will not adopt any of these 
alternat I ves because underthem. compared 
with the PDF, which the FCs have taken 
as the standard lor comparison, the p c 
shares of the below average p c SDP 
income states will be less. But is it right 
to take the PDF as a standard for 
compari.son? 

A Re-examination of the PDF 

It is high time to critically re-examine 
the PDF especially when, from its modest 
beginning (20 per cent weight), it has 
become the majoi factor (a weighty one 
at 60 percent) in Ihedisiribution of divisible 
pool ol both income tax and excise duties 
that has consequently led to its distortion. 

First, the tact that the maximum pc SDP 
state is denied a share under it is itscll tts 
weakness. For the questioti is ol relative 
backwardness. The maximum p c SDP 
state cannot he considered so advanced in 
an absolute sense as not to quality lor 
sharing in the disirihution of a large part 
ol the divisible pool. The formula iniisi 
he such that, without provoking its 
distortion to make a special ca.sc lor that 
state, it provides a share to all stales 

.Second, the simplicity ol the PDF hides 
a basic stalislical weakness. In statistical 
terms, loimulating decisions on the basis 
of the maximum value, even it be three 
years’ average, is not desirable because 
that is a relatively unstable statistic. I'hc 
attempt should he to use a measure based 
on all ob.servalions. The V FC used a 
distance lorinula taking the average p c 
SDP as the rclerencc point thus excluding 
all above average income slates Irom 
distribution. The VI FC cntici.sed this 
formula observing that it "affected most 
adversely those states whose per capita 
income happened to be just above the 
dividing line’’ because of the “known 
margins of errors in national income 
data’’I I .SJ. For the same rca.sons, it is not 
advisable to use the maximum p c SDP. 
nor the p c SDP of any state, as a reference 
point fur measuring distances as it affects 
the .shares of not only the states whose 
p c SDP is nearer to it but of all states. 

Third, a subtle point of theory. The 
formula lacks logical consistency with its 
basic objective, which, putting it simply, 
is to introduce, because of the disparity 
in their p e SDP, disparity in the p c .shares 
of .states in an opposite direction. Therefore, 
if the latter disparity decreases, the formula 
should also ensure mathematically that the 
disparity in the p c shares reduces pari 
passu. But this would not happen when 


the distances are measured from the 
maximum. For, even if. hypoth^ically, 
the p c SDPs of the states differ slightly 
(relative to their average) among sUtes. 
there will always be a maximum value, 
and the PDF will result in a very large 
disparity in the p c shares. It can be shown, 
by simple models of change, that the 
relative variation in p c shares determined 
by the PDF is totally insensitive to the 
changes in the relative variation in the p c 
SDPs (see Note 4). 

The reference point for measuring 
distances should not be. therefore, based 
on the single value of the maximum p c 
SDP or on the p c SDP of any state, but 
on a statistical measure (or measures), 
which uses all p c SDP figures, such that 
the disparity in the p c shares ol states gets 
directly related to the disparity in their 
p c SDPs. For example, the Planning 
Commission used to adopt a distance 
lormula with twice (he average as the 
reference point. (T’his was perhaps a 
product ut serendipity rather than of- 
statistical ingenuity.) When the maximum 
is less than (hat value, the formula makes 
the coefficient ol variation ol the p c 
shares equal to that of p e SDP. With Delhi 
(low a state, the FC should develop ar.d 
laiihlully adopt a more statistically 
satisfactory formula, rather than retain the 
present PDF and distort it thrice. 

D( Financ e Commission 

If the VII FC rode on a surge in statistical 
ufialy sis, (he IX FC did so on a super-.surge 
ol econometric methods. Tltal was its major 
distinguishing feature. To discharge its 
onerous responsibi lily to adopt a normative 
approach in assessing receipts and 
expenditure on revenue account of the 
states and the centre, it had to almost 
totally depend upon commissioned 
expertise (three consultancy institutions 
and one consultant). That produced 
mammoth and complex econometric work; 
more than two dozen regression exercises 
using dummy and proxy variables, complex 
models, re.stricted least squares estimation 
procedures, etc, a review of which would 
be a sizeable study had the FCs reports 
given the data used in the analysis. 
Attention is focused here mainly on the 
issues generated by the FC’s adoption of 
complex methods in its work. 

First Report 

The methodology used by the FC in its 
First Report and its results are given in its 
Appendix I, but not the data underlying 
the results (which would have taken only 
a page and a half) rendering a critical 
examination of the methodology and the 
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results impossible. Even then a few 
comments may be made. First, inadequate 
data; 10 parameters were estimated when 
the total number of observations for the 
first group of four states was 20 leaving 
the degrees of freedom (df) for the residual 
sum of squares to be only 9, smaller than 
the number of df due to regression! For 
the other two groups, the situation was 
only a little better. Second, the values of 
'R-bar Square’ were so close to unity as 
to make the model almost mathematical 
instead of statistical that it was supposed 
to be. Third, it is not clear whether the 
observed differences between the regres¬ 
sion coefficients of state dummies (lor 
e.xampic, Punjab and Haryana, Andhra 
Pradc.sh andTamil Nadu) were statistically 
significant, and if not, how the results 
were revised. On the whole, the cxcrti.se 
seems to be too simplistic to meet its 
serious objective. 

The second distinguishing feature of the 
IX FC was its ‘glasno.st’ (in itsown words). 
It discussed its paper on methodological 
and conceptual issues with a group of 10 
economists and econometricians to give 
finishing touches to it. and later, in a 
meeting with the states’ finance secretaries 
and the officials of the ministry of finance 
in which “there was a broad acceptance 
of the approach and mcthodology’'[161. 
The I’C’s first report makes a special 
reference to the appreciation by the 
economic dailies and journals of its 
’glasno.st ’. Surely, that couId be creditable. 
But nagging questions linger. Openness 
has meaning if it is between equals. To 
ask for views on the approach prc.scnted 
in abstract econometric terms could not 
be exactly fair. Did the states’ Imance 
secretaries possess that necessary grasp of 
econometric methods to understand the 
approach, or suggest modifications in it. 
before they ‘broadly’ accepted it? 1 lad not 
they only two altcrnaiivcs, one to accept 
asfuiI accompli the proposed methodology 
formulated as it was by ‘eminent’ econo¬ 
metricians, or to reject it outright as too 
abstruse for adoption in the piactical 
decisions about revenue .sharing between 
governments? Few finance secretaries 
would follow the latter coui-se. 

The third distinguishing feature of the 
IX FC’s work was its adoption of the same 
criteria, with the same weights, for the 
inter-state distribution of thcdivisiblepixil 
of both excise duties and the income tax, 
after 10 per cent of the latter was assigned 
to the states in proportion to ‘collection’ 
(assessment)! 17], ’The four criteria (with 
their percentage weights) i< adopted were: 
population (2S percent), income distance 
(50 per cent), inverse of p c SDP (12.5 


per cent), and the percentage of poor as 
estimated by the Planning Commission 
(12.5 per cent). 

Second Report 

In its second repoit the FC retained these 
criteria except the poverty percentage. The 
reasons for dropping it make interesting 
reading! 18J. The methodology of its 
estimation was not considered sound and 
the reliability of estimates considered 
questionable by the states. The economists 
the FC consulted advised that the degree 
of poverty, as such, was not a relevant 
criterion indcciding budgetary allocations; 
the same argument made by states would 
have fallen on deaf cars “Since, even the 
backward states... did nut favour the u.se” 
of poverty criterion, the FC decided to 
“drop it” ignoring that backwardness and 
poverty were di I ferent aspects. The criteria 
the FC recommended for the distribution 
of the divisible pool of income tax (and 
their weights) were: (1) cullcctiun as 
measured by assessment (10 per cent); 
(2) income-distance (45 percent); (.3) 1971 
population (22.5 percent); (4) composite 
index of backwardness (CIB) (11.25 per 
cent); and (5) inverse of p c income (11.25 
percent)! 191. Foi excise duties, the same 
criteria, except that of collection were 
recommended with weights of .33.5. 25. 
12.3 and 12.5 per cent for criteria (2) to 
(4) re.spectivcly, with the balance ol lb.5 
per cent to be distributed among ‘deficit’ 
.states in proportion to their ‘dcficits'!201. 

Composite Index of Backwardness 

(C/H) 

The FC chose the CIB to substitute the 
poverty percentage it ejected and “in order 
to supplement the use of p c SDP”. It was 
evolved by the Ff” on the basis ol 1981 
Population Ccn.siis data and hud two 
components with equal weights: (1) the 
population of scheduled castes and 
.scheduled tribes, and (2) the number of 
agricultural labourers. In the PC’s view, 
the two served to rellect poverty and 
backwardness. The data forthecalculation 
of the CIB arc given in the Annexures 
V3A and V3B of the Second Report. 

The Annexures give not values of an 
‘index’ but the percentage distribution over 
states of population of SCs and STs and 
of the numlwr of agricultural labour and 
what is called ‘weighted shares’ are simple 
arithmetic means of the two percentages. 
Second, a more serious point involving a 
policy matter, these percentage shares are 
directly based on population numbers of 
the 1981 Census although the mandate to 
the FC was to use 1971 population figures. 
In fact, in its First Report, the FC itself 


had justified the use of 1971 popu- 
lation(211. The third, and the most serious 
point is that the simple exercise of 
constructing the CIB is materially flawed 
because of the statistical duplication of 
numbers. Though the first component is 
population, and the second the number of 
(main) workers who were agricultural 
labour and the two are not additive, in 
tenns of the population that the second 
reflects, there is a clear overlap. A 
substantial percentage of agricultural 
labour in all major states belongs to the 
.SCs and in most cases the percentage is 
more thar> twice the overall percentage of 
SCs among the state’s working population. 
The same, to a lesser extent, is true of STs; 
the ratio is about I 5. Since the two 
components. SC/ST population and 
agricultural workers, arc to he taken 
together as a major .section of the class of 
poor and of backward, the duplication 
needs to be removed by excluding from 
agricultural labour iho.se who belong to 
the SCs and STs before their percentage 
di.stribution over .states is worked out. The 
author's calculations show that by its 
defective CIB the FC a.ssigncd substantially 
larger shares (up to 24 per cent) to those 
slates which have a larger than average 
proportion of SC’s and .STs among their 
agricultural labour, and substantially 
smaller shares (up to 15 percent) toothers. 

Economett ic Work 

The mind-boggling econometric work 
ol the I ■■( ’ consi.sts of 15 regression exercises 
lor normative estimation of tax and non¬ 
tax icventie. and an equal number of such 
exorcises lor revenue expenditure. The 
lormer set is an extension of the macro- 
level approach of the lirst report to 
individual taxes and sources of revenue. 
The lai I ol paucity ol degrees of freedom 
(translation: small numherof observations) 
dawned upon the FC by then, and out went 
the stale dummy variables and in came the 
[iroxy variables to measure the tax ba.sc.s. 
For normative e.stiination at the state level 
the stale dummies are important, and if 
.something is to give way it should have 
been the time dummies. For their effect 
was accounted for in the value-variables 
as they were at ‘current’ prices. The 
estimated coefficients of time dummies 
do not differ much and in .several cases 
are statisiically insignificant. Even after 
omission ol state dummies the number of 
ob.servations was too small to set up 
regression equations containing half a 
doxen or more explanatory variables. Any 
.statistician would demur at subjecting such 
scanty data to a multivariate analysis of 
this ordet, hut not the intrepid FC firmly 
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helievingthat greater complexity enhances 
the soundness of its recommendations. 
Some proxies made strange bed fellows. 
Ordinary mortals m the states' finance 
departments might wonder what road or 
railway length per unit of area has to do 
with sales lax, or with .stamp duties or 
registration fees, or with .state excise duties; 
or for that matter, what per capita energy 
sales to ultimate consumers with .sales tax. 
But their observed high correlation 
coefficient with the tax .seems to have 
forced a relationship between the two. 
Such arc the miracles which can be 
pcribrmed by the magic wand of the 
regression equation. 

Buteconometriesdid not hold full sway. 
First, the FC did not adopt fully the 
econometric estimates of normative 
revenue and expenditure. Those by alter¬ 
native traditional methods were also 
worked out and some kind of compromise 
was achieved by moderating the former. 
This is indeed strange, for why cither or 
both or their 'compromi.se' should be con¬ 
sidered good enough is incomprehensible. 
Second, the econometric approach did not 
receive a unanimous unre.scrved backing 
within the FC. One member, Ju.stice A S 
Qureshi, in his Noteof Dissent and General 
OKscrvationsI 21\, pointedly questioned the 
very appropriatene.ss to the Commission's 
work ofthc.se methods adopted so readily 
and trustingly by the FC. The relevant 
paragraphs 6.3 to 6.6 of his Note deserve 
to be fully quoted for the perspicacity of 
his observations, but considerations ot 
space permit the presentation of only the 
summary ol his main points. 

Justice Qurc.shi objectedtothe normative 
estimatesof revenue and cx|x;nditure based 
on the econometric approach that relied 
on “proxie.s, dummies, variables, etc”. 
Given the wide variety ol the social and 
economic conditions of the states, he 
doubted the efficacy of this approach. A 
serious aspect of this work he noted was 
that "certain considerations have been built 
in to arrive at the desired results". I'his 
very .serious ob.scrvalion about the built- 
in slant in the results, an impression carried 
by some, was forthe first time authenticated 
by a Commission's member. Although the 
econometric estimates were 'moderated' 
with respect to figures arrived at by 
traditional methods, he did not consider 
it a happy state of affairs. The Com¬ 
mission' s reliance on econometric methods 
made it neglect the usual process of calling 
forecasts from states and of detailed 
discussions with the states' representatives. 
Qureshi found that the process of 
estimation by econometric methods was 
a mystery as regards their formulation. 


assignment of weights to various factors, 
and their treatment of specific conditions 
obtaining in different states. When he tried 
to understand them he was “told that there 
were too many details involved in the 
process and it was difficult to explain or 
check them". Though he had mental 
reservations about these estimates, he 
found that "it was too late" and "he had 
no choice but to accept” them. He also 
noted that his colleagues in the FC also 
were not apparently satisfied with them. 
In his view "more thorough .study of the 
subject” should have been done, better 
data collected, anddi.scussions with states’ 
representatives and .subject speciali.sts held 
for evolving a sound normative approach. 

The majority of the FC’s members, in 
their four paragraph Note, neutralised this 
pointed criticism of Commission’s 
methodology by ignoring it|23]! This, from 
an FC. which claimed ‘glasnost’, towards 
its own member. One can imagine the 
treatment any criticism by a state 
government would have received at its 
hand. Bui it should not be surprising 
because the IX FC, not content with its 
complex econometric work, dreamt that 
“Finance C\)niiiiission.s in the future may 
bring about further sophistication and 
refinement in this exercise” [24 [And none 
likes to be roused from a reverie by a 
reminder of reality. 

Ill 

Concluding Observations 

An FC’s mathematical formulation of 
its recommendation is a welcome 
development as its logic becomes clearly 
understandable and it ceases to be a 
subjective judgment. However, the 
formulation must have a real meaning in 
substance, not a contrived one, and once 
made, it should not be distorted to protect 
interests of certain states. The inverse 
income formula lacked such a meaning 
and its interpretation as income adjusted 
total population .stretched imagination. The 
X FC’s tax effort formula arbitrarily used 
the square of the p c SDP as a divi.sor to 
favour the low p e SDP states. 

llie progre.ssivc income di.stance fonnula 
is harsh on states at the upper end of the 
p c SDP scale. Tliis was not a .serious 
matter whci. its weight was small. But 
when half or more of the divisible pcxil 
was to be distributed by it, to protect the 
interests of the highest p c SDP states, 
rather than modifying it suitably, the FCs 
distorted logic employing an empty 
rationale, which had a distinct political 
flavour, to drc.s.s their arbitrary decisions 
in a mathematical garb. The formula is not 
statistically sound and it is high time that 


it should be founded on firmer statistical 
basis as suggested above. 

Compared with the mathematical 
methods, the statistical methods can 
provide a more meaningful, but less firm, 
basis for an FC’s recommendation. Ail 
those so far employed are shown to be 
flawed in some manner. Hasty statistical 
exercises run the risk of a mistake; Raj 
Krishna’s in determination of urban 
poverty lines, and the IX FC’s of 
duplication of numbers in its composite 
index of backwardness. They may end up 
with selective use of results of private 
research, like Raj Krishna's .selection of 
rural poverty lines, making an FC’s recom¬ 
mendation equally arbitrary. Sophisticated 
methodsof constructing composite indexes 
have their own weaknesses. The VII FC 
had concluded that such a construction 
"on the basis of individual or partial 
indicators is beset with the problem of 
relative weights lo be assigned to these 
indicators. Any set of such weights decided 
a priori or on the basis of factor analysis 
is bound to be highly arbilrary”[2S]. 
Regardless of this the X FC used the index 
of infrastructure which, as pointed nut 
above, was to some extent arbitrary and 
could have beenimproved, but still leaving 
its rclevaiict to its objecti vc questionable. 
An FC should recognise that bccau.se of 
an inherent clement of indeterminateness 
in such multivariate methods, they do not 
yield meaningful solution to its problem. 

The implicit trust in regression analysis 
is misplaced. The revenue equalisation 
formula of the VII FC did not achieve its 
purpo.se because it used a single explana¬ 
tory variable. But even with multiple 
factors, the formula would not have 
worked, as the VIII FC thought, because 
with the regression approach one gets 
estimates, not true values, and they have 
their ‘errors' of estimation. The use of 
these estimates without cognisanceof these 
errors is not statistically justilled. The 
entire econometric work of the IX FC 
could be reviewed from this angle. 

DnsPERATK Pursuit or Prcxiressivity 

The increasing concern of FCs to inject 
greater progressivity into the statewise 
distribution of the divisible pool made 
them reduce the weight assigned to 
population (from 80 to 20 per cent), and 
motivated them to continuously search for 
and use new progressive criteria by 
mathematical or statistical formulae for 
the di.stribution of the large remainder. Of 
these formulae, only the distance formula 
of the VI FC has proved more than durable 
as it also gained in weight to 60 per cent. 
The inverse income formula, produced by 
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the vnFC. retained by the vniPC.reduced 

in weight by the IX FC, was rejected by 
the X FC. The Vin FC continued with it 
because it found that most states had not 
objected to it, while the X FC discovered 
its convexity and rejected it in favour of 
the distance formula. The truth of the 
matterseems to be that the distance formula 
is the sharpest cutter of the shares of the 
higher income states and was. therefore, 
favoured by it. The poverty criterion 
experienced a swing; created by the VII 
FC, dropped by the VIII FC, temporarily 
brought in with reduced weight by the IX 
FC but on .second thought finally rejected 
by it. it was ignored by the X FC. The IX 
FC after adopting the poverty criterion in 
its first report rejected it in the second 
report because even “the backward states 
did not favour its use” ignoring that 
backwardness and poverty aretwodifferent 
aspects, and that backward states would 
not mind its discontinuance because the 
criterion is not of special advantage to 
them as the higher income states also have 
a large percentage of poor. Other 
progrc.ssive formula made their transient 
appearance: the com|x)site index of the V 
FC, the composite index of backwardness 
ofihclXFC,andtheindexorinfra.structurc 
of the X FC; whether the last .survives with 
the XI FC remains to be seen. The last two 
appear to have been invented to sub.stitute 
the inverse income formula and the poverty 
percentage which were retired. 

One would be bewildered by these 
changes; the introduction ot the inverse 
income formula and poverty percentage 
for certain substantive reasons, and their 
rejection for certain other reasons, and 
wonder whether they do not make light 
of the .serious exercise of devolution. The 
lofty ai m of making devolution progressi vc 
.seems to have been thus translated into the 
selective mowing down of the relative 
shares of higher p c SDP .states. And 
towards this simple end the PCs .seem to 
have been merely engaged in dropping 
one formula and cobbling another to take 
its place. 

CoNSEQUENCtS OF SoPHlSOCATION 

The increasing sophistication of 
statistical methodology had two un¬ 
desirable consequences. First, fromclarity 
to obscurity, if not mystery, changed the 
characterofPC'srccommendationstosuch 
an extent that it is doubtful if even the PCs’ 
members, some of them at least, understood 
the process of their recommendations. The 
Vin FC wisely avoided this situation, and 
Justice Qureshi, a member of the IX FC. 
candidly confirmed it. Coupled with this 
is the PC’s neglect to pnivide fully the 


methodological detail and data used by 
them for their exercises, deepening the 
cloudiness of an FC’s recommendations 
into opacity. Lack of transparency in the 
use of a mathematical or statistical formula 
makes it indistinguishable from an lubitrary 
recommendation. It deprives state 
governments of an opportunity even to 
verify, understand and examine the full 
implications of the assumptions made, the 
results produced, and the .soundness of the 
PC's recommendations. The participatory 
character of the revenue-sharing process 
is thus destroyed, an FC’s claim to 
‘glasnost* notwithstanding. 

The second point is about accountability. 
It was a member of the VII FC who first 
introduced a high degree of sophistication 
of statistical analysis in its work. But, at 
least, he was accountable to the FC, and 
the FC, in turn, to the parties affected for 
the disastrous mistake he made. Perhaps 
to avoid such a situation, starting with the 
VIII FC, an altemal i vc course was fol lowed 
- which is worse - to depend wholly upon 
commissioned external expertise. For 
obvious reasons such commissioned 
studies would adopt more .sophi.sticated 
and complex methods. At least the VIII 
FC displayed the practical wisdom not to 
be swayed by the experts’ work it ordered. 
But the FC’s dependence oncommissioned 
studies incrca.scd with the IX FC (and 
continued with the X FC) to such an extent 
that an FC's recommendations, using 
complex mathematical, statistical or 
econometric methods, arc inctfect framed 
by a third party which is accountable to 
none of those involved in this process of 
revenue-sharing. The ‘eminence’ of the 
experts, by itself, seems to lend a quality 
of unque.stionablc infallibility to the 
methodology they propose and the 
results they obtain, although eminence in 
one field is not transferable to work in 
another. The august institution of Finance 
Commission appears to be defensively 
taking some decisions by proxy and letting 
it.scif slide into a role of a dummy to that 
extent. 

An FC’s recommendations remain 
effective for five years. There is no redress 
available to .state governments for those 
founded on technically questionable, 
implicitly arbitrary or outright defective 
statistical exercises. To be fair, an FC has, 
therefore, to be especially cautious about 
its use of sophisticated statistical metho¬ 
dology. It should recognise the distinction 
between academic research and its own 
field of responsibility, and judge whether 
the sophisticated methods are realistically 
applicable for the practical task on its 
hand. It would do well to pay heed to 


Dandekar’s waming[26] that the sophi¬ 
stication of analysis may be legitimate “in 
academic^exercises which in their nature, 
arc exploratory. But it is clearly dangerous 
when academicians enter the field of 
operative decision-making without real¬ 
ising the exploratory and speculative 
character of... academic work”. A simple 
way for the FC to judge the issue would 
be not to let the technical sophistication 
of a method ri.sc above that level beyond 
which it is incomprehensible to its 
members. It is in the interest of state 
governments, the main affected parties, to 
prevail upon the FC to be discerning in 
this respect if the decision-making process 
involving the allocation of thousands of 
crorcs of rupees is to remain subject to the 
imperative of accountability. Justice 
Qureshi made out, in para 1.9 of his dis¬ 
senting note, a case for the establishment 
of a permanent secretariat for the FC 
manned by permanent and qualified 
persons!271 .Forthe purposcsof continued 
accountability at least, his suggestion has 
a great merit. 

XI Financ'i-. C()mmis.sion 

The degree of sophistication ol 
mathematical, statistical or econometric 
mctluxls .surged and ebbed alternately from 
the VII to the X F'C. If this behavioural 
pattern were to repeat, one may witness 
another surge in the work ol the XI FC. 
This review, it is hoped, should help the 
XI FC remain reminded of, and state 
goveniments remain alert to, the fallibility 
of these methods on'the one hand and the 
.serious consequences ot their sophisti¬ 
cation on the other. Otherwise, worse than 
what Madhav Gixlbole fcarsf281, its work 
will not he only a ritual hut a complex 
ritual o.stensibly .sanctified by mysterious 
mathematical mantras and stupefying 
statistical .stotras. 

Notes 

[li IS not easy tor an indcpcndcnl a'soarch worker 
such as ihc present author in carry out his work 
without help. In this case, even an access to PCs' 
reports and oilier published dociitncnls was not 
an ' asy mailer. The author is gralctul to Ihc past 
and present officials of the governiiicnt of 
Mahura.shtra' S G I’rahhudesai. retired joint 
secretary in the planningdcportinent. B M Nagrale. 
director and K N .Salhaye. additional director of 
the directorate of ccononiics and slalislics, for 
their ready help in supplying the needed 
publications.) 

I One practic.'il problem with Ihc IIFis lhal under 
il the p c share of a slate, with its p c .SOP equal 
to the mean p c .SDP, is not equal to the mean 
p c share, but less than that. This is because for 
the IIFthe (weighted) hannomc mean becomes 
relevant and decides the dividing line between 
stales with above or below mean p c share 
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Since the harmonic mean is generally less than 
the arithmetic mean, the number nf states with 
p c .share.s less than Ihe mean p c share is larger 
under the IIP lh.in that under the PDF. 

2 The si7e under Ihc IIP is equal to 
(Total Population of a stalcVdIs p c SDP) 
Since Ra| Kiishna called the quantity 
Poverty Population of a slalc)/(lls p c SDP) 
its inroine-ad|usled-povcrty-populalion|29J, 
Ihe VIII PC called thcsizeun^rllFthe income- 
adjusted total-population (IATP) and argued 
that the IIP assigns shares to the states in 
pro|xirtiun to the lATP. But why should it be 
called a type of population? The author under¬ 
stands that Its reasoning, though not spelt out 
by It. was as follows If the size is multiplied 
by a constant value, the distribution m pro¬ 
portion to this revised size will be obviously 
Ihe same ns that made using the original size 
•Suppose the constant is the (population 
weighted) mean p c SDP Then Ihc revised size 
for a state will be 

[lA slate's Population)x(inean p e SDP)!/ 
(Its p c SDP) - (A .stale's hypothetical SDP)/ 
(Us p c SDP) 

The hypotlK'lical SDP of a stale assumes its 
p e SDP to he equal to ihe mean p c SDP hul 
lakes into consideration Us actual population 
When this hypothetical SDP is divided by Ihe 
actual p c SDP. we gel a figure which is m 
terms of number of poisons, that is, population, 
which IS called Ihe lATP. It is Ihc population 
nc'cded to produce Ihe hypothetical SDP at Ihe 
late of actual p c SDP' This is surrealistic 
arithmetic of ratios and pni|H)ilions, which 
ignoms that p c SDP is only an arilhnielical 
ratio of SDP. alter it is realised wilhin Ihc 
geographical boundaries of a slate, to the 
population of Ihe slate. It is not meaningful, 
ihereloie. to work backwards to determine the 
jKipiilalion needed to generate a given SDP al 
a certain rale of p c SDP The VIII P(' also 
neglected that Ihe two economic entities, ihc 
si/e ot SDP and that of population, imitually 
inlluencc each other and cannot be artificially 
separated. Appaicnily. the PC' believed Ih.ii Us 
unicalislic measuic possessed some real 
economic meaning 

.f lait Y denote the p e revenue potential, x the 
p c SDP. and a and b die eslimales ol the 
|iar.imelers AandBa'S|iectivcly inlhccstimaled 
regivssion equ.ition 
Y' = a I bx 

where Y' is thcestiio.iu ol thca’venue potential 
If x„ IS Ihe niaximum p e SDP and Y'^ the 
estmialeofthcmaxmiuinol Y, then Ihe distance 
for a stale the VII PC used in Ihe distance 
formula based on Ihc estimated revenue 
potential Y' is given by 
(Y'„ - Y’) = b(x„ - X) 

Prom this it lollowed that the distance ol 
esliinaled p e revenue potential is pmporlional 
to the distance of p c SDI’, and ihereh'.’x;. the 
revenue equalisation formula of Ihc VII P'(.' 
degeneratediinlo Ihe distance formula based 
on p c SDP distance This is what Ihc GOM 
pointed out 

But there is .something more. 1he right hand 
side of the last expression gives an cslimale 
nf Ihc distance of revenue |X)lcnlial. and not 
Us unknown real value Every csliinate has its 
estimation 'error' which can also he estimated 
fruit) the regression analysis itself, if Us 
assumpliuns hold g.aiil (They may not) This 
estimation eiror is nol of the same magnitude 


for the different values of estimated distance 
of revenue potential of Ihe states, as it depends 
upon the distance of the p c SDP from Us maxi¬ 
mum, the larger this distance, the larger the 
estimation error To treat the estimates of dis¬ 
tances as real distances, without consideration 
of iheirestimaliun errors, will nol be. therefore, 
a correct statistical procedure This is true even 
lor the multivariate regression using more than 
one factor, a point Ihe VIII PC did not consider. 

4 I f y stands fur the p c share of a state determined 
under the pure distance formula, x for its p c 
SDP, m, for Ihe mean of x, x,„ for the maximum 
value of X. A tor the value of p c SDP which 
IS a mlerence point for measuring all di.stances, 
and (.'V(x) lor the cixifficient of variation of 
a variable x. then, it is easily established that 
if A > Xy, 

C'V(y) = t'V(x)*(my(A - m,)J 

Prom this it billows that if A = k*m,, with k> I, 

then 

CV(y) = CV(x)*|l/(k - 1)1 
Thus, taking Ihe reference point as a Fixed 
iiiullipic of the mean p c SDP ensures that the 
CV of p c shares is proportional to the CV of 
p c .SDP, and, therefore, if the latter decreases 
or increases the former will also do .so in the 
same pru|N)rtion In particular, if k = 2. that 
is. the reference point is twice the mean p c 
SDP. 

CV(y) = rV(x) 

Ihe two t’Vs liecoine exactly equal 

On Ihe other hand, if A = x„, Ihe maximum 

value of X 

CV(y) = CV(x)*|in,/(x„ - m,)| 

This gives ('V(y) > CV(x) if 2m^ 2 x,„, that 
is, when the iiiaxiinum p c SDP is less than 
or equal to twice Ihe mean p c SDP. the CV 
ol p c shares is greater than that nf p c SDP. 
otherwise the opposite result also holds good. 
It IS nol easy to study the behaviour of CV(y) 
as CV(x) changes, because the term [m,/ 
(x„ - m,)| on the RH.S is expected to ehimge 
in Ihe upjHisUc direction of the change in 
CV(x). Rut. assuming, not unrealistically, that 
the relative sizes of slates' population and the 
ranking of Ihe slates by p c SDP do nol change. 
It can he shown by .some simple models of 
change in x values, that the CV of p c shares 
IS insensitive to Ihe chiuige.s m Ihc CV ol p c 
SDP. The first model is 
x’ = X + C -r a(x - m^) 
where x' is Ihc changed value of x, and C and 
a are constanls suitably chosen. 1'he second 
type assumes that the p c SDPs of stales grow, 
linearly or exponentially, al constant rates in 
such a way lh.it at some future date they all 
become equal 

.Secondly, one may note that CV(y) = l/U„ 
wheie U„ is the standardised value of x„, that 
IS U„ = (x„ - m^)/s. where s is Ihe standard 
deviation of x l■'ru:ll this, one should expect. 
Ihotigh It ' not easy lo prove, that CV of y. 
the pc share, will nol depend upon Ihe mean, 
standard deviation or CV of x but on the 


number of observations of x and the statistical 
distribution function of x. the p c SDP 
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Environment in Karnataka 

A Status Report 

Ecoloeical Economics Unit 
lastitiile for Social and Economic Change, Bangalore 

This paper presents an overview of the present status of the natural resource environment in Karnataka, 
namely, forest cover and pastures, land use, soil erosion, watershed development, live,\tock and fisheries, 
reserves of mineral ores and their exploitation, industrial pollution and urban environment. Apathy of the 
government machinery towards these environmental problems has provoked popular movements linked to 
people’s access to natural resources and to health concerns. But an institutionalised approach to these 
problems is needed. 


I 

Introduction 

THIS paper presents an overview o! the 
present status of the natural resource 
environment in Karnataka, raising also 
some of the critical environmental issues 
which have emerged and responses to the 
same. Environmental problems ari.se both 
bccauscofre.sourcedepletion and negative 
externalities caused by development 
processes and projects. To meet the goal 
of sustainable developmeni, it is necessary 
to address both types of problems 
adequately. While it is difficult to give 
definite guidelines about what proportion 
of cxhau.stible resources can be exploited 
by the present generation for its own use 
and consumption, there is some consensus 
about renewable resources like fisheries 
and forests that their exploitation should 
be limited to the rate of regeneration. Even 
about exhaustible resources, we should 
periodically review the rate of their 
exploitation as against the slocks avai labic, 
so that an informed judgment can be made 
about what the present generation should 
u.se as against what can be bequeathed to 
the future generations. Negative ex¬ 
ternalities like water and air pollution inllict 
severe welfare losses and reduce output 
as well (for example, cement dust and air 
pollution reducing crop yields). While 
quantifying the impact of thcseextemalities 
is beyond the scope of this paper, their 
magnitude would be assessed. Wherevgr 
appropriate or feasible, we aiso compare 
the situation in Karnataka with the country 
as a whole. 

Cecil Saldanha brought out six .state of 
environment reports on Karnataka, the last 
one relea.scd i n 1993. Each of these reports 
earned specialised articles on a few .selected 
aspects of environment in Karnataka. The 
present report is inspired by Saldanha's 
work but has a different format, being a 
synoptic overview of environment, trying 
to do justice to most aspects within one 


paper using latest available information. 
Regrettably, issues related to managemctit 
of water and energy could not be included 
here, though water pollution is discussed. 

The paper is organiiicd as follows. In 
Section II, we deal with the state of land 
use including lorcsts and grazing land. We 
do not go into details of cropping pattern, 
but restrict ourselves to broad categories 
of land use. This leads us to a programme 
of arresting soil erosion and promoting 
water conservation through watershed 
development in Karnataka in Section III.' 
In Section IV, we deal with the state of 
livestock and fisheiies, which arc renew¬ 
able resources. Mineral ores and their 
exploitation come under exhaustible 
re.sources, dealt with in Section V. This 
Icadsus to Sections VI and VII, respectively 
on state of industrial pollution and urban 
environment in Karnataka. In dealing with 
lhe.se issues, we also comment upon official 
response to environmental issues in 
respective .sectors. Environment is too 
serious amattertobe left tootlicial bureau¬ 
cracy alone. Environment lobbies and 
NGOs have also played an itnporlant role 
in alerting olTicials and people at large 
about environmental problems. This will 
be dealt with in the concluding .section. 

11 

Land Use, Forests and Pastures 

Agriculture constitutes the major u.sc of 
land both in Karnataka and the country as 
a whole, but more so in Karnataka. I'aking 
together net sown area and current fallows, 
it accounted for .‘59.1 per cent of total 
geographical area in 1958-59 and 56.9 per 
cent in 1995-96 in Karnataka, as against 
48.7 per cent and 51.3 per cent in India 
in the respective years. Though the pro¬ 
portion of land under agriculture has 
declined slightly in Karnataka, and 
increa.scd slightly in Indiaovcrthe.se years, 
it still remains larger in Karnataka 
(Table 1). The proportion of land under 
forests, as per legal status (not necessarily 


under actual tree cover), incrca.sed both in 
the state and the country as a whole, from 
14.4 per cent to 16.1 percent in Karnataka, 
as against 17.9 per cent to 22.4 per cent 
in India during the same years. In spite of 
our western ghats, the proportion of area 
under forests is thus seen to be lower than 
the country’s average. 

Permanent pastures, cultivable wastes 
and other fallows taken together can be 
said to constitute broadly common property 
resources used lor grazing. At least as per 
ofUcial data, the proportion of such lands 
declined only slightly from 15.4 per cent 
in 1958-59 to 14.5 per cent in 1995-96 
in Karnataka, but a little more significantly 
from 15.7 per cent to 11.6 per cent during 
the same years in India. The role of such 
common property resources as a source of 
fodder has been declining over the years, 
and correspondingly the role of fodder 
raised in private holdings, including fodder 
crops raised commercially, has been 
increasing. With population increa.se and 
economic development, pneesof li vc.stock 
products have increa.scd significantly 
enough over the years to make .such a shift 
affordable to fanners, though this would 
have certainly affected landless labour and 
marginal farmers who have little or no 
land of their own as a source of foddci' 
Irrespective of trends as seen from official 
data, common property resources appear 
to have declined both in quantity and also 
in rjuality and productivity. There is reason 
to believe that land under agriculture is 
undcre.stimatcd and that area undergra/.ing 
lands is overestimated, mainly because 
encroachments into the commons for 
cultivation arc not reflected in official 
land use data. This was corroborated from 
a micro level study in Karnataka [Nadkarni 
and Pa.sha 1991). 

This observation could apply equally to 
forests, encroachments into which arc also 
common. This is quite apart from the fact 
that even uncncroachcd lands legally under 
the forest department may have lost tree 
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cover due either to offlcially permitted 
clear felling or to unauthorised cutting and 
exploitation by people around the forests. 
Tliere are also other lactors due to which 
the official land use data on fure.sts do not 
really report (he physical condition of land. 
This results in errors in both directions. 
In Uttara Kannada district, fur example, 
due to some legal quirk, forest land 
submerged under reservoirs or leased out 
for cultivation totalling over 1,0(X).sq kms 
was still reported as forest land in land use 
.statistics (Reddy et al 1986:2 and 3]. On 
the other hand, in Shimoga, Chikmagalur 
and Dakshina Kannada, these statistics 
underestimate the extent of forest cover. 
This is because significant fractions of 
physically forested land arc under the 
Jurisdiction of the revenue department; 
only land under the forest department is 
counted as forest land in official statistics 
whatever its physical condition. Not an 
insignificant part of the increase in the 
area under forests in Table I. is because 
of transfer of lands from the revenue 
department to the forest department. 

With the emergence of remote sensing 
technologies, it was hoped that an ‘objec¬ 
tive’ and 'accurate' method of delineating 
land cover was now available. However, 
forest covci statistics by different (and 
sometimes the same) agencies show dra¬ 
matic differences that cannot be explained 
simply on the basis of difference in 
definition. Forexample, the state of fore.sts 
reports of the Forest Survey of India have 
indicated that 81 percent of Kodagu district 
is under forest cover, though cultivated 
area as per official land statistics accounts 
for more than 36 per cent. Forest Survey 
of India’s own maps published at 
1:2,50,0(X) scale for 1991) indicate only 35 
percent area under forests including scrub 
vegetation. In general, reliable information 
on forest condition at the meso-scale is 
still scarce (Lele cl il I998a|. 


The most recent and reliable estimate 
of lorest cover - natural and artificial, 
dense and open - in Karnataka as a whole 
comes to 13 to 14 per cent of the .state’s 
geographical area [NRSA 1983; Sinha 
1988(. The forest cover estimated by NRSA 
for India as a whole is also 14 per cent. 
The districtwise distribution is not reliably 
known for the reasons stated above, but 
the districts with greatest proportion of 
forest cover arc Uttara Kannada (70 per 
cent), Dakshina Kannada (60 per cent), 
Shimoga (40 per cent), Chikmagalur (35 
percent), Ktxlagu (35 percent) and Mysore 
(30 per cent). (Mcnon and Bawa 1998; 
Bannur and Sharatchandra 1997]. 

Over the years, there has been a 
considerable lo.ss of forest cover in the 
stale. Taking a long period of 1920-90 in 
five western ghats districts, Mcnon and 
Buwa (1998) concluded that the extent of 
forest loss varied from 13 to 53 per cent, 
due mostly to extension of cultivation and 
coffee plantations and very little to 
submergence under reservoirs (Table 2). 
The largest loss of forest is .seen to be in 
Chikmagalur and Kodagu district where 
coffee plantations now dominate. Esti¬ 
mates of loss of fore.sts in the .stale as a 
whole arc available from official sources 
for the periods 1956 to 1981, and from 
1981 to 1998 (Table 3). In both periods, 
extension of cultivation has accounted for 
the largest share among all factors, 
accounting for almost two-thirds during 
the latter period, and development projects 
accounting for one-third of the loss. These 
figures do not indicate net loss of forest 
area, for some ot it has been compensated 
by incrca.se in forest area at lca.st in quantity 
(area) if not in quality. 

Between 1975 and 1982. however, the 
extent of forest cover in the state seems 
to have declined by only 1 percent (NRSA 
1983] as compared to a decline r)f 3 per 
cent for the country. Subsequently, the 
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forest cover appears to have remained 
constant or even increased slightly. But 
this increase comes in the form of forest 
plantations (typically monocultural and 
often using exotic species) resulting from 
afforestation activities, while the extent of 
natural forests continued to decline.^ 
Afforestation activities since the early 
1980s attempted to promote mixed planta¬ 
tions, although with limited success 
[Saxena et al 1997]. The long-term trend 
appears to have been one of shift from 
closed canopy forest toopen canopy forest, 
and from evergreen to moist-deciduous 
vegetation types. Standing stock may not 
have declined in the same proportion as 
forest canopy, since human u.se results 
often in di.sproportionale pnining of crowns 
(Lele et al 1998b]. 

The plant species composition has 
definitely become less ’rich’ as many rare 
and endangered plants were lost or rendered 
scarce. This happened during a prolonged 
pha.se of 50 years or more up to mid¬ 
eighties, during the drive towards replacing 
natural forests by timber and other 
commercial wood plantations. Thedeclinc 
in wild animal populations has been even 
more dramatic and visible [Gadgil 1984: 
Daniels 1993]. At least one bird (the Great 
Indian Bustard) is reported to be on the 
verge of extinction, and the Bengal Tiger 
is surviving only in protected areas. The 
rcations for this are a disproportionate 
increase in forest fragmentation, erosion 
ot habitat quality due to changes in 
composition and densities, and significant 
poaching pressures. 

Forest degradation has also adversely 
affected the availability of fuelwood and 
small timber to local communities depen¬ 
dent on them in certain areas. The ban on 
green felling has reduced theofficial supply 
of commercial fuelwornl and timber also. 
Certain .species like bamboo had depleted 
significantly even before the ban on green 

(Area in '000 hectares) 


Total 

Geographical 

Area 

Forest 

Non-Agricultural 
Use 

Barren 

Miscellaneous 

Trees 

and Groves 

Cultivable 

Waste 

Permanent 
Pastures 
and Grazing 

Other 

Fallows 

Agricultural 

Use 

1958-59 

Karnataka - Area 

187.35 

2702 

804 

885 

370 

663 

1769 

474 

11068 

I’crcunlage 

lot) 

14.4 

4 3 

4.7 

2.0 

3 5 

9.4 

2.5 

.59.1 

India - Area 

29.3972 

52675 

1.3.56.3 

32879 

.5711 

20610 

1.3112 

12286 

1431.36 

Percentage 

100 

17.9 

4.6 

II 2 

1.9 . 

70 

4.5 

4.2 

48.7 

1995-9(1 

Karnataka - Area 

19050 

3076 

12.30 

801 

326 

444 

1048 

1284 

10838 

Perccnt.agc 

100 

I6.I 

6.5 

4.2 

1.7 

2.3 

5.5 

6.7 

56.9 

India - Area 

304863 

68421 

220.35 

18975 

3657 

14468 

11176 

9703 

156428 

1993-94 percentage 

ItX) 

22.4 

72 

62 

1.2 

4.7 

.3.7 

3.2 

51.3 


Note: Agricitiiral k-:c = current fallows net cultivated area. 

Source'. KumaUika at a Glance 1995-96, Directorate of Economics and Statistics: Fertiliser Statistics I96.I-64 and 1996-97, FAl, New Delhi. 
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felling (around 1983) as the then system 
offered bamboo to paper mills at a nominal 
price and there was no incentive for 
regeneration [Gadgil and Prasad 1978]. 
The same thing happened in a number of 
non-timber forest species like Cinna- 
momum sp and Myristica sp and a host 
of medicinal plants (K S Murali, personal 
communication to Lele; FRLHT un¬ 
published data). The overall impre.ssion is 
unmistakable that the long-term sus¬ 
tainability of these forests, especially in 
terms ot quality is in serious doubt. 

A few comments on the official respon¬ 
ses to the forest situation arc in order. Till 
at least the mid-eighties, afforestation 
efforts were mainly oriented towards 
meeting commercial species like timber, 
softwood and fuel wood, reflected in the 
plantations of teak, eucalyptus and 
casurina. Even under social forestry pha.se 
from 1983 to 1992, the focus on these 
species was not changed. In many ca.scs, 
social forestry plantations reduced the 
availability of grazing lands to villagers, 
who had to be content with lops and lops, 
'fhis led to protest movements led by NOOs 
like Samaja Parivartan Samudaya and led 
to a change of policy towards promoting 
mixed species plantations. Till 1992, 
however, the agencies of arfore.siation were 
the Karnataka forest department and such 
other government departments, operating 
in a centralised, bureaucratic, prohibit- 
and-police manner. 

From 1993 onwards, however, there has 
been a visibly incrca.sed focus on the 
involvement of local communities in 
afforestation mainly under joint fore.st 
planning and management (JFPM). This 
is supported by a £24 mn ‘Western Ghats 
Forestry Environment Project’ funded by 
the UK. The progress under the scheme 
has, however, been rather slow due to 
several factors: (a) restriction of the JFPM 
to only ‘degraded’ areas, which form a 
small fraction of actual forest used by 
local communities: (b) inadequate 
dcvol ution of control to local commu ni tie.s, 

(c) poor fit with social realities;’ 

(d) problem of ensuring adequate 
incentives to locals; and (c) lack of enthu¬ 
siasm among implementing forest staff 
[Saxena et al.l 997]. The number of village 
fore.st committees set up under this project 
up to September 1998 was only 400 in 
Karnataka, which compares poorly with 
the more than 2,000set up i n neighbouring 
Andhra Pradesh in a shorter time. 

Aclearly defined access to and exclusive 
control of the resource by local users may 
be a neces.sary but not asufficient condition 
for sustainable management. For instance, 
many ‘betta’ lands in Uttara Kannada 


where areca gardeners had exclusive access 
if not ownership were degraded due to 
indifference to regeneration [Nadkami et 
al 1989; Leleet al 1998b]. ‘Baane’ lands 
in Kodagu under privatised access have 
all been converted to coffee plantations, 
and ‘kumki’ lands in Dakshina Kannada 
have in many places been converted to 
cashew orthcr plantations. This highlights 
the basic tension between different ntlcs 
of forests, valued differently by different 
interest groups. Institutional innovations 
that enable local communities to be 
compensated for providing global benefits 
from forests, and a political envinmment 
and process committed to fairness and 
sustainability - both still largely missing 
- will be necessary for a successful 
resolution of these tensions. 

In sum, though Karnataka has been 
endowed with a particularly rich forest 
flora and fauna and widely distributed 
network of pasture lands (including Amrut 
Mahal Kavals'*), Karnataka’s post- 
independence record of con.serving them 
has hardly been encouraging. Forests and 
pastures have declined significantly 
particularly in quality, and regeneration 
efforts have had only a marginal success 
in addressing the problems. 

Ill 

Soil Erosion and Watershed 
Development 

Soil erosion is a major problem affecting 
the state particularly in its dry or rainfed 
areas. Accordingtoofficial .sources (Indian 
Agriculture in Brief, 25th cd 1994, pp 22- 
251, 11.4 million hectares out of the total 
geographical areaof 19.05 million hectares, 
i c, 59.8 per cent was degraded i n Karnataka 
during the early 1990s. This proportion is 
more than in the country as a whole, where 
the problem area is 53.2 per cent. The 
problem area includes both cultivated and 
uncultivated areas. Karnataka is a pio¬ 
neering state in taking up soil conservation 


programmes, but only 30.6 per cent of the 
problem area was treated up to 1992-93. 
Though it is higher than in the country as 
a whole (20.9 per cent), there is still a long 
way to go. The old approach focused only 
on soil conservation which was not very 
effective. It has now given place to a more 
comprehensive and integrated approach 
of watershed development which includes 
soil and water conservation in dry and 
semi-arid areas. 

Watershed development is a holistic 
approach to improve and develop the 
economic and natural rc.source base of 
economically disadvantaged and eco¬ 
logically fragile regions such as the dry 
and semi-arid areas. Instead of an 
administrative region, watershed is the 


TABi.b 3 l-tws or Forest in Karnataka. 
10,^6-1981 AND 1081-1908 


Purpose Area Percentage 

Lost to Total 

(Hectares) Area Lost 

From 1956 to 198 



Hydcl proieci 

4I(K)8 

18.4 

Direct submersion 

.3.S840 

16.1 

Kehabilitation of the 



displaced 

2.S82() 

116 

Power lines 

1688 

0.8 

Colony roads and 



townships 

2121 

1.0 

Mining 

42676 

19.2 

Other nnn-agricultural U!>e 

6297 

28 

Extension of cuhtvalion 

67217 

.30.2 

Total 

222727 

100.0 

From 1981 to March 1998 



Hydcl projects 

.SI 84 

176 

Irrigation projects 

667 

2..3 

Uiying of railways 

.3.S0 

1.2 

Laying of transmission lines .399 

1.4 

Construction of roads 

14 

0.0 

Mining/iiuarrying proiecI 

.3.34.3 

II 4 

Others (ini.luding extension 


of cultivation) 

19460 

66.1 

Total 

29426 

1(H).0 


Sourte: 19.S6-1081 : Karnataka .Stale Gazcticcr. 


1082; 1081-1098 Monitoring Report. 
Karnataka Fcire.st Department 


Table 2 : Loss or Forests in Wkstlrn Ghais Districts 

(Area m kms) 

District Extent of Forest ami Scrub F'orcst Los.s Due to Per Cent 


to Total Loss 


Name 

.Area 

1920 

Area Per Cent 
to Total 

Area 

1990 

Per Cent 
to Total 

Agriculture 

Tea 

and 

Coltec 

Reservoirs 

Chikiiiagalur 

7184 

5068 

71 

2500 

35 

55.8 

42.0 

2.2 

Hassan 

6818 

2205 

.32 

721 

II 

81.0 

18.3 

0.7 

Kodagu 

4098 

3622 

88 

1464 

36 

28 0 

71.5 

0 5 

.Shimoga 

10556 

6330 

60 

4637 

44 

93.1 

0 0 

6.9 

Uttara Kannada 

10251 

9134 

89 

7806 

76 

92 6 

0.0 

7,4 


Notes (a) 1920 areas arc estimated using Survey of India toposhccis and hence should be considered 
as approxiinale. Data for 1990 were obtained from 1:2.S0.00() FSI forest vegetation maps 
produced from interpretation of 1987, 1989 and 1991 imagery, 

(b) Though tea and coffee plantations are clubbed together, area under tea is not significant. 
Source: Menon and Bawa (1998). 
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unit of area for (Jcvelopmcni. At least in 
Karnataka, waleished development 
projects .seek to improve all type.sof lands, 
both government and private, cultivated 
and uncultisated. It is not a mere soil and 
water conscrvai ion or forestry programme, 
but a strategy to increase the overall 
productivity of the region a.s a whole. 

Karnataka launched the district water¬ 
shed development programme (DWDP) 
in 19 selected watersheds, one in each 
distnct from 1983-84onwards. In addition, 
there are programmes as under national 
watershed development projects for rainfed 
Areas (NWDPRA), a model watershed 
development programme sponsored by 
ICAR/CRIDA, projects under rain-gauge 
stations, also an NOO sponsored pro¬ 
gramme like the PIDOW project in 
Gulbarga district. The agency, the ap¬ 
proaches and manners of implementation 
of the projects differ. A unique feature of 
DWDP is that it is managed by a single 
agency - the dryland development boards, 
where all the concerned departments of 
the government are reprc.scnted so as to 
promote integration and co-ordination. 
Until recently, the government sponsored 
watershed development projects followed 
a top-down approach, but people’s 
participation is now being empha.si.scd. 

.Starting Irom 1984, around one lakh 
hectares of rainfed areas have been treated 
every year under the programme, the 
cumulative total up to 1997 being 14.41 
lakh hectares. Tlie average co.st of treatment 
per hectare worked out to be only Rs 2.82.‘5 
(State Watershed Cell, 1997). The area 
treated so far(upto 1997) under watershcil 
development programmes (excluding areas 
treated under earlier soil conservation 
programmes) works out to be only 7..S per 
cent of the total geographical area of the 
slate. But this is still significant con.sidering 
that it is confined to dry and semi-arid 
tracts (which constitute about two-thirds 
of the total area ol the state). However, 
there is still a lot more area to be covered. 

A recent evaluation study of 20 watcr- 
.sheds in Karnataka ba.sed on satellite 
remote sensing techniques has shown some 
encouraging and at the same lime some 
disturbing findings [RRSSC-STDP1998). 
The study involved a comparison between 
1988 and 1996 imageries. In most of the 
treated watersheds, there was an improve¬ 
ment in agriculture, horticulture and 
forestry sectors: increase in irrigated area 
and water bodies; increase in yields; and 
dccroa.se in fallows and extent of waste¬ 
lands. Gullies and ravines were treated 
with vegetative checks to arrest .soil erosion. 
Afforestation and gap filling activities 
increased biomass output as well. The 


overall improvements were rated among 
the 20 watersheds as ranging from 7 to 
27 per cent. There were also a few worri- 
.somc things like encroachments into non- 
arable lands, illicitcutting and unregulated 
grazing there. Even if non-arable areas arc 
brought under forest cover, there was no 
assurance that it would remain there since 
people's puriicipution and commitment in 
the use and management of common or 
public lands was not forthcoming to the 
desired extent. A .similar need was lelt in 
the maintenance and protection of develop¬ 
ment works undertaken. Frequent transfers, 
untimely rclea.se of funds and inadequacy 
of lunds also alfected the programme. 

Other studiesof the impact of watershed 
development on crop yields, income, 
employment, .stability of yields, and water 
tables have shown significantly positive 
results (Deshpande and Nikumbh 199.3; 
Ninan and Lakshinikanthamma 1994; 
Lakshniikanthamma 1997], Ancconomic 
analysisof a watershed (Mittcmari) showed 
that after deducting all the costs including 
public capital investment and opportunity 
cost (due to grazing opportunity foregone 
by people a.s a result of the project), the 
internal rate of return was found to be 13.5 
percent, which is encouraging [Ninan and 
Lak.shmikanthamma 1998]. We do not 
have to compare this with high nominal 
rates of interest; since the cash flows were 
in real terms. Tlicy can be compared with 
•■eal rates of interest of 5 or even 8 per cent 
quite favourably. Besides, the benefits 
taken here include only the increased 
production in agriculture and the forestry 
sccuir, and indirect environmental benefits 
are ignored. If they arc valued and taken 
note of, the rate of return would be higher 
still. It was also found that small farmers 
have shared in the gains. The lack of 
effective participation of people in 
watershed development has, however, been 
a constraining institutional factor in 
government sponsored projects. Efforts 
arc being made now to give more voice 
to local level people’s groups and NGOs 
in watershed development. 

IV 

Live.stock and Fisheries 

Almost all families living in rural areas 
depend directly or indirectly on livestock 
resources fortheir living. There cxi.slstrong 
complementarities between livestock and 
crop husbandry. Though in terms ofvalue 
added by livestiKk, its contribution to 
national and state domestic product is now 
about 8 percent and 6 percent respectively, 
itsccononiic importance is far greater than 
what is indieated by these figures. It is still 
a significant source of draught power, and 


organic manure obtained from this source 
is needed as a supplement to chemical 
fertilisers. The contribution of livestock 
sector to total agricultural inputs, however, 
has been declining since the last two 
decades or more, thanks to subsidised 
chemical fertilisers and tractorisauon. 

The livestock population, however, has 
continued to increase both in Karnataka 
and the country as a whole, though not 
sharply. Total livestock (covered by live¬ 
stock census, excluding poultry) increased 
by 32.3 per cent in India and by only 12.2 

Tabib4: (a) Ri-iSERVts of Mineral Dekfsits 
(199.S-96), (B) Their Annual Extraction 
( 1995-96), AND (c) The Number of Years for 
WHICH THF Reserves May Last at the Present 

LEVEL OF EXTRACTION 


Mineral 

Ores 

Reserves of 
Mineral 
(Million 
Tonnes) 

Annual Time 

Extraction Left to 
(Tonnes) Exhaustion 
(Years) 

Bauxite 

28 00 

69.617 

402 

Chromite 

0.85 

77,840 

11 

Copper 

0.966 

87,802 

11 

Dolomite 

325 00 

46,693 

6960 

Feldspar 164 64(tonnes) 

1 201 

137 

Fire Clay 
Fuller’s 

8 44 

22.38 

.3771 

Earth 

1,30 

N A 

N A 

Gold 1 

1 3 6l(lonncs) 

1.45 

9 

Iron Ore 

929,00 

11.609 
(mn tonnes) 

80 

Kaolinc 

94 46 

4808 

19646 

Kyamitc 

136()( tonnes) 

2.848 

478 

Lime Slone 

17,2.53 8 023 

(mn tonnes) 

2150 

Lin. Shell 

NA 

52 2 

NA 

Magnesite 

1.17 

26.200 

44 7 

Manganese 

65.0 

4.15.070 

1.57 

Quartz 

Vana- 

26.8 

24,412 

1098 

dium 20,387 (tonnes) 

NA 

NA 


Niilex: * Tunc left to exhuustion, is obtained by 
dividing reserves by annual extraction 
both taken in same units 


NA - data not available. 

Sdurie: Dcpartinent ol' Mines and Geology, 
Government of Karnataka. 

Table 5. Prokirtion Industrial Units wmi 
Pou.inioN Treatment Plants 

(Percent) 

Industries A.s on As on 

March 31, M.'irch3l. 
1991 1996 


For water pollution control 


l^rgc industries 

65.8 

73.2 

Medium industries 

65.0 

67.6 

.Small industries 

NA 

62.7 

For air pollution control 



Large industries 

.33.8 

73.2 

Medium industries 

33.5 

69 1 

Small industries 

NA 

64.5 


Source: Annual Reports or Karnataka Slate 
Pollution Control Board (KSPCB), 
1990-91 (pp 8-10) and 1995-96 (p 13). 
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per cent in Karnataka between 1961 and 
1990. Though Karnataka accounts for 6.2 
per cent of the total area of the country, 
its share in the livestock population of the 
country was only 5.2 per cent in 1990. 
There is thus a little less pressure of 
live.stock population on land in Karnataka 
than in the country as a whole. The density 
of livestock per hectare of land taking only 
forests, agricultural land including current 
fallows, pastures, cultivable waste and 
other fallows, was only 1.38 in Karnataka 
in 1990 (14th livestock census) whereas 
it was 1.71 in India as a whole. 

The population of sheep and goats is 37 
per cent ol total livestock in Karnataka, 
which is slightly more than 33 per cent 
for India as per the latest live.stock census 
(14th). The population of sheep actually 
declined slightly (by 8 percent) in absolute 
terms in Karnataka between I960and 1990, 
hut the population of goats incrca.sed by 
34.3 per cent, which was much more than 
the rate of growth in total livestock (viz, 
12.2 per cent) noted above. The role of 
goats as a source of milk has declined 
relatively sharply; they are used mainly as 
a source of meat. 

Growth in milk production has been 
much more spectacular than growth in the 
numberof female bovincs. The latter (over 
3 years of age) increased only by 26.1 per 
cent between 1961 and 1990 in Karnataka, 
while production of milk incrca.sed by 
a phenomenal 160 per cent between 
1976-77 and 1995-96. Cows accounted 
for 54.9 per cent of total milk production 
in 1995-96 (indigenous cows 35.4 per cent 
and crossbred cows 19.5 per cent), and 
buffaloes contrihtiled 44.76 per cent. The 
share of goats is a negligible 5 per cent 
(GOK 199.^-96]. The present per capita 
per day availability of milk at 192 grams, 
though higher than earlier, is still lower 
than the ICMR norm of 250 grams. Much 
of the increase in milk production has been 
achieved through a push to corti- 
mcrciali.sationofthedairy.sector, involving 
a shift from CPRs as a source ot fodder 
to crop residues and commercial fodder 
and feeds. The role of CPRs in animal 
hu.sbandry remains important mainly for 
the pour and for indigenous cattle and 
small rumimtnts. 

The growth of poultry has been more 
spectacular than that of livestock, but less 
so in Karnataka than in India. The total 
number of poultry increased by 77.4 per 
cent in Karnataka between 1961 and 1990. 
and by 141 per cent in the country as a 
whole. 

Livestock pressure on land has been a 
traditional source of worry to environ¬ 
mentalists and foresters in India. Forest 


policy in India since its early days has 
sought to regulate this pressure. There is 
evidence of such pressure having an 
adverse effect on regeneration capacity 
and composition of forests, as seen from 
a case study in Haliyal division (llttara 
Kannada) in Karnataka [Rai 1985]. While 
livestock is allowed to grow, and is pro¬ 
moted even in poverty alleviation schemes, 
pastures and other common lands to 
support them arc shrink! ng as noted above. 
Northern Maidan seems to be facing this 
problem more acutely than other regions 
as seen from an analysis of village grazing 
lands in Karnataka (Nadkami 1990J. This 
is tried to be made gwHl by using crop 
residues and other commercial fodder. 
Since cows of local breed and small 
ruminants coiiiinuc to depend on common 
lands, an incrca.se in .such livestock may 
call for some measures (or regulating 
grazing like rotational grazing and for 
sustainable management of pastures. It is 
difficult, however, on the whole toestahlish 
that either in Karnataka or India, there is 
overpopulationof live.stock. In fact, human 
population has increased much faster and 
there has been no serious scientific 
investigation to support such a 
generalisation IMishra 1995:2581. 

Coming to fisheries, world fisheries are 
in a state of crisis and India and Karnataka 
may be no exception. ‘Fish have never 
been more popular as sea food, nor more 
threatened as marine wildlife...Scientists 
warn that fish population and marine 
ecosystems are in serious trouble' 
ISamuJra July 15. 1996:15]. This is 
because 70 per cent of the world’s com¬ 
mercially important marine fish stocks are 
overexploited, and miMJern fisheries arc 
enormously destructive. It is estimated 
that about one-third of their fish catch is 
wa.sted. Marine biodiversity is under threat 
bccau.se of them (ibid: 15). Modern techno¬ 
logies, moreover, opened up lisliing even 
during the mon.soons, which has led to 
overexploitation. There have been protests 
in Indiaagainsttheopeningof the fisheries 
scctortomultinatinnalsandforeign vessels 
IKuricn 19951. lliey do not confine to 
deep sea fishing and intrude into coastal 
zones reserved for country boats. On the 
whole, fishery managers are oriented more 
to maximising commercial exploitation 
and hardly evolve strategics for sustai nable 
exploitation. Even the rcgionwisc or 
couiitrywise data necessary to monitor 
current exploitation in comparison with 
sustainable fish catch or with regeneration, 
arc hardly gathered and published. Giving 
greater .scope to country fishermen and 
preventing or regulating wasteful practices 
could mean both greater income and 


employment to the llshermen and also 
sustainable exploitation of fisheries. 

Fisheries contribute only 71 per cent 
to slate domestic product in India, which 
IS not very different from 77 per cent at 
the national level. However, it is a source 
of livelihood to many fishermen parti¬ 
cularly ill the coastal districts of Uttara 
Kannada and Dakshina Kannada. Inland 
fisheries provide seasonal and sub¬ 
sidiary income and employment, but their 
role also is considerably less in Karnataka 
than in slates like Kerala and We.st 
Bengal. 

I'he stale has a coastal length of 300 
kms, 27.(M)() sq kms of continental shelf 
and 87.(HK) sq kms of exclusive economic 
zone (FEZ), with about 3.03 lakh marine 
fishermen living in 202 fishing villages. 
Marine fish catch increased in the state 
from I 61 lakh tonnes m 1980-81 to 2.23 
lakh tonnes in 1996-97, an increase of 39 
per cent. This can be compared with the 
estimated total resource potential of 4.25 
lakh tonnes per annum in the FEZ and the 
annual caichahle potential at 0-50 fathom 
depth range is estimated at only 2.7 lakh 
tones. |GOK 1997; 10-111. In the country 
as a whole also as against the actual level 
of exploitation^ of marine fish or 2.71 
million tonnes, the potential available for 
exploitation is 3.92 million tones. All of 
this potential cannot, however, be con¬ 
sidered as availablefor.sii.stainabiccxploit- 
ation. Regrettably, estimates of annual rate 
of regeneration ol marine fish and ol what 
can be considered as sustainable exploit¬ 
ation are not available. 

The sources of inland fisheries in 
Karnataka are 4,695 major tanks. 21.801 
minor tanks. 61 re.servoiis and around 
9,(KM)kni;> ol rivers and canals 'I'hc maxi¬ 
mum waterspread urea ol tanks and 
re.servoirs is about 4.15 and 2.16 lakh 
hectares respectively |GOK. 1997]. Only 
87,675 fishermen are reported to be active 
in inland fisheries. 

Inland fisheries production increa.scd 
from46,652tonnes in 1980-81 to 101,654 
tonnes in 1996-97, i c. by 118 per cent 
which is much more than the rateol increase 
in marine fish catchduring the same period 
(viz, 39 per cent). What is remarkable is 
that this increase has come about inspite 
of a decline in the number of tanks and 
shrinkage in their spread. Most of the 
inland fish is captured and traded in an 
informal and unorganised way by poor 
people. .Since mccharu.scd trawlers are not 
used in inland fisheries, the technology 
used is much more sustainable here. Even 
then there has been a worry about the 
survival ol river fish such as mah.seer, 
which is hunted for sport by adventurc- 
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seeking rich and not as a source of 
livelihood. 

The state also has about 8,(MX) hectares 
of brackish water, out of which 4,200 are 
estimated to be suitable for aquaculture. 
Of this, only 1,0<K) hectares arc developed. 
At pre.sent, the average production of 
culture is around 800 kg per hectare. There 
seems to be some unutilised potential in 
brackish water in Karnatak. But this should 
be done very cautiously, without ever 
extending brackish water into paddy lands 
and contaminating ground water. It is 
ncces.sary to remember that acquaculture 
has produced high and irrecoverable 
environmental costs where its expansion 
has been at the expense of cultivated or 
cultivable lands by pumping in sea water. 
In response to a writ petition, the Supreme 
Court has ordered that no further shrimp 
or aquaculture farms be permitted, that no 
groundwater be drawn for acquaculture 
and that no part of agricultural lands and 
salt pans be converted to commercial 
acquaculture fanns f.Samudra 17, March 
1997:37], 

V 

Mineral Exploitation and 
Environmental Impact 

As observed in the introduction above, 
it is a difficult task to judge what rate oi 
exploitation of minerals is advisable to 
take care of the pmbicm ol depletion and 
reconcile the interests of the present 
generation with those ol the future 
generations. It helps, however, to compare 
the pre,scnt rate of exploitation with the 
reserves still available for exploitation. 
The number of years for which reserves 
will Inst at the present rate of exploitation 
can be directly computed from the above 
two. Table 4 here gives this picture about 
the mineral ores in Karnataka in 1995-96. 
\ few minerals are approachingexhaustion 
within about a dccaile. which are chromite 
and copper (11 yeais each), and gold 
(9 years). The position regarding others is 
more comfortable. A debate is needed 
about whether it is worthwhile pushing 
exploitation of the fonner group of mi ncrais 
to exhaustion so soon, and whether we arc 
getting corresponding returns from it which 
justify such exhaustion. 

Karnataka is estimated to have 1,092 
billion tonnes of granite (including 
coloured) on site, of which 391 billion 
tonnes are stated to be recoverable. There 
is no information on the piXKlnction or 
actual exploitation of granite, but 408,583 
tonnes were reported to have been expor¬ 
ted from Karnataka in 1992-93 (Depart¬ 
ment of Mines and Geology, OOK). 
Coloured granites arc scarce but no 


separate figures could be obtained on their 
reserves. 

Apart from depletion, another problem 
with mineral ore exploitation is the adverse 
environmental impact it creates [.Saldanha 
1987]. This is also a cost to be reckoned 
while judging the worthwhiicness of 
mineral exploitation. The responsibility of 
taking precautionary steps to avoid or 
minimise the impact is on the miners. 
Mining generally causes deforestation as 
the miners arc most often in forest areas. 
Not only the mining sites, but also other 
sites used for dumping waste, constructing 
road.s and colonics for miners and such 
other uses also take up land and lead to 
deforestation. Open cast mining also leads 
to land degradation, silting of reservoirs, 
tanks and rivers downstream, and 
landslides. There are other effects like air 
pollution due to dust and noise pollution, 
which aflects the health of miners. Often 
the miners work in miserable conditions. 
Though risk to life may be reduced, risk 
to limbs and to their health arc hardly 
taken care of. As a result, many workers 
suffer from serious debilitating diseases 
within a few years of their joining the 
minc.s, and some of them may be compelled 
to stop work. This is so not only in mineral 
exploitation but also in granite and other 
stone quarries. Few labour inspectors ever 
visit such sitesortry to improve the working 
conditions of miners. 

Kudremukh is one ol the well known 
mining sites in Karnataka for extracting 
and exporting iron ore. Kudremukh Iron 
Ore Company Limited (KIOCL) was .set 
up in 1976 and started functioning 
effectively from 1982. The site isestimated 
to have 700 million tons of weathered ore 
and 450 million tons of primary ore. It has 
a lea.se area of 4,000 hectares, of which 
1,452 hectares arc now under active 
mining. The ore to waste ratio is presently 
2:1. It has almost all the environmental 
problems expected in a mining project in 
a hilly forest area. Heavy rainfall in the 
area further contributes to soi I erosion and 
siltation washing the dug up soils down 
the hill. KIOCL, therefore, took up several 
environmental measuresto minimisethese 
problems.* One of the important measures 


was to dig trencires around the hills, 10 
metres wide and 2 metres deep, at the 
contours of 1,000, 500 and 200 metres 
altitude. On the upward side, trees like 
sisal, eucalyptus, acacia, cassia, mahogany, 
casuarina were planted. Fast growing trees 
and grass are also planted in between 
trenches. Tree belts up to 200 metres were 
created on cither side of the rivers and 
streams. Two rock -filled dams have been 
built to prevent mine wash from polluting 
river Bhadra. A 1(X) metre high Lakhya 
dam has also been built to contain the 
tailings generated from the project. The 
company is reported to have won several 
awards in recognition of the measures 
taken. It is hoped that other mining 
companies also take similar measures. The 
annual ore production now is 7.5 million 
tonnes per year. 

VI 

Industrial Pollution 

Though policy and legislation for the 
control of indu.strial pollution may look 
stringent on paper, there is many a slip in 
execution. The implementation of pollution 
control in the nineties is certainly more 
effective than in the eighties, and far more 
so as compared with the seventies. Even 
then we cannot say that all the pollution 
standards are followed by all the industries. 
Even though pollution control boards have 
the powers to close down offending 
industries, the action is hesitant and lax 
particularly because of the fear of causing 
unemployment and di.stress. 

It would be useful to have some 
indication of hard figures of how far 
pollution control laws are put into effect, 
taking the case of Karnataka. Une such 
indication is how many industrial units 
have at least set up treatment plants. This 
can be .seen from Table 5. 

Though Table 5 relates to treatment 
plants actually in operation, they may not 
ncces.sarily be operated all the while. This 
is done to save energy which is scarce and 
costly. Even where the industries actually 
operate the pollution control plants, all of 
them do not meet the .standards prescribed. 
A recent study comparing pollution control 
status in Karnataka with Netherlands 


Tabu 6. Tkcnds of PuLurrANrs in Rivuts in SbCFcrEU Locations in Karnataka 


Rivers/Loeation 

Period 

Dissolved 

Oxygen 

Biochemical 
Oxygen Demand 

Total 

Coliform 

Krishna at Tintini Bridge 

1979 91 

NT 

DN 

UP 

Tungabhadra at Ullanur 

1979-91 

NT 

DN 

UP 

Bhadra D/S of KIOCL 

1979-91 

NT 

DN 

UP 

Cauvery at KRS dam (Balamurikshetra) 

1980-91 

UP 

NT 

UP 

Kabbant 

1987-91 

NT 

UP 

UP 


Noif. NT - No trend in the parameter; UP - upward trend: DN - downward trend. 
Source: CPCB Annual Report 1992-93, pp 24-26 (extracted). 
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showed that though in genera the standards 
were more lax in the former, compliance 
was also more lax, particularly in respect 
of small industries [Kuiket ai 1997], What 
is the regulatory machinery doing about 
it then? 

As per the annual report of Karnataka 
State Pollution Control Board (KSPCB) 
for 1995-96 (the latest available at the time 
of writing), only 97 prosecutions were 
launched under Water Pollution Act and 
40 under the Air Pollution Act since the 
inception of the board in 1981. These cover 
the caiics of highly polluting and also other 
industries. The number of industries 
ordered to be closed down for non-com¬ 
pliance was only 22 till March 1994, which 
increased to76 under both Water Pollution 
Control Act and Air Pollution Control Act 
together. As a result of stricter imple¬ 
mentation of the law among 17 industries 
identified as highly polluting, the rale of 
compliance of pollution control is reported 
to have improved from 27.9 per cent in 
1991 to8I.2percentin 1996 (as seen from 
KSPCB annual reports for i 991 and 1996). 

The extent of implementation of poll¬ 
ution control is reflected in ambient air 
and water quality. Illustrative information 
for Karnataka is presented in Table 6 here 
forwaterqualitytinformationonairquulity 
in cities is presented in the next section). 
It shows deterioration in water quality at 
all locations in regard to colifurm, and 
either no trend or upward trend for 
dissolved oxygen, and a mixed picture for 
biochemical oxygen demand, litis is hardly 
a rosy picture. 

A major problem with pollution control 
boards is inadequate finance and inade¬ 
quate technical staff to monitor all the 
industrial units. They also take on the 
unnecessary burden of giving technical 
advice or guidance and take the blame if 
technology suggested does not deliver the 
gcxtds. There arc no w consultants aval table 
on pollution control implementation who 
can take over this work, and leave the task 
of monitoring and taking legal action to 
KSPCB. 

There are .still several problem areas in 
the state due to continued water and air 
pollution. A few illustrative examples arc 
given here, sejtarately for water and air 
pollution based on a districtwisc report by 
KSPCB on the status of industrial pollution 
in Karnataka [KSPCB 1995]. 

Both rivers and the sea are polluted 
noticeably in Karnataka and some of the 
problem spots are identified as Bangalore 
(Vrishabhavati), Bhadravati, Dandeii, 
Davanagere, Harihar, Karwar, Kollcgal, 
Kudremukh. Nanjangud.-Shimsa and 
Srirangapatna. We take fourexampics here: 


(i) polintion generated by a group of 
industries (includingsmall)inone location; 

(ii) pollution generated by one or two large 
industrial units; (iii) pollution generated 
by a plantation industry (coffee estates); 
and (iv) marine pollution. 

Peenya in Bangalore is oneof the biggest 
industrial areas in Asia, housing many 
industries of various sizes including small 
industries. Most of them have no or 
inadequate treatment facilities, especially 
for small industries. Some 79 units let out 
over 5 million litres of effluents per day 
into the river Vrishabhavati which skirts 
the city on the wc.stcm side and then joins 
Arkavati, which is a tributary of Cauvery. 
Vrishabhavati was acican perennial stream 
only 20 years ago, and now stinks so much 
that it is a nuisance to neighbouring resi¬ 
dents. It was used lor recreation (picnics) 
by city dwellers and fishing by villagers 
earlier. Now, there is a fear that pollutants 
reach even aquifers and Cauvery. Most of 
the layouts near Vrishabhavati have no 
access to municipal drinking water and 
have to depend only on ground water. The 
authorities concerned have shown callous 
disregard of this problem and have not 
done anything to reduce the pollution. 
Some of the pollutants are toxic, including 
lead. The concentration of lead is asses.scd 
to be as high as 7.5 times the pollution 
standard. Other heavy metals like cad¬ 
mium, chromium, mercury and nickel are 
also present. Thc.se metals arc absorbed 
by crops and animals and enter food chain 
[Nag et al I995|. 

Bhadravati is a major industrial centre 
in Karnataka, located on the banks of river 
Bhadra. There are two major public sector 
industrial units - Visvcsvaiaya Iron and 
Steel and Mysore Paper Mills. Though 
both have installed pollution treatment 
plants, they arc not able to change the 
brownish colour of effluents reportedly 
due to non-availability of viable techno¬ 
logy. To make matters wor.se. sewage water 
of the town and untreated efllucnts of 
smaller industrial uniLs are akso let out into 
the river, making it into a problem area. 
The air pollution caused by VLSL is another 
dimen.sion of the problem. There arc similar 
water pollution problems in Harihar, 
Davangerc, and Nanjangud. 

Plantation industry can also be a major 
source of river pollution. The pulp 
sepaiated from coffee seeds is an organic 
waste, which is nut found suitable for use 
as a fertiliser and is Iwnce thrown into 
streams. As a result the BOD level in 
some of the streams randomly tested was 
found to be as high as 2,(XK)-4,000 mg/ 
litre as against the permitted standard of 
3 mg/liire for drinking water sources. 


Compared to other major coastal states, 
the discharge of industrial and sewage 
discharges into the coastal waters of 
Karnataka is not high.** We cannot take 
comfort from the fact that Andhra Pradesh, 
Gujarat. Tamil Nadu, Kerala and Maha¬ 
rashtra discharge much more waste than 
Karnataka. Mangalore and Karwar are two 
problem areas of marine pollution. 
Mangalore is fast urbanising and both 
municipal and industrial effluents are 
released into the sea, causing both thermal 
and chemical pollution. Sewage is hardly 
treated before being released into the sea. 
Industrial units further compound the 
problem in a region which is considered 
ecologically .sensitive and fragile. The 
caustic sexia factory in Karwar is a major 
source of pollution, releasing mcrcuiy 
and chlorine into the environment. 
Marine pollution, it is feared, may affect 
both the quality and quantity of fish 
catch. 

The air pollution problem is also 
illustrated with a few typical examples. 
Hie stone crushing industrial units around 
Bangalore arc a signiricant source of air 
pollution. The stone dust is known to 
cause silicosis, a lung related health 
problem. Most of these units are small and 
scattered and do nut find it viable to install 
equipment to prevent or at least minimi.se 
Slone dust. One of the solutions to the 
problem is to restrain any unit from func¬ 
tioning which is not able to do so. But this 
means di.scouraging small units and rai.scs 
equity issues becau.se other tlrms causing 
other forms of pollution arc not similarly 
restrained. A cement factory near Tumkur 
also is considered a major source of air 
pollution, al feeling crop yields and health 
of both humans and animals in the area. 
Though equipment to minimise air 
pollution is installed, the problem of 
irregular supply of power and low quality 
of coal supplied arc reported to be coming 
in the way of effective pollution control 
The same problem also ari.ses in Gulbarga 
district which also has cement manu¬ 
facturing units. 

The state has a significant deficit in 
power supply. However, power generating 
projects also create significant environ¬ 
mental problems. Major hydroelectric 
projects can lead to submergence of forests 
rich inbitxliversity and also ot agricultural 
lands and settlements, raising problems of 
rehabilitation and resettlement. Hence 
more attention is given now to thermal 
power stations. But they also create the 
problem of fly ash, not only polluting air 
but also requiring land tor depositing fly 
ash. Raichur 'fhcrmal Plant and also the 
Cogentrix Plant well illustrate this 
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dilemma. Thoi!i:li both of them have 
equipment to reduce air pollution, the use 
of waste ash et'iiiiniies to be a problem. 
There is need lor luriher research into the 
use ot this because of the fear that the 
bncks made out oi fly ash develop cracks 
alter some lime. There is little demand for 
bricks made of tly ash. and transport costs 
excerbale the problem. According to 
newspaper reports, rc.scarch has shown 
some scope for using treated coal ash as 
tcrtiliser in cultivated areas. In semi-arid 
areas, this is reported to be increasing the 
capacity ot the soil to absorb and con.scrvc 
moisture and increase crop yields. If true, 
this IS a promising breakthrough, illu¬ 
strating how waste can be converted into 
an economic good while also solving 
environmental problems. 

VII 

Urban Environment 

Rapid uibunisation in Karnataka, as 
elsewhere, has accentuated the problems 
ot urban environment on all the three main 
fronts-- water, air. and solid wa.ste.1'hoiigh 
the rate of growth ol urban population has 
slowed down as icvcaled by the I9‘)l 
census, the urban environmental deterio¬ 
ration does not appear to have slowed 
down, thanks to accelerating vehicle 
population and inability of municipal 
corporations to cope with environmental 
problems. The major problem areas of 
urban environment in Karnataka are 
Bangalore, Hubli-Dharwar, Mangalore anil 
Bhadravati. Gulharga is also catching up 
in this regard. One prominent feature of 
these problems is that they are not coni ined 
to municipal limits and engulf periuiban 
and rural aieas as well, affecting not only 
agricultural lands hut also acquifers con¬ 
taminating the only source of drinking 
water (vi/. groundwater) in such arca.s. 
We brielly present these problems - water, 
air and .solid waste There are other 
problems also like sanitation particularly 
in slum ureas and trallic congc.stion. which 
arc not dealt with here. 

Karnataka b;is |72 corporations and 
municipalities of which l.'t9 have no 
underground drainage and not even 
primary treatment plants. Among the 
remaining .1.'^ municipalities. 26 have 
functional underground drainage facilities 
and only I.*) have primary treatment plants 
[Saldanha 1992|. The bulk of the sewage 
water is let out on land or into streams 
without any trc.itmcnt, polluting drinking 
water sources. The perception that water 
is sc.iice is yet to take hold both among 
the city dwellers and their representatives 
in municipalities and the bureaucrats 
manning them. 


Bangalore which had a population of 
4.13 million in 1991 and 4.85 million in 
1995 (c.stiniated), receives 705 million 
litres per day t MCD) of fresh water or 145 
litres per day per capita. The supply position 
is much better now compared with per 
capita per day supply of 71 litres in 1961 
and 102 litres in 1981, though this is less 
than the prescribed norm of 200 litres per 
day per capita for Cla.ss I cities as per 
international standards. The total .sewage 
flow was cMimatcd at 438 MLD (62 per 
cent of water received).^ The water supply 
as given above does not include ground 
water exploited. Similarly, sewage put into 
souk pits al.so is not included in the sewage 
How as given above. The Bangalore Water 
Supply and Sewage Board (BWSSB) was 
in established 1964 which is responsible 
for both water supply and sewage disposal 
and treatment. The main city, though not 
the oul.skirls, had a fairly well managed 
sewage system installed in I9.50.S. which 
has now become worn out and damaged 
in several places. The abuse of .sewers by 
dumping solid waste has exasperated the 
problem. There arc three sewage treatment 
plants, which arc being upgraded. Their 
combined treatment capacity is only .346 
MLD (79 per cent of sewage How), which 
is being expanded to 458 MLD. The latter 
is slightly above the prc.scnt .sewage How. 
I'hete arc facilities tor both primary and 
secondary treatment..The sludge removed 
from the primary and secondary clurifiers 
is used as fert i liser and bri ngs some revenue 
to BW,SSB (Rs 1.04 lakh in 1994-95). 
There are plants to set up tertiary treatment 
whereby the treated water can be recycled 
for industrial use. The outskirts of the city 
and slum areas do not have satisfactory 
sewage system, though the main city also 
has problems, particularly mixing up of 
storm water drains and sewage lines. 

The situation is even more dismal in 
othercitics and towns. Mysore gets 112.45 
MLD (as in 1997) or 148 per capita per 
day. It is reported to generate 35.65 MLD 
of sewage,* only 31.7 per cent of which 
is treated and that too at the primary level. 
Both <he treated and untreated wastes arc 
discharged on land, to keep the river 
Cauvery from being polluted. In the twin 
city of Hub'’-Dharwad. the water supply 
is 85.35 MLD. whtch is 119 litres per day 
per capita. It generates 82 MLD of sewage. 
Tlie city is yet to establish proper treatment 
plants, and a part of the untreated sewage 
is treated as fertiliser and a part let out into 
streams and tanks. This may have affected 
the quality of groundwater. 

.Since small indu.stries discharge their 
waste water into municipal sewage or 
drains, it aggravates the problem of waste 


water treatment. The municipalities have 
the burden of cleaning it up. They can 
charge a user fee for this service to small 
industries, and improve their financial 
resources to effectively treat waste water. 

The quality of air in mo.st of our towns 
and cities has worsened significantly in 
the last two decades main ly due to vehicu lar 
emissions. In cities like Bhadravati. 
industrial pollution is al.so an additional 
factor. Both Bangalore and Mysore arc 
covered under the national ambient air 
quality monitoring programme, llie main 
pollutants monitored underthe programme 
arc suspended particulate matter (SPM), 
sulphur dioxide and oxides of nitrogen. 
Bangalore has shown higher levels of SPM 
than standards prescribed during peak 
hours, though on average it is close to 
maximum permitted limit. (A major 
problem in as.scs.sing thc.se figures is the 
large variation in readings both over space 
and time.) Only three spot.s in Bangalore 
arc monitored - Anand Rao Circle, Amco 
Batteries, and Graphite India, but other 
spots are also emerging as highly polluted 
(c g, Richmond Circle, Sirsi Circle, and 
Chord Road i n Vijayanagar). Average SPM 
levels at Anand Rao Circle arc above 
permitted levels. liven by the end of 198()s, 
an area as large as 21 sq kms in the central 
and .south central region of the study was 
loiind to have air pollutants above limits 
permitted for residential areas | IlSc 19901. 
The situation must have worsened today 
both m intensity and area covered. 

An indication of the impact of air 
pollution in Bangalore comes from a paper 
pre.sented at a conference in Bangalore in 
Deceintier 1998 by C Rajashekara Murthy 
which showed that blood samples of 
Bangaloreans had a lead concentration of 
20 micrograms per decilitre, which is twice 
the permitted levels. I xad in blood beyond 
certain levels is feared as leading to brain 
damage. Another paper by H Paramesh at 
the same conference showed that the 
incidence of asthma in Bangalore among 
school children in the age-group of 6 to 
15 years was as high as 24.5 per cent, 
which is attributed mainly to the air 
pollution (Deccan Herald, December 14, 
1998, p4). Regrettably, similar infoimation 
on other cities is not available. 

Several suggestions have been made to 
reduce airpollution in cities-better traffic 
management to relieve congestion, 
including more roads and flyovers, stricter 
implementation of emission standards on 
vehicles, phasing out leaded petrol by the 
year 2005, replacement of two-stroke 
engines by four-stroke engines, and 
prohibition on diesel based passengercars.^ 

Solid waste is not only a nuisance 
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aesthetically but also a serious health 
hazard. It increases rat population and 
spreads disease. When dry waste is not 
collected, it is burnt by ncighbourhoixl 
people in unscientific ways releasing a lot 
of smoke and toxic gases in the air. llospiia! 
waste is aparticulariy serious health hazard, 
since crows and other birds scatter the 
a/aste from the dumped sites. There have 
been newspaper reports that used syringes 
md other gadgets are recycled by un¬ 
scrupulous traders. 

It is estimated that generation of solid 
waste in major cities is around 50 kg per 
capita per day. The solid waste generated 
in Bangalore is upwards ol 2,1XO tonnes 
per day. About 8.000 workers are employed 
by the corpoiation and 5.000 more by 
private contractors to collect and dispose 
of the waste. There arc about 12.5(X) gar¬ 
bage bins and 2.(K)0 more arc being added. 
The collection of waste is almost absent 
in outskirts and slums though the corpora¬ 
tion levies all the charges - property taxes 
and betterment levies - on the outskirts. 

The incompetence of the corporation 
has induced several voluntary efforts at 
waste collection in neighbourhood areas, 
backed by financial contribution and 
sometimes organisational help of NGOs. 
In such ureas, the citizens are persuaded 
to separate dry waste from organic waste 
and hand them over in separate bags to 
the boys who come to collect the waste. 
But the boys have often to separate the 
waste themselves, for which they are 
provided with hand gloves. (Such voluntary 
efforts however arc yet to spread, because 
ol the general feeling that when citizens 
pay property taxes to the municipal 
corporation, the corporation should 
exerci.se this rc.sponsibility.) The organic 
wa.sie is composted by the voluntary groups 
which partly finances their endeavour. 

The corporation also uses organic waste 
for compo.stmg. But only 80 tonnes of 
wa.stc per day is treated this way. The 
corporation no longer has landfill sites to 
dump waste and has to find other ways 
of wa.ste disposal. Other cities also are 
facing similar problems. Mysore is 
estimated to generate about 295 tonnes of 
wa.ste per day labout 0.39 kg per capita), 
while Hubli-pharwar generates about 215 
tonnes per day (0.3 kg per capita). The 
problems of Bangalore arc thus much 
bigger both in terms of per capita waste 
and total waste generated. But the other 
cities have not created the same facility 
for recycling (like converting organic waste 
into compost) as Bangalore. There should 
also be concerted efforts to reduce per 
capita waste generated, such as dis¬ 
couraging plastic bags, throw-away cans 


and cups, and recycling packaging material. 

Hospital waste is becoming a serious 
problem in cities. Ia;t alone small nursing 
homes, even bigger hospitals dump waste 
untreated. Instead of acting as healing 
centres, hospitals themselves become a 
source of disease. Bangalore alone is 
estimated to generate 1,400kgs of medical 
waste everyday. The corporation workers 
handle this waste without the protection 
of gloves and proper shoes. A mechanism 
is urgently needed fur collecting this waste 
separately from other wa.ste and fn>m all 
hospitals, nursing homes and clinics and 
incinerating them scicntirically and Icitmg 
off burnt air and ga.ses through high 
chimneys. This waste should not enter 
organic wa.sie used for composting. 

VIII 

Concluding Observations 

Apathy of the government machinery 
towardsenvirunmenlal problems faced by 
people has since long provoked several 
popular movements in Karnataka. Two 
types of movements coultl be discerned; 
(a) those involving livciihcxid issues linked 
to people’s access to natural resources; 
and (b) those involving health concerns, 
combined also with aesthetic con¬ 
siderations. 

A major example of the loriner is 
KusiKKir .Salyagraha and the struggle ol 
the Satnaj Parivaitan Samudaya against 
taking over of common property resources 
like grazing lands for plant ing commercial 
species required by industries. The 
opposition to planting of commercial 
species in the name of social forestry led 
to a signiticant change of policy. The 
earlier bureaucratic approach gave way to 
involving people in managing ‘waste lands' 
or grazing lands and in reforesting them 
with mixed species which people desired. 
Other examples are protests by fishermen 
and other local people against marine 
pollution by Caustic Soda Factory and 
MRPL pipeline, prole.sts again.st develop¬ 
ment projects in ecologically fragile areas 
such as in the western ghats and the coastal 
district of Dakshma Kannada. Such 
projects could deprive the local people, of 
their accc.ss lo forests, their paddy lands 
and arecanut gardens, apart from affecting 
drinking water in some cases. Shivaram 
Karanth, one of the most eminent writers 
in Kannada, was in the forefront of some 
of these movements, particularly in rallying 
people against the Kaiga Nuclear Power 
Plant in an ecologically fragile region of 
Uttara Kannada. SPS led asiruggle against 
river pollution by Harihar Polyfibres. 

An example of the second type of popu lar 
protest is the struggle against a further 


denotiftcation of 30 acres of what has 
remained of the well known Cubbon Park 
iti Bangalore, an important lung space for 
the city. It forced the 92 year old Justice 
Nittur Srinivasa Rao to join the protest in 
the street, in which he was acompanied 
also by eminent persons like Girish Kamad. 
Even D M Nanjundappa, deputy chairman 
of the state planning board, issued a public 
statement against the denotiftcation. This 
protest succeeded in making the state 
government withdraw the denotification. 
There were similar protests against the 
construction of a film complex at Sankey 
Tank in Bangalore, which would have 
dc.stroycd many trees and habitat of birds 
ill the city. 

There have also been constructive 
movements like the voluntary efforts at 
waste collection and recycling in Bangalore 
relerred to above, which, however, arc yet 
lo spread wider. 

While popular movements can force 
government machinery to shake olf its 
apathy and al.so make people environment 
conscious, they arc not by themselves a 
solution toenvironmcntal problems. Their 
major limitation is that it lakes time to 
organise them and the damage may be 
done in the meanwhile, though some of 
them emerged ‘quickly enough to stall 
official moves as in the case of Cubbon 
Park and Sankey Tank. Such organisation 
may be more difficult in rural areas with 
scattered villages. It is necessary lo take 
care of environmental problems on a more 
in.siitutionaliscd. regular, automatic basis 
instead of relying on occasional knee-jerk 
reactions. Tightening up ol environmental 
legislation and its stricter implementation 
is called for. combined with economic 
disincentives and incentives to make 
compliance more auloiualic. A wider 
.sensitisation to environmental concerns is 
al.so necessary among city dwellers, 
medical personnel, municipal councillors, 
government officialsaiid political leaders, 
more than among the rural mas.ses. 

Notes 

I't'lii.s paper is prep.ire(J by M V Nadkanii for 
ncii'ogical Economic IJnil. Inslilule for Social 
andhconoiiiicClianpc (ISIX').Baii{;alure, making 
use of inpuis Irom .Sharachehandra la:le K N 
Ninan, Syed A)nial Pasha. B Ci Kulkami (! S 
Sastry. Kamakrushna Panigrahi and .S Manusi of 
Ecological Economics Unit This is pari ol a more 
comprehensive Karnataka tx-velopmenl Report 
1999 (in progress) imlialcd by P V .Shenoi ai 
ISECI 

1 The IS.SUC of waler management and irrigation 
IS tackled m a separate chapierol the Kanialaka 
tX'vcIopmenl Report 19‘)9 (in pmgress at tSEC) 

2 Between 1987 and 1997. f>.1.()7l hectares were 
afforested in the slate (winch is only a tittle 
over 2 per cent of area under furcst.s as per 
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official land use data). Of this, the bulk of 
36,477 were arfiireslcd by Karnataka forest 
deparlment. 10. <71 hectares under joint forest 
management tmW to March 1008), 7.989 
hectare-s by Mysore Paper Mills, 5,.S 13 hectares 
by Karnataka Cashew Development Cor¬ 
poration, 1.889 hectares by Karnataka Forest 
I)cveluptnent Corporatton and 833 by Dryland 
DcvcIopiiK’nt Hoard (which co-ordinates and 
undertakes watershed development projects). 

3 Though reservation fur women and .scheduled 
castes and tnbes is provided for in the con¬ 
stitution of village foiest committees, caste 
rivairtes can pose a problem. Moreover, even 
I'ariiiers with exclusive access rights on forests 
under traditional institutional systems like 
‘buancs' and 'bettas' have the same access and 
rights to forests under VFCs. This can create 
bitterness and conflict The JFM structure 
is unable to distinguish between sections 
with different levels of dependence on the 
forests 

4 Under the erstwhile princely state of Mysore, 
thcie was a network of pasture lands ('kavals' i 
maintatned particularly to pnimote a species 
of bullocks (Ainnith Mahal) prized highly for 
sturdiness and draught power. They were 
administered by the annual husbandry 
department. Many of these kavals have now 
remained only in name, being heavily 
encroached upon. 

.3 The measures staled m the text were as reported 
by KIOCL officials, and as published m their 
brochures 

6 In million litres per day. the waste water 
discharged into the sea m descending order of 
the states is as follows: Andhra Pradesh -- 2,466 
(of which 2,116 arc fnimacqiiaculturc), Gu|arat 

- 566; Tamil Nadu - 378; Kerala - 151, 
Maharashtra-80; Karnataka - 43;Wcsl Bengal 

- 22, Goa - 12; Ponditheny - 6, Orissa - I 
(Source: Central Pollution Control Board, as 
publi.shed in CSO IW7), 

7 This seems to be an underestimate since about 
80 per cent of water rcceived is expected to 
flow into sewage. 

8 See note 7 which is applicable here loo. 

9 Diesel is signiflcantiy subsidised and produces 
mure carbon monoxide While there may be 
somejustirieationfurdiesel-based heavy public 
tiansport on social grounds, there is none for 
light mulur vehicles. 
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Reaping the Whiriwind 

Nizam and the Khilafat Movement 

Margrit Pernau*Reifeld 

Around 1918 the Nizam of Hyderabad, urgently needing support for his efforts to resist British overlordship, 
cultivated contacts with the north Indian leaders of the Khilafat movement. What the prince did not bargain 
for was the eventual spill-over into his state of the populism — anathema to him - of the national movement, 
in which the Khilafat movement had merged. 


THE princely states of India have often 
been characterised by their ‘fly-in-amber- 
quality' [Jeffry 1978], a beautiful image 
indicating that their internal structure was 
frozen long ago, perhaps with the advent 
of the British, perhaps even before that. 
Like a showpiece in a museum, they em¬ 
bodied the past and had no living relation 
to the present. Rather than as a depiction 
of reality, however, this image should be 
seen within the framework of the 
'Ideologies of the Raj’ [Metcalf 1995). 
The states, like the villages, were suppo.scd 
to constitute the real India, the ‘Indian 
India’, fundamentally different from 
British institutions and ideas, eternal and 
unchanging. 

Thomas Metcalf has shown how this 
creation of a difference came to gain 
precedence over the original liberal notion 
of fundamental equality and how it 
pervaded the relationship between the 
colonial power and the colonised in the 
19th century. This difference was not 
neutral; it implied Indian inferiority. 
Carefully pre.served. the princely states 
were nevertheless held to embtxly the 
dangers of oriental despotism. The British 
never tired of pointing out how easily the 
native rulers succumbed to the urge to 
abuse power and revert to unchecked 
autocracy unless held back by the strong 
hand of the Resident, thereby providing 
a living illustration of the need for con¬ 
tinued imperial rule. 

At the same time - and it is important 
not to separate these two strands of 
argumentation - the states had become the 
focal point of orientalist legitimation of 
government. Not only were the princes the 
‘natural leaders’ par excellence; they were 
thought to provide for the emotional wants 
and needs of the people through their style 
of governance in a way the Briti.sh them¬ 
selves could never hope to do. 

“But, if western influences are less in 
evidence in Indian India than in the India 
of the British, there is much to relieve the 
monotony of life in an Indian state. Even 
to watch your Maharaja riding on an 
elephant through the bazar is more 


entertaining than the sight of a pale-faced 
collector in his car" [Barton 1934].’ 

Any change in the princely states, even 
the recognition that change had taken place, 
that it was perpetually taking place, 
endangered this quality of ‘eternal Indian- 
ness’, a fiction the British and the princes 
were both keen' to preserve. In the 20th 
century the states were much less isolated 
from the changes taking place in British 
India than is commonly supposed, and 
theirin volvemeni was in no respect limited 
to the di.scussions of the Chamber of 
Princes and the Rou nd Table Conferences, 
which have received ample attention from 
historians [Ramu.sack 1978, Ashton 1982, 
Copland 1997). The study of the Khilafat 
movement in Hyderabad* - a movement 
strangely out of sync with the fly-in-amber 
quality and therefore largely ignored - 
allows for two interesting observations. 

(1) The fly was not separated from its 
surroundings by walls of amber. If (to 
change the metaphor) we compare politics 
to a game of chess, Hyderabadi politics 
and British Indian politics were played on 
different boards, but largely by the same 
players, and a gain of position in one of 
the games affected the other one as well. 
Power was convertible: .strong allies in 
British India affected the position of the 
Nizam vis-a-vis the British and his own 
nobles; internal policies in Hyderabad 
might make it worthwhile for British 
Indian politicians to woo him further or. 
on the contraiy. might dampen their interest 
in an alliance Some of the moves the 
Nizam made on the British Indian 
chessboard can be understood only in 
relation to the meaning they had in 
Hyderabad; on the other hand actions in 
Hyderabad - both by the ruler and the 
colonial power- were more often than not 
taken with an eye to British India. 

(2) The fly was very much alive and 
moving. Between 1914 and 1921 the 
Nizam was offered the position of the 
leader of the Indian Muslims both by the 
British and by members of the British 
Indian Khilafat movement. This standing 
was a new source of legitimation and 


thereby of power. Mir Osman Ali Khan, 
the seventh Nizam thought it possible to 
use it in addition to the traditional ideology, 
which was ha.sed on patrimoniaii.sm.^ But 
as in a game of chess the move of a single 
Hgure affects the positions and values of 
all the others, this new source of legiti 
mation, founded on the leadership of a 
popular movement, could not be u.sed 
without changing the whole system. The 
system did change. 

I 

The Indirect Rule System 

The relationship between the Nizams of 
Hyderabad and the British was based 
primarily on the treaties of 1798 and 1800, 
whose function at the time had been to 
found and stabilise a military alliance 
between two independent powers of dif¬ 
ferent strength. Though never repudiated, 
these treaties very soon ceased to reflect 
the political reality. But insofar as the 
standing of a collaborating elite depended 
not only on its acting in accordance with 
the interests of the colonial overlord but 
also on the power it could command vis- 
a-vis its clients and subjects (Robinson 
1986], both the Briti.sh and the ruler had 
an interest, in the ordinary course of events, 
to hide the actual extent of the subor¬ 
dination to which the states were being 
submitted. The treaties allowed, by their 
very existence rather than by virtue of their 
contents, recourse to the fiction of a 
relationship based on the mutual con.sent 
of free partners. 

More important for the actual relations 
were the rules and regulations which 
evolved from precedents and the general 
clause that conferred on the colonial power 
the duty to prevent misrule in any part of 
the .subcontinent and the right to take the 
necessary action. Not a clear-cut vassality 
but a vague submission of the Nizam to 
the British Crown, not .suzerainty but a 
paramountcy which escaped all definition 
other than the ominous dictum of the Butler 
Report that paramountcy must remain 
paramount, were the essence of indirect 
rule.‘‘The result was a very flexible system. 
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which pcrniiticd non intervention wlien- 
cver the British (IkI not want to intervene 
but made rcveision to a much stricter 
system ol conirol possible when they 
thought the need arose. 

In Hyderabad, the approbation of the 
colonial power via the Resident was 
necessary not only for the succession to 
the Ni/am’s throne but, at least since the 
timeol .Sir.Sular Jung I. lorthc appointment 
of a prime minister. This increased the 
dependence of state policy on the colonial 
power as it was much easier to remove a 
recalcitrant minister than a ruler protected 
by treaties. Moreover it created a permanent 
source of friction between the Ni/.am and 
his minister, a friction which allowed the 
Resident to step in and mediate whencvci 
hecho.se to.' Together with the 'lending' 
of .some senior British admmi.stratois. 
o-stensibly to ensure the upkeep ol the 
.standards of administral ion in the key areas 
of finance, revenue and police, this proved 
the main propot British power m the years 
preceding the lirsi world war. 

With the oullireak ol the war, however, 
the British shifted their priorities. I'he 
military and financial support the Ni/.am 
could extend to the war effort and his 
suppo.scd stand as the leader ot the princes 
and the Muslims were now deemed 
important for ihe interests ol the empire 
as a whole. When, Iherelore, Mir Osman 
Ali Khan proposed in November 1914 to 
dismiss his prime minister- Salar Jung III, 
grandson ol the famous minister - the 
British acquiesced and renounced, lor Ihe 
first time in over a century, to their claim 
to have a successor appointed im¬ 
mediately.^ Faridoon Mulk, a Parsi gentle¬ 
man who was known forhis administrative 
.skills as well us the ability to steer clear 
of eontliets between rival parties^ and 
who had already been re.spohsible, during 
.Salar Jang’s prune ministership, for most 
of Ihe daily adihiivslrative work, was 
eonfinnedinhisre.spon.sibilities.Tlie'lent' 
ofliecrs. too, retained Ihcirposts. Naturally 
enough, the Ni/.am rc.senled this cheek on 
Ins power. 

Ill Febniary and March 1918. MirOsman 
Ali went on a trip of some weeks to Delhi, 
Aligarh and Bombay. As .soon us he 
returned, he dismissed all his British 
advi.sers without previous warning, and 
when urgently summoned to an interview 
with Re.sideni Stuart 1-ra.ser insisted on his 
treaty rights to do so.^ While declining to 
enter Ihe Held of treaty rights. Stuail insisted 
that It hud long been customary lor the 
British to be eon.sulled in everything that 
concerned the lent officers, and that 
'Tricndlv custom was a thing apart fiom 
treaty".'' If the Ni/am insisted on the 


dismissals, the British would have to 
interpret this us an unfriendly act, apt to 
raise doubts on his loyalty. Mir Osman Ali 
understood the hidden threat and rei nsullcd 
his 'advi.ser.s'. 

Without even considering whether the 
Ni/.am's aggressiveness was politically 
motivated, the British put it down to the 
influence of natlercrs and bad advisers. 
‘The Ni/am, it seems, has behaved like 
a naughty child who away from his nurse 
at a pally has hud his head turned and gone 
back home f ull of foolish ideas, detennined 
to assert his independence - only to sober 
down and repent of his outburst on again 
coming under the influence of his mentor. 
We should. 1 think, leave the nurse to deal 
with the child More than treaties and 
usage, this imagery of the child ruler and 
the Resident as his fatherly friend 
decisively shaped the relations between a 
prince and the paramount power. It takes 
more political skill to decline the 'help' 
ol a powerful Iriend than to argue on legal 
delimitations of reciprocal rights and 
obligations. 

Mir Osman Ali. however, was no longer 
ready to act according to this script. Instead 
of submitting, he attacked the conduct ol 
the Resident, calling it undue interference 
in the internal affairs of his state. The 
British, on their part, came to the conclusion 
that they had reached a point at which the 
continuation of non-interference might 
well endanger the whole structure of 
indirect rule - which, although 'indirect', 
was nevertheless always meant to be 'rule'. 
The war being almost over, the British 
could safely opt tor more formal ways of 
control - either a return to the system of 
the dual head of administration through 
the appointment of a mini.ster or the 
c.stablishmcnt of an executive councti in 
whu.se constitution and comptisition they 
would have a leading say. 

This was Ihe situation at the eve of the 
Khilafat movement. The Nizam stood in 
urgent need of allies. He certainly could 
not iind them among the old nobility ol 
his slate - some of whom would have 
preferredihe ruleof his hall-brother Salabat 
Jah and had perhaps even been involved 
i n an ini rigue to e ITecI a change of rulers," 
while others deeply resented his continuous 
interference m their financial affairs. In 
some other situation, the classical ex¬ 
pedient ofelevaling newcomers and ruling 
through them would have been enough, 
but under the given circumstances new¬ 
comers could not wield sufficient power 
to enable the Nizam to resist the colonial 
power. Tbi' 'check to the king’ could not 
he countered on the Hyderabad! chess¬ 
board. Mir Osman Ali had to look to the 


British Indian game for new figures and 
resources. 

II 

Indian Muslims' Leader? 

To understand the emergence of the 
Nizam as the leader of the Indian Muslims, 
it is neces.sary to move back in time to the 
beginning of the world war. When it 
seemed likely in August 1914 that the 
Ottoman empire would side with Britain's 
enemies, the British were worried because 
of the possibility of a general flaring up 
ol pro-Turkiiih-sentiments in India. They 
were even more afraid of the possibility 
of their losing the loyalty of the army, 
which had an important contingent of 
Muslims. Hoping that the word of the 
Nizam as the greatest Muslim ruler of the 
subcontinent would carry weight with his 
brothers in faith, the viceroy appealed to 
him: 

"I accordingly call upon Your Highness 
to stand forth as the spokesman and leader 
of the Mahomedans in Indnand to declare 
that England’.s cau.se is both right and 
just."'’ 

The Ni/.am hesitated. On the one hand. 
Ihe offer greatly enhanced his position vis- 
a-vis not only his countrymen but also the 
colonial power, and MirOsman Ali would 
have been Ihe last person to refuse addi¬ 
tional power. On the other hand, he had 
to keep in mind the internal situation of 
Ihe I lydcrabad stale: Ihe Arab .soldiers and 
radical Muslims who hud cau.scd much 
unrest in Ihe capital city when the reference 
to the Turkish sultan had been omitted 
during Friday prayers in the great mosque 
would surely not take kindly to his siding 
with the khalifa's enemies.''^ It took ail 
the persuasive powers of the Resident to 
make the Nizam issue a manifesto rejecting 
the idea that the conflict between Great 
Britain and the Ottoman empire was a 
holy war: 

"I repeal and reiterate that in the crisis 
before us the Muhammedan inhabitants of 
India, especially the .subjects of this state 
should, if they care for their own welfare 
and prosperity, remain firm and whole¬ 
hearted in their loyalty and obedience, 
swerve not a hair's breadth from their 
devotion, to the Briti.sh government, whose 
cause I am convinced is just and right; 
keep sacred the tics which bind the subject 
people to their rulers; and la.stly, that they 
should in no case allow themselves to be 
beguiled by the wiles of anyone into a 
cause of open or secret sedition against 
the British government.”'' 

In acknowledgement of this declaration 
and of his financial help during the war, 
MirOsman Ali was awarded the traditional 
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title of ‘Faithful Ally of the British 
Government’ in 1917, and in January 1918 
he became ‘His Exalted Highness’.*^ a 
title which granted him an exceptional 
position of precedence among the Indian 
princes, none of whom was more than a 
simple ‘His Highness*. This precedence 
made it easier for him to argue that 
Hyderabad should not be subjected to the 
exercise of paramountcy on a par with the 
other states. At the same time these titles 
implied in express terms a renewal of the 
1914 offer and order to emerge as the 
leader of the Indian Muslims. 

As the Resident ob.servcd in his speech 
on the occasion of the awarding of the 
title, the fact that the Ni/am was the ruler 
of the greatest Muslim state in India and 
“the unity of Islam- that catholic tie which 
creates a bond of brotherhood between 
Mahomedans wherever they may dwell - 
have long given the Nizams of Hyderabad 
an intluence among their co-religionists 
which reaches beyond the border of the 
premier .state ...The Nizam with far-seeing 
realisation alike of the true interests of his 
co-religionists and of his duty to the kmg- 
emperor, was content with no passive 
role of loyalty but at once boldly stood 
forth as the leader and spokesman of 
Mahomedan India”. 

The first months of 1918 witnessed a 
situation which might appear classic - the 
colonial power tyring to build up a prince 
as a bulwark against developments in 
Briti.sh India which might endanger the 
empire, the prince looking for means to 
shake off the British shackles - were 1t 
not for the appearance of a third party, also 
intere.stcd in the Nizam’s prestige as a 
Muslim lulcr but offering him the role ot 
leader and figurehead of a young Muslim 
nationalism. It is almo.st certain that during 
this trip to Bombay, Delhi and Aligarh the 
Ni/am established contact with some 
leading figures ot what Francis Robinson 
called the ‘Young Party’ [Robinson 1974]. 
Two of them - Zafar Ali Khan, a former 
classmate of .Shaukat Ali, now editor of 
the influential newspaper Zamindar of 
Lahore (Minault 1982, Ha.san 1994] and 
Zulqader Khan - had long-standing 
contacts with Hyderabad. Zafar Ali was 
a former ciyil servant of Hyderabad; 
Zulqader Khan, the son of Server ul Mulk, 
private secretary to the formerNizam, had 
even been a judge of the Hyderabad High 
Court.*** 

Both these worthies had been expelled 
from the state in 1909, when the Resident 
had taken offence to some articles lam¬ 
pooning the then finance minister, Casson 
Walker. * ^ Significantly, immediately after 
his trip, the Nizam made an effort to bring 


them back to Hyderabad but was prevented 
from doing so by the British.^® Neverthe¬ 
less, he kept in contact with them through 
Abdullah Khan Khasmandi.^* 

The first result of these new connection 
was a press campaign in north India, 
probably engineered by Zafar Ali and partly 
paid forby the Nizam.^’Thetopicscovcrcd 
were those close to MirOsman All’s hean; 
the rending of the province of Berar and 
indignation against the practice of forcing 
lent officers on the state and the autocratic 
powers of the Resident. More important, 
however, were: one. a plea for the con¬ 
ferring of the titlesof ‘King of Hyderabad’ 
and ‘His Majesty’ on the Nizam (which 
would put him almost on a par with the 
king-emperor) not as a recompense for 
services rendered or in recognition of hi.s 
premier position among the princes but as 
a special boon to the Muslim community 
of India;^’ and two, the conferment of the 
title of ‘Mohi ul Millat wad Din’ (Reviver 
of the community and the faith) on the 
Nizam by the ‘UP Muslim Defence 
Association’ in October 1918.^^ 
Already, in June 1918, the Amrit.sar- 
based newspaper Vakil had claimed that 
“thanks to the pre.sent Nizam... the signs 
of improvement are visible in the spiritual 
and moral life of Muhammedans. and their 
condition is gradually regenerated. It is, 
therefore, their duty to offer him the title 
(literally giftjofMuhiul Millat wad Din."'^ 
About a month later, ‘Sitara-e-IIind’ 
suggested that the ulema of India “should 
he invited to the next annual meeting of 
the Nadwat and that they should formally 
propose the bestowal of the title Muhi ul 
Millat or Muin ul Millat wad Din”.-*’ 'I’he 
importance of this title of course lies in 


the fact that it enabled the Nizam to ba.se 
his claim to speak for all the Muslims not 
on a British instruction, as hitherto, but 
on the popular opinion of north India. Not 
only was the Nizam freed from the odium 
attached to a collaborator; he could even 
redefine his position in a way to .serve not 
the needs of the British, as hitherto, hut 
his own. 

Even after it is granted that the Nizam 
had an interest in cultivating the contact 
with Zafar Ali Khan and through him with 
Shankar Ali, the question of what induced 
the other side to cultivate the alliance 


remains open. 

Notwithstanding the image of splendid 
princely isolation in the 19th century, 
Hyderabad had from the beginning been 
deeply involved in the Aligarh movement. 
The state and private donors, most pro¬ 
minent among them the Nizam and Salar 
Jang I, had at times covered up to 30 per 
cent of the budget of the Aligarh collegc^^ 


in acknowledgement of which there had 
been plans to build a museum on the 
campus named after the Nizam and call 
the large dining room Salar Manzil.^* 
Students from Hyderabad had been sent 
the long way northward to Aligarh and 
alumni of the college were employed in 
high posts in the Nizam’s administration. 

The influence of the government of 
Hyderabad and the Nizam personally 
among the trustees of the college had 
ailways been high, and most of the men 
who took a leading part m the politics of 
the ‘old party’ were in .some way or the 
other connected with the state of 
Hyderabad. The endeavour of the ‘young 
party’ to win the Nizam as their ally might 
perhaps be seen as one among several 
moves to grab the reins of power from the 
old party.'** 

Secondly, the Nizam still rcprc.sentedan 
immen.se .source of patronage, providing 
funds lor projects^* as well as attractive 
jobs outside the direct reach of the British 
Indian admini.stration.^* Moreover, the 
n.ational movement had not yet begun to 
turn against the Indian princes in the name 
of democracy, and the prest ige they wielded 
during the first world war era was .still 
great. For some years - approximately 
l9l8to 1920-itWmedasil the emerging 
Khilafat agitation would unite not only 
Hindus and Muslims but nationalists and 
princes as well. 

Ill 

Khilafat Agitation in State 

Within the limits imposed on a ‘faithful 
ally’ who could not risk an open breach 
of this alliance - not yet at any rate - the 
Nizam tried to impress the rcque.sts of the 
Khailafatists on the colonial power. In 
March 1920, when the precarious position 
of the Turkish sultan and khalila had 
become apparent, he wrote a long letter 
warning lord Chelmsford, the viceroy that 
owing not only to the inllucnce of the 
Musi im ulema but also to cciiai n statements 
by dignitaries of the Church of England, 
the conflict between the Briti.sh and the 
Ottoman empire might become a ‘conllict 
between the Cross and the Crescent within 
the empire*. In the face of considerable 
opposition,the Nizam went on, he had 
done all he could to make the peace celebra¬ 
tions a worthy event. But now it was the 
turn of the government to accommodate 
the Indian Muslims in an area in which 
their indignation was not only dangerous 
but also unjastificd; 

“I also think their resentment, which has 
astrong religious basis, is not less provoked 
by what they consider will be a breach of 
faith on the part of the British government 
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if the pledges given during the war were 
not fulfilled No doubt is left of the 
solemnity of these pledges after what has 
been authoiitaiively stated by the premier 
and other distinguished statesmen in the 
House ol Commons...A combination of 
religious f ren/y and indignation at breach 
of taiih will he of an inten.sity the evit 
conseiiucnces <)l which may present a 
political situation of the gravest pos¬ 
sibilities. 

In spite ofthe prominence given to these 
actions of the Ni/am in the historiography 
of Hyderabad, the Khilafat movement in 
the state was limited neithertothe exchange 
ol the.se diplomatic missives nor to he a 
spontaneous imitation of events in British 
India. Once we move beyond the limited 
area on which the resident reported, 
however, the material becomes very scanty. 
Nevertheless, it seems possible to trace 
some ivf the lines which link the movement 
to the political developments of the I9ih 
century. 

I lyderahad had a long Wahabbi tradition, 
which dated back to the 1830s. when a 
brother of the Ni/am was involved in a 
conspiracy again.st the British (Kegani 
1063.19861. The 1 )coband movement was 
based on support from the princely states 
toaimich less rextent than Aligarh; never- 
thelc.ss, as eaiiy us 1876 there existed a 
group of donors in Hyderabad, which 
formalised into an association in 1895: 
The members of the association included 
princely employees, apublishcr of religious 
hooks and a religious teacher (Mctcall 
19821. 

At the same time, there must have been 
a spread of pan-Islamism in the state. Ttie 
khutba', which may he taken as an 
indicator of cliange in this held, was read 
in the name of the Mughul emperor until 
1858. Alter this date, at the instance of 
the Briti.sh. it was lead in the name ol the 
Nizams themselves. ^)n the eve ol the first 
world war, however, reading the kliutha 
in the name of the Turkish khalifa seems 
to have been a practice of some standing. 
The exact date of this second change is 
not known hut it might well be connected 
with the two years that Jamal ud Din al 
Afghani spent in Hyderabad after his 
expulsion from Egypt in 1879 [Keddi 
I968|.^‘ 

Given the scarcity of source material, 
it IS only through biographical material 
that an insight into the turn-of-the-century 
political and ideological movements which 
later merged into the Khilafat agitation is 
possible. Mauivi Abdul Qayam is found 
collecting money lor the victims of the 
Balkan war as early as in 1898 and some 
lime laterforihe Hija/. railway construction 
fund.^** ■''his tradition was taken up by his 


son, Abdul Basith, who took part in the 
organisation ol ihcTurkish relief fund and 
was leading the Hyderabad Red Crc.scent 
Society in 1912.’* The fact that the 
Anjuinan-i Khuddam-i Kaaba, too. had a 
branch m Hyderabad^^ indicates further 
that even belore the wrold war and 
Gandhi's lirst national campaigns the 
princely states had become quite permeable 
to British Indian inllucncc. 

Qayam was a close friend ol Aghomath 
Chattopadhyaya, the father of Sarojini 
Naidu, who on the invitation of Salar 
Jang I in 1878 had moved from Bengal to 
Hyderabad, where he had taken a leading 
part in the foundation of the Niz.am 
College.’’** I le and Qayam were among the 
first members of the Indian National 
Congress in Hyderabad. Here they were 
soon joined by Keshavrao Koratkar, lawyer 
by profession and president of the Arya 
Samaj .once the turn of the century, who 
supplied contacts to the leading politicians 
in Maharashtra.*'^ The Congress, at this 
stage, proved to be the meeting ground as 
well for the pan-Islamist ventures as for 
secularnalionalism and forthc movements 
propagating communal consciousness 
among the Hindus. 

I’olitical activity in Hyderabad tended 
to take the shape of educational ventures. 
In 1907 the Maralhi-spcaking community 
of Hyderabad, which was probably the 
most politically active part of the country 
until the late 1930s. decided to found an 
Anglo-Vernacular High School. Not .sur¬ 
prisingly, Keshavrao is to be found in the 
forefront of this movement. He was 
seconded by Wamaii Naik, who donated 
not only Rs 35.0(X) for the construction 
of the .school but al.so land worth another 
Rs 60,IKK). The outcome was the Vivek 
Vardhini High School, which provided 
the rallying point loi the Marathi speakers 
in the capital city."*** 

Since the beginning of the century, the 
idea of having an Urdu-medium university 
had been in the air [Mayhew 1912J. The 
idea was strongly voiced at the First 
Education Conference in 1915, where the 
leading part was again played by Abdul 
Basith - together with Muhammad 
Murtu/.a who had worked with him in the 
RedCrescen' SiKicty and Mir Akbar Ali,"*' 
another protege of Qayam and editor of 
the newspaper Sahifa*^ (which was to 
receive financial assistance in 1918 for 
carrying out a press campaign in favour 
of the Nizam and the Khilafat movement). 
The con fcrence and i ts organi sers i ecei ved 
the patronage of Akbar Hydari - then 
educational secretary of the Nizam, later 
prime minister of Hyderabad - who was 
married to a niece of Badruddin Tyabji 
and who throughout his life cultivated the 


contacts to the Bombay financiers of the 
Congress.'*^ 

So now the stage was set forthe Khilafat 
movement. The first meeting look place 
on March 16, 1920 at the grounds of the 
Vivek Vardhini High School - the choice 
of venue already indicating who the sup¬ 
porters were - and assembled about 15.(XX) 
persons. Khilafat Day was observed by a 
hartal in Hyderabad city, in which at least 
the Muslim shops took part. All the 
communities joined in a meeting the next 
day. which boasted 25,000 participants. 
The meetings were presided over in turn 
by Waman Naik, Keshavrao. Mir Akbar 
Ali and one Muhammed Asghar. who had 
qualified in Oxford for the barrister's 
calling and to have belonged to the circle 
round Abdul Basith.'’^ At this stage the 
Nizam seems to have got the idea that this 
popular agitation, which he had planned 
to use for his own aims, might outgrow 
him and become unmanageable. He there¬ 
fore issued a firman on April 4. 1920 
requiring prior permission for meetings.**^ 
Nevertheless, the next three meetings still 
numbered 10.000 to 12,(X)0 persons each. 

The terms tif the Peace of Sevres, announ¬ 
ced on May 20, reduced the sovereignty 
of the khalifa to the Turkish heartland of 
his empire and deprived him ofthe control 
ofthe holy placesof the Hijaz. This British 
had earlier passed this information on to 
the Ni/am together with an invitation to 
assist them in combating the agitation. 
Knowing that to decline such an 'invita¬ 
tion' would be as dangerous as to refuse 
th'cir'help', thcNizamimmediatcly issued 
an order forbidding all demonstrations 
without further ado. A few days later the 
leadership of the Brilish Indian Khilafat 
movement lesolved on a campaign of 
non-cooperation, to which Gandhi and his 
followers agreed shortly afterwards On 
the face of it the rupture between the 
Khilafatists and the Nizam had now 
become inevitable, and fur some time it 
seemed as if both sides were really bent 
on this rupture. 

What provoked Mir Usman Ali’s resis¬ 
tance was not the aims of the movement 
nor its struggle for the khalifa, not its anti- 
British impetus, which weakened the 
colonial power, but its methods - in which 
he very rightly saw a possible threat to this 
own government usurping the resident's 
prerogative, as it were, the Nizam for once 
took up the role of adviser and wrote to 
Lord (Thelmsford: 

“So long as it [the Khilafat movement] 
had not passed out of sober reasoning and 
judicious restraint it was entitled to my 
sympathy. As a Mussalman ruler it is but 
natural that I .should feel the break-up of 
a Muhammedan power, but it is i mpossible 
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for me to countenance proceedings that 
have avowed intentions of resistance, 
euphemistically called ‘passive’, to British 
authority - indeed again.si all authority 
...The position, as it strikes me, calls for 
action in two directions; one is to put down 
lawlessness or incitement to lawlessness 
with a strong hand, and the other is pubi iciy 
to champion the appeal to the Allied 
Powers...for reducing the severity of the 
Turkish peace terms. 

The leaders of the Khilafat movement, 
however, took cognisance primarily of the 
prohibition of meetings in Hyderabad and 
the sharp condemnation of these methods. 
Understandably, they reacted with indig¬ 
nation - some of them, however, trying 
to keep a back door open by attributing 
the Nizam’ s move either to British pressure 
or to the influence of Sir Ali Imam, who 
in the meantime had been appointed 
president of the executive council in 
Hyderabad.^’ When some north Indian 
newspapers started wondering aloud 
whether under these circumstances Mir 
Osman had not forfeited his right to the 
title of Muhi ul Millat wad Din. Mir Osman 
answered with an angry firman .stating that 
those who had awarded him the litic had 
not acquired the right to lay down the law 
for his comportment as the Ni/am: 

“I am totally at loss to comprehend why 
others should try to meddle in the affairs 
of my state, in the best interests of which, 
both political and general. I deemed it fit 
to issue prohibitive orders regarding the 
Khilafat mcetings...Thcy must not lorget 
what ‘Hafiz’ says: ‘Politicsarcbe.st known 
to theeinperors don’t worry yourself about 
them, being but a beggar”.'** 

These certainly were strong words. But 
throughout his political life the Nizam was 
known for his occasional outbursts of 
strong words, not always matched by 
action. Therefore it is not too surprising 
that in less than two wee ks time this firman 
should have been followed by another one 
expressing heartfelt sympathy for the aims 
of the Khilafat movement, giving an 
assurance of help and deploring ‘the false 
impression among the Muslims in other 
parts of India, who thought that I felt no 
sympathy for the present deplorable 
condition of the Islamic countries and of 
the holy placesof Islam’ when ‘‘forieasons 
of state and in view of political expediency 
it became necessary for me recently to 
issue a series of firmans regarding the 
Khilafat question”.^’ 

This firman brought an enthusiastic reply 
from Zafar Ah Khan: “My faith in Your 
Exalted Highness has remained unshak- 
ably firm amid the stress and storm created 
around your august personality by forces 
inimical to Islam, and I as.sure Your Exalted 


Highness that Muslim India looks up to 
you even now as the beacon of Islam in 
India and trust that you will exert your 
sovereign influence to bring about achangc 
in Lloyd George’s Turkish angle of 
vision.’’-'® 

Even 1 f the next communication of Zafar 
Ali became mote pressing - urging the 
Ni/am, as it did, to decide ’’once for ail 
whether Muslims of India...are entitled to 
approach the Sovereign of Hyderabad in 
accordance with the constitution of 
Islam”-'^' - the bonds between the 
Khilafatists and the Nizam did not break 
definitely. As late as 1921 Shaukat Ali 
addressed an appeal to the princes, and 
more specifically to the Nizam, to the 
effect that he prayed to God that “He may 
give them courage to co-operate with us. 
that they may lead us and that we may 
follow them’’.'* .At the same time, Zulqader 
Khan, by now awarded the title of Zulqader 
Jang did a stint as home secretary in 
Hyderabad." 

IV 

Aftermath of Agitation 

Although the Khilaiat agitation passed 
out of the realm of practical politics with 
Turkey it.self dive.sting the khalifa of his 
temporal powers in 1922 and abolishing 
the Khilafat in 1924, it had become loo 
powcrlul a symbol to lose its attraction lor 
all. The Ali brothers, in particular, con¬ 
tinued to search for ways and means to 
restore the institution, its binding force lor 
the Muslim world, and not lea.st. their 
oncc-prcdominant position. 

From 1924 dates a connection between 
Muhammad Ali and the ‘grand mufti’ ol 
Jerusalem. After his brother’s death in 
1930. Shaukat Ali took over and in 1931 
organised a ‘world Muslim conference m 
Palc.stinc [Chawla 198.5] with the aim ol 
offering the Khilaiat to king Fuad of Egypt 
- who after favouring the project for a 
while declined for reasons of internal 
politics - or restoring it to the former 
khalifa, Abul Majid." I’hese preparations 
were viewed with nervousness by the 
Turkish government, 'fhe British, who 
wanted neither to risk and open contlici 
with Turkey nor a rekindling of Muslim 
agitation in India,-'*-' managed to play down 
the pan-Islamic aspect of the conference 
and to reduce the agenda to the less 
contentious issues of the Hijaz railw'uy, 
the endowment of waqf for the holy cities 
and the establishment of an Islamic college 
in Jerusalem. 

It is less known, but perhaps not less 
important, that Shaukat Ali had at the 
same time tried to link the family of the 
Nizam to his pan-lslamic ventures. In 
August 1931 he visited Hyderabad. 


ostensibly to collect funds, in reality to act 
as marriage broker for the alliance of Mir 
Osman Ali ’ s two .sons, then touring Europe, 
to the daughter and the niece of the former 
khalifa. Although the Nizam consistently 
denied that the marriages had pan-Islamic 
implications, such implications could not 
have passed unnoticed by him, especially 
as the son of the heir apparent of Hyderabad 
would also become the legal heir of the 
iormer khalifa and thereby a potential 
claimant to the ‘khilaiat’. However, 
apparently he hud no intention of using 
this new strand of legitimacy in the 
immediate future. 

When Shaukat Ali nevertheless urged 
Muslims ol Bombay to “give princes 
enthusiastic reception to mark importance 
of link between Hunipe and India’’ and in 
newspaper articles drew attention to 
‘khilafutist aspect of alliance’, the Nizam 
reproached him with ’breach of con¬ 
fidence’-'^’ (which at lea.st shows that there 
had been confidential discussions related 
to this aspect) and shortly altcrwurds 
withdrew his financial support.-'^ 

On the whole, the Ni/am showed himself 
quite willing to take up the role of leader 
of the Indian Muslims - offered to him 
on dilferent occasions and on different 
conditions, both*by the Briti.sh and by the 
north Indian ‘khilafatists’.l he legitimation 
of his government implied in the statement 
that he represented the Muslims and could 
speak on their behalf as well as the potential 
lor agitation he was convinced he could 
command from now on came to occupy 
an important place in his struggle with the 
colonial power, in the Nizam’s mind, how¬ 
ever, the use of these patterns of argument¬ 
ation should and could be limited to his 
interaction with the British. Never did he 
realise that thc.se same arguments might 
provoke a change in the relations between 
liim and his subjects, basing government 
on the principle of representation of the 
people and approval by them and acknow¬ 
ledging a right to political participation. 

By reaching out for the support of parts 
of the Briti.sh Indian national movement, 
the Nizam transcended Hyderabad as his 
frame of reference and got involved in a 
political game who.se rules he understood 
but imperfectly. Originally, he had hoped 
to borrow some chess figures from the 
larger board and to move them freely on 
his own, thereby countering the British 
‘check to the king’. .Soon, however, he had 
to realise not only that the figures tended 
to develop a life of their own but that 
events on the big boards over which he 
had no control ■ such as the breaking up 
of the Hindu-Muslim unity of the Khilafat 
movement - increasingly impinged on his 
.state. 
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Perhaps ncitlicr ihc British Indian intiu- 
cncc nor (he n^e of pupulisi elements 
could be avoided in the long run. But by 
basing his government on the represent¬ 
ation and the support of the Muslims who 
i n I lydet abad eonstituted a mi norily of not 
even 20pei cent, the Ni/am certainly cho.se 
the most dangerous course for his state. 

lUtstsrnpf. It is known that the Nizam 
entcTiumed the lond hope that the Indian 
Muslims would come to his aid in his 
conflict with the government of indepen¬ 
dent India in 1947-48 over the'status of 
Hyderabad state. What contribution to this 
hope, if any, was made by the experience 
of the Khilafat movement and his family's 
potential claim to a .succession to the 
Khalilat movement and his family's 
potential claim to a succession to the khali fa 
will remain a mat ter of speculation so long 
as the Nizam's private papers are not 
opened lor research. 

Notes 

It'or then valuable siiggeslions I should like to 
thank Dieliiiar KoiherimiiKl. Oail Minault. 
Narayani Ciupla and Miishinil Massan. Mir and 
Begum Mo.i7/.am Hussain, as always, gave 
geneious encuiirageiiient. even where our reading 
of tlie pasi difrcied | 

I Tlie laci Ihal Ballon, resident m Hyderabad 


from 1925 to 19.50, was certainly one of the 
British representative in the 2f)th eentury who 
pul up the toughest fights agaiast all forms 
ol 'hadgoveminent' givesacertainunintended 
irony to the quotation. 

2 Hyderabad, remnant of the Mughal empire in 
the IJekkhan. had entered into u subsidiary 
alliance with the East India Company at the 
end of Ihc IHth century, relinquishing the 
right to external ptiliey by treaties. The same 
treaties, however, guaranteed llic internal 
autonomy of the stale and the ruler, an 
auloriomy which was succc.ssively eroded in 
Ihc course of the 19th century The treaties 
nevertheless were not revoked until 1947. The 
stale was governed by a Muslim ruler and a 
composite nohility. which was held together 
by common subscription to the tenets of 
Moghlai-l’crsian court culture. Mir Osman 
Ah Khun, the seventh Nizam, had ascended 
the throne after his father's death in 1911. See 
Pcmau-Reileld (1992). 

.5 The concept of patrimonialism is, of course. 
Max Weber's I Koth and Willieh 1968.1978|. 
Fur an extensive discussion of the notion and 
(he possibility to apply it to the Indian context 
see Blake (1979 and 1993). Kosel (1985). 

4 The iciKatcd uticinpis of the Chamber of 
Princes to induce the British to define their 
paruniuuntcy - and thereby limit their 
possibilities of intervention in the slates' 
mienial policies lu u elear-cul number of eases 
- hud led In the appointment in 1928 of a 
committee under Hareourt Butler to inquire 
into Ihc exact nature of the relations between 
(he stales and the British The disappointment 
with Butler's final report wasnneofthc reasons 


why the rulers opted for an all-India federation 
at the first round table conference, hoping the 
federal constitution would bring them the 
desired definition of paramountcy 

5 This is the reason fur what Schwenn called 
the ‘the Nizam's proverbial jealousy of his 
minister' [Schwerin 1980). 

6 Confirmation of Nawab Salar Jang Bahadur 
as minister of the Hyderabad state and his 
subsequent resignation of the post, specially 
the letter from Pinchey (resident) to Wood 
(political department), 26.11.1914, R/rfl/ 
1118 (residency records), lOLR. London 

7 A biographical sketch tracing his rise from 
the position of tahsildar to virtual prime 
minister is to be found m Rao (ND). 

8 Hyderabad Affairs 1919, Fra-ser (resident) to 
Holland (political department), 4.4.1918, 
Enclosure 1, Narrative of Events, R/l/l/635 

9 Hyderabad Affairs 1919, Fneser (resident) to 
Holland (political department). 4 4.1918. 
Enclosure 2. R/l/l/635. 

10 Hyderabad Affairs 1919. W G Neale (political 
department) to i Maffey (private secretary to 
the viceroy). 9.4 1918, R/l/l/635 

11 TheHyderabadConspiraeyCase,R/l/l/l 100. 

12 Jang and Shahjahanpuri (1980). Hyderabad 
Affairs 1919, Fraser (resident) to Wood 
(political department) 4.1.1919. R/I/1/635; 
Ibid. Note Holland ipolitical department) 
17 1. 1919; for the summing up of the relations 
between the Nizam and the different branches 
of the Paigah family .see also: Restoration of 
the Paigah Estates in Hyderabad, 1925, R/l/ 
I/I464, 

13 Quoted without date in Appendix IV to the 
letter fromthe Nizam to the viceroy. 20.7.1918, 
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MSS Eur/E264/2I (Chelmsford Collection). 
ICKJl London. 

( Hyderabad Political Notebook I, 1919, 
pp 195-97, MSS Eur/D 798/45 (Theodore 
Tasker Collection). lOLR. London. 

> Ibid, p 197 

) Speech delivered by Sir Stuart Fm.ser at a 
banquet gsven by the Nizam in honour of his 
new title and HEH's reply. R/l/l/842. 

1 ibid. Speech Fraser (resident), 15.1.1918. 

I Rao (NU), p 255. 

) Comrade. 2.5 1914. See also publication in 
Comrade. 2.5.1914 of a libellous paragraph 
regarding the expulsion of Zafor Ali Khan, 
etc, from Hyderabad in 1909. R/l/l/1 UK). 

) Hyderabad Affairs 1919, Fraser (resident) to 
Holland (political department), 4 4 1918. 
Enclosure I, Narrattve of Events. R/t/l/655. 
I Ibid. Fraser (Resident) to Holland (political 
departmont). 5-6.4.1918. 

> According to the Lahore-based Kii.thmin 
Mugazme of 28 4 1918. the Nizatn "givc.s 
Rs 225 monthly to the Pai.su Akhbar. Rs 50 
to the Qoraish (Amntsar), Rs I (X) to Al -Ba.shir 
(Elawah) and a sum unknown to the Sahita 
(Hyderabad. Uccean)”. Native Newspaper 
Reports for the Punjab. NMLR. New Delhi. 
Nevertheless, quite a number of newspapers 
which didn't figure in this li.«t were involved 
like Vakil. Aflah. Siya\at and /ximmar in 
Puniab and Silara-e Hind. Ukhunwat and 
Hml'.inn the United Provinces (Native News¬ 
paper Reports for the UP, NMLR. New Delhi) 

I Paisa-AkhlHir. 17 9 1919 
I Hyderabad Affairs 1919, Fraser (resident) 
to Wood (political dcpanincnt). 8 10 1918. 
R/1/1/635 
i Vakil. 15.6 1918 
I Silam-f Hind. 29.7 1918 
1 Lely veld (1978). p 14 See also ihc detailed 
listing of Hyderabad's contributions in Ullah 
(19.36). 

I Letyveld. pp 1.56 and 162 
1 Nor was the Hydciahadi involvement limited 
to purely educalional matters. Mehdi All 
H.isan, tilled Miihsin ul Miilk. .Sayyid Hussain 
Rilgrami, litletl Imad til Mulk and Mushtaq 
Hus.snin. tilled Viqar ul Mulk, the leading 
figures in the Simla deputation of 1906, nut 
only got their titles and substantial income 
Irom the Ni/am but for years had held impor¬ 
tant posts in Ihc adininistralion of the state 
) Robinson (1974). chapters 5 and 6. 

I His financial contributions had at no time 
been limited to Aligarh, but besides many 
other had extended to the colleges of Deoband 
[Minault. p 221 ] and Firangi Muhal as well 
(Hyderabad Affairs 1919, Report Cleveland, 
Director of Central Intelligence, 24 2 1919. 
R/l/1635). 

! Among the Muslim politicians of whom 
Francis Robinson gives a biographical sketch 
in (he appendix to his book (op cit), no less 
than 16 held appointments in Hyderabad. 

I Nizam to the Viceroy, 16 3.1920. MSS Eur/ 
E 264/24 (Chelmsford Collection) See 
APSCACHFMAP (1966), pp 30-32. 

I The impression that al Afghani hud only a 
very limited influence in Hyderabad seems to 
tern in the main on a communication from 
Sayyid Hussain Bilgrami to the government 
-of India (ibid, p 23) As al Afghani spent most 
of his lime there in writing polemics against 
Sayid Ahmad Khan, with whom Bilgrami had 
a close relation, it need perhaps not be taken 
at face value. On the other hand, in a letter 
dating from 1880, instructors from the 
Madrasa-e Aizza in Hyderabad address the 
pan-Islamist as their teacher (ibid, p 1.30). 


However, more research on the history of 
Muslim thought in the Deccan in Ihc 19th and 
20th centuries still needs to he done, befou- 
these suppositions can be substantiated oi 
falsified 

35 AP.se ACIIFMAP (1957). pp 62-73 

36 Ibid, pp 225-26. 232 

37 Robinson (1974), p 279 

38 Ibid, pp 226-37 

39 Ibid, p 1.52; APSCACHFMAP (1966). p 88 

40 APSCACHFMAP (19.57), pp 153-55 

41 'J.im'ia'Usniania'.m Yudfiar-eSilvei JiihiUu- 
(l9.36)(opcil),pp I85-87. APSCACHFMAP 
(1957), pp 2.32-3). 

42 APSCACHFMAP (1957). p 73. APS 
CACHFMAP (1966), p 41 

4.3 Narayan (1979). Rao (N D). pp 205-07 

44 APSCACHFMAP (1957). pp 250 252. 
AP.se ACHFMAP( 1966),pp29 4.3 Oucstion 
ol cominunicjimg (he Turkish Peace Tcims 
(o the more imptinanl Miilianiinadan Prim es 
and Rulers and of inviting their assistance lo 
conibal the Khikifal agitation. Represeniations 
received fromccnain rulers urging ihc revision 
ol the Peace Terms. R/l/l/668 

45 Text of the finnan in R/l/l/(i68 

46 Ni/am to Viceroy. 13 6.1920. primed in 
Freedom Snifmtr Vol IV. pp 33-34 

47 Dasliir, 8 7 1920, '/.amiiidar, 3 7 1920 
Si\u.\at. 25 8 1920 

48 Translation of Lxlraordinury Jiuida No 57 
dated 13.7 1920. K/1/668 

49 Translation ol Hxtiaordinary Jarida No (>0 
dated 26 7 1920 

50 Quoted in Nizain to V'iceroy. 12 8.1920. MSS 
Eur/E 264/25 (Chelmsford Collection) 

51 Ibid, quotation ol lelcgraiiiZular AiiloNi/um, 
) 8 1920. repeated in a letter lo the Ptshi 
Secrctaiy. Measiiies taken to pul a slop to Ihc 
allacks made by the Indian Pre .s in Hnlisli 
Indian on Ills Exalted Highness the Ni/.im 
of Hyderabad as reg.iids His Hx.illed I lighness' 
policy with refeienecio the Kliilalal movement. 
R/l/l/667 

52 ShuukatAli.S[K'eLhal theRaiputaiiuPolitical 
Conference at Ajiiu-r. 15 3 1921, ipioleJ m 
Raniu.saek, p 63 

5.3 Fortnightly ii|xirls on the internal stliialion 
of the Hyderabad state for the year 19?I. 
report for the lorinighl ending June .30, 1921. 
R/1/1/944. 

54 la:t(er Tusadsliiq Hussain. 13 10 19)1, letici 
R T Peel, India (iffn e to Secretary lo Govetn 
nncntoMndia. Home Department. 20 II 1931. 
Foreign and Political Department. Cioveiii 
ilient of India. File No F 2KI-N/.30. Serial 
Nos 1-211. National Archive of lndi.i, IVlhi 

55 Letter from G W Rendel. Foreign Olficc, 
London, to Under Seeretary ol Suite. India 
Office. 20 10 1931, File No 538 p (.Secret) ol 
1931 Senal No, 1-26. NAI 

56 Telegram Resident to Polindia. 21 11 1931. 
Marriages of the uins of HEH the Ni/am to 
Turkish Princesses, 1931-35. I7P and .S/1 t/ 
1207. 

57 Letter Gibson to Watson, 26.1 l.l93l,Mumage 
of the .sons ol HEH the Nizam lo Turkish 
Princesses. R/2/73/l()2 
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Agricultural Tenancy and Interlinked 
Transactions - n 

Neoclassical and Marxist Approaches 

Mamata Swain 

This article attempts to study the interlinked land, labour, credit and output contracts observed in Orissa 
in recent years. The extent of occurrence of these contracts and their modality are analysed. The applicability 
of the neoclassical and Marxist approaches to interlinkaf’e is examined. 

This article appears in two parts. The first part e.xamined the features of. tenancy contracts, causes of 
their incidence and persistence and characteristics of lessors and lessees in the survey area. Tenancy is 
not an isolated phenomenon. It is to he studied in relation to transactions in other factor markets with 
which It is very often interlocked. Therefore, this, the .second part deals with interlinked tenancy contracts. 


I 

Introfiucti<m 

IN iindcnleveioped rural areas il is very 
(ifteii observed dial icnaney contracis are 
Intel locked with transactions in other 
markets like credit, labour and marketing: 
ol crop produce The implications of 
interlinking ot factor markets and its 
repercussion on larm economy are viewed 
dilfereiilly by the neoclassicals and the 
Marxists. Bharadwaj (Id74), in the Marx¬ 
ist tradition argues that due to the 
interlinked nature of Iran.saclions, the neo¬ 
classical individualist market Iramework 
is not applicable to (he sort of multiple 
exchanges observed m backwaril agricul¬ 
ture. And she suggests an alternative 
classical Marxist Iramework to explain 
the interlinked deals in terms of surplus 
extraction. Kharadwai (1974:4) notes that 
"such interlinking ol markets increases 
the exploitative power ol the stronger 
sections because, while there could be 
limits to exploitation in any one market 
-due to traditions or conventions ■ or due 
to economic factoi'- the interpenetration 
of markets allows them to disperse exploi¬ 
tation over the dillerent markets and to 
phase out exploitation over time as well." 

For a neat exposition of Marxist inter¬ 
pretation of interlinkage Rhaduri's( 1983a) 
model of interlinked tenancy and credit 
contract may be cited. Bhaduri argues that 
in backward agriculture the market iorces 
are incipient and not adequately devel¬ 
oped. This inadequately developed mar¬ 
ket forms the basis ol pre-capitalist or 
.semi-feudalistic exploitation. Bhaduri 
points out that the involvement of peas¬ 
ants in market transactions is not triggered 
by the motive of ‘gains from trade’ but 
under compulsion of subsi.stence consump¬ 
tion needs whieh arc to be met by entering 
into loan transactions with the dominant 


party The simultaneous operation ol two 
methods ol surplus extraction tn the form 
of rent as well as usurious extraction tends 
to Increasc the total claims on the peasant' s 
produce by the expropriating class, rhiis 
by interlinking the credit and land market, 
the landowner wields semi-feudalistic 
power over the tenant and brings the tenant 
under his perpetual control subjugating 
him to a kind of serfdom. Thus Bhaduri's 
view resembles the cla.ssical form where 
the pre-capitali.st relations arc a direct 
relationship of domination and subordi¬ 
nation between the nilingclas.scs and direct 
producers unmediated through the market 
and they are thus characterised by extra- 
economic coercion. 

Bardhan (19X4), a noted exponent ol the 
neoclassical approach contradicts 
Bhaduri's view and emphasises that even 
though organised markets arc not fully 
developed, economic propositions rcganl- 
mg niral transactions based on market 
imperfection will not be far from reality. 
Bardhan as.serts that interlinkage reinlorccs 
the impact of imperfection in each market. 
Interlinked personalised transactions by 
their very nature act a.s a formidable barrier 
to entry for third parties and is thus a 
source <if additional monopoly power for 
the dominant partner in such transactions. 
Interlinking of transactions in different 
markets is also a very effective way for 
the dominant party to avoid .social or legal 
controls or -harging high prices if control 
on prices is not uniform in all markets or 
prices adjust at different speed in different 
markets. He cmphasi.ses that the neoclas¬ 
sical tools to explain and study thc'impact 
of market imperfections can be used to 
study interlinked transactions in backward 
agriculture. 

In contrast to Bhaduri. Bardhan does not 
have such a pessimistic view of interlinked 
contracts. In explaining the existence of 


attached labourer arrangement, for ex¬ 
ample. Bardhan (1984) notes that it is “the 
employee’s need for job .security and the 
employer's need for a dependable and 
readily available source of labour supply 
and not feudal subordination that provides 
the major motivation for a predominantly 
market relationship between the attached 
labourer and his master". 'Titus, the relation¬ 
ship is viewed as symbiotic rather than a 
dominant-depressed class relationship. 
With this theoretical underpinning, in (he 
lollowing sections we attempt to analyse 
the kind of interlinked contracts observed 
in our study villages to examine the ap¬ 
plicability of (he neoclassical and (he 
Marxist approach to interlinkage. 

II 

Interlinked Tenancy and Credit 
Transactions 

The role of tenancy as a credit system, 
i c. the landUird providing production loans 
to the resource poor tenants to undenake 
cultivation has been emphasised by many 
starting from classical writers like Smith 
(19b9:490). Turgot to neoclassicists like 
Marshall (1961:644); Braverman and 
.Stiglitz (1982) and Marx (1974) as well. 
Also, a tenant receiving consumption loan 
from the landowner at times of need and 
thus tenancy acting as an insurance against 
hunger has been depicted by Scott 
(1976:46) in his moral economy approach 
to village production relations. 

In our study villages, some of the ten¬ 
ants are found to borrow from their les.sors 
(Table I). As a result, the land, labour and 
credit contracts get interlocked. In 
Charapara a pure tenant has borrowed 
Rs 1 .cioo from the landowner to incur ex- 
pcn.scs on the funeral ceremony of his 
father. The interest rate charged on the 
loan is extremely high at 60 per cent 
per annum and the contract is that the 
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principal amount along with the interest 
will be repaid in terms of labour on the 
lessor's field. Usually when a loanis repaid 
in terms of labour the wage payment that 
is being adjusted towards loan repayment 
is calculated at a lower wage rate than the 
prevailing market rate, i e, Rs 8 per day 
when the prevailing .wage rate is Rs 10 
per day. Thus, it involves additional 
implicit interest charges. It is to be noted 
that the minimum wage rate for unskilled 
agricultural labourers as declared by the 
government of Oris.sa was then Rs 25 per 
day. 

In Harinababi a part-tenant has bor¬ 
rowed Rs 400 from his lessor for culti¬ 
vation. Here the contract is that he will 
repay the loan in terms of paddy at the 
market price just after harvest. As the 
harvest price of paddy is low, an implicit 
interest is charged. In the non-irrigated 
village Sandhagaon one part-tenant and 
two pure tenants have borrowed from their 
lessors. The part-tenant had borrowed 
Rs 50 which he repaid in cash by selling 
straw. Two pure tenants have biuTowed 
Rs 200 and Rs 300 at 60 per cent interest 
rate which they will repay in terms of 
labour. 

From all the above instances it is found 
that the loans from the les.sors are not 
interest free. And the interest ratescharged 
whether explicit or implicit arc quite high. 
Moreover, the landowners who are having 
additional sources of income from salary 
or small bu.siness other than agriculture 
are lending to the tenants. 

In backward agriculture the interest rates 
charged on privately made loans are often 
exorbitant. Table 2 shows that the interest 
rate when charged explicitly is extremely 
high, i c. either 60 per cent or 120 per cent, 
whereas the interest rate in the formal 
sector is only 12 per cent. The reasons for 
usurious interest rates prevailing in back¬ 
ward agriculture base been probed by 
many economists. Thedifferent viewpoints 
can broadly be categorised into three 
schools of thought, viz, the lenders’ risk 
hypothesis, the default hypothesis and the 
theory of intcrlinkage. 

According to the lender’s risk hypoth¬ 
esis propounded by Bottomicy (1963), 
while advancing loans the lender faces the 
risk of default and the lender has to add 
a premium to the opportunity cost of money 
to cover the likely loss of capital due to 
default. Once this risk of default is taken 
into account, the effective interest rate 
may turn out to be no higher than its 
counterpart in the organised sector. Con¬ 
sequently there is no real room for arbitrage 
and high interest rates persist unabated. 
But this lender's ri.sk hypothesis has been 


vehemently criticised as the moneylender 
is always ^e dominant party in the loan 
transaction because of his large resource 
base and monopoly position. In the spe¬ 
cific power relations that prevail in village 
communities, it is very unlikely that the 
borrower can default the loan and go 
scotfree. Thus the lender's risk is more 
myth than reality and the lender is rational 
enough to extend loans only against col¬ 
lateral kept as security. And in case the 
borrower defaults, the collateral is confis¬ 
cated by the lender. 

Knowledge of this social fact prompted 
Bhaduri (1977) to expound his ‘default 
hypothesis' which says that the lender 
deliberately raises the interest rate to cause 
default and confiscates tte collateral kept 
as security. In Bhaduri’s model the es¬ 
sence of usurious extraction lies in under¬ 
valuation of collateral. Here the concept 
of interlinkage creeps in through the back 
door, though Bhaduri (1977) has nowhere 
explicitly considered interlinkage in his 
m^el. In Bhaduri's schema credit market 
is characterised by risk of default, there 
is a tendency for the credit market to be 
interlinked with the asset market to pro¬ 
vide insurance against ri.sk of default 
ISwain 1986]. Rao (1980) questions the 
theoretical adequacy of Bhaduri's model 
on the ground that it fails to capture the 
essence of credit phenomenon in back¬ 
ward agriculture by focusing on exchange 
categories rather than production relations 
or real power relations. In Bhaduri' s model 
the limits to credit relation are set not by 
personal or class power but by organised 
credit market. Rao (1980) in the typical 
Marxist tradition argues that the economic 
power relations between borrowers and 
lenders arc the chief determinants if the 
interest rates on credit transactions bi rural 
areas. The distinction between lenders as 
a group and borrowers as a group is a cla.s.s 
distinction reflecting unequal distribution 
of control over the means of production 
and subsistence. 

In our study villages different types of 


linked credit conincts are observed as 
shown in Table 3. In village Charapara it 
was found that four years back an had 
borrowed Rs 800by mortgaging 0.64 acres 
of non-irrigated land with a large farmer 
of the nearby village which he has not yet 
been able to repay. The condition was that 
when he repays the loan, he would get 
back his laiid. As long as full repayment 
of the loan has not been made, the lender 
cultivates the land and retains the crop 
produce as interest charged towards the 
loan. 

By contrast, in the non-irrigated village 
Sandhagaon a landless pure tenant is found 
to advance Rs 700 to the landowner with 
the .stipulation that he will cultivate the 
landowner’s 2 acres of land and retain the 
entire crop produce until the latulowner 
repays the loan in full. And he is culti 
vating the land for the last four years. The 
occurrence of this type of reverse usufruc¬ 
tuary mortgage in dry land areas is also 
mentioned by Jodha( 1981) and Sri vastava 
(1989a). Another ca.se of interlinked asset 
and credit contract is also observed in this 
village. A landle.ss ca.sual labourer has 
borrowed Rs 1,500 by placing his gold 
necklace as collateral near a large fanner 
in the nearby village. The market value 
of the necklace will be about Rs 3,000 and 
he is permitted to borrow up to Rs 1,500, 
i e, half of its price. He is also charged 
60 per cent interest rate. When he repays 
the loan, he will get back his necklace. 
Thus in an hour of need the village poor 
mortgage whatever assets they po.s.sess to 
get a loan. Whereas the landed classes are 
found to borrow from instimtional sources 
like commercial banks and co-operatives 
against gold or land kept as collateral, the 
rural poor do not have such access. It is 
the poverty of the resource poor house 
holds that compels them to borrow from 
private sources even at usurious interest 
rates. 

However, no landless poor households 
reported losing land due to non-repay¬ 
ment of loan excepting one case witnessed 


Tabu I: Linksb TtNANCv Contxacts 


Village/ 

Category 


.SI 

No 


Borrowing Amount Interest Purpose Mode of 
from Repaid Rate of Repay- 

Lessor Per Cent Borrowing ment 

(Rs) (Rs) Per Year 


Years Lessor's 
with Income 
Lessor Source 


Charapara 

PT 1 

1000 


60 

ceremonial 

labour 

4 

C and S 

Hannababi 

OT 1 

400 


. 

cultivation 

crop 

5 

C 

Sandhagaon 

OT 1 

.30 

50 


cultivation 

ca.sh 

10 

4 

s 

PT 2 

200 


60 

ceremonial 

labour 

10 

C and S 

PT 3 

300 

- 

60 

consumption 

labour 

1 

Cand S 


Noif. C - Cultivation; .S - Salary. 
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in Charapara. In Charapara all the landless 
scheduled casic.s reported that their ances¬ 
tors did not own any cultivable land. Only 
one higher ca.stc widow in Charapara said 
that 50 years back she lost herentirc holding 
as the moneylender confiscated all of her 
land due to non-repayment of loan. This 
agriculturist inoncylcnderand his younger 
brother together had owned about 45 acres 
of land. Due to disintegration of joint 
family when the land was divided each 
inherited 22.5 acres of land. After their 
death the land was further divided among 
their sons. One had live sons and the other 
brother had three sons. Thus ultimately 
the landholding si/e of the present heirs 
come to less than 7 acres per hou.schold. 
Ail of their family members arc settled in 
cities and they arc now selling their land. 
Thus the offspring of big farmers arc 
gradually becoming detached from culti¬ 
vation. Due to population growth. Hindu 
law of inheritance and sub-division of 
landholding, the average operational 
holding si/e is gradually declining. As a 
result, large farmers having enough sur¬ 
plus to engage in usury arc rarely found 
in the villiigcs. Thus a Bhaduri-type ex¬ 
ploitative moneylender is no longer found 
in the villages under study though in the 
past such a class did exist. There aic many 
novels in Oriya depicting the exploitative 
characterof the /amindari class [Pati 1992] 
but that class no longer exists. 

Recently there has been a spurt of lit¬ 
erature on interlinkage which propounds 
that if no interest rate is charged this docs 
not mean an absence of u.sury, since there 
may be implicit interest charge in the form 
of a lower wage payment or purchase of 
crops at less than the ruling market price 
from the borrower. In order to examine 
this, according to the mode of charging 
interest we have divided private loans into 
three categories; with explicit interest, 
implicit interest .ii'J zero interest. 

Table 2 shows that in the ca.se of the 
landowning class u major proportion of 
loan is from friends and relatives, where 
no interest rate is charged. Usually a 
landowner burrows from his relatives and 
friends at the time of his daughter’s 
marriage. But in the case of landless 
labourers and pure tenants the loans are 
charged either explicit or implicit interest. 
In Sandhagaon a significant proportion <4 
borrowing by the landless cla.ss are charged 
at a zero interest rate. But the fact is that 
they have borrowed from a shopkeeper 
from the nearby village from whom they 
buy all their griKerie,s. This loan from the 
shopkeeper may be interpreted as having 
implicit interest charges. Bccau.se only the 
regular customers of the shopkeeper are 


eligible to get loans. And the shopkeeper 
charges higher prices, about 10 to IS per 
cent higher than the prices charged by 
nearby town shops. 

Ill 

Interlikage between Labour 
and Credit 

In backward agriculture, the boundaries 
of the village labour market are often 
narrowly delimited and heavily depen¬ 
dent on social and territorial affinities. 
Personal knowledge of the employers in 
relation to the work capacity, reliability 
and trustworthiness of particular labourers 
plays a crucial role in hiring labour 
IBardhan and Rudra 1985]. The.se affini¬ 
ties are often cemented by relationship of 
regular consumption credit, provision of 
rent-free land or homestead land and wage 
advances. In the ab.scncc of any developed 
market for credit and insurance these 
interlinked transactions act as an imper¬ 
fect substitute and perpetuate the territo¬ 
rial segmentation of the labour market 
even in adjacent areas. In this section we 
will analyse loans linked with labour, 
employment of semi-attached labourers 
and farm servants in our study villages. 

Table 3 shows that in village Charapara 
landless labourers have taken loans of 
Rs 1,850 against the promi.se of future 
labour in the lender’s field. When a labourer 
repays loans in terms a*' labour he is paid 
a lower wage than the prevailing market 
wage rate and thus implicit interest is 
charged. In Sandhagaon afso a landless 
casual labourer has taken a loan of Rs 1 SO 
which he will repay in terms of labour. 


Table 2: Distribution or Privatf 1.oan by Interest Charged and Farmer Clas.s 

(Rupees) 


Village/ 

Category 

Total 

Frivatc 

Loan 

Explicit 

Interest 

Charged 

Interest 

Rate Fer Cent 
Per Annum 

Implicit 

Interest 

Charged 

Zero 

Interest 

Ch.trged 

Charapara 

MF 

21,800 

6.000 

60 

800 

15,000 

.SF 

2\(W0 

3.000 

120 

- 

20.000 

MDF 

17,000 

- 

- 

- 

I7,(MX) 

LF 

- 

- 

- 

- 


FT 

1,400 

I.OtK) 

60 

- 

400 

LL 

1.9.M) 

- 

- 

1.850 

100 

Others 

Total 

40 

IS.S,l“0 

40 

to.o-to 

120 

2.650 

52.500 

Hannababi 

MF 

10.200 

- 

- 

200 

10,000 

SF 

400 

- 

- 

400 

- 

MDF 

700 

700 

60 

- 

- 

Total 

ll.;30() 

700 


600 

10.000 

Sandhagaoii 

MF 

3.000 

_ 



3,000 

SF 

- 

- 

- 

- 

- 

MDF 

- 

- 

- 

- 

- 

FT 

I2..100 

1.300 

60 

- 

11,000 

LL 

6,550 

5.200 

60 

1.50 

1.200 

Others 

3,0(K) 

- 

- 

- 

3,000 

Total 

24,8.50 

6.500 

- 

150 

18,200 


The landless class possess only their labour 
which they can pledge to get a loan. 

Attached labourers are found only in the 
irrigated villages. In the irrigated villages, 
as agricultural operations are undertaken 
throughout the year and availability of 
labour is an acute problem at peak periods, 
the medium and large fanners prefer to 
make labour tying arrangements with the 
labourers by providing them land for 
cultivation or homestead land, so that the 
labourer is compelled to work for the 
employer when the employer is in need 
of his service. The labourer is paid wages 
for the days he works for the employer. 
Details regarding attached labourers are 
given in Table 4. The contract is usually 
agreed in the month of March and for one 
year which may be renewed after comple¬ 
tion of the year. The landowner provides 
some homestead land or land for cultiva¬ 
tion to the labourer for the period of 
contract, for which the labourer becomes 
attached to the employer. If the contract 
is not renewed or violated then the land- 
owner takes hack the land. The attached 
labourer can cultivate his own land only 
when his employer does not have enough 
work for him. 

The attached labourers are paid a wage 
rate less than the prevailing wage rate. As 
the table shows, the wage rate varies from 
individual to individual. The wage rate 
increases with years of employment. The 
attached labcruier who has remained at¬ 
tached for the last 30 years is receiving 
a daily wage of Rs 10 whereas others gel 
Rs 8 or Rs 9 per day, as against the 
prevailing wage rate of Rs 12 per day. The 
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attached labourers reported an increase of 
Re 1 in wage rate over last year. In a year 
they work for the employer for about 300 
days. When the employer does not have 
enough work, the attached labourer has 
the freedom to work for other employers. 
In Charapara one attached labourer is paid 
in kind for 200 days. The cash equivalent 
of paddy that he gets as wage is Rs 8..S0 
per day. Nowadays the attached labourers 
prefer to be paid in cash as cash readily 
buys rice from the market whereas they 
have to prepare chaula (uncooked rice) 
from paddy. In Harinababi one MDF has 
kept an attached labourer and he is paid 
Rs 300 in addition to his usual daily wage 
but no land is allotted to him. 

The attached labourers usually bonow 
from their employers at the time of their 
need either in cash or in kind and repay 
it in terms of labour at the usual wage rate 
in which they are paid. In the table it is 
shown that two attached labourers have 
borrowed Rs 200 and Rs 6(X) which they 
have repaid in terms of labour. One at¬ 
tached labourer takes an advance in kind 
(paddy ) from the employer which he repays 
in terms of labour. 

Prior to their present employment all the 
attached labourers were working as casual 
labourers. All of them reported that their 
other family members (like wife or father) 
are working under theiremployers as casual 
labourers. Engaging of attached labourers 
has decreased whereas the employment of 
farm servants or fully attached labourers 
is on the increase. This is because the 
resident labourers are no longer interested 
in labour tying arrangements with land- 
owners, as they are getting work round the 
year. The big farmers keep farm .servants 
to get dependable labour at any hour of the 
day. The arrangements regarding employ¬ 
ment of farm servants are discussed below. 

The big fanners sometimes advance 
loans to some labourers to buy their loy¬ 
alty and to avert their group assertiveness 
in collective bargaining. In this regard 
Bhalla's (1976) study in Haryana reveals 
that the landowners employ some trust¬ 
worthy workers as permanently attached 
labourers who supervise the work of casual 
labourers and this arrangement works as 
a check on cljuss solidarity. These workers 
who are willing to make required 
behavioural adjustments are paid wages 
above their marginal products as tied rent 
or ability rent. 

Findings regarding farm .servant par¬ 
ticulars in our study villages are 
summarised in Table S. In Charapara and 
Harinababi the medium and large farmer 
owner cultivators keep farm servants to 
get dependable labour supply at their beck 


and call. Usually a big farmer keeps an 
attached labourer, a farm servant and a 
cowherd to get dependable labour supply. 
The table reveals that out of nine farm 
servants five are from tribal areas and arc 
scheduled tribes. All of these immigrants 
from tribal areas have owned land (non- 
irrigated) in their native place. But they 
have migrated to irrigated areas; because 
their native place is droughtprone and 
what they produce is insufficient for their 
consumption requirements. Wageemploy- 
ment, moreover, is not available. All of 
them have come from one district. 
Keonjhar, as the first immigrant gradually 
brings his friends and relatives to be 
employed in the village. 

The contract is made for one year. In 
the case of immigrant tribals the period 
of contract is from January to January as 
in their native place a new year starts from 
a festival called ‘Makara' which falls in 
the month of January. But the local farm 
servants are employed from March to 
March when agricultural operations for 
kharif paddy start. The immigrant farm 
servants stay in the landowner's house and 
their maintenance expenses are borne by 
the employer. Also, they are paid salaries 
varying from Rs 1,000 to Rs 1,800 per 
annum. The farm servants who arc asso¬ 
ciated with a single employer for many 
yeais arc paid more and every year their 
salary increases by about Rs 100. They 
u.sually work for 10 hours a day which 
includes field and domestic work. Some¬ 
times they supervise the work of the casual 
labourers. All the employers of farm 


servants have extra income other than 
cultivation like professional, salary, re¬ 
mittances and pension, etc. The native 
farm servants usually take cash advances 
at the beginning of the contract year which 
they repay in terms of labour. But immi¬ 
grant tribals areapaid after the completion 
of contract perit^. The farm servants are 
given clothing twice in a year on the main 
Oriya festivals 'Raja' and ‘Dussehra’. 

In the case of the non-irrigated village 
Sandhagaon even marginal farmers and 
landless tenants who have other sources 
of income keep farm servants. These 
servants are called a.s ‘halia’(ploughmen). 
The contract is made from March to March 
and in most ca.scs salary is fixed on a 
monthly basis in contrast to the annual 
payment made in the irrigated villages. As 
the employers are salary holders they 
engage farm servants to undertake agri¬ 
cultural operations and also to supervise 
the work of other hired casual labourers. 
In Sandhagaon five out of six farm ser¬ 
vants arc immigrants from jungle areas 
and four of them have possessed land in 
their native places. They also cite the same 
rca.son as the farm .servants of irrigated 
villages for their migration. But interest¬ 
ingly one of them reported that in his 
native place he* had borrowed Rs 1,000 
from a private moneylender at 60 per cent 
interest to buy a young bullock. In order 
to repay the loan he has migrated to this 
village to earn money. Thus, exploitation 
in one village has its repercussion on 
another village and shapes production 
relations in the target village. 


Table .1. Di.srRiBiiTioN of Commem'iai. Pkivatf Loan among Diherent Linki:U TRAN.SA(-noNS 

BY Farmer Clas.s 

(Rupees) 


Village/ 

Category 

Commercial 

Private 

Loan 

Linked 

Loan 

Per Cent of 
Total 

Linked 

with 

Tenancy 

Linked 

with 

Labour 

Linked 

with 

Asset 

Linked 

with 

Produce 

Charapara 

MF 

6,K0O 

800 

11.8 

- 

- 

8(K) 


SF 

.t.lMK) 

- 

- 

- 

- 

- 

- 

MDF 

- 

- 

- 

- 

- 


- 

LF 

- 

- 

- 

- 

- 

- 

- 

PT 

1.000 

1,000 

I(K) 0 

1,000 

- 

- 

- 

LL 

1.850 

1.8.50 

100.0 

- 

1,8.50 

- 

- 

Others 

40 

- 

~ 

- 

- 

- 

- 

Total 

12.690 

3.6.50 

28.8 

1,000 

1,8.50 

800 

- 

Harinababi 

MF 

200 

200 

KW.O 

- 

- 

- 

200 

SF 

4(K) 

400 

100.0 

400 

- 

- 

- 

MDF 

700 

- 

- 

- 

- 

- 

- 

Total 

I..500 

600 

46.2 

400 

- 

- 

200 

Sandhagaon 

MF 

- 

- 

- 

- 


- 

- 

SF 

- 

- 


- 

- 

- 

- 

MDF 

- 

- 

- 

- 

- 

- 

- 

PT 

L.fOO 

I.3(K) 

- 

- 

- 

- 

- 

LCL 

s.tsn 

1,6.50 

- 

- 

150 

I..50() 

- 

Others 

- 

- 

- 

- 

- 

- 

- 

Total 

6.650 

2.950 

- 

- 

150 

1,500 
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This particular instance made the author 
speculate that interlinked transactions may 
be observed in a particular place not 
because of existence of poverty or unequal 
exchange relationship in that particular 
area but because of prevalence of poverty 
somewhere else. For example, in Punjid) 
the employment of farm servants is on the 
increa.se and most of these farm servants 
are immigrants from backward and poor 
states like Orissa and Madhya Pradesh. 
Jobbers having connections vrith big farm¬ 
ers in Punjab regularly come to the 
dmughtprone villages in Orissa and ad¬ 
vance loans to the family members of the 
labourer who is contracted to work in 
Punjab for one year. In Punjabthe labourers 
are given a fixed ration per week and no 
cash and they are compelled to work hard. 
Thus poverty in Orissa helps in the per¬ 
petuation of interlinked transactions in 
Punjab. 

Likewise in our study area landowners 
from the irrigated villages go to tribal 
areas in quest of farm servants and the ex¬ 


resident fum servants have now become 
casual labourers. Also the landowners are 
no more interested in keeping resident 
farm servants as they do not stay in the 
landowner’s house and hence are not 
available at all times. During our survey 
many large farmers tvere found to grumble 
that the resident farm servants sometimes 
do not come to work on the pretext of 
illness when they are actually doing other 
highly paid woilc in marriage ceremonies. 
Also, marginal farmers who were tenants 
and are now hiring out labour in Charapara 
and Harinababi have mi^ated to Cidcutta 
and are employed there in unskilled manual 
work as gardeners, cleaners and watch¬ 
men in private companies. There they do 
not have any job security and the company 
did not pay them their full salary even 
once as it incuired a loss. Therefore, inter¬ 
linkage is no more to be considered as an 
intravillagc phenomenon. With overall 
development and with the improvement 
in transport and communication facilities 
the mobility of the depressed class has of 


course increased but from one set of 
exploitation they enter into another at a 
different place and thus interlinkage has 
crossed village boundaries. In a vast 
country like India there is large scope for 
migraticMi and as long as unbalanced re¬ 
gional development and inequality remain 
interlinkage will occur. 

IV 

Interlinkage between Credit 
and Produce 

In underdeveloped rural areas returns 
from cultivation are often low and insuf¬ 
ficient for internal financing. Institutional 
finance hardly meets the credit require¬ 
ments of the farmers. As a result private 
trader-lenders are emerging in the vil¬ 
lages. Usually, the trader-moneylenders 
advance loans for the cultivation of cash 
crops like jute at the time of sowing or 
uunsplanting with the condition that after 
harvest the cultivator will sell the crop to 
the lender at a predetermined price irre¬ 
spective of the market price. Conditions 


Tam.e 4 ; AiTArHEo Labour Detaiu: Irrigated Villages 


Caste Residence Wage Wage Days Loan Amount Mode Years Previous Given by Employer's 

Cash Kind Working From Repaid of Employed Occupa- Employer Operational 

(Rs/Day) Paddy Per Year Employer (Rs) Payment tion Land Homestead Holding 

(Kgs) (Rs) (Acres) (Acres) (Acres) 


Charapara 


SC 

R 

8 

- 

.100 

200 

200 

labour 

1 

CL 

0.24 

- 

16.50 

sc 

AV 

10 

5* 

.100 

«« 

- 

labour 

10 

CL 

0.28 

- 

14.52 

sc R 

Hannababi 

9 

- 

100 

600 

100 

labour 

2 

CL 

— 

0.28 

11.52 

SC 

AV 

9 

- 

100 

- 

- 

- 

2 

CL 

RslOO 

- 

6.00 


Notes : * Cash equivalent of paddy is Rs.S.SO per day, he is paid in kind for about 200 days. 
** He take.s advances in kind which he repays in terms of labour at the usual wage rale. 

R: Resides in the village; AV- Resides in adjacent village. 


Table 5 : Farm Servaivt Particulars 


Caste 

Owned 
Land N1 
(Acres) 

Resi¬ 

dence 

Immigrant from (Kms) 

Annual 

Salary 

(Rs) 

Advance 

Years 

Emp¬ 

loyed 

Previous 

Occupa¬ 

tion 

Fanner 

Category 

Employer Details 


0-.50 

50-100 

-t-lOO 

(Rs) 

Class 

Holding 

Income 

Charapara 
•1 SC 


AV 




1,500 

100 

1 

DS 

OC 

LF 

17.50 

PR 

•2 SC 

- 

R 

- 

- 

- 

960 

- 

1 

- 

OC 

LF 

17 50 

PR 

1 ST 

5.<X) 

_ 

- 

- 

y 

1,800 

- 

11 

- 

OC 

LF 

14..52 

RM 

4 ST 

6.00 

- 

- 

_ 

y 

1.000 

- 

1 

AL 

OC 

MDF 

6.84 

P;RM 

5 SF 

1.50 

- 

- 

- 

y 

1.600 

- 

1 

FS 

OC 

LF 

•16.50 

SE.RM 

6 SC 

- 

R 

- 

_ 


1,800 

1.50 

1 

FS 

OC 

LF 

12.00 

SE. RM 

7 SC 

- 

R 

- 

- 

- 

1,200 

1.000 

4 

CL 

OC 

LF 

12.00 

S, RM 

Harinababi 

1 ST 

1.00 




y 

1,400 


2 

FS 

OC 

MDF 

5.00 


2 ST 

IIK) 

- 

- 

- 

V 

1,200 

- 

1 

FS 

OC 

MDF 

5.50 


Sandhagaon 
1 SC 

2.00 


y 



1,800 

• • 

2 

FS 

OC 

SF 

4.00 

S 

2 SC 

1.50 

- 


y 

- 

1.920 

- 

1 

<X 

OC 

SF 

4.00 

S 

3 SC 

1.00 

- 

y 


- 

1,600 

- 

1 

CL 

FT 

- 

2.00 

P. W 

4 SC 

- 

- 

y 

- 

- 

1,300 

- 

1 

- 

TO 

MF 

2.98 

S.W 

5 SC 

- 

R 


- 

- 

500 

- 

1 

CL 

OC 

MDF 

5.50 

S 

6 SC 

2.00 


* 

y 

- 

1.800 

- 

1 

FS 

OT 

MF 

3.00 

“ 


Notes .* Both of them are working under one employer. 

** They take loans which are being adjusted towards their salary. 

S service; P pension; RM remittance. SE self-employment; PR professional: W wage; DS domestic servant. 
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vary with regard 19 interest payment. 

In-our investigioiQn only one respon¬ 
dent, a small farmer owner tenant in vil¬ 
lage Harinababi, repoited borrowing from 
a trader-moneylender. He had borrowed 
Rs 200 from the trader for two months. 
And after the harvest he repaid the prin¬ 
cipal loan amount in terms of jute at the 
prevailing market price but towards inter¬ 
est he paid 2 kgs jute per principal amount 
of Rs 100. As the price of jute was Rs 380 
perquintal,interestforRs 100wasRs7.60 
for two months. So the interest rate per 
annum was 4S.6 per cent. But here the 
borrower is compelled to sell just after 
harvest when the price is low. To that 
extent there is further implicit interest 
charged. 

It is to be noted that 10 years back there 
were many trader-moneylenders in these 
villages advancing loans for cultivation of 
jute. In 1982-83 the price of jute increased 
sharply to Rs 1,000 per quintal as demand 
for jute increased due to floods in West 
Bengal. The farmers expecting high price 
started cultivating jute the next year but 
the price almost halved to Rs 500 per 
quintal. The price of jute is volatile in 
nature. Gradually there is decreasing 
demand for jute as the gunny bags are now 
being replaced by plastic and paper bags. 
Therefore, in Charapara farmers are not 
cultivating jute. Moreover, almost all the 
cultivator households have some supple¬ 
mentary income like remittance income or 
salary income so that they no longer go 
to the trader-moneylenders to borrow for 
cultivation purposes. 

In Harinababi a tenant has borrowed 
Rs 400 from his lessor which he will repay 
in terms of paddy just after harvest at the 
prevailing market price. As the price of 
paddy is quite low at harvest time, it is 
{(gain equivalent to charging of implicit 
interest rate. 

V 

Conclusion 

It is observed that interlinked transac¬ 
tions are more prevalent in irrigated vil¬ 
lages than the non-irrigated village. The 
tenants, attached labourers and farm ser¬ 
vants are subject to exploitation as the 
interest rate charged either explicitly or 
implicitly is found to be exorbitant, wages 
paid to the workers are low and the mini¬ 
mum wage declared by the government 
is not paid to the labourers. The labour 
tying arrangements here are in sharp 
contrast to the free labour found in capi¬ 
talist agriculture. The relationship between 
the employer and the employee is not a 
symbiotic relationship as Bardhan pre¬ 
sumes. Ratheritresembles adominant and 


dependent relationship whfere the 
landowning class has the upper hand. 
Through different contrived ways the 
landowning class extract surplus from the 
poor peasants. The modality is different 
from that observed in a feudaiistic society 
characterised by extraecoimmic coercion. 
There is considerable variation in wages 
with regard to status of the farm servant 
(resident or immigrant) and also wages 
increase with period of association with 
the employer. 

The mode of exploitatidn is always 
defined with respect to a stage of historical 
developmentof asociety. Bhaduri’s model 
of interlinkage between usury and tenancy 
is perfectly applicable to Orissa under 
British rule when a ‘zamindari’ class with 
large landed estates spread over a number 
of villages dominated village society and 
were mainly a rentier class. The environ¬ 
ment and colonial state policy then were 
not congenial for cultivation by this group 
[Padhi 1985J. Therefore, they tried to 
increase their hold over the peasants by 
combining usury with tenancy. In the 
changed circumstances of contemporary 
Orissa such explanations of agricultural 
stagnation arc not tenable. No such claiss 
exists now. Implementation of Orissa 
Estates Abolition Act (1952), ceiling on 
land, sub-division of family holding due 
to law of inheritance, disintegration of the 
joint family system and pressure of grow¬ 
ing population on limit^ land have com¬ 
bined to produce a levelling down in 
landholding size in Orissa. Accumulation 
of land in the hands of rich peasants or 
class polarisation is not at all visible. 

Our analysis shows that the Marxist 
approach though more appropriate in ex¬ 
plaining interlinkage than the neoclassical 
approach, i.': not sufficient and needs to 
be supplemented by an overarching macro 
framework so that the persistence of ten¬ 
ancy and the emergence of interlinked 
deals can be adequately explained. In this 
respect we have emphasised the migration 
aspect which has not been given the at¬ 
tention it deserves. Migration provides a 
solution to some of the puzzling issues 
like persistence of interlinkage being 
consistent with the development of mar¬ 
ket forces. 

We emphasise that power relations do 
not remain constant and that with change 
in macro variables and other economic 
forces the power structure is itself changed. 
Thus, for example, the law of inheritance 
and disintegration of joint family system 
appear to have resulted in no large fanners 
having substantial surpluses, while due to 
improved transport and communication 
facilities the oppressed class has itself 


migrated, giving place to another set of 
immigrants from remote tribal areas. 

Tenancy and interlinkage can be better 
explained by the Marxist approach but 
when enmeshed in a macro framework 
attempting to study the changing power 
relation with respect to changes in macro 
variables like overall population growth, 
the unemployment rate, the rate of 
industrialisation, unbalanced regional 
development and other economic factors 
like migration caused by overall develop¬ 
ment. Historical antecedents and the role 
of the state should also be integrated to 
the analysis to provide a holistic view. 

To sum up, our study reveals that inter¬ 
linkage clearly exists in the sample vil¬ 
lages. But it is not to be considered as a 
dominant set of reladmiship as has been 
suggested by some Marxist writers. The 
role of migration in the persistence of 
interlinkage is sigiiificant and needs to be 
emphasised and incorporated in Uworeti- 
cal analysis of interlinkage. 
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DISCUSSION 


Back to Swadeshi? 

Sudhanso Ranade 


BALDEV RAJ NAYAR’s article 
‘Business and India’s Economic Policy’ 
(EPW, September 1998) is interesting. His 
analysis of the historical factors that put 
Indian industry at a disadvantage vis-a-vis 
foreign competition (last column, p 2435) 
when external liberalisation was suddenly 
brought in simultaneously with internal 
liberalisation in 1991 is superb. I have 
never seen the case presented so clearly 
and concisely. Some points in the article 
do, however, need attention. 

First, the convergence of interests bet¬ 
ween domestic industry and the Indian 
Leftin fact began well before the ‘sudden’ 
liberalisation in 1991. By 1987, for in¬ 
stance, the motivated debate about the 
‘inefficiency ofthe public sector' was well 
under way and had gained a great of 
momentum. The Left had by then become 
all too aware of the threat looming on the 
horizon. I particularly remember a con¬ 
ference of public sector labour unions that 
B T Ranadive, politbureau member of the 
CPI(M) and backbone of the CITU, addres¬ 
sed in Bangalore. One of his important 
messages to the gathering at that occasion 
was that there was an urgent need for 
public sector workers to give value for 
money. We have been telling the workers, 
he said, about the exploitation of surplus 
value. From this some have concluded that 
‘the more we work, the more we are exploi¬ 
ted; so why work’. But now the wolf was 
at the door. Ideologues at the World Bank 
and elsewhere had begun to bay for the 
blood of the ‘inefficient’, resource- 
strapped public sector; the MNCs lay in 
wail just outside the door. These pre.ssures 
continued to increase, and the Left, which 
only a few decades ago was busy denoun¬ 
cing even the Indian public sector as being 
basically committed to private interests, and 
busy ‘organising the working class’ in a 
way that contributed a great deal to making 
the public sector ‘inefficient’ (thereby 
squandering a critical opportunity to give 
the Indian state a degree of autonomy vis- 
a-vis private capital), has today been 
pushed in desperation to in effect making 
common cause with the private sector. 

The second thing to note is that despite 
Nayar’s powerful arguments on the threat 
that Indian industry is facing from imports 
(p 2436, col 3), by his own account our 
industry is not all that concerned about the 
sad way in which “their profits are being 
squeezed by cheaper imports’’. Thus, Nayar 
later goes on to say (p 2464, col 2) that 
“business does not perceive a general 


increase in tariffs to be necessary”. While 
he does say something at this point about 
“calling a halt to further reductions" and 
“additional levies on specific items to 
compensate for the extra taxes that local 
business has to bear", it would seem as 
if, in general, according to him and the 
industrialists he was spe^ng for, the threat 
from imports on account of liberalised 
access, r^uctions in rates of duty, and the 
lack of a level playing field between 
domestic producers and producers abroad 
(on account of, say, lower rates of interest 
abroad, and cheaper and mote reliable 
sources of power) has been taken care of 
by the increa.se in the price of imports that 
has come about because of the fall in the 
value of the rupee, the associated rise in 
customs duty, and the readier availability 
of imported components. If one adopts 
this view, as Nayar does, there would seem 
to be no need at the moment for him to 
worry about ‘where consumers will come 
from if local indu.stry, overwhelmed by 
imports, is unable to provide employment’. 

That brings me to Nayar's basic concern; 
the threat to Indian industry from the 
operations of the MNCs in India. On this, 
I would like first of all to say that it is not 
at all obvious to me that the government 
has no choice but to cater, in its own 
interest, to the interests of business. The 
logic is indeed compelling; but only after 
government has first satisfied itself that 
storing up domestic industry is in fact “in 
its own interest”. Whether or not this is 
the case at any given time or place depends 
on the availability of other options to keep 
the economy in steam; with output, employ¬ 
ment and tax revenues on their way up. 
At this stage it is worth quickly recalling 
the .strong arguments that can be marshal led 
in favourof external liberalisation; foreign 
competition is thought to be useful because 
of inflows of currency, capital, technology 
and expertise, reduced prices, improved 
quality, bringing new markets into being 
in the country, and for reaching out to 
markets abroad. The fomulation merits 
close scrutiny; there are a lot of useful 
ideas embedded in it. 

Some points that need to be noted in this 
connection are, first, that even if there are 
no sure alternatives to reliance on domestic 
industry, it might still be worth giving 
chancy but promising alternatives aserious 
try if payoff^s to successful implementation 
are high, and there is a fair chance that 
they might work. In addition to what foreign 
investors ‘directly’ contribute to income. 


employment, exports, revenues, growth, 
and prospects of long-term growth (thanks 
to upgradation of technology, managerial 
efficiency and quality consciousness), 
valuable gains would accrue to us to the 
extent that they are able to pressure 
domc.stic industry on to a higher and more 
sustainable trajectory; with a better ability 
to compete in maikets abroad, and to 
dynamically generate and cater to domestic 
demand (I shall return in a moment to the 
possibility of an igpominous collapse). 
Second, as regards Nayar’s formulation 
that “it is our industry, we must protect 
it”, surely the consumers too arc our people; 
not only a small handful of rich indus¬ 
trialists. It would be different if one were 
talking of. .say, the weavers. Third, a.s 
regards the need to allow dome.stic industry 
time to purge itself of its weaknesses, 

‘ which after all were but a rational response 
to long years of stifling controls’, it has 
been almost a decade; we cannot keep on 
singing the same old song forever. I do 
not have any ea.sy answer to the fact that 
“labour legislation basically bars re¬ 
trenchment of excess manpower inherited 
from the pre-reform era", but we do need 
to force increat^es in productivity. Re¬ 
deployment might be an alternative to 
retrenchment. As for infrastructural 
inadequacies, these will affect MNCs 
operating in India as well, not Indian 
industry alone; both will suffer equally, 
though of course, ideally, neither should. 

As regards Nayar’s point that “the .state 
has allowed MNC imports in areas that arc 
reserved for small-scale industry whereas 
Indian business is not allowed to produce 
i n those areas”, the basic ai m of the govern¬ 
ment .seems to be to pressure small-scale 
industry without a very public reversal of 
policy. Note for in.stance the careful 
wording of finance minister Yashwant 
Sinha’s recent message to the small-scale 
sector: it was time, he said, for them to 
“begin gearing themselves up to face com¬ 
petition. As the economy continued to 
open up. the protection they presently 
enjoyed (vis-a-vis large domestic industry) 
would become increasingly irrelevant.” In 
a similar vein, soon after the budget was 
presented, when someone complai ned that 
things had got to the stage where ‘even 
bindis were being imported', an official 
spokesman replied, ‘That was hard to 
believe. If good quality bindis were being 
produced within the country, it was hard 
to see why anyone would want to import 
them.” It is worth noting in this connection 
that the bulk of small-scale production in 
the country (if one ignores the looms) 
takes place in units that are far from small. 
The plant and machinery ceiling that stood 
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at Rs 7.5 lakh about IS yeais ago, now 
stands at Rs 3 crore. Total assets ol' these 
companies are very much larger; because 
the limit specifically excludes the large 
'standby' investments that many of the 
larger ‘small units’ have made in land and 
buildings. 

As for Nayar’s point that the MNCs 
seemed bent on driving out competition 
from the sectors they entered and that this 
would leave Indian consumers at the mercy 
of these monopolies, it is not as if our 
companies have all along been vying 
furiously with each other to give the con¬ 
sumer a better deal. I readily concede that 
we as consumers are utterly wanting in 
discrimination, that we are very even- 
handed in scattering our favours over 
products and services that do and do not 
give good value for money. I concede too 
that the slick image-building activity of, 
the MNCs will tend to increase our sucker- 
ability manifold. But there is some hope 
for us given that the MNCs arc very 
sensiti ve to potentially damaging criticism, 
criticism that might stick. In this context, 

I have been suggesting for years that a 
small tax should be levied on the huge 
amounts of money that MNCs (and large 
Indian companies) spend on advertising. 
This amount should then be entrusted to 
asmall, carefully chosen consumer protec¬ 
tion group; for the strategic dissemination 
of countervailing information (intended 
more to encourage industry ’self- 
regulation’ than to augment the flow of 
paper in consumer courts). The results 
could be dramatic. Further, it would be 
sufficient to levy the tax on advertising 
expenditure at a very small rate. say. S per 
cent; and limit it to only a handful of 
companies. In other words, what I have 
in mind is a greatly whittled down version 
of the tax on advertising .services that is 
now in place (to facilitate easy implement- 
ability), and a major redirection of focus. 

Then, Nayar complains that it is the 
successful companies which the MNCs 
particularly seek to buy out. I am not sure 
what to make of this point, since they have 
merely been buying from those who have 
been willing to sell. Presumably it is those 
who have not been offered attractive buy¬ 
outs that make these complaints; those 
who might find themselves edged out. 
And sure enough, the article complains, 
“Particularly in respect of joint ventures, 
it appears as if the MNCs are alarmingly 
eagerto reduce or eliminate Indian partici¬ 
pation and to assume complete control... 
While establishing new business ventures 
MNCs initially take on local partners on 
an equal basis but, after having acclimatised 
them.sclves to the local economic and 
political situation, they reduce their 
partners to a subordin,ite po.sition or oust 
them entirely. “ But in the very next line. 


in an effort to elaborate on this, the article 
makes it clear that there is really no need 
forthe rest of us to shed any tears. (I should 
note here that there is no reason to suppose 
that income growth would be adversely 
affected if domestic industry passed into 
the hands of foreign companies. Nor is the 
rate of growth of employment - in the 
economy as a whole, rather than in the 
organist sector alone - likely to suffer, 
even in the short run.) It seems the only 
“underlying problem is that the Indian 
partner has few bargaining strengths, since 
he lacks technology and finance and is 
able to only facilitate contacts with 
government and provide local knowledge 
after a while, that asset has no value*’. 

As regards the fear that “we might find 
one day the top 100 Indian companies are 
all feveign owned. In that event India might 
not be able to take the kind of independent 
stand it is currently taking on the CTBT 
or the NPT’, this seems a bit far-fetched. 
To begin with the second part of the 
statement, the autonomy we once had in 
foreign policy has already been greatly 
eroded with Uk demise of the Soviet Union. 
It is ItKiia’s ability to influence world 
opinion that will now be critical, not the 
ownership of our industry. As regards the 
first half of the statement, I find it hard 
to believe that our industry is so veiy 
wanting in resilience. And if it is. it can 
hardly be worth saving. 

It seems to me that the argument put 
forward by Nayar is, rather, geared to 
ensuring a more .secure and steady stream 
of unearned income to domestic col¬ 
laborators, a more satisfactory division of 
the spoils, after the foreign partners no 
longer need “contacts with government 
and local knowledge’’. With the takeover 
code in place, it seems unlikely to me that 
the foreign partner would be able to forcibly 
take over the partnership when the domestic 
collaborator is no longer of any use. The 
real worry, it seems to me, is that the MNC 
can at that point threaten to walk out and 
set up shop on its own, thereby driving 
down the asking price. 

Somewhere along the way, the article 
points out that if competition were such 
a good thing the developed countries would 
allow more foreign competition at home. 
Perhaps they would; if they too did not 
have strung entrenched interests making 
out that what was good for them was good 
for the country. Big business, certainly, 
but also organised labour. It is not only 
in India that such coalitions between the 
Left and the Right are to be found. 

To show up foreign competition for 
what it really is, Nayar emphasises that 
much of the foreign investment is in the 
consumer goods sector. Surely this only 
means that this sector happens to offer the 
largest, quickest and surest profits. 


Presumably this is also the reason why 
Indian industry would prefer to see foreign 
capital ’dominate’ the infrastructural 
sector, ‘lead’ theexport sector, and ’supple¬ 
ment’ (ratherthan competitively supplant) 
Indian capital in the consumer goods sector. 
The tribute paid by domestic industry to 
foreign capital, by inviting it to ‘lead’ the 
export effort, is worth making a special 
note of. If the much made of ‘affluent 
middle classes’ cannot generate rapidly 
growing markets, we will have to seek 
markets abroad. Orslow down even further, 
' to a dead stop. Unless, at the urging of 
Indian industry, government steps up 
public expenditure to revive flagging 
domestic markets. But then someone will 
later have to .step into revive the govern¬ 
ment; who knows where it will end. 

But the case against MNCs is not so 
easily dismissed. This is becau.se, even if 
you can get past emotional blocks, such 
rebuttals are specific to the arguments that 
are rebutted. It is simply not possible, at 
least in general discussion, to anticipate 
and then rebut all possible arguments that 
could be made against the entiy of MNCs. 
(I have deliberately not referiEd to their 
‘unrestricted entiy’ because entry is at 
pre.sent restricted; and will continue to be 
so in the foneeable future.) This is a 
problem that one often encounters. 

When a layman sets out to evaluate 
someone’s opposition on complicated 
issues, like the Narmada dam, or the 
’changes’ that have taken place in India’s 
China policy in recent months, or the costs 
oflndiagoing nuclear, it does often happen 
that the case as articulated by this or that 
responsible person turns out to be 
demonsu-ably untenable. But laymen can 
discover these Haws only after a very great 
deal of work; only then can they make 
.sense of the issues involved. But at the 
end of it. someone will tell you that all 
you have managed to do is to rebut one 
particular articulation of the argument. 
There are many others. In short, the job 
may be hopeless; the war unwinnable. 

One last thing Nayar quotes at one point 
a passage from Alice in Wonderland where 
Humpty Dumpty, in asomewhatexpansive 
mood, tells Alice; 'The real crux of the 
issue (meaning, in this particular case, the 
issue of the entry of MNCs) is one of 
control; ‘the question is who shall be 
master’. As a matter of fact, just before 
these words were uttered. Humpty had 
said that so far as he was concerned, he 
made words mean pretty much what he 
chose them to mean. A sceptical Alice 
then raised the question of whether one 
could make words mean whatever one 
chose them to mean. It was to this that 
Dumpty, tottering, and about to fall, replied 
airily that the only question really was w ho 
was to be the master. 
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Two Sides of Same Coin 

I AM aghast at the position taken by P R 
Ram ( EPW, June 19,1999) on maintaining 
cquidistiuice from the BJP and the Con¬ 
gress. Even a brief acquaintance with the 
history of the Congress in the last three 
decades should be enough to see through 
its claims of being a democratic, secular 
party. 

From 1969 onwards, under the leader¬ 
ship of Indira Gandhi, the Congress began 
to systematically lose any democratic 
credentials it could earlier claim, even 
partially. The brutal killing of hundreds of 
naxalites in West Bengal during 1969-72 
by the state machinery needs no elabora¬ 
tion. Despite the populist slogan of ‘garibi 
hatao', in practice ihcCongrcss under Indira 
Gandhi increasingly became a vehicle for 
her authoritarian rule in favour of the 
interests of the elite, culminating in the 
Emergency of 1975 and the rise of the 
dynasty. Later, in 1980, it was Indira 
Gandhi who opened the political space for 
hindutva by closely aligning herself with 
perceived Hindu interests. 

The issue of economic policies and the 
danger that both the Congress and the BJP 
represent in this area deserve .serious 
scrutiny. Economic policies are not dis¬ 
embodied from the nation and its people. 
They reflect the larger social vision of the 
nation and its people that the rulers have. 
In this framework, it is pertinent to ask 
as to why there is such an alarming overlap 
between the economic policies of the 
BJP and the Congress (in fact, across almost 
the entire spcctium of political parties). 

In recent years, despite their occa.sion- 
ally contrasting rhetoric, the Congress and 
the BJP have become vehicles of the 
ruling elite. Both the formations reflect 
their interests and their predicaments. In 
fact, it would not be loo far-fetched to 
suggest that the Congress and the BJP are 
the two faces of the Indian ruling class. 
The hindutva project of the RSS is simply 
another variant of the vision of the ruling 
class for the nation ju.st as for a while the 
Emergency was. It is this overlap that 
presents us with the irony that those lead¬ 
ing sections of the stKiety who had en- 
thusia.stically supported the Emergency 
have now rallied around the BJP. 

The BJP, of course, is a political wing 
of the RSS. But the RSS itself is no longer 
the petit bourgeois RSS of yesteryears. 
'‘The RSS today has begun to reflect the 
aspirations of a larger section of the Indian 
upper castes and classes who are terrified 


of any large-scale shift in the political, 
economic and .social balance of power in 
favour of the less privileged groups in 
society, lliesc sections are no longer sure 
that the Congress alone is well-equipped 
enough for that job. They want an alter¬ 
native and now they have that in the BJP. 
The result, politically speaking, is that the 
Congress and the BJP are much the same 
party. Ram is wrong in his belief that just 
because the Congress, unlike the BJP, has 
no RSS to provide it with ideological 
moorings, its fascistic and authoritarian 
vision is somehow less dangerous. The fig 
leaf of secularism, programmatic or op¬ 
portunist, should not blind us to the reality 
that at their core both the main political 
formations in the country reflect the same 
class interests. Not surprisingly, whether 
it is the Mandal commission or economic 
policies, both parties play almost the same 
tune. 

The history of major communal riots in 
the la.st three decades or so repeatedly 
expo.se.s the deep complicity of the Indian 
state with communal forces, specifically 
Hindu communal forces. During this 
period, the Congress has been in power 
at the centre and in the states where 
major incidents of communal violence 
have taken place. While the RSS and its 
affiliates pose a serious threat to plurality 
in the country, they cannot be easily and 
meaningfully isolated from the larger 
emerging scenario. For example, in the 
last two decades major communal riots 
have taken place in Maharashtra, in¬ 
cluding the Bombay riots of 1992-93. The 


Shiv Sena, which has been in the fore¬ 
front of these riots, has always been a 
protege of the leading Congress politi¬ 
cians in the state. And Maharashtra is 
not an isolated example. In the UP and 
other states, the complicity of the Con¬ 
gress with the communal forces has been 
deep. 

liie anti-Sikh violence after the assas¬ 
sination of Indira Gandhi in 1984 was 
cynically engineered by the Congress. 
Later, the Congre.ss government at the 
centreconsistently and systematically tried 
to scuttle any attempt to get the guilty 
punished. For the first time, this violence 
suggested an organised, planned pogrom 
to threaten a religious minority in India 
by a political party in power. The Bombay 
riots were similar. The active role of the 
police in communal violence also reflects 
the crucial role of the state machinery in 
fanning and engineering communal vio¬ 
lence against minorities. 

That apart, in India, communal violence 
cannot be easily i.solated from the larger 
issue of siKial violence to protect the cla.s.s, 
caste and gender interests of the privi¬ 
leged. In all these conflicts, there is little 
to distinguish between the BJP and the 
Congress. In other words, the theory of 
equidistance from the Congress and the 
BJP is the necessity of the times, if we 
wish to even begin to explore the serious 
possibilities of making a democratic, 
secular India for the future. 
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Population and People 


I N October will be born the six billionth child somewhere 
in the world; by 2050 India will be the most populous 
country; 4.8 billion people live in developing countries; there 
are 120 million people who have been classified as migrants. 
For decades population pundits have used the mesmerising 
impact of numbers as a pivot for their theses on the horrors of 
uncontrolled population growth. Notwithstanding the 
ideological arguments, the fact that the rapid increase in 
population is occurring in the poorest, rcsource-scarcecountries 
with the lowest indices of development cannot but be a matter 
of concern for even those who do not subscribe to doomsday 
models of population explosion 
-} Although the UN document today blandly assures us that 
the International Council for Population Development’s new 
agenda is based on the “understanding that each sovereign 
country will implement the agenda according to its own 
priorities and perceptions”, there is enough documentation to 
show that developing countries’ efforts in population control 
have been monitored and controlled by international donor 
and funder agencies as well as more indirectly by vast 
pharmaceutical companies who sec third world countries as 
markets for new contraceptives of questionable efficacy and 
safety. Between the 1960s and the 1980.s these agencies cither 
initiated, aided or were witness to some of the grossest ahu.ses 
in the form of coercive practices of governments across the 
globe. If today UN agencies speak with a human and humane 
voice, they do so because of a number of developments, the 
most important of which has been the evolution of the women’s 
movement and its projection of women’s rights over 
reproductive choices. While there has been some incorporation 
^ of issues like reproductive health and women’s rights, reading 
the advance pre.ss copy of the UNFPA's The State of the World 
Population 1999, it is easy to forget this history. And that 
would be inimical to consideration of the serious sociological 
and political issues that need to be raised with regard to 
population growth, people and societies. 

The UN has made three projections about how the numbers 
will grow by 21 SO: the first, if fertility continues to drop until 
women have about two children each, world population will 
stabilise at 10.8 billion; the second, if the averap is 2.6 
children the population will quadruple to 27 billion; and, 
finally, if fertility drops to 1.6 children the total will be only 
3.7 billion. Currently the average family size is about three 
from almost six children in 1969 - although of course it varies 
between six in some parts of the world to 1.4, below 
replenishment level, in some others. 

While these numbers are being bandied about, the fact that 
^ a reduction in family size across communities will have an 
’ effect on various other aspects of society appears to be largely 
ignored. Studies have indicated that family size is closely 
related to other factors of class, caste, women's status and 
education and employment opportunities. And, even more 


importantly, that the relationship is complex and not necessarily 
linear, varying across regions as well as castes and com¬ 
munities. For example,TamilNadu’sdemographic transition, 
with a history so different from Kerala’s, came as a surprise 
and has been the focus of much debate. While demographers 
have drawn from these experiences to fashion population 
control strategies directed at changing these social and 
economic indicators in order to induce the appropriate 
reproductive choice, there is much less concern about the 
societal and psychological/behavioural changes that smaller 
families will effect. Studies of single-child households in 
China have shown that not all the changes that occur may be 
socially harmonious or economically benign. Moreover, over 
a period of time shrinking family size will mean the narrowing 
and perhaps breaking down of old family support systems. 
What will replace these structures and institutions? If the state 
cannot offer such support systems, they will emerge 
undoubtedly, as they arc already doing, as private enterprises. 
Market logic will dictate that a large majority will have no 
access to these services. In poor countries, smaller families 
will mean a larger proportion of ageing, ‘non-productive’ 
populations which in the absence of support structures to 
replace traditional family-based ones, will increasingly be 
seen as ‘burdensome’ to the state. Population control strategies 
have not so far costed for this consequence of smaller families 
nor has adequate attention been paid to studying the socio- 
psychological transitions that are under way because of the 
rcproductivechoices people are making. Another demographic 
fact is the increasing flow of people out of developing countries, 
as the UNFPA document points out. What societal and political 
consequences will this have and how will geo-political 
developments alter these flows? 

It would be easy to fault the UNFPA for its unwavering 
focus on controlling numbers. For all its humane concerns 
about food security, environment and poverty, unequal 
consumption patterns and so on, its agenda is not pri mari ly the 
evolution of an equitable world, however distant such a 
vision. What emerges in consequence is the utter 
irresponsibility of country governments to deal with population 
growth realistically as an aspect of societal growth and not as 
an obstacle to development. Strategies have been founded on 
the supposedly disastrous consequence of population growth; 
as, for instance is the Indian population policy waiting on the 
sidelines for the constitution of the new Lok Sabha. There is 
sufficient evidence today to show that the pattern of 
demographic change is not uniform or linear, and it has subtle 
and gross consequences which vary across regions. It is 
imperative that we begin to see demographic change as social 
change and regard its engineering as social engineering in all 
its dimensions. Only by so placing population growth in its 
social perspective can we hope to deal with it creatively and 
humanely. 
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BIHAR 

Churning without Change 

THOUGH it was not unexpected, the 
detonation ot sophisticated explosives by 
the ultra left groups active in south and 
central Bihar during the firsl phase of 
polling m the state, resulting in the death 
of 5()-odd persons, mostly security per¬ 
sonnel. was a more trenchant indictment 
ot the state of political demrKracy obtain¬ 
ing in the state than the ruckus over the 
alleged circulation of fake ballot papers. 
The credibility of the electoral process in 
Bihar has been severely dented over the 
years not only by rampant malpractices 
but also by the proven ineffectiveness of 
the state apparatus in the face of the regu¬ 
lar poll-boycott calls given by the extrem¬ 
ist groups. Yet elections in Bihar continue 
to generate excitement si nee the .state .sends 
the second largest number of legislators 
to parliament among alt the states, becau.se 
of which ail political parties share a vested 
interest in maintaining the electoral facade 
in the state, even though they fail to address 
the state’s basic problems in their election 
campaigns or when in power. 

Given the volatile conditions there, Bihar 
is the only state where the Hlcction Com¬ 
mission thought it necessary to stagger the 
polls in three pha.ses. The caste arithmetic, 
which has largely determined the electoral 
outcome in the state, tixi has undergone 
a significant change for the first time since 
the ascendance of Laloo Prasad Yadav in 
1990. Laloo Yadav, riding the Mandal 
wave, had succeeded in building a broad 
coalition of the backward castes, the dalits 
and the Muslims as a bulwark against the 
BJP. But the Yadav-centred politics pro¬ 
moted by Laloo Yadav during his nine- 
year rule resulted in large-scale alienation 
of the advanced middle castes, the most 
backward castes and dalits. If the depar¬ 
ture ol the powerful kurmi leader. Nitish 
Kumar, and the formation of the Samata 
Party with George Fernandes was the 
beginning ol the disenchantment with 
Laloo Yadav, the consolidation of diverse 
non-Yadav caste groups in the form of the 
Bharatiya JanalaParty-JanataOaKlInited) 
combine as witnessed now marks the 
further advance of the process. These castes 
together outweigh the 27 per cent Yadav- 
Muslim vote which till now formed the 
bedrock of Laloo Yadav’s support. Not 
.surprisingly, exodus from Laloo Yadav’s 
RJD began once the BJP-JD(IJ) alliance 
emerged. The pre-poll scene in the state 
also .saw some erosion even of the Yadav 
b.xsc of the RJD. with at least 12 Yadav 
heavyweightscontesting as independents 
or on the JD(U) ticket. With a.ssembly 
elections round the comer, this has to be 
a cause for concern for Laloo Yadav. 

The elections in north-central and south 
Bihar will largely he bipolar, between the 
JD(l]) and the RJD. and the BJP and the 


Congress, respectively. Even so the role 
of the Jharkhand parties in south Bihar, 
the CPI(ML) CLiberation) in north Bihar 
and the CPI in central Bihar in attracting 
votes will be cmcial in tilting the outcome 
in favour of the one or the other of the 
two main combinations in closely-fought 
contests. And though the ballot may send 
high profi le leaders like George Fernandes, 
Nitish Kumar, Ram Vilas Paswan, Sharad 
Yadav and Yeshwant Sinha to parliament, 
the flood-aflected 18 districts in north 
Bihar and the naxalitc-iun 17 districts in 
south-central Bihar are symptomatic of the 
persisting problems at the ground level. In 
that context, any change brought about by 
the prc.scnt polls will be once again cosmetic. 

INDUSTRY 

Indian Business and 
Foreign Investment 

ONE of the major preoccupations of our 
apex chambers of commerce and industry 
in recent times has been lobbying the 
government against the .setting up of 
wholly-owned .subsidiaries by foreign 
firms which already have functional joint 
ventures in India, 'fhe present rule on the 
subject says that such setting up of a 
subsidiary can be permitted provided the 
existing joint venture certifies that it has 
no objections to the new venture Industry 
associations feel that this is not sufficient 
protection for the Indian partners of the 
joint venture and seek abaron such wholly- 
owned subsidiaries. 

What exactly happens when the foreign 
partner of an ongoing joint venture sets 
up a wholly-owned subsidiary? If the new 
venture is to develop product lines alto¬ 
gether different from those pursued by the 
existing joint venture, there is no cau.se 
for heartburn. If not. there is a problem. 
Except in the ca.se of conglomerates such 
as GE, there would not 1% many foreign 
firms that seek to .set up separate entities 
in India to pursue activities entirely dif¬ 
ferent from one another. In the majority 
of cases, the new venture would duplicate 
the functions of and eventually replace the 
existing joint venture. So there is no doubt 
that a new wholly-owned subsidiaiy would 
go against the interests of the existing joint 
venture. What are the pros and cons of 
allowing a foreign firm to set up a wholly- 
owned subsidiary in product lines similar 
to the ones engaged in by its existing joint 
venture in «iic country? 

The industry associations readily present 
the negative consequences. Existing joint 
ventures arc owned by Indian sharehold¬ 
ers, apart from by the foreign firms. Indian 
shareholders of a joint venture would 
typically comprise an Indian business 
house, financial iastitutions and individual 
investors. When the foreign firm .sets up 
its new wholly-owned subsidiary, it would 


shift emphasis to the new company. Using 
its clout on the board of the joint venture, 
it might even effect the transfer of the more 
profitable product lines to the new sub¬ 
sidiary, and conduct all expansion of the 
product line through the new subsidiary, 
leaving the joint venture high and dry. 

Since the rule at present is that the foreign 
firm can apply for setting up a wholly- 
owned subsidiary only after obtaining a 
no-objection certificate from the joint 
venture, aren’t Indian shareholder rights 
already protected? Industry associations 
point out that minority shareholders are 
not really in a position to influence board 
decisions and so the foreign partner in the 
joint venture is likely to get its way without 
much trouble. Although it is possible to 
cite examples of Indian partners succes.s- 
fully holding out against their foreign 
collaborators starting new wholly-owned 
ventures, Indian industry associations have 
a point when they say that minority share¬ 
holder views do get swamped in board 
decisions. Indian industry is pretty knowl¬ 
edgeable when it talks about the treatment 
of minority shareholders. 

Apart from banning new wholly-owned 
subsidiaries, there could be other ways of 
protecting the minority shareholders of 
existing joint ventures. The government 
could stipulate that a foreign firm that 
already has a joint venture in the counuy 
but wants to .set up a wholly-owned .sub¬ 
sidiary should give Indian shareholders of 
the joint venture the option of exiting from 
that shareholding. In other words, the 
foreign firm should buy out (he Indian 
shareholders at a reasonable price. In a 
functional stock market, the share price 
reflects the worth of the company. Shares 
that deliver control always go at a pre¬ 
mium. So asking the foreign firm to offer 
to buy up the Indian-held stock of its joint 
venture at a reasonable price including a 
premium on the current market price is not 
unreasonable. In fact, such a stipulation 
is a necessary condition for any joint 
venture to find equity financing at a rea¬ 
sonable price. In the absence of such a 
.stipulation, Indian investors would be 
hesitant to put their money into ventures 
that nm the risk of being converted into 
shell companies by the foreign partner 
setting up, later on, a wholly-owned sub¬ 
sidiary. That hesitation can, of course, be 
overcome but only by offering equity at 
a di.scount large enough to offset the risk 
of redundancy arising from the foreign 
firm’s likely wholly-owned subsidiary. 
Theoptionofexit at a good price will elimi¬ 
nate this risk and its associated discount¬ 
ing effect on equity pricing of joint ventuics. 

Foreign investment - direct, portfolio, 
in joint ventures, in wholly-owned sub¬ 
sidiaries - augments investible resources 
and enhances the creation of jobs and 
incomes. Typically, direct investment 
brings with it, apart from inve.stible re¬ 
sources, technology, management and 
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corporate governance that are superior to 
what obtain in the domestic economy. The 
economy can do with all these. Finally, 
foreign investment brings in newer, better 
products, with gains for Indian job-seek¬ 
ers and consumers. This applies to wholly- 
owned subsidiaries that might replace joint 
ventures a.N well. 

A foreign firm typically plans to set up 
p a wholly-owned subsidiary when it wants 
to expand the scale of operations in the 
domestic economy. It might want to bring 
in proprietary technology that it dws not 
want to share. Or it might want tighter 
management. Unless it plans to enhance 
its operations, it makes no sense to set up 
a new wholly-owned firm alongside a 
joint venture. This expansion of activities 
is in the interest of Indian job-iseekers and 
Indian consumers. 

But the effects of such expansion are not 
universally benign. One group of Indians 
stands to lose out. These are the Indian 
partners in the joint ventures. When they 
arc bought out, they will be left with no 
companies to run. The bought-out Indian 
partners would have with them large 
investibic funds, which they could u.sc to 
sc* up fresh ventures. So the only real cost 
of the wholly-owned subsidiary is that 
Indian industrialists will have to prove 
their entrepreneurship in new pu.stures. 

EXIT POLLS 

Missing the Issue 

THE Supreme Court’s judgment rejecting 
the Election Commission's proposal to 
ban publication or telecast of opinion and 
exit polls makes intere.sting reading. While 
it has indeed pleased the media, some of 
the observations made by the honourable 
judges raise certain questions that arc not 
ncccs.sarily related to the merits of this parti¬ 
cular < asc, but arc nevertheless relevant. 

First, while di.smi$.sing the EC’s peti¬ 
tion. the five-judge Constitution bench 
made it clear that it had nut gone into the 
question whether the poll-related guide¬ 
lines is.sucd by the EC were violative of 
the fundamental rights of freedom of 
speech and expression. But was not this 
the main question that was rai.scd by the 
critics of the EC’s guidelines - the news¬ 
paper editors and others who challenged 
them? Why did the honourable judges 
choo,se to ignore this question when de¬ 
livering the judgment? It is an important 
issue, since it involves a conflict between 
two sets of rights. On the one hand, the 
media claim the right to publicise views 
expressed to their newspersons by the 
voters coming out after casting their votes 

- a seemingly legitimate claim under the 
Constitution. On the other hand, the EC 
IS apparently insisting on its right to 
maintain the purity of the electoral process 

- which it feels may get unduly influenced 
by exit poll surveys. Since the Lok Sabha 


elections are bei ng held in a phased manner, 
in different regions and over a two-month 
(September-October) period, publication 
of exit-poll results from one group of 
constituencies can influence the voting 
pattern of another group where elections 
are to be held later. Did the apex court take 
into account this possibility when deliv¬ 
ering its judgment? 

Secondly, the Supreme Court judgment 
has admonished the EC for issuing guide¬ 
lines without having any power to enforce 
them. According to newspaper reports, 
the judges persistently asked the EC’s 
counsel how it could have issued the order 
of banning the publication and telecast of 
opinion and exit polls without thinking 
about its enforcement. Addressing the EC, 
they were reported tt) have said: “Your 
guideline will remain a guideline. It is not 
binding.” Cannot the same thing be said 
about many Supreme Court judgments? 
India’s apex court has passed some land¬ 
mark judgments setting down guidelines 
for protecting the rights of the citizens, 
particularly the underprivileged. We have 
heard verdicts of eminent judges directing 
the government to implement laws to 
ensure minimum wages for workers, put 
an end to abominable practices like bonded 
labour, child marriage and trafficking in 
human beings among other things, and 
pmtect the environment from indu.strial 
pollution. Has the Supreme Court been 
able to get these guidelines enforced? 
Whether it is the landlords in the remote 
villages, or the contractors in the urban 
areas, or the industrialists running facto¬ 
ries - all regularly i1oul with impunity the 
guidelines laid down by the Court. Surely, 
the learned judges cannot be unaware of 
these happenings, since newspapers carry 
reports which describe how their judg¬ 
ments are being violated. 

It is precisely because the EC lacks the 
enforcing powers that it approached the 
Supreme Court, hoping that the apex body 
would make its recommendations legally 
binding on the media. One could, of course, 
debate over the merits of the EC’s recom¬ 
mendations. But one is a bit surpri.sed by 
the grounds mentioned by Supreme Court 
for dismissing the EC’s plea. The 
honourable judges presiding over the 
Constitution bench were reported to have 
said; “Even, if we direct the centre to 
enforce these guidelines, how will the 
centre impose them?" Do court judgments 
then have to be determined by the centre’s 
capacity or incapacity to implement them, 
instead of the merits of the case? 

AID 

Impact of Sanctions 

THAT sanctions have become a major 
tool of foreign policy and are resorted to 
by various countries, particularly the 
developed ones, in pursuit of their policy 


objectives is well known. Usually sanc¬ 
tions are meant to penalise targeted coun¬ 
tries for actions that adversely affect the 
security or economic interests of the 
countries imposing sanctions. Often inter¬ 
national institutions, particularly those 
which the sanction-imposing countries 
dominate, arc also involved in the imple¬ 
mentation of sanctions. This is precisely 
what happened to India and Pakistan after 
they conducted nuclear tests in May 1998, 
us becomes clear from the latest Annual 
Report of the World Bank. Sanctions were 
imposed on both by eight developed 
countries led by the US and also through 
multilateral institutions. Thus the World 
Bank group’s lending in fi.scal 1999 sanc¬ 
tioned to India was cut to $ 1.05 bn in fiscal 
1998. The Bank’s lending to Pakistan came 
down from $ 808 mn to $ 404 mn cor¬ 
respondingly. 

According to the World Bank, consid¬ 
eration of lending for several projects in 
India was postponed because they were 
“deemed not to address basic minimum 
needs". In Pakistan’s case, however, 
because of its “precarious Tinancial situ¬ 
ation and its commitment to serious re¬ 
form”, a structural adjustment loan was 
approved in January this year. Also there 
is said to be some easing of sanctions 
lately on India, enabling resumption of 
loans for power programmes and IFC 
operations! 

I'he World Bank blames nuclear-related 
.sanctions against India in addition to the 
country’s political instability for its eco¬ 
nomic slow-down as reilectcd in the decline 
in its growth rate. The Indian Finance 
minister may not subscribe to the World 
Bank’s diagnosis in regard to the role ol 
sanctions in the economic slow-down in 
the country. The fact remains, however, 
that the sanctions did bring down substan¬ 
tially the World Bank group's loan ap¬ 
provals. This is probably true also of loan 
approvals by the Asian Development Bank. 
Since loan approvals in one year take 
time to materiali.se as actual lending 
which may take years, it is possible lor 
Yeshwant Siiiha to cite facts and figures 
to show that not to speak of economic 
activity, even the irdlow of funds has 
not been immediately affected. But that 
such inflow is bound to be adversely 
affected a year or two later goes without 
saying. 

Further, sanctions arc imposed against 
a targeted country with the objective of 
penalising it for such ot its actions as the 
sanction-imposing countries disapprove 
of. Of course, itisonly natural for the latter 
group of countries to ensure that regard¬ 
less ot whether sanctions are imposed 
individually or collectively, their own 
interests are harmed the least, while 
penalising the targeted country to the maxi¬ 
mum. This is so when sanctions are de¬ 
cided against cither technology transfers 
or Financial flows. 
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CURRENT STATISTICS EPW Research Foundation 


Public sector haiiLs gross NPAs arc 16 per cent of their gross advances and net NPAs. after taking account of provision made for advances considered 
irrecoverable, K 2 per cent. Among public sector banks, the nationalised banks have higher NPAs than the SBI. Priority sector advances show higtier NPAs 
than other advances Whtle the NPA situation has improved somewhat in recent years, agaimst the backdrop of growing sickness among ftims the prospects 
are lai fioiii rca.ssunng 

Macroeconomic Indicators 


Weights 


Index Numbers of Wholesale t 

Prk«i(l9«l-82« 1(X)) 


All Coinmodilics 
Piimary Articles 
Food Articles 
Non-Food Articles 
Fuel, Power, Light and Lubncaitts 
Manufactured l^oducts 
Focxl Products 
Food Index (computed) 

All Commodities (weekly average basis) 
(April 3-.Sept II. IQ()9) 


Cost of Uving Indices Month 


Industnal Workers (l9S2sl(X)) 424 

Urban Non-Man Fanp (l984-85sl(10) .^.SO.O’ 

Agri Lab (I986-«7=I()0) (Link factor S.H9) 304.0’ 


Money and Banking (Ks crore) 

August 27, 
1999 


Sept 11. 
1999 


_ Variation (Per Cent) : Point-to-PDint 

Over 12 Mrmths Fiscal Year So Far 1998-99 1997-98 1996-97 1995-96 
Latest Previous 1999-2000 1998-99 


100.00 

363 7 

1.3 

2.0 

8.4 

2.7 

5.8 

5.0 

5.3 

6.9 

5.0 

32.30 

397.4 

29 

2.7 

14.9 

4.6 

11.3 

9.3 

5.5 

7.0 

5.4 

17.39 

471 4 

3 4 

3.7 

18.3 

73 

IS.6 

11.7 

4.0 

9.6 

9.8 

10.08 

377.9 

1.6 

-0.5 

12.7 

-1.3 

6.6 

7.5 

8.5 

3.5 

-1.9 

10.66 

401 8 

1 2 

5.8 

2.8 

5.9 

-l.l 

-1.2 

11.4 

16.9 

3.7 

57.04 

337 5 

0.4 

0.8 

5.6 

0.8 

3.9 

.3.8 

4.0 

4.9 

5.0 

10.14 

348.3 

1.9 

-3.1 

10 8 

1.9 

10.3 

4.9 

5.5 

14,1 

-0.7 

27.53 

426 0 

3 0 

1.6 

1.5.8 

5.6 

13.8 

9.5 

4.5 

II.1 

6.3 

100.00 

358 1 

0.3 

4.8 

59 

2.8 

7.4 

6.9 

4.8 

6.4 

7.8 


_ Variation (Per Cent)' Point-to-Point _ 

Over 12 Months Fiscal Year So Far 1998-99 1997-98 1996-97 1995-% 1994-95 
Latest Previous 1999-2000 1998-99 


Money Supply (Ml) 1027484 

Currency with Public 17667.3 

Deposit with Banks 846280 

Net Bank Credit to Govt 419643 

Bank Credit to Comml .Sector 497212 

Net I-'oreign Exchange Assets 169986 

Re.scrve Money (.Sept 10) 264679 

Net RBI Credit to Centre $ 1.54564 

RBI Credit to Bk.s/Comm .Sector 24846 

Scheduled Commercial Banks (Sept 10) 

Disposits 749844 

Advances 374746 

Non-Fixxl Advances 353800 

Investments (fur SLR purposes) 288105 

Commercial Investments and 
bills redcicounled with Ms 5397 3 


Over Month Over Year 


10468(10) 149047(17.0) 
69neg 26840(17.9) 
10706(1.3) 122371(16.9) 
926(0.2) 54758(15.0) 
2704(0.5) 63712(14.7) 
-1298(-0.8) 26145(18.2) 
2606(1.0) 28449(12.0) 
3682(2.4) 9231(6.4) 

-40.37(-14.0) 7033(39.5) 

5881(0.8) 100764(15.5) 
1.502(0.4) 50691(15.6) 


_ Vanat ion _ 

Fiscal Year So Far 
■1999-2000 1998-99 


1997-98 1996-97 


2615(0.7) 

5095(1.8) 

983(1 9) 


45770(14.9) 

43181(17.6) 


55280(5.7) 

7291(4.3) 

47279(5.9) 

32491(8.4) 

6848(1.4) 

5624(3.4) 

5309(2.0) 

9147(6.3) 

-641(-2.5) 

35819(5.0) 
.5908(1.6) 
1779(0.5) 
33510(13 2) 


.57105(7.0) 150872(18 4) 119484(17.0) 97841(16.2) 
42.5.5(2.9) 2.3804(16.4) 1.3491(10.2) 13829(11.7) 
.516%(7 7) 126788(18 9) 105647(18.6) 84162(17.5) 
.34287(10.4) .56.5.54(17.1) 41979(14.5) 30840(12.0) 
190 neg .57054(13.2) .5700.3(15.1) 31659(9.2) 

5747(4.2) 26268(19.0) 32597(30.9) 23356(28.4) 
9828(4.3) 32%9(I4.6) 26417(1.3 2) .5.527(2.8) 

11717(8.8) 11801(8.8) 12914(107) 19.34(1.6) 

2.531(16.6) 10206(66 8) 2028(15.3)-15.5.57(-.54.0) 


50.595(8.5) 11.5,540(19.3) 92886(18 4) 71780(16.5) 
-24 neg 44759(13 8) 4.5676(16.4) 24387(9.6) 

-3.564(-l.l) 40427(1.3.0) 40790(15.1) 26.580(10.9) 
26219(12.0) 35890(16.4) 28192(14.8) 2.5731(15.6) 


bills redcscouiited with Ms 5.3973 983(1 9) I4.373(.36..3) 5315(10.9) 7587(2.3.7) 16645(520) 12472(63.1) 4168(27.1) 

ef Includes Rs 17.945 crore on account of prixteeds Iroin RIBs since August 28.1998: excluding them the year-on-year and the 1998-99 fiscal year growth of money supply 
would he 14.9 per cent and 15.6 per cciu, respectively Likewise, bank deposits witksjt RIBs grew by 13.5 per cent and 15 5 percent, respectively 5 alter closure of government accounts. 


Index Numbers of Industrial 
Production (199.3-94=100) 


General Index 
Mtiutig and (parrying 
Mantilacturing 
Flicctricity 


Capital Market 


B.SF. .Sensttive Index (1978-79=100) 
BSE-100 (1983-84=100) 

B.SF.-200 (1989-90=100) 

.S and P CNX-.50 (Nov 3. 1995=1000) 
Skindia GDR Index (Jan 2. 199.5=1000) 


Weights 

July 

1999 i 

100.00 

145 2 

10.47 

118.0 

79 36 

149 0 

10.17 

144 0 

Sept 24. 


Fiscal Year So Far Full Fiscal Year Averages 

I999-2(XX) 1998-99 1998-99 1997-98 1996-97 1995-96 


145.1(5 4) 1.37.7(4.2) 143.1(4.0) 

ll.5 7(-1.2) 117.1(0.5) I20 3(-l.8) 

149 2(6 3) 140.4(3.9) 146.7(4.4) 

144.1(4 6) 1.37.8(9.3) 138.4(6.4) 


Month Year 1999-2000 So Far 


1.37.6(6 6) 129.0(5.5) 122.3(12.8) 

122.4(5.9) ll.5,6(-2.0) 117.9(9 6) 

1406(6.7) 131.8(6.7) 123..5(n.8) 

130.0(6.6) 121.9(3.9) 117.3(8.1) 


1998-99 End of Fiscal Year 


1994-95 


108.4(8.4) 

107.6(7.6) 

108.5(8.5) 

108.5(8.5) 


47.58(47.5) 
2221(55.7) 
512(55 2) 
1412(51 0) 
850(19 6) 


4792 3225(-l7 1) 
2164 1426(-l.5.6) 
498 .330(-12.5) 

1.383 9,3.5(-l5.8) 

910 710 



Hggj 





3245 

4906 

2783 

4281 

3740(-3.9) 

3893(15.8) 

3361(-0.2) 

1409 

2221 

1242 

1890 

165l(-2.7) 

1697(15 9) 

1464(-5.5) 

322 

512 

289 

429 

380(0.8) 

377(14.9) 

.328{-5 0) 

931 

1423 

812 

1213 

I078(-3.S) 

1117(1.5.4) 

%8 

.581 

980 

515 

1015 

653(-.30.5) 

940(1.1) 

930(-4,4) 


Foreign Trade 


_ Fiscal Year So Far 

l9<J9-2000 1998-99 


Full Fiscal Year _ 

1998-99 1997-98 l9%-97 1995-% 


Exports. Rs crore 
US $ mn 
Imports: Rs crore 
US $ mn 

Non-POL US $ mn 
Balance of Trade Rs crore 
US $ mn 


47467(8.5) 
11042(4.0) 
60488(5.4) 
14072(1.0) 
ll.31.3(-6.6) 
-13021 
-.3030 


43767(6.4) 

l06l4(-7.7) 

.57388(18.0) 

13932(2.6) 

12108(18.6) 

-13622 

-3.318 


141604(8.8) 

33613(-.3.9) 

176099(14.2) 

41802(0.9) 

35928(10.3) 

-3449.5, 

-8188 


130101(9.5) 
34976(4.5) 
154176(11.0) 
41449(5.9) 
32526(11.9) 
-24076 
-6472 


118817(11.7) 

33470(5.3) 

1.38920(13.2) 

.39132(6.7) 

290%(-0.2) 

-20102 

-566.3 


106353(28 6) 
31797(20.8) 
122678(36.3) 
36678(28.0) 
29152(28.3) 
-16325 
-4881 


Vanation Over 


Fiscal Year So Far 1998-99 1997-98 1996-97 1995- 
1999-2000 1998-99 


Niilr\ (i) Supcrscripi nunwral dennies month lo which figure relates, e g. superscript 7 stands for July; (li) Figures in biackels are percentage variations over the specified or 
over Ihe cninparahle pi-riod ol ihc previous year neg negligible 


Foreign F.xchange 

Reserves (excluding gold) 

Sepi 17. 
1990 

SepI 18. 
1>J98 

March 31 
1999 

Month 

Ago 

Rs crore 

US S mn 

132.505 

3043.3 

II1194 
26149 

125446 

29530 

-499 

-108 
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# Out of 36 foreign banks. 16 banks had nil NPAs in 1996-97 as compared with 12 (out of 30) in 1995-96. @ Out of 34 foreign banks,14 banks had nil NPA. * Total NPAs of PSBs for 1996 is revised 
to Rs 41.661 crore. 

’ Net NPA means CPA minus provisions for the advances considered irrecoverable. Nat.Banks= Nationalised Banks and PSBs= Ihiblic Sector Banks. 

Figures in brackets indicate percentages to total Source-. Reserve Bank of India Bulletin. July 1999 and Trend and Progress of Banking in India. 1997-98. 











COMPANIES 
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EXIDE INDUSTRIES 

Higher Market Share 

EXIDE INDUSTRIES (EXIDE), the 
country’s largest storage battery manufac¬ 
turer. saw a sharp increase of 45.8 percent 
in net .sales in 1998-99. The acquisition of 
Standard Industries, another battery manu- 
lacturer, has given Exide command over 
more than four-fifths of the automotive 
battery market in India. However, the rise 
in market share apart, there has been a 
.sharp incrca.se in sales in terms of volume 
too. While the company's installed capa¬ 
city moved up by 22.9 per cent, sale of 
storage batteries rose by 43.4 per cent 
from 36,76,535 units to 52.70,383 units 
during the year under review. The 
company’s performance is significant, 
considering that the automobile industry 
itself has seen a negative growth rate during 
this periixl. A major reason for the in- 
crea.se in sales is that most of the new 
entrants into the automobile sector source 
their battery requirements from the com¬ 
pany. Thc.se included Honda City, I lyundai 
.Santro. Mitsubishi Lancer, Daewoo Mati/. 
and l ata Indica. 

In addition to the above, a major part 
of the company’s growth came from its 
industrial and motorcycle batteries divi¬ 
sions. In fact, the latter managed to attain 
the number one position in the market with 
a growth of 38 per cent. 

What made matters even easier for Exide 
was that the price of its main raw material, 
lead, fluctuated on a narrow hand, and 
thus there was no major incrca.se in material 
costs during the year. 

Meanwhile, for (he quarter ended June 
1999. Exide has notched up a further 18.6 
per cent increase in net sales as compared 
to the corresponding period last year. Net 
profit too increased by 19.5 per cent to 
Rs 6.5 crore during the same period. 
Depreciation rose sharply by 28.5 per cent 
following the commissioning of the new 
plant at Hosu '.Tamil Nadu, and the acqui¬ 
sition of Standard Batteries during the 
previous year. 

Though the company has performed well 
and expects to cross the Rs 1,000 crore 
mark in terms of gi oss sales i n 1 999-200(\ 
it needs to guard against a few factors. 
Firstly, with import of batteries being 
placed on Open General Licence (OGL), 
competition is expected to incrca.se in the 
replacement market where Exide has a 
strong position currently. Moreover, the 
import content in the company’s raw 
material, which is already high, has in- 


crea.sed from 53.5 per cent in 1997-98 to 
56.9 per cent in 1998-99. Though lead 
prices were relatively stable in 1998-99, 
this may nut be true in the current year. 

The company now plans to embark on 
a Rs 70 crore modernisation programme 
at its three plants in order to reduce costs 
and become more competitive vis-a-vis 
other players like Amara Raja Batteries. 
The modernisation programme comes at 
a time when APC of the US, a leading 
player in the global UPS (uninterrupted 
power supply) market, reportedly plans to 
.source all its requirements for batteries 
from Exide. In fact, the American company 
has already placed an order of40,000 such 
batteries per month and is intere.stcd in 
entering into an agreement with Exide. 
The latter, however, has decided to first 
put the supply logistics in place before 
entering into a long-term supply agreement. 

Exide is al.so expected to launch at least 
four new products in 1999-2000, which 
will cut across all categories of batteries 
produced by the company. 

The company’s shares presently quote 
at around Rs 274 on the bourses, di.scount- 
mg its 1998-99 earnings by a comfortable 
25.3 times, thus reflecting the high inves¬ 
tor fancy for the scrip. 

INDIAN HOTELS 

Corporate Restructuring 

A drop in foreign tourist arrivals affected 
the performance of Tata group company 
Indian Hotels in 1998-99. This was mainly 
due to the impact of an economic slow 
down, as (he hospitality industry is usually 
one of the first to be affected. Rextm 
occupancies were underpressure, particu¬ 
larly in the luxury .segment. 

While income from operations declined 
by 1.1 per cent over 1997-98, the 
company’s operating profit fell by 2.8 per 
cent over the same period. Though interest 
expenses and tax provi.sion were lower by 
8 per cent and 3.9 per cent, respectively, 
an additional provision for tax provision 
in respect of earlier years amounting to 
Rs 10 crore led to a drastic fall in the 
company’s ootiom line (lower by 13.6 per 
cent). In spite of earnings per share diving 
from Rs 30.6 to Rs 26.4, the company 
decioed to maintain the dividend Tate at 
last year’s level of 85 per cent. 

Keeping in view its poor performance, 
Indian Hotels undertook a major corpo¬ 
rate restnicturing exercise during the year 
under review. Under this programme, the 
company’s operations were regrouped 


under five strategic business units (SBUs), 
namely. Luxury Hotels division. Leisure 
Hotels division. Business Hotels division. 
Air Catering Services and the Inter¬ 
national Operations division. All the hotels 
forming part of the Taj group, which the 
company manages, across the country and 
outside have been grouped under the 
different business units with a focus on 
the customer for each segment. All these 
segments arc supported by strong central 
groups such as sales and marketing, fi¬ 
nance, projects, operational standards, 
legal affairs, etc. According to the com¬ 
pany, the new structure is not only ex¬ 
pected to impart greater dynamism and 
cu.stomcr focus cross the Taj group of 
hotels, but also enhance customer satis¬ 
faction and improve profitability of the 
company on the whole. 

Meanwhile, Indian Hotels recently 
entered into an agreement with Pune 
Industrial Hotels for the purchase of Blue 
Diamond Hotel, Pune, and Hotel City Inn, 
Baramati. Both hotels can be classified as 
business hotels and renovation work is 
expected to begin this month. While Blue 
Diamond Hotel is a 120-room 5-star unit 
located between the airport and city cen¬ 
tre, Hotel City Inn is a 34-room unit meant 
for business travellers. Until the agree¬ 
ment is formali.sed, the Kirloskars (origi¬ 
nal owners) will continue to manage and 
(operate these hotels. 

In another move, the Taj group’s St 
James Court Hotel, the favoured London 
haunt of Indian politicians and business¬ 
men, will get a new name and become part 
of an international hotel chain soon. 
Though Indian Hotels will continue to run 
the 370-room hotel, it will hand over key 
functions, including marketing, sales and 
public relations, to rhe giant Crowne Plaza 
chain. The company’s decision to become 
part of this chain comes at a time when 
it is looking closely at its international 
properties which have been producing 
indifferent returns for several years. The 
St James Court has just about been break¬ 
ing even. 

The situation has not improved in the 
current year, with increased competition 
and a further drop in foreign tourist arrival.s. 

IPCA LABORATORIES 

Export Growth 

IPCA Laboratories (IPCA) has been in the 
news in the past for its Bachchan connec¬ 
tion. In 1998-99 while the company’s 
net sales rose by 15.2 per cent over the 
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Financial Indicators 


March 

1999 


March 

1998 


March 

1999 


March 

1998 


IPCA 

Laboratories 
March March 
1999 1998 


Incnmc/appropriations 

1 Net sales 64450 

2 Value of pruduclion 65754 

3 Other Income 282 

4 Totnl mtome 66036 

5 Raw matcrials/slores and 

spares consumed 35013 

6 Other mamilacturing expenses 3529 

7 Remnneralion to employees 5908 

8 Other expenses 8448 

9 Uperaung piolil 13138 

10 Interest 5075 

11 hum piolil 7933 

12 IX-pieciation 3397 

13 l‘ntfil before ta\ 4536 

14 Tax piovision 550 

15 Profit after tax 3986 

16 Dividends 1407 

17 Retained profit 2579 

Lial.'ililics/asscts 

18 Raid-iip capital 6100 

19 Reserves and surplus 25448 

20 Long-term loans 32712 

Shorl-icrn' loans 4329 

22 01 which bank boriowings 4329 

23 (iross fixed assets 55471 

24 Aiiiimulated depreciation 11699 

25 liivenlories 17134 

26 Total assets'liabilities 79468 

Misccllancuus items 

27 Rxcise duty 17235 

28 (iioss value added 19353 

29 Total loreigp. exchange income 2236 

10 Total foreign exchange outgo 18459 

Key finaiicial and performance ratios 

31 Turnover lalio 

isales to lolul assets) (%) 81 10 

32 Sales to total net assets (‘7, ) 93 97 

33 Ciioss value added to 

gloss fixed assets (%) 14 89 

34 Return on ins’Cstmeiit 

';moss profit to total assets) t9f<) 9 98 

15 Gross piofit to sales 

(gross margin) (%■) 12.31 

36 Operating profit to sales (%) 20 38 

37 Profit before tax to sales (‘3 ) 7 04 

38 Tax provision to 

profit before tax (‘3 ) 12 13 

.19 Profit after tax to net worth 

(return on equity) (‘39 12 63 

40 Dividend (91) 35 00 

41 Laniing per share (R.s) 10 83 

42 Book value per share (Rs) 71.20 

43 P/E ratio 25.29 

44 Debt-equity ratio 

(adjusted for revaluation) ('4>) 116 28 

45 Shurt-tciiii bank borrowings 

to inventories (91) 25.27 

46 Sundry creditors to 

suiidiy debtors (.%) 41.55 

47 Total remuneration to employees 

to value added (%) 30.53 

48 Total remuneration to employees 

to value of produetton (%) 8.99 

49 Cross fixed assets formation (919 17 31 

50 Growth in invenrones (%) 9.48 
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previous year operating profit increased 
by 26.6 per cent. However, the rise in the 
company's bottom line was restricted to 
10.1 percent I'ollowingapaymentoIRs 3.2 
crorc towards u voluntary retirement 
scheme implemented during the year. 
Moreover, there was a shaip rise in intere.st 
(up 21 per cent) and depreciation (higher 
hy 15.3 per cent). 

A significant part of the company’s 
turnover comes from anti-malerials, while 
almost half of its formulations arc ba.scd 
on price-controlled drugs. Tabicts/capsules 
account for 44 per cent of the company’s 
luriiovci. Basic drug.s/intermediates 
bring inanolht?r33 percent, while oral.s/ 
liquids and injectablcs contribute 12 
per cent and 9 per cent of total sales, 
respectively. 

During the year, the company consoli¬ 
dated its presence in the bulk, drugs and 
drug intermediates market in the US and 
Europe. The company’s export growth 
has occurred despite a slow down in inter¬ 
national trade due to the south-ca.st Asian 
and Russian turmoil. 

Meanwhile, for the first three months of 
l‘)99-20(K), the company's sales and in¬ 
come from operations increased margin¬ 
ally by I percent over the corre.sponding 
period Itl.st year. While financial cost 
declined by 14.8 jicr cent, depreciation 
was higher by 20.3 per cent over the same 
period Net profit improved by 15.1 per 
cent to Rs 7.0 crorc as compared to Rs 6.82 
crore in the first three months of the 
previous year. 

The company’s stock presently quotes 
at around Rs 154 on the btiurscs, 
discounting its 1998-99 earnings by 
9 times. 

Larsen & Toubro 

Engineering conglomeralc Larsen & 
Toubro (L&T) has pcrlormed well in 
the first quarter of 1999-2(KK). While net 
profit improved by 10 per cent over the 
corre.sponding peiiod last year, the 
company’s net .sales were higher by 8.3 
per cent. This was despite a shat p increase 
in interest charges (up 133 per cent) fol¬ 
lowing the commencement of commercial 
oiieralions ot the company’s cement plant 
at Awarpur in Maharashtra and also due 
to the increased level of activities. While 
depreciation increased marginally, provi¬ 
sion for tax was higher by 20 per cent. 
I .&T’s order book position for the quartet 
stootl at Rs 2,257 crore, indicating an 
i ncrease ol 4 per cent over the .same period 
last year. The total order backlog for the 
company at the end of June 1999 was 
R.s 6,563 crore. 


NA; means not avmiablc. 
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OFF THE SHELF 

Globalisation and National Politics 

I) N Ghosh 

Economic ^lohulisation creates pressures as well as opportunities for 
all economies and it is for the political class in each polity to spot 
the opportunities and learn to mould the pressures to serve the 
particular country's needs and interests. 


IN the prtjccss of transition from feudal¬ 
ism to capitalism, the ‘satanic mill' of the 
uncontrolled market mechanism, as Karl 
Polanyi analysed it in hisT’/ieG/rar Trans¬ 
formation, was wrecking the relationships 
between economy and society. Society 
was emerging as an adjunct ot the market, 
with .social relations getting embedded in 
the economic .system. The procc.ss of 
globalisation has reactivated the ‘satanic 
mill' with ferocious intensity. The pursuit 
of economic clliciency with the combi¬ 
nation of an unceasing stream ol new 
technologies and unfettered market com¬ 
petition has relegated to the background 
the social costs of such growth; fractured 
social institutions, anarchy and unceilainty. 

Writing as a political .scientist, from the 
vantage point of a former supporter of the 
New Right, John Gray highlights, in a 
pa.s.sionate polemic,* the dehumanising 
social impact ot laissei'-taire in a globally 
integrated economy. Globalisation has 
been characterised by him as the great 
American project, holding the key to future 
global prosperity. As the world’s domi¬ 
nant political and military power and home 
of the world's largest MNCs, the US 
engineers the forces of globalisation and 
displays missionary /.eal to spread it across 
the globe. 

UK. New Zealand and Mexico are 
selected by Gray lo. special case studies. 
These countries .set about harnessing the 
explosive potential of technology and the 
vast resources of MNCs but had to pay 
a very heav j price. The unleashed free 
market has destroyed the stability of [wst- 
war welfare capitalism and undermined 
social cohesion, sweeping away the fam¬ 
ily. proletari.sing the middle classes, 
weakening intermediary institutions and 
associations, and contributing to “an as 
lonishing growth of economic inequali¬ 
ties of all kind.s". Neither the US nor the 
western world has escaped from these 
perverse social comscquences which Gray 

* t-'atsi Dawn' The Delusions of Cilohat 

Captutlism by John Giuy, Grania Books, 

London. i<J9S. 


lays at the door of globalisation. An ever- 
widening li.st ol countries arc falling vic¬ 
tim to the delusion that globalisation would 
usher in a new dawn. I'he misery of a lew 
I'f these has been documented by even the 
staunchest advocates of globalisation. No 
country is anywhere near the ptfradigm ot 
the ‘post-historical’ society which 
Fukuyama spoke of. 

With powerful rhetoric Gray pleads for 
a regime ol global govcniance for eman¬ 
cipation from agony and anarchy associ¬ 
ated with global free marketism. An in¬ 
ternational order may bring some measure 
of public governance over private power, 
but this is a distant utopian dream. .Such 
a regime could only be estubli.shed by the 
world’s great economic powers acting in 
concert, with the US providing the lead¬ 
ership. With her global reach over enter¬ 
prises and markets in other countries, the 
US would prelcr to as.sert herself through 
controlled interventionism and enforce¬ 
ment of standards and regulations consis¬ 
tent with her i ntcrests. The world economy 
can function only .so long as its institutions 
are underwritten by an effective, global 
power and the US fulfils this role admi¬ 
rably. She owes it to the world, as Lester 
Thurow argues in his book Future oj 
Capitalism, to keep herself fully strength¬ 
ened all the time to act as its policeman 
to prevent global anarchy. 

Globalisation is an open-ended process 
intlucnced continually by tectonic forces 
and developments in the areas of techno¬ 
logy and communication and affecting 
different economies in different ways, 
reordering modes of production and (gla- 
tionships within different polities. It is not 
an unmitigated curse, “a turn in the history 
of servitude" as Gray characterises it, nor 
is it endowed with a ‘human face’ needing 
a bit of “cosmetic surgery on one eheck 
and a trinket in an ear’’ as Jagdish Bhagwaii 
puts it in a recent column in The Financial 
Times (‘Cheap Liberal Talk’, August 17, 
1999). Those who believe in the ‘Wash¬ 
ington consensus’ and those who decry it 
as the ‘American project’ swing between 


the hallucinatory visions of a free unfettered 
market and the horrors of regulation evils. 
Economic globalisation creates pressures 
as well as opportunities for all economies 
and it is forthe political class in each polity 
to spot the opportunities and learn to mould 
the pressures to .serve its own country’s 
needs and interests. 

Admittedly MNCs, the standard bearers 
of globalisation, have their own agenda; 
they look for a borderless world, an in¬ 
dispensable sine qua non for their con¬ 
tinued expansion, growth and diversi¬ 
fication. 'Their interest lies in breaking 
down the political boundaries of states and 
converting the ruling political class in 
each to their way of thinking. They have 
In resort to multifarious stratagems, some 
subtle, some brazen, but all with the sole 
objective of persuading the ruling politi¬ 
cal class that globalisation be viewed as 
the technical prerequisite ol economic 
growth. MNCs bring new technologies, 
innovative products and sophisticated 
management practices and create strong 
pressures for supportive policies for a 
certain kind of deregulation and 
pri vati.sation for their uninterrupted work¬ 
ing. What is crucial lor their agenda is the 
delinking of politics from the economy, 
a change in the nature of the political 
process itself. In many poor and develop¬ 
ing countries, the ruling political class 
.stirrenders to such pressure and rationali.ses 
the loss of national control over the 
economy and the legitimacy of the politi¬ 
cal regime in the name of national interest. 
Political .stability, for those economic 
agents active in a global environment, 
comes to signify the continuation in power 
of those interest groups in the politics who 
accept as inevitable the increasingy wid¬ 
ening gap betwcc.n formal and effective 
sovereignty in the management of their 
national economics. 

The nature and character of the political 
class is of decisive significance in coun¬ 
tering the consequences of liee market 
policies and at the same time creating 
conditions for technological and economic 
transformation of (he national economies. 
Even Gray, for all his anti-American 
rhetoric, concedes that “no political reac¬ 
tion against the consequences of free- 
market policies will be effective that docs 
not grasp the need for technological and 
economic transformations’’ that globalis¬ 
ation can and is able to harness. Some of 
the social evils and economic deficiencies 
which evoke raging passions arc attribut¬ 
able not to globalisation but to inadequa- 
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cies and deficiencies internal to the poli¬ 
ties. These have to be accepted candidly 
and transparently by the political class. It 
is not free markets that have caused the 
crisis of the welfare state but internal 
weaknesses and deficiencies which have 
bred self-perpetuating interest groups. 
Nationalist rhetoric and ideology have 
become the rallying point for those inter¬ 
est groups who rush to find foreign scape¬ 
goats to blame for their own impotence. 
Dominant interests and institutions which 
have stakes in old intellectual obsoles¬ 
cence look for ways to shield themselves 
from change: they do not like being shaken 
out of cosy comfort, the privilege of 
enjoying the umbrella of political patron¬ 
age is too dear for them. All these are 
hallmarks of a polity whose horizons are 
limited and is seen to love and embrace 
stagnation as a way of life. 

The political class has to a.s.sumc neces¬ 
sary moral authority and leadership. It 
must know how to discipline itself and 
also accept the responsibility of persuad- 


DURING a purely informal di.scussion, a 
high ranking WTO official once won¬ 
dered aloud as to whether all member 
countries really understood the full impli¬ 
cations of proposals they were called upon 
to accept. He went on to suggest that no 
member country should contract a future 
binding obligation without knowing what 
it applies to. Though the suggestion was 
made on condition of strict anonymity, it 
was a very valuable sugge.stion based on 
years of experience of witnessing a large 
number of multilateral negotiations from 
a position of neutrality and objectivity. 

^ Particularly the developing countries, with 

rather limited resources and smaller dele¬ 
gations, may not often be in a position to 
analyse and understand the implications 


ingthe entrenched domestic interest groups 
to change their focus to fulfil their roles 
and expectations in a globally integrated 
economy. It cannot abdicate its re.sponsi- 
bility under cover of nationalistic or ideo¬ 
logical rhetoric. It has to find ways of 
creating and nurturing an ambience for 
responsible and enlightened political ac¬ 
tivity and resolving the antinomy between 
polity and economy, between the logic of 
global expansion of economics and the 
socio-economic compulsions within na¬ 
tional boundaries in the interests of the 
polity. This dilemma cannot be resolved 
within a system of fixed beliefs and a set 
of precise goals, nor within the parameters 
of any ideological framework, where 
everything is known, determined and 
certain. In politics tom between the in¬ 
creasingly undeniable dependence on an 
internationalised economy and the desire 
to control their collective fate, global 
interdependence can be made to turn to 
national advantage only through a process 
of adaptive and flexible political activity. 


of what they are being asked to agree 
to at multilateral negotiating tables. 
Electronic commerce isespccially such an 
area where at the present stage of its 
development “there arc many more ques¬ 
tions than answers”. As such, befor? 
entering into any future binding obliga¬ 
tions in the area of e-commcrce, the 
developing countnes need to be even more 
cautious regarding the implications of such 
obligations. 

Initially, the US and HU had reached an 
agreement on December 5,1997 to work 
towards a global understanding to con¬ 
tinue the “current practices not to impose 
duties on electronic transmissions”. Sub¬ 
sequently on February 19, 1998, the US 
had presented a market access proposal to 


the WTO calling for agreement among the 
member countries to permanently put a 
moratorium on customs duty on electronic 
transmissions. However, due to lack of 
unanimous support in the subsequent G8 
meeting, the US proposal could not be 
adopted in the Second WTO Ministerial 
Conference held in May 1998 at Geneva. 
Nevertheless, a Declaration on Global 
Electronic Commerce was adopted by the 
ministers under which it was agreed to 
continue the duty free status of electronic 
transmissions for one year only subject to 
automatic review thereafter. The Decla¬ 
ration also authori.scd the General Council 
of the WTO to establish a comprehensive 
work programme to examine all trade- 
related issues relating to global e-com- 
mercc, taking into account the economic, 
financial and development needs of devel¬ 
oping countries. Accordingly, the General 
Council of the WTO established a Work 
Programme on e-commcrce on Septem¬ 
ber 25, 1998. 

WTO Work Programmi-. 

The Work Programme broadly defines 
the term ‘electronic commerce’ to mean 
production, di.stribution, marketing, sale 
or delivery of goods and services by elec¬ 
tronic means and to include not only 
examination of all these aspects of c- 
commcrce but also specifically examina¬ 
tion of issues relating to the development 
of infrastructure for e-commerce. Under 
the programme, the General Council of 
the WTO itself is required to examine 
trade related is.sucs of across-cutting nature 
as also all aspects concerning the impo¬ 
sition of customs duties on electronic 
transmissions. There are a number of other 
specific issues which, however, have been 
a.s.signed under the programme to various 
WTO bodies. Though these arc described 
in the related WTO document, it may not 
be out of place to outline the same here 
in some detail to enable the readers to 
appreciate the wide scope and coverage 
of the Work Programme on the one hand 
and the complexities of issues involved 
on the other. It goes without saying that 
these issues need to be addressed properly 
before member countries can decide to 
enter into any binding obligation. The 
issues were assigned to various WTO 
bodies as follows:- 

(1) Council for Trade in Services 

The Council for Trade in Services shall 
examine and report on the treatment of 
electronic commerce m the General Agree¬ 
ment on Trade m Services (GATS) legal 
framework. The issues to be examined 
.shall include: 


} COMMENTARY _ 

WTO Work Programme on Electronic 
Commerce 

A Developing Country Perspective 

C Satapathy 

Electronic commerce is an area where, at the present stage of its 
development, there are many more questions than answers. Before 
entering into future binding obligations in this area, the developing 
countries, including India, need to carefully consider the implications 
of such commitments. 
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- scope (including modes of supply) (Ar¬ 
ticle f): 

- MFN (Ankle II); 

~ transparency (Article III); 

- increasing panicipatiun of developing 
countries (Article IV); 

- domestic legulation, standards, and re¬ 
cognition (Articles VI and VII); 

- competition (Articles VIII and IX); 

- protection of privacy and public morals 
and the prevention of fraud (Article 
XIV); 

- market-access commitments on clec- 
trotiic supply of .services (including com¬ 
mitments on basic and value added tele¬ 
communications services and on distri¬ 
bution services) (Article XVI); 

- national treatment (Article XVII); 

- customs duties; 

- classification issues. 

(2) Ctiuncil Jor Trade in Goods 

The Council for Trade in Goods shall 
examine and report on aspects of elec¬ 
tronic commerce relevant to the provi¬ 
sions of G A'lT 1994. the multi lateral trade 
agreements covered under Annex IA ol 
the WTO Agreement, and the approved 
Work Programme. The issues to be exam¬ 
ined .shall include; 

- market ricccss for and access to prod¬ 
ucts related to electronic commerce; 

- valuation issues arising fiom the appli- 
catitm of the Agreement on Implemen¬ 
tation of Article Vll of the GAIT 1994; 

- issues arising from the application of 
the Agreement on Import Licensing Pro¬ 
cedures; 

- customs duties and other duties and 
charges as defined under Article 11 ol 
GATf 1994; 

- standards m relation to electronic com- 
'mcrce. 

- rules ot origin issues; 

- classification issues. 

(3) Council for i TIPS 

The Council for TRIP.S shall examine 
and report on the intellectual property 
issues arising in connection with elec¬ 
tronic commerce. The issues to be exam¬ 
ined shall include: 

- protection and enforcement of copy¬ 
right and related rights; 

- protection and enforcement of trade¬ 
marks; 

- new technologies and access to tech¬ 
nology. 

(4) Committee for Trade and 
Development 

The Committee on Trade and Develop¬ 
ment shall examine and report on the 
development implications of electronic 


commerce, taking into account the eco¬ 
nomic, financial and development needs 
of developing countries. The issues to be 
examined .shall include; 

- effects of electronic commerce on the 
trade and economic prospects of 
developing countries, notably of their 
small-and medium-sized enterprises 
(SMUs) and means of maximising 
possible benefits accniing to them; 

- challenges to and ways of enhancing 
the participation of developing coun¬ 
tries in electronic commerce, in particu¬ 
lar as exporters of electronically deliv¬ 
ered products; role of improved access 
to infrastructure and transfer of technol¬ 
ogy, and ol movement of natural per¬ 
sons; 

- u.sc of inlormation technology in the 
integration of developing countries in 
the multilateral trading system; 

- ir.i|)lication.s for developing countries 
of the possible impact of electronic com¬ 
merce on the traditional means of dis¬ 
tribution of physical goods; 

- financial implications of clcctninic com¬ 
merce lor developing countries. 

It may he seen from the above listing 
that the issues identified under the W'fO 
Work Programme on c-commcrcc are w ide 
ranging and raise many questions in re¬ 
lation to (his new but rapidly growing 
mtxlc of commerce. The reach of tlie agenda 
under the W TO Work Programme also 
goes far beyond the initial US-driven 
proposal to impose a permanent morato¬ 
rium on customs duly on electronic trans¬ 
missions, though the US proposal nodoubt 
remains the core issue for consideration. 

Implicai ions of us Proixisai. 

The OliCD report titled ‘The Economic 
and Social Impact of Electronic Com¬ 
merce’ examines some of the relevant 
issues in the context of the future ol c- 
commerce. It notes that continuing US 
dominance in the sphere of electronic 
commerce in the global market is creating 
competitive concerns and suspicions in 
other countries. The OECD report points 
out that out of the estimated $ 26 billion 
electronic commerce last year, four-fifths 
are attributable to the US. This dispropor¬ 
tionately b'gh US market-.share is not likely 
to reduce beyond two-thirds of the total 
expected market worth $ KXIO billion in 
the year 2(X)3. It also notes that the US 
lead reflects lack of growth of the market 
in Europe and Asia caused by high costs, 
consumer attitudes and barriers to com¬ 
petition. Slow development of e-commcrce 
in Europe and Asia are also attributed to 
high telecommunication cost, slow 
liberalisation and insufficient transmis¬ 


sion band width. The US consumers are 
more used to distance shopping on ac¬ 
count of being u.sed to mail order sales. 
The OECD report doubts that e-commerce 
will replace traditional forms of retailing. 
E-commerce is likely to be more pro¬ 
nounced in dealings between one business 
and another rather than in retail transac¬ 
tions involving consumers. At the most, 
it may become another channel for retail¬ 
ers like mail order rather than a new 
dominant mode of commerce. The report 
finds little evidence that products sold on 
the Internet arc cheaper. It goes on to say 
that c-commerce is expected to cut dis¬ 
tribution co.sts by S per cent and yield 
efficiency gains of 0.7.5 per cent of GDP, 
but these savings could lead to low con¬ 
sumer prices only if there was significant 
competition. 

These findings leave one in no doubt 
as to why acceptance of the US proposal 
to put a permanent moratorium on cus¬ 
toms duty on electronic transmissions 
worldwide is going to primarily benefit e-' 
business originating from the US to the 
largest extent both in the short and the 
medium run. This is of course no argument 
for other countries not to develop their 
market share of e-conimerce. It was ar¬ 
gued in an earlier paper' that with ad¬ 
equate legal Iramework in place and rapid 
technological advances in the field of 
secure electronic transmissions, global e- 
commerce is destined to grow in leaps and 
bounds and create new opportunities for 
trade in future which no nation can afford 
to miss. Every country needs to have the 
necessary technological infrastructure in 
addition to the legal framework for facili¬ 
tating electronic commerce, preventing 
computer mi.su.se and ensuring data pro¬ 
tection to be able to take advantage of 
growth opportunities in the area of e- 
commcrce. There is absolutely no dispute 
that every country, whether developing or 
developed, has to set its house in order 
to quickly grab the new opportunities and 
become a prominent player in the fast 
growing arena of c-commerce. 

However, when it comes to undertaking 
any binding obligation every country must 
ask the necessary questions as to what are 
the short-term and long-term implications 
of such obligations. Moreover, each coun¬ 
try must bargain for securing maximum 
advantage for its national trade before 
binding itself to some obligations that 
provide greater market access to others. 
It is in this context that the core proposal 
of the US m the area of e-comincree is 
worth examining in some detail as also 
some of the other important issues relating 
to c-commerce. 
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On the face of it, the US proposal looks 
straightforward and asks the member 
countries to agree to continuing 
indefinitely their current practice of not 
imposing customs duty on electronic trans¬ 
missions. The proposal, however, has 
several implications which need deeper 
analysis. It is not at ail clear what is sought 
to be covered under the phrase ‘electronic 
transmissions’. It is significant that the US 
proposal is not limited to not imposing 
customs duties on ‘goods’ traded digi¬ 
tally. Does it, therefore, imply a wider 
coverage than ‘goods' and include ‘ser¬ 
vices' as well? In fact, a legitimate doubt 
regarding classification has ari.scn in the 
context of electronic transmis.sions of the 
content of books, audio CDs, films, com¬ 
puter .software, etc. These products, when 
deli vercdon physical media, have all along 
been classified as goods and charged to 
customs duty or exempted from it depend¬ 
ing on the prevalent tariff at national 
borders of respective member countries. 
However, thc.se products arc now capable 
ofbcingdigitali.scd and transmitted thniugh 
the Internet. Some argue that since these 
products arc like goods, the correspond¬ 
ing electronic transmissions should be 
classified as goods, but many others may 
not agree to this proposition and the clas¬ 
sification issue for customs duly purposes 
for these products remains far from settled. 
There is, however, no doubt that various 
other products which arc not in the nature 
of goods but arc clearly ‘services' can 
easily be transmitted in digitalised form. 
P.xamples include legal advice, medical 
opinion, travel tickets, financial services, 
telecommunication services and a host of 
others. 

Generally, customs duties are impo.sed 
on giMKls at the international border and 
one may be misled to believe that the US 
proposal is limited to exempting customs 
duties on only such electronic transmis¬ 
sions which can be classified as goods, but 
one suspects this may not be so. There are 
instances of imposition of customs duty 
on services and products whose classifi¬ 
cation as gcKsds is not undisputed. Elec¬ 
tricity is one such product, which may not 
be .strictly classifiable as goods, but has 
been subject to customs and excise duty 
in the past cither at the time of import or 
at the time of production. The US itself 
charges customs duty on ship repair 
charges, based on the extent of value added, 
when a ship arrives at US port after being 
repaired at a foreign destination. Some 
view such a levy to be in the nature of 
customs duty on services and not on goods. 
As such, from the US proposal it cannot 
be concluded that it is limited to imposing 


a moratorium on customs duty only on 
electronic transmissions that can be clas¬ 
sified as goods. It can very well be inter¬ 
preted to include .services. 

It is well known that the developed 
countries have little dependence on cus¬ 
toms duties. Bulk of their revenue comes 
from direct taxes and from dome.stic taxes 
such as V AT. etc. Many of these countries 
imprise VAT type of taxes both on goods 
and services, whether domestically pm- 
duced or imported. On the other hand, the 
developing countries are more dependent 
on revenue from customs duty, particu¬ 
larly import duties. A moratorium of the 
kind proposed by the US which is limited 
to cu.stoms duties alone may allow the 
developed countries to tax import of goods 
and services through VAT type of taxes, 
whereas developing countries would be 
denied the freedom to levy customs duties 
on imported goods and services. In effect, 
such a moratorium will have negligible 
effect on the revenue sources of the de¬ 
veloped countries but will secure duty free 
market access to their products in the 
developing countries. 

In times to come, developing countries 
would have to progressively impose taxes 
on services if they do not already have a 
VAT system of taxation. Normally, in 
respect of goods, an additional duty of 
customs is levied on imports at the same 
rate as the duty on domestic priHluction. 
In the case of import of services, unless 
a similar customs duty equal to domestic 
service tax is imposed, domestically pro¬ 
duced services arc likely to suffer a tax 
disadvantage. By agreeing to the US 
proposal, developing countries will have 
to give up the option of imposing cu.stoms 
duty on services imported through elec¬ 
tronic transmissions. 

Moreover, lax systems as well as vari¬ 
ous WTO agreements dealing with goods 
and .services arc required to be technology 
neutral. Tax exemptions cannot be given 
to a product merely because it is delivered 
thniugh a particular mode of transport. 
The US proposal is found wanting against 
this general principle. It seeks to exempt 
electronic transmissions from duties which 
will create tax inequity against similar 
products delivered in physical form. Such 
a proposal, if accepted, would create a bias 
in favour of electronic delivery and cause 
diversion of trade to the electronic mode. 
While this may increase the volume of c- 
commerce significantly as projected in 
various studies, it will reduce the tax-base 
apart from resulting in inequity. Though 
the diversion of trade in products such as 
btxiks, audio CDs. films, software, etc. 
may not result in erosion of the tax base 


significantly, the tax base is bound to be 
reduced to a very great extent if services 
transmitted electronically are also ex¬ 
empted from duty, considering the projec¬ 
tion of explosive growth of e-commerce 
encompassing trade in services. Member 
coiintrics who are looking for newer 
sources of revenue in the services sector 
need to worry about this aspect. 

The proposal of the US fora moratorium 
on cu.stoms duty indefinitely into the future 
also needs to be examined in depth. There 
is no doubt that the present state of tech¬ 
nology makes it difficult for taxing au¬ 
thorities to Icvyand collect duty on elec¬ 
tronically delivered products. Apart from 
the difficulty in classifying electronically 
delivered products, there arc questions 
regarding place and time of sale, location 
of the tax payer, juri.sdiction of taxing 
authorities, etc. which have no satisfac¬ 
tory answers at the present time. A mora¬ 
torium on taxing such products would 
merely avoid these questions, but on that 
ground alone indefinite moratorium on 
taxes for all time to come may not be 
warranted. Human ingenuity and techno¬ 
logical advances may offer solutions to 
some of thc.se quc.siions in the future. It 
is significant that the much talked about 
recent US legislation, namely the Internet 
Tax Freedom Act, provides for only a 
three-year moratorium on e-commcrce tax. 
It is not known why the US is pu.shing 
for an indefinite tax moratorium at the 
WTO forum when domestically it is happy 
with a mere three-year tax moratorium. 
Moreover, the Internet Tax Freedom Act 
of the US also allows taxation of Internet 
access if such taxes were generally im¬ 
posed and actually enforced prior to 
October 1998. 

A federal Advisory ('ommission on 
Electronic CTommcrce has al.so been set up 
in the US “to think up good reasons to 
tax electronic commerce''. Governor 
Michael Levitt who is on the commission 
argues that e-commcrcc is siphoning state 
sales tax revenue. The commission is 
required to address the issues related to 
Internet taxation and send their recom¬ 
mendations to the US Congress by April 
2000^. A study cojiducted by Ernst and 
Young estimates that $170 million taxes 
were not collected on Internet sales in US 
in 1998. To arrive at this low figure, they 
had excluded 80 per cent e-commercc 
which were between busines.ses and hence 
not taxable, 63 per cent of household sales 
which involved intangibles such as travel 
and financial services or exempted prod¬ 
ucts such as groceries and 60 per cent of 
taxable sales which were substitutes for 
purcha.se.s from mail-order or tclc-market- 
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ers that did not pay taxes anyway. The 
study is believed to underplay the loss of 
taxes in Intcnici sales. However, in a 
significant Malemcnt Jo.scph Crosby of 
Ernst and Young has said that taxes on 
electronic commerce would clearly be 
needed eventually to level the field-^. The 
OECD ministerial conference of October 
1998 hud also reached agreement that 
indiiect taxes on e-commerce should be 
levied on the basis of where they were 
consumed though there was yet no agree¬ 
ment on deftnition of ‘place of consump¬ 
tion'. OECD clearly plans to tax Internet 
commerce.^ 

Since most of the developed countries 
have either nil or very low customs duties 
on imports, agreeing to a moratorium on 
customs duties on electronic transmissions 
is not going to give any further advantage 
to the developing countries. It is the 
developed countries who arc going to gain 
greater market acce.ss by such a measure. 
Before considering such a moratorium, 
the developing countries should at least 
bargain for a regime under which their 
software and other services transmitted 
digitally arc not subjected to domc.stic 
levies like VAT. etc, on import at the tilher 
end. They also need to protect their future 
right to levy duty and taxes on c-com- 
mcrcc when it becomes technologically 
feasible. 

Ttii-. DtciiAL Divmii 

Before one looks at the specific issues 
under examination by different WTO 
councils and committees, it is worthwhile 
to reflect upon another general issue. It 
concerns what the U.S Department of 
Commerce itself calls the ‘digital divide’. 
Victoria Shanon writing about her near- 
Netless experience in a rarmhou.se at 
Lau/.ertc in .southwest of France, where 
she temporarily became an Internet have- 
not, wonders “how people in the hinter¬ 
lands - often without reliable phone sys¬ 
tems. modem-equipped computers, or 
money even - were going to be able to 
reap the rewardsof a wired world’’.’’ Citing 
reports of US Department of Commerce, 
Victoria Shanon says that the digital di¬ 
vide is signiflcantly widening between the 
white and black population, between the 
rich and the poor, between the urban and 
the niral (even at the same income level) 
and between higher and lower educational 
levels. US Commerce Secretary William 
Daley writes in the report that “we should 
not only care, but we should be alarmed 
by this news”. The digital divide is ob¬ 
viously going to be even wider when we 
think of the have-nots in the developing 
world. Some thought, therefore, needs to 


he given to the question as to who is going 
to beneHt and how much from the growth 
in e-commerce, notwithstanding the nu¬ 
merous claims and assumptions that e- 
commerce would put small and medium 
entcrpri.ses at par with the largest and 
hasten the pace of development. 

The 1999 Human Development Report 
states that with less than S per cent of 
world population, the US has more com¬ 
puters than the rest of the world combined. 
It also has 26 per cent of the world’s 
Internet users compared to 1 per cent in 
South Asia with 20 percent of the world’s 
population. The report calls for a lax on 
information sent through the Internet .so 
that the proceeds can he used for pnrvid- 
ing expensive equipments in poorer coun¬ 
tries.** The suggestion could not have come 
at a more inappropriate time for the US 
with its proposal for a duty-free environ¬ 
ment for all electronic transmissions pend¬ 
ing at the WTO. 

It is not anyone’s case that Internet or 
c-commerce is the cause of the digital 
divide. It is natural that the use of the 
Internet is highest among the urban, af¬ 
fluent and educated in the more developed 
economies. They also have access to more 
advanced computers and telecommunica¬ 
tion services at a lesser cost. And many 
in the less developed world, who arc 
privileged and cun afford the technology, 
arc also in the club. Joe Rogaly speaks of 
“a global crust, a topping that unites the 
affluent, wired, literate elite of our spe¬ 
cies, while leaving the re.st of the popu¬ 
lation where it always was, at the bot¬ 
tom’’.^ That may be a drastic viewpoint, 
but the fact remains that the capacity of 
developing countries in particular to par¬ 
ticipate in e-commcrce depends on a well 
functioning and modem telecom infra- 
.strucliire, satisfactory supply of electrical 
power, access to hardware, .software, 
servers, access to telecommunications at 
low prices, etc, as has been pointed out 
by the WTO Secretariat itself.** 

ISSULS BB-ORE WTO COUNCILS AND 
Committees 

There are a nu nibor of issues the General 
Council of WTO as well as the Council 
for Trade m Services, Council for Trade 
in Goods, Council for TRIPS and Com¬ 
mittee on Trade and Development have 
to re.solve under the Work Programme on 
e-commerce. 

As far as the Council forTrade in Services 
is concerned, it has to deal with a number 
of issues. While it is the general view that 
all electronically delivered services will 
be subject to the discipline of GATS, there 
is nu common understanding among the 


WTO members that all electronically 
delivered products should be classified as 
.services. Similarly, there is no common 
understanding as to whethercustomsduties 
can be applied to services or not. Some 
WTO members are keen that irrespective 
of their classification as gtwds or services, 
allelectronic transmissions should be made 
duty free for all time to come. They are 
also not prepared to discuss the impact of 
domestic taxation on c-commerce as .such 
taxes would fall outside the purview of 
WTO negotiations. But these are impor¬ 
tant questions and definite answers are 
required as to whether electronically 
delivered products arc gotxJs or services, 
and whether services can be charged to 
customs duties especially if the developed 
countries are charging .such services to 
comprehensive VAT, sales tax, etc, under 
their domestic tax laws. 

From the perspective of developing 
countries, the issue of enabling them to 
effectively participate in e-commerc? 
through liberalisation of market access is 
equally important in the context of Article 
IV of GATS. They need to have better 
accc.ss to technology relating to telecom¬ 
munication, encryption and secure trans¬ 
actions. Some countries have restricted 
export of .state-of-the-art encryption tech¬ 
nology to the detriment of the interests of 
developing countries. Development of 
physical infrastructure and human re¬ 
sources as well as assessment of revenue 
and other fiscal implications of c-com- 
mcrcc for the developing countries need 
special attention. 

Whether application of competitive 
safeguards and access to and use of public 
telecommunication networks can be auto¬ 
matically extended to Internet related 
services are also of importance since the 
Internet includes both public and private 
networks in its ambit. 

As far as the Council for Trade in Goods 
is concerned, it is also concerned with the 
cla.ssification of electronically delivered 
products as goods and the question of 
extending duty-free treatment to such 
products. It is clearly in the interest of the 
developing countries not to agree to an 
indefinite moratorium on customs duty on 
electronic transmissions till a clear picture 
emerges regarding classification of such 
products and till it also becomes clear how 
such products arc going to be treated for 
tax purposes in the developed countries. 
A temporary moratorium may, therefore, 
be desirable at this juncture till such issues 
are settled and till a way is found to levy 
duty and taxes on such products. 

lliere are additional questions relating 
to customs valuation, licensing, origin 


2774 


Economic and Political Weekly September 25, 1999 



determination and exchange control in 
relation to not only goods delivered elec¬ 
tronically but also in relation to goods 
delivered physically but ordered and paid 
for electronically The state agencies need 
to know the details of payments made and 
not solely depend on the buyer voluntarily 
disclosing the payment details, paying 
duties and subjecting himself to various 
regulations. Even in the US, few con.sum- 
ers pay the appropriate tax voluntarily on 
$93 billion mail-order catalogue sales. 

Developing countries with exchange 
control mechanisms in place would also 
have to devise ways of allowing electronic 
money transfers to facilitate electronic 
purchases and yet maintain controls in 
place. Specification of standards in rela¬ 
tion to e-commcrce and determination of 
jurisdiction in which a consumci can get 
relief in the event of receipt of a sub¬ 
standard product pose entirely different 
issues. A recent ruling by the New York 
city Supreme Court has increased concern 
for all e-commerce businesses which now 
face potential law suits in any area from 
which their web sites can be accessed.^ 
A proposed revision to the EU Conven¬ 
tion which would allow a consumer to sue 
a supplier company in the con.sumer's 
home country has also attracted lot of 
criticism. WTO is perhaps the right forum 
to work out a way of protecting the in¬ 
terests of distantly located consumers 
without making c-commerce difficult for 
small and medium enterprises. 

The Council foi TRIPS is concerned 
with essentially three areas - copyright, 
trademark and access to technology. 
However, it appears to be totally depen¬ 
dent on the work done at the WIPO in the 
first two areas. Ea.sc of replication in the 
electronic medium posesgreaterchallcngcs 
to the world community for protection and 
enforcement of copyright and trademarks. 
The WIPO Copyright Treaty and the WIPO 
Performances and Phonograms Treaty seek 
to respond to the advances in the infor¬ 
mation and communication technologies 
on the creation, production and use of 
literary and artistic work, performances 
and phonograms. Work is also going on 
at WIPO on the protection of audio-visual 
performances, databases, rights of broad¬ 
casting organisations and management of 
copyright and related rights in the digital 
environment. WIPO has also recently 
produced a report titled ‘The Management 
of Internet Names and Addre.sses: Intel¬ 
lectual Property ls.sues’ and its Standing 
Committee on the Law of Trademarks, 
Industrial Designs and Geographical In¬ 
dications is working on the use of trade¬ 
marks on the Internet. 


The developing countries are often used 
by multinational companies to get soft¬ 
ware, drawing and design work done at 
a fraction of the co.st they would incur in 
the developed countries. Such work done 
by ‘body shopping' generates enormous 
revenue for such companies but the amount 
remitted to the developing countries does 
not exceed a small percentage over and 
above the low wage paid to the profes¬ 
sionals. The intellectual property right for 
the product designed also invariably does 
not remain in the developing countries. 
WTO forum can perhaps be utilised to 
ensure not only full remittances for prod¬ 
ucts designed in developing countries but 
also to secure intellectual property rights 
for such products to the actual designers 
in the developing countries. 

The Committee on Trade and Develop- 
metu is particularly required to examine 
the developmental implications of e-com¬ 
merce and its impact on developing coun¬ 
tries. It is recognised that the pace of 
evolution of c commerce is beyond the 
capacity of many developing countries 
and, therefore, it is a central issue as to 
how the developing countries, including 
the least developed, can benefit from e- 
commcrce. Several assumptions are being 
made in this regard, such as that e-com- 
mcrcc would have positive effects on 
growth and development by making eco¬ 
nomic activities efficient and would pro¬ 
mote a balanced development of the glo¬ 
bal economy. Similar assumptions are 
being made that e-commerce would en¬ 
hance the participation of developing 
countries in the multilateral trading sys¬ 
tem, would empower the less developed 
countries as it empowers individual con¬ 
sumers and would substitute for the 
movement of natural persons. 

The developing countries suffer from 
weaknesses in human and physical infra- 
.structure including telecommunications, 
computer technology, energy and finan¬ 
cial resources. Telecommunication facili¬ 
ties including fax and Internet facilities arc 
expensive, unreliable and urban-centred. 
Developmental assistance including ac¬ 
cess to technology and training on fail* 
terms as well as foreign investment would 
be needed to empower developing coun¬ 
tries to be able to participate in e-com- 
mcrcc. These issues cannot be resolved by 
merely agreeing to create a duty-free 
environment for electronic transmissions. 

In addition to the specific issues before 
di fferent WTO Councils and Committees, 
the General Council is also required to 
play a central role under the Work 
Programme on e-commerce. It is hoped 
that the General Council will coordinate 


the work of the subordinate bodies and 
pay attention to some of the general i.ssues 
that require intergovernmental co-opera- 
lion. 

Many believe that e-commerce should 
he allowed to remain market driven with¬ 
out any bureaucratic controls imposed by 
national governments. However, since e- 
commerce operates in a borderless world, 
there arc concerns that there must be 
suitable national and international laws to 
facilitate e-commerce by recognising paper 
equivalence of electronic documents and 
contracts. There is also need for interna¬ 
tionally recognised certification service 
providers. International co-operation is 
aLso necessary for coping up with com¬ 
puter-related frauds such as hacking, 
malicious falsification or erasure of data, 
software attacks and software thefts, etc. 
Similar co-operation is also necessary for 
ensuring data protection and privacy. 

It aLso needs serious reflection as to 
whether national governments should 
merely enact framework laws to facilitate 
e-commercc and leave the re.st to market 
forces and businesses to scif-regulate 
themselves or there should be governmen¬ 
tal intervention to regulate e-commerce to 
the extent that may enable timely preven¬ 
tion and detection of cyber crimes and 
frauds. Such frauds may relate to sale and 
purchase of gorxls, services and securities 
etc, or they may even relate to electronic 
payments, money laundering, economic 
espionage, national security and spread of 
material detrimental to public morality, 
etc. Other i.ssues such as transfer and sale 
of technology, creation of infrastructure 
and encryption standards merit serious 
consideration. There arc aLso questions 
relating to levels of encryption required 
for .secure electronic transactions neces¬ 
sary for smexith running of businesses on 
the one hand and the contrasting need of 
the public authorities to be able to deci¬ 
pher, monitor, detect and prevent criminal 
activities on the other. These are important 
i.s.sues which also need to be addressed 
under the WTO Work Programme. 

The growth of e-commerce has thrown 
open so many questions that apart from 
the WTO, several other international 
organisations are dealing with various 
aspects relating to it. For example, 
UNCITRAL is dealing with legal issues, 
UNCTAD is dealing with developmental 
is.sucs, Basle Committee on Banking 
Supervision is dealing with electronic 
payment systems, UN/ECE is dealing with 
trade facilitation issues, WIPO is dealing 
with intellectual property rights and do¬ 
main names and ICC is dealing with 
uniform commercial code. OECD is dcal- 
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ing with (axution maitcis on its own and 
in addition, with privacy and security 
matters in collabdulion with AI-PC, with 
access to iiitiasiriicture. telecommunica¬ 
tion and i.sMics ol intcr-opcrahility in 
collaboration with ITU and with technical 
standards in collaboration with ISO and 
ITl! I'heie is need to coordinate the 
activities of these organizations and the 
WTO so that there is no duplication of 
work and the interests of developing 
countries are taken into account while 
dealing with dil'lcrenl aspects ol e-com- 
inerce. 
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ArCORDlNO to estimates id' the United 
Nations Population Di vision, India'.* popu¬ 
lation crossed the one billion mark on 
August 15. I9')9 Sources at the ministry 
of health and lamily welfare, however, 
have projected the event’ to occur some¬ 
time 111 May 2(KK). With the United Nations 
Population I'und (UNPPA) co-ordinating 
a .sustained media campaign, October 12, 
IW) has been identified as the day on 
which world population will cross the six 
billion mark. The rising panic about the 
population ‘explosion’ as the cause of all 
misery - from poverty to environmental 
degradation, informs policy-making and 
public opinion at tlie national and inter¬ 
national level. 

International development agencies as 
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have consistently implemented top down 
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programme in association with family 
planning piogiamme (FPP) in the early 
years, family welfare programme (I WP), 
integrated child development scheme 
(ICDS), MCH and nutrition .services. In 
recent years, following the International 
Conference on Population and Develop¬ 
ment (Cain), 1994), the government has 
been pressured to shift from ‘demographic 
imperatives’ to women’s reproductive 
health. Yet, the resultant reproductive and 
child health (RCl I) .strategy is yet to result 
in a paradigm shift away from the target 
oriented perspective of bringing down 
numbers. 

The percentage of use of spacing meth¬ 
ods of contraception is low in India. 
Sterilisation accounts for more than 70 per 
cent of contraceptive use. Only about 6 
per cent users resort to hormonal contra¬ 
ceptives with less than 10 per cent amongst 
these (i e, <1.0 per cent of the total users) 
using injectable hormonal contraceptives, 


and the rest using oral pills [UNFPA 19981. 
Over the past two decades the thru.st on 
using provider-controlled, injectable con¬ 
traceptives is gradually increasing and user- 
controlled methods like the diaphragm 
have disappeared from the FWP. 

The global picture of use of injectable 
contraceptives is interesting to note. Except 
for Indonesia at 15 per cent and Thailand 
at 12 per cent, the use of injectable con¬ 
traceptives is very low (3 per cent) in 
developing countries. By compari.son, 36 
per cent rely on voluntary female 
sterilisation, 25 per cent on intrauterine 
devices (lUDs), 12 per cent on oral con¬ 
traceptives, 9 per cent on vasectomy and 
6 per cent on condoms. In the developed 
world, where freedom of choice can be 
maximally executable, barring .South 
Africa and New Zealand, surveys do not 
mention injcctables, or else include them 
among ‘other’ methods indicating a very 
low percentage of usage [PopulatUm 
Reports Series K. No 5, 1995). Signifi¬ 
cantly, in South Africa, the proportion of 
users is high (27 per cent) among the black 
population as compared to whites (3 per 
cent). 

Against this background .some recent 
events are noteworthy. In December 1998, 
a high powered meeting on ‘Improving 
Contraceptive Choices in the National 
Family Welfare Programme' was hosted 
by the Institute for Rc.search m Reproduc¬ 
tion, Mumbai. The agenda was to seek 
approval to introduce injectable hormonal 
contraceptives like Net Hn (chemically 
known as norethistcrone enanthate) and 
Depo Provera (depot medroxy progester¬ 
one acetate) in the National FWP In 
addition to the Indian experts, those from 
several neighbouring countries had been 
invited to share their views and experi¬ 
ences with injectables. Representatives 
from .several international agencies includ¬ 
ing WHO, NGOs like Family Planning 
Association of India and women’s 
organi-sations were invited. Additionally, 
the pharmaceutical companies marketing 
these products in India were also part of 
the meeting. Repre.scntatives from 
women’s groups and health activists 
though largely outnumbered, managed to 
raise concerns about the hazardous nature 
of these injcctables, and the inadvisability 
of their mass use. Despite their protests, 
the outcome of the meeting was to rec¬ 
ommend the introduction of injcctables, 
albeit in a phased manner; 

Taking into consideration the available 
infrastmeture at Primary Health Centres, 
the need for counselling, screening and 
appropriate back-up for medical interven¬ 
tion, injectable contraceptives should 


Population Growth and Coercive 
Controls 

Case of Injectable Contraceptives 

Vineeta Ral 
Laxmi Mi'.irriiy 
Vani Subramanian 

While policies aimed at eniitrolliiif> population have become 
marginally more sensitive to people’s needs, they continue to ignore 
serious health and welfare issues, particularly of women. The case of 
injectable contraceptives, their development, promotion and u,se, 
illustrates this. 
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preferably be introduced selectively in 
suitably equipped centres and hospitals. 
It is stress^ that the introduction should 
be gradual and with emphasis on good 
clinical practice and rigorous post-intro¬ 
duction surveillance of the side effects and 
patient care [ICMR 1986). 

From this cautious recommendation, it 
is apparent that the apprehensions of 
women’s groups and health activists about 
introducing injectable contraceptives in 
the FWP have been acknowledged. 

Hazards or Hormonal iNJEcrABLE 
Contraceptives' 

Progesterone is one of the female repro¬ 
ductive hormones and its regulated pres¬ 
ence along with the hormone oestrogen, 
is essential for successful pregnancy. Net 
En and Depo Provera are contraceptives 
used as depots of progesterone (or its 
chemical relatives), injected in the woman. 
The duration of the contraceptive period 
offered is 2-3 months and a repeat injec¬ 
tion IS necessary to prolong contraceptive 
effect. Continuous rather than cyclical or 
periodic presence of progesterone is one 
of the major cau.\es Ibr various sidc-cflects 
and problems associated with the usage 
of injectable contraceptives. Side-effects 
of injcctables are al.so related to the fact 
that a very high dose of hormones is 
delivered by the injection. In addition, 
drug accumulation is another factor con¬ 
tributing to the .severity of side-effects. 

Men.strual chaos, which can lake the 
form of heavy bleeding, spotting, irregu¬ 
lar bleeding or a complete absence of 
bleeding for .several months, is the most 
common and the most unacceptable side- 
effect of these contraceptives. In the largest 
clinical trial done by the ICMR on Net En. 
43.S per KK) users had discontinued 
Net En by the end of two years due to 
menstrual di.sturbanccs and this was the 
single major cause fur drop outs in this 
study fICMR 1986]. Menstrual distur¬ 
bances seriously affect women's lives and 
contrary to the belief expressed by many 
men, even the absence of regular men¬ 
struation is a cause of great worry for 
women. Other relatively common side- 
effects are headache, dizziness, weight 
change, mood changes, depression, de¬ 
creased libido - all of which can worsen 
a woman’s sense of well-being and dras¬ 
tically alter her quality of life. 

Additionally, there is an increased risk 
of developing atherosclerosis (thickening 
of blood vessels), thromboembolism (de¬ 
velopment of a blood clot at unexpected 
sites resulting in a heart-attack, .stroke, 
etc), osteoporosis (loss of bone density 
resulting in increased frequency of bone 


fractures), etc. There is also a potential risk 
of development of cancer, based on the 
toxicity testing studies in animals. Return 
of fertility after di.scontinuing injectables 
is not immediate or predictable. In fact, 
in the ICMR study. 26-49 per cent of ex- 
Net En users in different categories failed 
to conceive even at the end of one year. 
The risk to progeny in ca,se of failure of 
the injectable, or its accidental use has also 
not been satisfactorily ruled out [Saheli 
report]. In addition to medical risks, there 
arc certain problems which are peculiar 
to developing countries like India. ICMR 
had conducted one of the largest trials on 
Net En (Phase III trial) in a supervised 
manner where the best possible conditions 
are expected to be available. However, the 
results highlight the problems a.s.sociated 
with the U.SC of thc.se drugs when u.sed on 
a large scale in Indian conditions. 

To begin with, the issue of intormed 
consent is a crucial issue. The potential 
for abuse inherent in injectables is mani¬ 
fested in several ways - when a woman 
is unaware that she is being injected, or 
when she is unaware that the injection is 
a contraceptive, or even when she is 
unaware of the potential risks and hazards 
of the drug. The experience of the health 
camp in Patanchcru, Andhra Pradesh in 
1985, where women were unaware that 
they were part of a trial, and had no 
knowledge of the risks involved, was in 
fact the impetus which led to .several 
women’s groups and individuals filing a 
public interest litigation in the Supreme 
Court asking for a stay on the clinical trials 
of Net En. 

ICMR studic.s (1986) have shown a high 
rale of failure in the first six months of 
the trial and this could not be easily 
explained by ICMR. The rate of di.s- 
continuation in the Pha.se IV trial was also 
very high in the urban as well as rural 
settings. Must of these discontinuations 
took place within the first six months 
suggesting that lack of counselling might 
have been a contributoiy factor for the 
discontinuation. Almost 90 per cent of the 
subjects had cither excessive bleeding or 
absence of bleeding (amenorrhoea). Ad 
ditionally, there was a considerable delay 
in the return of fertility. Only 50-72 per 
cqnt of the women had conceived one year 
after the discontinuation, with a median 
time 7.8 months. In contrast, fertility 
returned faster (average 3.7 months) and 
in more women (83.6 percent) di.scontinu¬ 
ing the lUD. 

If these drugs are to be u.sed in the 
national FWP the problems and potential 
hazards would increase manifold as health 
services in small towns and at district level 


are almost non-existent in large parts of 
the countty. Inadequate health services 
would adversely affect screening proce¬ 
dures, proper training in administering 
injectables, proper monitoring of side- 
effects as well as dealing with complica¬ 
tions or emergencies due to use of 
injectables. 

There has been an attempt to build a 
consensus around the desirability of 
injcctables. In September 1999 a meeting 
was organi.sed in Delhi by Pariwar Sewa 
Sansthan. on the theme of ‘Increasing 
contraceptive choices’ with a special focus 
on injectable contraceptives. Social mar¬ 
keting of injectables and distribution 
through NGOs was proposed as a more 
acceptable alternative to mass use through 
the NFWP. Representatives of women’s 
organisations present at the meeting raised 
que.stions about this approach, and also 
critiqued the inadequate and shoddy data 
presented on use of Depo Provera which 
was part of the post-marketing surveil¬ 
lance (PMS) advised by the Drug Control¬ 
ler of India. 

If the ideal efficacy rate cannot be 
achieved, if the range of complications is 
high, if the delay in the retuni of fertility 
is much beyond what has been reported 
in other studies what arc the putative 
advantages of the injectable contracep¬ 
tives? The answer lies more squarely in 
the non-scientific issues. First, according 
to the population control lobby, popula¬ 
tion growth is the root cau.se of poverty 
and this aiticle will not go in the details 
of countering the argument here. Secondly, 
provider controlled methods arc easy to 
u.se in programme which is focused on 
bringing down the birth rate. Thirdly, 
repeated injections provide a better oppor¬ 
tunity to the pharmaceutical companies 
interested in developing technology-ori¬ 
ented rnetiiods which letch more financial 
benefits The disadvantages of the inject¬ 
able contraceptives to the women recipi¬ 
ents arc not the disadvantages lor the 
population control lo’oby or for the foreign 
aid agencies or the governmental machi¬ 
nery. 

CaMPAIC.N ACiAINSr iNJEl'rABt-h 
CoNTRAChPl IVES 

V/omen’s groups and health activists in 
India have been campaigning against the 
use of injectable contraceptives over the 
past many years. Injectable progesterone 
derivatives were developed in the 1950s. 
Schenng AG in Germany was first with 
the production of Net En, while Upjohn 
Co began manufacturing Depo Provera. 
Toxicological studies conducted on these 
drugs showed their carcinogenic potential 
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oncxpcrinictUal animals likeralsresulting 
in the withdrawal of the drugs Ironi the 
market. 'I’Ik* hi'-iury ol Net Fn and Depo 
Pro vera runs paral lei to a large extent. The 
Federal Drug Authority (FDA) in the US 
denied appmval lor u.se ol Depo Provera 
as a eoiuiaeeptive in the US during sev¬ 
enties Although the Toxicology Review 
Panel ol the World Tlealth Organisation 
(Wl lO) declared Net En safe for introduc¬ 
tion in 1981, in 1984. the Federal Health 
office ot Germany decided to restrict the 
use ol Net En only for tho.se women who 
do not tolerate any other method of con¬ 
traception. At this time, USFDA was still 
unwilling to grant approval lor the use of 
Depo Provera as a contraceptive. Ihus, it 
was quite apparent that lor many years, 
injcctables were considered unsafe for u.se 
on women. The pharinaceiilical compa¬ 
nies involved m the iiianufaclure ol these 
contraceptives were tiying theirbesi loget 
injcctables licensed in the country of 
manufactuic in oriler to carry out large- 
scale marketing m the developing world 
and the pressuic was mounting on the 
agencies like WHO and USFDA with 
pa.ssmg years. 

Attempts to introduce in jectables in India 
were met with stiff opposition from 
women’s gioups and health groups. In 
1985, a court case in Mumbai filed by the 
government, in which Women’s Centre 
and Medico Friend Circle were interven¬ 
ers, stalled the move by a private practi¬ 
tioner to im|iort Depo Provera. In 1986. 
public attention was focused on the un¬ 
ethical trials ol Net Hnon poor rural women 
in Patancheru, Andhra Pradesh. Lack ol 
informed consent, teehnical i.s.sues related 
to the ha/.ardous nature of the drug, as well 
as issues related to safe service delivery 
became the grounds for a public interest 
case. The concerns raised have not been 
addres.sed till d.Ue, and the case is still 
pending in the .Supreme Court. The fact 
that Net En was registered in India in 1985 
by the Drugs Controller anil approved for 
import and use by piivate practitioners. 
Wits kept i. closely guarded secret and 
became known only in 1994, when Net 
Fn was officially launched in India for 
‘social marketing’. Depo Provera was also 
approved by the Drug Controller in 1993 
and launched tor ‘social marketing’ in 
1994. However, permission for introduc¬ 
tion ol injectables in the NFWP has not 
been granted till dale. 

After giving permission for social 
marketing, the Drug Controller hud ‘ad¬ 
vised’ the drug company to conduct PMS 
on both Depo Provera and Net En but the 
reports availahk are extremely sketchy 
and the follow-up of three months is too 


short to provide any u.scful data on long¬ 
term ha/.ards. The issue of return of fer¬ 
tility remained completely unanswered m 
this small trial based on a few hundred 
users. Additionally, in spite of the manu¬ 
facturers providing a budget tor monitor¬ 
ing women tor osteoporosis, the doctors 
conducting the trials did not feel the need 
to evaluate the effect of Depo Provera on 
bone density. This goes to .show the in¬ 
appropriate design and fullow-up method¬ 
ology adopted for the PM,S! It injectable 
contraceptives arc to be introduced on a 
larger .scale two points need to be consid¬ 
ered One. a sale health delivery system 
with a regulai follow-up and adequate 
medical infrastructure is necessary lor 
routine iKse of injectables. Second, if 
women have to consider spacing methods 
like injectable contraceptives as .sale and 
reliable, return of fertility has to he en¬ 
sured. If PMS IS not going to take c.ue 
of many of the unanswered problems, their 
utility is debatable and the motives ol 
Indian licensing authorities, the phanna 
ceutical lobby and aid agencies also be¬ 
come questionable. 

The government may have officially 
withdrawn the ‘largcl-oricnted’ approach 
of tamily planning, hut the pressuies of 
coercive population control have not 
changed. Amendments to the Panchayati 
Raj. Co operatives and Municipalities Act 
in 1992 by the Rajasthan government, so 
as to disqualify anyone with more than 
two children Irom contesting election lo 
local .self-governing bodies is a very clear 
example of the newer disgui.scd version 
of the ‘targcl-onented’ family planning 
approaches. Haryana has already emu¬ 
lated the Rajasthan government’s policy. 
Another such bill sought lo be introduced, 
the Delhi Population Bill. 1999 goes further 


by seeking to disqualify those with more 
than two children from being allotted a 
house under the government housing 
.scheme, from availing of any loan facility, 
from drawing ration through the public 
distribution sy.stcm and from being ap¬ 
pointed in government establishments or 
public .sector undertakings. Tlic.se are a 
clear reflection of the undemocratic mea¬ 
sures governments are willing to take to 
control population growth. 

As long as the belief prevails that popu¬ 
lation cannot be controlled without a 
system of incentives and disincentives, 
the delivery of contraceptives will not be 
done in an environment that is woman 
centred, information giving and allowing 
free choice. And with hazardous, provider 
controlled contraceptives like injcctables 
the potential tor abuse and damage to 
women’s health is tremendous 
The report by .Salieli 'Enmif'hh Eiums^h: 
liijt'cluhit' Contraceptive Net En - A 
Chronicle of Health 'hizanh Foretold 
talks about many of these issues, chronicles 
the history of iiijeclable contraceptives 
and the campaign against them It also 
outlines the iiiteilinkages between phai 
maecutieal companies, government, '■ci- 
enlific bodies and inleinational funding 
agencies to understand the imiiael ol 
hazardous contraceptives on the lives of 
women Releasedoniheoeeasionol World 
Population Day on July II, 1999, the 
rejiort serves as a timely remmdei of the 
,»riee women have lo pay in the game ol 
controlling numbers. 

Notes 

t This .irlicic i.s based on and refleils the wink 
ot .Saheli. Dellii. an auionomous vvoiiien’s 
group active in Ihe eainpaig.n .igainst hazardous 
coniri’ceplives lor more lh.in I't years 
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Van Panchayats in Uttarakhand 
A Case Study 

Rakesh Agrawal 

A product of colonial times, the van panchayats in Uttarakhand, 
though lawfully empower the residents living on the outskirts of 
reserved and protected forests to nurture trees and consume forest 
products, paucity of financial resources and negligible participation 
of women are some of the reasons for the failure of the panchayats to 
sustain and spread in many villages. 


LIKE most institutions in India, van 
panchayats too were created by the British. 
And like other institutions this too was 
created to solicit people’s .support to pursue 
the Britishers’ exploitative colonial policy. 
It is a well known fact that, prior to the 
British conquest, all fore.st in the country, 
including that in Uttarakhand, belonged 
to people. They had an inalienable right 
to manage and utilise fore.st re.sourccs. 
However, with the advent of the colonial 
forces, a systematic commercial ex¬ 
ploitation of the forest in India began and, 
“by around I860, Britain hud cmeiged 
as the world leader in defoiestation’’ 
IGadgil and Guha 1^92:118|. Indeed, 
colonialism proved to be the ‘ecological 
watershed’. 

In Uttarakhand, the large-scale com¬ 
mercial exploitation of the forest started 
with the Gorkha defeat in 1815 and the 
c.stabli.shmentofthe British rule thereafter. 
To demarcate villages’ boundaries .so that 
the forests could be separated from the 
agricultural land, the first ever settlement 
was carried out by Tiail in 1823. This was 
called as the Great Measurement in which 
the .sole right of state in uncultivable land 
was recogni.sed. This set up the process 
of slow but steady usurpation of people’s 
rights by the state. 

By middle of the 19th century the 
government realised the huge commer¬ 
cial potential of the inaccessible forests 
in the country, even these restricted 
rights were notloleratd. Little wonder, the 
1865 Forest Act estanlishcd the state 
monopoly on the forests in the country. 
Then, the 1878 Forest Act obliterated 
centuries of customary u.se by people 
and almost all the useful forests were 
declared state property by putting them 
either under reserved or protected 
forest categories. People faced formid¬ 
able shortage of fodder, fuelwood and 
timber. Soon, they were rebelling all over 
the hills [for detail discussion see Guha 
1991]. 


People in the hills also decided to put 
an end to all kinds of co-operation with 
the government in the management of 
the forests. Faced with changeable 
resi.stancc and a violent mass movement, 
especially during the first world war 
when the demand of timber had shot 
up, the government began to ponder over 
the question of .soliciting people’s support 
in managing the forest and continuing 
their colonial aims. The government 
was immediately forced by the wide- 
ranging campaign to burn forests control¬ 
led by the forest department (FD) in the 
.summer of 1921 that paralysed the 
administration. 

The Forest Gricvanec.\ Committee for 
Kumaon: As a result, in the same year, a 
Forest Grievances C'ommittee under the 
chairmanship of P Wyandham (the then 
commissioner of Kumaon division) was 
constituted. Thakur Jodh Singh B Ncgi, 
MLC Garhwal. R G Marriol of the Indian 
Forest Service, and Pandit Lachmi Datt 
Pande rcpre.scnting Almora were other 
members of the committee. The com¬ 
mittee’s terms of relcrcnce were locuscd 
on three major questions: (i) What are the 
difficulties experienced by tho.se who live 
in and near forests as a result of their 
existing system of management? (ii) How 
can these people be best interested in 
conserving anti managing the forests? 
and(iii) How can their co-operation 
with the FD be encouraged and secured? 
The committee toured in Almora from 
May 16-27, 1921, and in Garhwal from 
May 28 to July 19. 1921. It examined 
5,040 witnesses cither in person or by 
representatives [FGCK 1994:162-791. 

The committee looked into the 
grievances sufiered by people because ot 
the so-called scientific foresti'y introduced 
by the British. Nevertheless, it also praised 
the contribution made by the FD, at least 
in generating employment [FGCK 
1994:165]. It felt that the most important 
problem faced by villagers was the ban 


imposed on lopping by the FD, and the 
committee proposed to remove all 
restrictions on the lopping of oak and 
kokat trees except from the regeneration 
area in reserve forests. Similarly, it 
proposed to remove restriction on grazing 
animals including goats from the same 
areas (FGCK 1994:168-70]. 

The committee recommended the 
formation of village forest committees or 
van panchayats. However, the actual 
formation of these van panchayats took 
another 10 years. In 1931, the van 
panchayat regulation was constituted under 
the District .Scheduled Act of 1874 that 
paved the way to the formation of van 
panchayats in British administered 
Kumaon division. In the princely slate of 
Tchri Garhwal it did not apply, although 
the area had come under commercial 
management right since 1865. 

Management of van panchayats: The 
van panchayats were allotted the area lying 
outside reserved and protected forests. 
Clearly, van panchayats were formed on 
tho.se foavsts which were neither ‘reserved’, 
nor “protected” (as under the 1878 Act). 
The 1921 committee had put them under 
class I (non-commercial) forests. To form 
a van panchayat, a gram sabha should 
apply to tltc divisional commissioner for 
the formation of a van panchayat in the 
gram sabha. The application has to be 
signed by no Ic.ss than the two-thirds (now 
one-third) of the adult population of the 
gram sabha who have been living in the 
villages under the gram sabha for not less 
than 10 years. 

The managing committee of a van 
panchayat consists ot 5 to 13 members 
elected by the local population. Each 
household is the member of the van forest 
in the village. The election is informal by 
raising hands not by secret ballot. The 
members elect their own sarpanch for a 
period of five years who is eligible foi rtv 
election for three terms. The managing 
committee is supposed to meet .a lea.sl 
once in three months. The .subdivisional 
magistrate is designated as the van 
panchayat otficer. He is assisted in his 
work by van panchayat inspectors who arc 
also from the revenue department. The 
decisions in van panchayat meetings are 
taken by a two-thirds majority of the 
management committee. The quorum of 
a van panchayat is two-thirds of its 
membership, including nominated 
members and sarpanch The village 
patwari, village level workers, van 
panchayat secretary and representatives 
of the divisional forest officer arc eligible 
to participate in the meetings but tlicy 
cannot vote on any issue. 
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The function of van panchayats: 
Followings arc (he functions of van 
panchayats; (I) to check indiscriminate 
felling of trees and tempering of fencing 
by villagcis; (2) to ensure the equitable 
distribution of forest products amongst 
the members; (3) toearmark syl viculturally 
fit trees for felling; (4) to prevent 
encroachment on van panchayat lands; 
(S) to fix boundary pillars and to maintain 
them; and (6) to carry out the direction of 
the deputy commission or subdivisional 
magistrate regarding the administration of 
these forests. 

In the discharge of its functions a van 
panachayatcan levy up to Rs SUO with the 
prior approval of the deputy commis- 
.sioner. A van panchayat can seize cattle 
and the offending cattle can be impounded. 
In this respect van panchayats enjoy all 
the powers under (he cattle trespass Act, 
1871. Van panchayats can also forfeit 
weapons of the offenders. 

Financial powers of van panchayats: 
Following arc the Financial powers of van 
panchayats: (1) van panchayats can sell 
the grass and fal Icn twigs for the firewood, 
and stones and slates to local people; 

(2) resin taping and felling of trees can be 
taken up with the approval of the FD; 

(3) Auction of trees up to an e.stimated 
value of ks S,0(X) can be undertaken 
with (he approval of the divisional forest 
officer; (4) auctions above Rs 5,000 arc 
conducted by the FD with the approval of 
the conservator of forests. 

The FD charges all expenditure incurred 
in resin taping fntm van panchayat forests. 
On revenues other than resin, forest 
departments, charges 10 per cent as 
administrative expenditures. On resin 
tapping, it keeps 40 per cent of total 
earnings. In fact, “only 40 per cent ol the 
proceeds trom sales go into panchayat 
accounts and even these can be spent only 
with government’s (i c, the deputy 
commi.ssioner) permission” [Somanathan 
1991:23]. Thus, this money is not readily 
available to the van panchayats for 
development works such as roads,.schools, 
hospitals in the village. 

The van panchayats in general do not 
have women members. They do not 
prepare any working plan and no forest 
management is practised. However, the 
responsibility of preparing working plan 
for van panchayat forests rests with the 
FD under the Van Panchayat Act of 1976 
though no progress has been made in this 
direction .so far. Encroachment of the van 
panchayats and pilferage of grass, fodder 
leaves, fuel, timber, etc. is common. The 
sarpanch imposes fines on the recalcitrant 
persons. These lines are supposed to be 


realised by the sub-divisional magistrate 
but the system seldom works. 

Van Panchayats in Uttarakhand: 

Ci'RRENT Scenario 

The 1931 United Province Forest Act 
classified forests in three categories: 
reserve, civil-.soyam and panchayat. The 
FD has its cxclu.sive control over reserve 
forests while civil-soyam and panchayat 
forests fall under the jurisdiction of the 
revenue department. According to the data 
of state forest department, 65 per cent of 
the total geographical area is covered by 
forest - a highly controversial data, and 
canopy cover is hardly 40 per cent. Forest 
under van panchayats cover 4,69,326 ha 
that is 13.63 per cent of the entire forest 
cover (34,46,655 ha) of the region. 

It would be pertinent to point out here 
that van panchayats are formed on revenue 
forests only, i e, on civil-.soyam forests, 
and the re.scrvc forest under the FD cannot 
be part with. After the formalities of 
forming a van panchayat is over, the civil- 
soyam forest lying under that particular 
(and under the jurisdiction of the revenue 
department) becomes the van panchayat. 
In fact, there are 15,166 inhabited villages 
in Uttarakhand but van panchayats arc 
only in 4,891 villages (by March 1996). 

Secondly, in Uttarakhand the maximum 
concentration of van panchayats is in 
Kumaon division. The reason behind it 
was that when the 1831 Act was pa.sscd. 
Tehn Garhwal was a princely state that 
included the present Dehradun and Uttar 
Kashi districts as well and the Van 
Panchayat Act had no effect there. In fact, 
(he First van panchayat in Tehri-Garhwal 
came into existence only in 1991. In 7,009 
inhabited villages of Kumaon, there are 
3,056 van panchayats and in 8,157 villages 
of Garhwal there are only 1,811 van 
panchayats. 

Problems faced by van panchayats: Less 
than one-third villagesin Uttarakhand have 
opted for van panchayats. It seems that 
formation of van panchayat in one village 
has not inspired others to follow suit. They 
face many administrative, financial and 
management problems. Some of them are 
listed below: 

The bi;;gest problem faced by them is that 
of security. Because of the lack of finance, 
they are unable to post a guard and fence 
the forest which are subjected to illegal 
grazing, fellingoftrees and encroachment. 
Lack of women’s participation in most van 
panchayats. In Uttarakhand, women are 
responsible to cany fuelwood and fodder 
from forests, and they know forests more 
than men, still their participation in van 
panchayats and its decision-making process 


is negligible as aresult fodder and fuelwood 
yielding species are neglected and 
commercial ones are encouraged; 
Scarcity of water in most panchayats that 
has hampered afforestation and nursery 
raising activities; 

Lack of people’s participation in guarding 
and maintaining forests; 

Encroachment, uncontrolled grazing and 
illegal cutting of trees; 

Paucity of Financial resources. Most van 
panchayats are reeling under severe 
Financial drought. 'The sarpanch of a van 
panchayat cannot withdraw and spend 
more than Rs 50 at a time. The money 
earned by them is deposited with the 
district treasury that is never available to 
them at the time of need; and 
Dual control of forests and revenue 
departments over them. While the revenue 
department has the administrative control, 
the FD exercises technical control over 
van panchayats. This has hampered their 
working severely. 

In 1993, the government of Uttar Pradesh 
through an ordinance tried to intoduce a 
new set of regulations, called 'Panchayati 
Van Niyamawali. 1993’, having 59 points. 
Amongst others, it reduced the percentage 
of villagers required for setting up a van 
panchayat from one-third to 20 per cent, 
inclusion of three women members in a 
MC of seven and four in that of nine and 
keeping at least 50 per cent of the net 
income of van panchayats on the betterment 
of the forest. It also provided the opening 
of a bank account in po.st offices to keep 
the remaining 40 per cent amount. 
However, the ’Niyamawalli’ is yet to be 
implemented. 

Case of a woman-dominated van 
panchayat: In the remote valley of 
Kalpesh war Mahadev, one of the ‘panch’ 
(Five) Kedars - a lesser known pilgrimage 
in Chamoli district - lies within the 245 
hectare forest belonging to the van pan¬ 
chayats (forest panchayat) of the two gram 
sabahs - Urgam and Bharaki - is very 
dense. This van panchayat is one among 
the very few women-govemed and a 
very well managed van panchayats in 
Uttarakhand. 

History: The Bharaki-Urgam van 
panchayat was established in 1951. The 
area was beyond the proposed motor road 
which was connecting Kama Prayag to 
Joshimath and it already had quite a dense 
forest. However, several people, who 
were aware of the possible danger the 
proposed road could bring to the area, 
wanted to keep the forest intact. So, a 
proposal was mooted and soon, the re¬ 
quired one-third majority was obtained. 
“In fact, some other people who sensed 
the opportunity available to exploit the 
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massive forest wealth also supported the 
formation of van panchayat”, says Rajendra 
Singh, up-sarpanch and the only male 
member of the van panchayat’s manage¬ 
ment committee. 

Eventually, the well wishers of the forest 
had the upper hand. But this was not 
without struggle. Initially, van panchayat 
was in the hands of men and some 
unscrupulous sarpanches went ahead 
with their plans of exploiting the forest 
wealth. However, already a protest move¬ 
ment was shimmering in the valley. Under 
the charismatic leadership of Bauni Devi, 
the village ’MahilaMangalDal' had waged 
a struggle to uproot the coal making kiln 
in the village. “That ‘bhatli’ (the kiln) was 
burning down hundreds of trees and 
creating a havoc in the village”, says Bauni 
Devi. One fine day, all the women of 
the six villages gathered and stormed the 
bhatti. 

Then, the sarpanch who was hand-in- 
glovcs with timber smugglers, was 
planning to cut 4S0 green trees to sell 
them. A charged Mahila Mangal Dal 
decided to .stop it. A train of about 200 
mules was on the way to the village. Hn 
route itself, the contractor had to face the 
wrath of the women of the area who forcibly 
stopped the mule train and thrashed the 
contractor. Sarpanch had to apologise. 
Eventually, he was forced to leave. 

Area: The total area of van panchayat 
is approximately 245 ha. There are five 
revenue villages lying under its jurisdiction 
-Bharaki, Bhcta, Urgam, Kyari and Salana. 
The average altitude ranges from 1,800 to 
2,200 metres. 

Species: The fore.st is covered by tens 
of thousands of trees, mostly with local 
species like ‘Baani’ or oak {Querus 
incana), Prunus amerila (chuli or local 
apricot), 'Buransh’ orRhododcndnms, and 
Cedrus deodara (deodar). Chir pines is 
covered hardly 10 per cent of the area at 
the lower slopes. 

Management: There arc 13 members in 
the managing committee (MC), including 
the sarpanch, Bauni Devi. All, but one (the 
upsarpanch) arc women and three arc 
dalits. Meeting of the MC is held regularly 
every month. Every sixth month an open 
general body meeting comprising all 
members of the van panchayat is also held. 
In these meetings, usually the issues raised 
are; opening and closing of the various 
parts of the forest, is.suing of fallen trees 
to the members, afforestation and raising 
of nursery, protection of the forest and its 
co-operation with the gram panchayat. 

Rules governing van panchayat: With 
the consent of the villagers, the van 
panchayat had passed elaborate rules to 


manage the forest. Forest lying within the 
periphery of each revenue village, is 
divided into two compartments which are 
opened each year alternatively for cutting 
grass. Grazing is allowed during rainy 
season. Cutting of green trees is strictly 
prohibited but fallen twigs and branches 
can be collected for fuelwood purposes. 
On the basis of need, members are issued 
dead trees for building purposes. 

Income and expenditure: Today, this 
van panchayat is one of the richest in 
Chamoli di.strict with a cash reserve of 
Rs 2,93,085 as on May 26, 1998. Main 
sources of income include: permits of dead 
trees issued to members, auctioning of 
grasslands to members; lodging charges 
f^rum pilgrims staying in the guest house 
constructed by the van panchayat and from 
fines imposed on members and outsiders 
for the violation of rules. Main items of 
expenditure: on the maintenance of the 
gue.st house, nursery raising, .salary to the 
guard and on affore.station. 

Benefits to members: Each household 
is able to meet fully and completely its 
biomass requirements of fodder, fuelwood 
and fruits. The members also get enough 
wood for building purposes. Also, the 
entire valley is highly rich in terms of 
biodiversity and there is an abundance of 
water resources. 

Encroachments: During 1981 -82, some 
outsiders, with the help of the forest 
department, had cut down 475 green trees 
and the van panchayat till date has not got 
its royalty. 

Guarding and protection: There is no 
barbed fence or any otlier physical structure 
protecting the forest. “We don’t need 
artificial means of protecting forests as 
everyone in the area is so involved with 
the forest that they themselves prqiect it", 
says Govindi Devi, a dalit member of the 
MC. Even though, a guard on the monthly 
salary of Rs 6()0 is appointed. 

Afforestation and nursery raising: There 
arc two areas of about 12 ha each where 
affore.station has been carried out by the 
van panchayat. During 1997-98, a nursery 
containing about 20,000 saplings, mainly 
of fruit yielding trees, was also raised. 

Co-operation with gram panchayat: Tlic 
‘gram pradhan’ is also a woman. Thus, for 
the first time both the institutions are 
governed by women. This has yielded in 
a high degree of co-operation between 
them. “Being women, we understand our 
problems better and conducting these 
institution successfully, has given a lot of 
confidence and generated self pride among 
women”, says Saraswati Devi, pradhan of 
Urgam gram panchayat. As an example, 
last year, the gram panchayat decided to 


expand the village school building on 
its own and rai.sed Rs 35,00 from the 
villagers. The van panchayat also decided 
to chip in and contributed Rs 10,(X)0 for 
the cause. 

Transparency: Last but not the least, the 
functioning of the van panchayat, first 
time under women, has become more 
transparent and the common villagers are 
not afraid even to censure an erring 
sarpanch. Although income and expen¬ 
diture of the institution is made public 
with a statement put on the public board, 
earlier this year, without any prior per¬ 
mission of the MC. Bauni Devi spent 
Rs 50,000 on the guest hou.se of the van 
panchayat. The villagers got enraged and 
she was forced to make this expenditure 
public in a general body meeting organised 
in July this year. 

In a nutshell we can say that key changes 
after women started to manage Bharaki- 
Urgam van panchayat have been; a more 
transparent working system of the 
managing committee, close co-operation 
with the gram panchayat and a mure active 
and more responsible governance that 
ensure a fuller participation of people. 
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Reinforcing Insecurity 

Gautum Navlakha 

More than anythinf* else the draft of the nuclear doctrine released by 
the National Security Advisory Board underlines the international 
perception of India’s big power ambition acquiring threatening 
dimensions. 


THE release hI' the draft of the nuclear 
doctrine by the National Security Advi¬ 
sory Board (NSAB) on August 17 is said 
to he a 'natural' lallout of the nuclear 
explosions that took place last year. It is 
claimed that Pokhran II declares the 
government of India’s commitment to 
acquire nuclear arsenal and therefore a 
nuclear doctrine must follow. And if 
there is a nuclear doctrine it mu.st believe 
in the notion of mutual assured destruction 
or else it makes no .sense to acquire 
n-weapons. This in turn means ensuring 
that the arsenal must be of such magnitude 
as to offset the chances of their being 
destroyed. This, in turn, throws up the 
need to protect the nuclear arsenal. In 
short there is an entire chain of require¬ 
ments that accompany nuclear arms and 
the theory of deterrence. 

There aio two issues that must be kept 
in mind. In the first place nuclear arms are 
not ordinary weapons but pose a threat to 
all living creatures and therefore have no 
capacity to enhance security. In fact it is 
ju.sl the opposite. Indeed supporters of n- 
weapons cite the presence of n-arms with 
the five big powers to justify their stance. 
This holds true for others who will find 
justification in India's acqui.sition. After 
all what is sauce lor the goose is sauce 
for the gander, loo. In addition India’s 
nuclear weapons programme would invite 
nuclear arms targelling of India by China 
and other n-powers, which the Indian 
people can do v .thout. And secondly, 
there is nothing pie-ordained about trans¬ 
lating capability into deployable arsenal. 
Tlic NSAB could as well have declared 
freezing th ? n-weapons programme link¬ 
ing it to a time-bound framework for global 
nuclear disarmament. The political spin¬ 
offs from this would have been incalcu¬ 
lably greater; it would have replaced the 
agenda of nuclear non-prolitcration with 
n-disarmament. in line with country’s 
declared policy, reduced perceptibly ten¬ 
sions with the neighbouring countries, 
enhaced the diplomatic profile of the 
country, to mention just few good things. 
The fact that nuclear disarmament is tech¬ 
nologically an achievable goal means that 
a nuclear rollbu<'k is feasible and it is a 
proposition which civilised governments 


ought to pursue. Which is to say that there 
is nothing natural or .security-enhancing 
about enunciating a nuclear doctrine of 
’deterrence’, minimum or elastic. There¬ 
fore, the excu-scs offered that in the 'given' 
situation it is logical for the government 
to spell out ’its’ nuclear doctrine is as 
good as saying that the NSAB did not 
explore other possibilities. It docs not 
mean that there were no other options 
available. 

Such pragmatism is propagated to ma.sk 
the despicable reality of their hegemonic 
enterprise which will be at the cost of the 
life, lilxMlics and security of our people. 
If the argument is that this was not their 
brief then the NSAB ought to have re¬ 
jected such straitjacketing. If they agree 
with such a blinkered perspective then the 
entire business of national security that 
dislocates people from the centrality they 
(Kcupy in a democratic republic should 
he thrown into the du.stbin. Sadly, .such 
is the power of self-delusion that the 
impudent claim of chairman of Atomic 
Energy Commission that India is capable 
of making a neutron bomb is lauded as 
achievement rather than condemned for 
its anti-people enterprise. (A neutron bomb 
kills people while allowing physical struc¬ 
tures to remain intact.) There were world¬ 
wide protests against the Jimmy Carter 
administration in the US when it announced 
plans to make a neutron bomb for pre¬ 
cisely this reason. However, all this is an 
attempt to introduce a similar policy pur¬ 
sued by the US vis-a-vis erstwhile Soviet 
Union, namely, of bleeding Paki.stan white 
through a debilitating arms race. 

What was earlier whispered about '‘fin¬ 
ishing for once and for all the menace 
po.sed by Pakistan" now threatens to be 
a matter of public policy. Members ol the 
NSAB a.‘J politicians have openly argued 
in seminars that an economically belea¬ 
guered Pakistan can ill-afford an arms race 
and therefore by increasing military ex¬ 
penditure by 1 per cent ofthe GDP, which 
they claim, Indian economy can easily 
absorb unlike economically much weaker 
Pakistan, India can tackle Pakistan with¬ 
out much trouble. This outlandish idea 
gains in credibility, from the pronounce¬ 
ment of the president of the Republic and 


the demand from the media ‘specialists’ 
for increasing allocations for the ‘Armed 
Forces of the Union’ under some of the 
most specious and misplaced arguments. 
But all that pales in comparison to what 
the NSAB now advocates. This incredible 
doctrine was undertaken without the bother 
of a comprehensive strategic thinking. 
Indeed it has not taken place either before 
or after the nuclear bomb explosions in 
May 1998. And yet the NSAB proposes 
to lead us down the road of ruin through 
yet another round of ad hocism so com¬ 
mon to the GOI's .security perspective. 
Whether or not the nightmare scenario 
becomes a reality the fact that such ludi¬ 
crous ideas can be touted in this day and 
age signal a regression in the conduct of 
public affair. 

In the wake of the Kargil imbroglio the 
spurt in demand for increasing military 
expenditure was explained away as the 
need to provide proper equipment for the 
soldiers. The real and simulated pathos 
was used to argue that there was need to 
incrca.se expenditure to 3 per cent of the 
GDP from which it had fallen over the last 
10 years and unless this is reversed ill- 
equipped soldiers will be no match for the 
'intnidcrs'. Figures ofRs 10-15,000 ci ore 
are floated without hesitation. A new corps 

15 being set up after Kargil and will be 
headquartered in Ladakh. This will man 
me Kargil heights at a cost of Rs 10,000 
crore. In addition to the raising of new 
divisions for this corps or in lieu of this, 
-the strength of other formations will be 
augmented. There is a move to raise 20 
baital ions of Assam Ri lies and 12 batal lions 
of Ra.shtriya Rifles, altogether 30.000 
personnel, roughly the number required 
for the new mountain corps in Ladakh. In 
tandem the vacation of the armed intru¬ 
sion from the Indian occupied putt of the 
disputed territory with the help of US 
became a ‘victoty’. The destruction of a 
slow moving reconaissance plane killing 

16 Pakistanis was projected as a warning 
and the murk of Indian military prepared¬ 
ness. All this only reinforces international 
perception that the two neighbours are 
irredeemably irresponsible. 

The six page draft* offers ‘no first use’ 
against the non-nuclear countries, ‘‘puni¬ 
tive retaliation’’ against “threat of u.se’’ of 
n-weapons (given that the response time 
between India and Pakistan is 3-S min¬ 
utes, only gambling with people’s lives is 
possible), and declares that the minimum 
deterrence that it .speaks of “is a dynamic 
concept related to the strategic environ¬ 
ment, technological imperatives and the 
needs of national security’’. These Doctor 
Dolittles, nevertheless, carry on to add 
that the “actual size, components, deploy- 
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ment and employment of nuclear forces 
will be decided in the light of these fac¬ 
tors”. This makes minimum deterrence so 
elastic that it becomes deHnitionally a 
self-defeating exercise. The venerable 
NSAB claims that this minimum deter¬ 
rence will be based “on a triad of aircraft, 
mobile land based missiles and sea based 
assets". This would require an additional 
expenditure of Rs 10,000 crore annually. 
Missiles are a spin-off from the space 
programme - the launch vehicles for sat¬ 
ellites can become launching vehicles for 
nuclear warheads. Their cost would be 
roughly Rs l,5(K)-2.000 crore annually 
while the acquisition of aircraft and sub- 
mannes including n-subs (within the logic 
of minimuin deterrence the second strike 
capability can be best insured with the n- 
subs) would require Rs 5,(X)0-6,(KK) crore 
annually. One of NSAB members in an 
attempt to damage control recently wrote 
in The Hindu (Augu.st 28) that “there is 
no real prospect that India will be able to 
build a sea-ba.scd arsenal in near future...” 
If so why even mention it. To this must 
be added special equipment to .store them, 
and a special force estimated to be up to 
50,00() to protect them. Again, having 
brought the nuclear warfare clo.se to our 
borders soldiers must he provided special 
p'otcclivc gear. All this will cost no le.ss 
than Rs 2,(M)O-3,0f)0 crore annually. Pre¬ 
sumably everything has been taken into 
account. Except for the people. Since n- 
waifarc would be brought clo.scr for our 
pei'ple they need shelters and medical 
facilities all acro.ss the country. But even 
ordinarily our government is incapable of 
se<;uring the lives and liberties of the people 
therefore the NSAB dutifully leave people 
to their own device. They can always 
argil'' this was not part of their brief al¬ 
though leaving people vulnerable to thou¬ 
sands ol years of radiation deaths presum¬ 
ably is. It is also remarkable that there can 
be ‘national security' in which people do 
not figure although a proposal which can 
annihilate them can be discus.scd with 
clinical equanimity. Would our resources 
suffice to enable the government to ac¬ 
quire such life destroying capabilities? 
Tlie .sheer fact of entertaining such ambi¬ 
tion implies trying tc rcali.se a nightmare, 
having failed to provide a life of dignity 
for our people. Given that this draft was 
rclea.sed on the eve of general elections, 
by the National Security Advisor, the 
victory for the ruling dispensation will be 
touted as endorsement lor this suicidal 
policy. And the total cost of conventional 
and nuclear build-up would be a stagger¬ 
ing Rs 20,000-25,000 crore. This is more 
than the amount allocated by the central 
government for education, health, employ¬ 


ment generation and social welfare. 

The government's military expenditure 
on the ‘Armed Forces of the Union’ have 
consistently been close to 3 per cent of 
GDP. (See EPWMay 7 and 14. 1999 for 
details). Although comparing the military 
expenditure to GDP is misleading because 
India'sGDPhas increased atamuch faster 
rate over the last 15 years therefore main¬ 
taining military expenditure at 3 per cent 
of GDP actually amounts to a .stupendous 
increase in wasteful expenditure. And if 
the draft Nuclear Doctrine becomes' a 
policy then the acquisition of n-arscnal 
will push the expenditure from Rs 15,000- 
25,000 crore. It is interesting that Japan’s 
defence expenditure fell just below 1 per 
cent of its GDP in the past few years. This 
docs not mean any real cutback in the 
allocation. Rather given that the size of 
the GDP rose the allocations required 
remained high although in terms of GDP 
it showed a fall. Again the 3 per cent of 
GDP that is bandied about in India is 
something arbitrarily arrived at. It is not 
some international tiorm nor is it some¬ 
thing that has been worked out aftercarcful 
analysis and debate. It is apparently some¬ 
thing bequeathed, hidden from the public 
and the parliament, and therefore consid¬ 
ered a tradition heyonu scrutiny, a matter 
of blind faith. Foi practitioners of rcal- 
politik such loyalty could professionally 
be ha/ardou.>. And yet if it is passed off as 
some well-thought-out norm it is because 
defence is a holy cow which few dare to 
critically examine. And it is prone to misu.se 
as the unwritten and hidden .strategic 
doctrine which for all these decades has 
remained the monopoly of a secretive 
.security regime which remains unac¬ 
countable to the public and parliament. 
Therefore, in its very c.sscnce the whole 
enterprise shrouded in mystery (s re¬ 
actionary and antithetical to democratic 
governance. 

Besides if bleeding heart chauvinists are 
concerned about the plight of the .soldiers 
then they should worry about the u.sc of 
the Armed Forces of the Union’ against 
our people which made the Indian forces 
the busiest ‘peacetime force' in the world 
for over 25 years and has earned for it 
the dubious reputation of behaving like 
an occupation force against our own 
people. It is this that takes away between 
30-35 percent of the total real expenditure 
incurred on the military behemoth in 
India. And real savings can be rcali.scd 
through democratic resolutions of the 
contlicts in which 55-60 per cent of the 
‘Armed Forccsof the Union' are deployed. 
If to this is added the wastage (such 
as fur the main battle tank)anddclay(such 
as for the advanced jet trainer) and inepti¬ 


tude (such that .soldiers alive are declared 
dead even when they are not) then there 
enormous savings possible to cut 
militaiy expenditure and secure a life of 
dignity for our people. 

The fact that in the already beleaguered 
Pakistan are pre,sent forces which are 
equally chauvinistic and reactionary and 
unmindful of the interests of the people 
should not distract us from the reality that 
India given its physical size, diversified 
economy and military might should be¬ 
have with restraint and responsibility and 
not as a neighbourhood bully. Having 
introduced the nuclear genic renewing a 
debilitating nuclear arms race would 
jeopardise the freedom and welfare of 
the entire subcontinent. The danger of 
Pakistan’s collapse and its consequence 
is just one aspect of this scenario. There 
is the real danger Uxr that the arms race 
will strangulate our own economy, en¬ 
slave our own people under the weight of 
competitive jingoism unleashed inside {he 
country as well as between neighbouring 
countries. Whereas we can act arrogantly 
against Pakistan it is doubtful our economy 
can withstand adversarial relationship with 
China or for that matter a freeze in ties 
with the I IS or EU. The pursuit of regional 
power enterprise is also out of quc.stion 
without the approval of the US. The price 
extracted for this will be high and even 
then will make us as safe as Indonesia no 
sooner the dictator Suharto became ex¬ 
pendable and the regime had to accept a 
referendum in Ea.st Timor under the aus¬ 
pices of UN, in order to be bailed out. An 
enterprise of this kind would anyhow 
legitimise intervention by international 
busybodies. Given the dependence of our 
economy on capital inflows and tech¬ 
nology, the relative small si/e of ourmarket 
d')e.s not allow much i'(K)m fur Indian 
policy-makers to manoeuvre. If it is sought 
to be used as a bargaining chip, since the 
caretaker government had obligingly of¬ 
fered to talk to the US administration it 
is a dangerous diplomatic garni* of bluff 
and bluster bccau.se there is much of make 
believe in Indian .strategic community 
which believes and reinforces .self-delu¬ 
sion. And no matter what the size of our 
nuclear arsenal it will never be enough to 
allow any strategic autonomy. Instead what 
the NSAB draft ensures is to secure a 
perception of India's big power ambition 
acquiring threatening dimension. 

Postscript. It is possible that the draft 
nuclear doctrine is a rhetorical exercise to 
ciccturally benefit the ruling dispensa¬ 
tion. Therefore, once the elections are out 
of the way the government will begin 
back-tracking, just as was done after 
Pokhran II last year where bravado was 


Economic and Political Weekly September 25, 1999 


2783 



followed by whimper. However, rather 
than feel comforted by such cynical pos¬ 
sibility. this .should only make us worry 
about the state of our polity and the 
consequences ot such rhetorical flourishes. 
Because even rhetoric extracts a heavy 
price and allows forces of hatred and 
jingoism to exploit the fear and thrive 
amidst despair and deprivation. 


WHEN president B J Habibie announced 
his second option for East Timor in Janu¬ 
ary this year, the National Council of East 
Timorese Resistance (CNRT). bravely, and 
the United Nations, finally, took the 
opportunity to make decisive advances. 
All parties which have not rccogni.scd 
Indonesia’s annexation of East Timor, 
including .scholars, agreed that it was an 
opportunity not to be missed - despite 
the obvious limitations in the deal in the 
May 5 agreement (primarily regarding full 
military/security authority resting with the. 
Indonesian military (TNI) and police) and 
the high risks involved. 

The crisis in East Timor is a repercus¬ 
sion of the ongoing crisi.s in Indonesia, 
which in some respects went from hail to 
worse following the relatively free but not 
entirely just and very shallow elections in 
June. 

The armed forces get 38 non-elected 
mcmbei's in the house of representatives 
(DPR), while 34 per cent of the delegates 
in the people’s consultative as.scmbly 
(MPR). which shall appoint the new presi¬ 
dent. are not elected but appointed in a 
way that makes the armed forces and money 
politics decisive. 

During the elections, moreover, many 
basic issues and interests were swept under 
the carpet, including grievances in several 
provinces and in East Timor, and not 
allowed to be voiced and represented 
within the new political framework. Hence, 
they were bound to appear outside that 
relatively orderly framework. 

Also, the most genuine and propelling 
democratic forces - the students and the 
long established pro-democratic move¬ 
ment of NGOs ct al - were marginalised 
by neo-traditional elite politics. 

Consequently, a political vacutim de- 


Notes 

1 A member of N.SAB writing in the Hindustan 
Times (August 2.^) claimed that the document 
lays down the "broad parameters of India’s 
nuclear doclrine”, but goes on to claim that 
“no government will be able to go back on 
the basic parameters outlined in this consensus 
document*'. How strange that what purports 
to he a draft cannot be thrown away, let alone 
changed or slashed. 


veltipcd between the elections of DPR 
members and the MPR election of the new 
president. This lack of political leadership 
has boosted the role of the military, with 
all major parties involved needing its 
support and votes. Meanwhile all the major 
parties arc depending on and are affected 
by money politics. Although Habibie has 
been badly hurt by the Bank Bali scandal, 
his Team Sukscs may still have enough 
money to buy the necessary votes in the 
MPR. 

Altogether, this has given the armed 
forces, and the police, increasingly more 
space to undermine the East Timor agree 
ment, of which they were very sceptical 
in the first place. 

The logic was to create semi-civilian 
counterparts to the CNRT in negotiations; 
to further develop and empower the mi 
litias to promote the pro-autonomy side 
in the referendum by creating fear among 
the immigrants of what would happen if 
East Timor became independent, and 
among the Easi-Timorese of terror in the 
future in case they didn’t accept Indo¬ 
nesian dominance: and to display to pro¬ 
testing people in other Indone.sian prov¬ 
inces what kind of problems and horrors 
they are likely to face in case they continue 
with their demands. 

This logic meant that if the referendum 
was lost, a mini-civil war would be started 
in order to. firstly, further eliminate, if 
possible, the Falantii; and, secondly, not 
io.se face but be able to say ‘we invaded 
East Timor in 1975 to save the Country 
from a civil war and when we leave there 
will again be a civil war’. 

The CNRT kept its promise to keep a 
low profile and not allow itself to be 
provoked. It consistently stres.scd recon¬ 
ciliation but found it difficult to simulta¬ 


neously shape a back up in case things 
would go wrong. 

At the same time, the UN proceeded 
with the referendum, though to my know¬ 
ledge without any serious back up. And to 
my knowledge both tho.se parties felt that 
not going ahead with the referendum would 
amount to giving in to the militias’ intimi¬ 
dations and pa.ssing a unique opportunity. 

In my own analysis at the time, a high 
turnout and more than two-thirds victory 
for the independence side would mean 
least risk of violence. The pro-Indonesian 
side would realise that they had lost and 
after some face-saving, including in terms 
of a mini-civil war, the unrest would peter 
out as the central aimy leadership would 
abandon most of their local thugs. 

However, for the second time since the 
crisis in Indonesia became obvious in mid- 
1996,1 was wrong. (The first time being 
in April 1998 when I said that the Soeharto 
regime was likely to remain at least for 
a few months because the International 
Monetary Fund and the World Bank had 
given up much of the pressure. Instead, 
on May 4 Soeharto implemented even 
harsher measures than preseribed by the 
IMF and thus generated the riots and 
demonstrations that brought him down.) 
I was wrong this time, because the central 
armed forces leadership lost the control 
I thought it was capable of upholding. 

So, while people bravely rcsi.sted in¬ 
timidation and terror, and the armed forces 
respected the very electoral operation - 
j'ist like during the Indone.sian elections 
- the local militias of the armed forces 
began to follow their own logic. And even 
after having pmven its point (that some 
kind of civil war would follow if East 
Timor would go for independence), the 
central armed forces command was un¬ 
able to do much about it. Apparently a 
monster had been created that now ran 
wild. 

In this situation the CNRT could not do 
much more than refrain from being pro¬ 
voked and thus eliminated, which must 
have been difficult enough. 

The UN was rather helpless. Of course, 
immediate UN strengthening of its local 
representatives in order to maintain its 
presence would have been in full accor¬ 
dance with the May agreement (.Article 7), 
but that was not done. Mu.st people would 
of course like the UN to do much more 
than that, but it was simply not realistic. 

This was particularly unrealistic in the 
Asian framework where powerful states 
are very eager to pre.serve their powers 
again.st any form of intervention, wl»re 
the only successful intervention against 
state terror and murder, the Vietnamese 
intervention in Cambodia, was resisted by 
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Indonesian army let loose the dogs of war in East Timor but could 
not call them off. The UN failed to intervene in time. But beyond 
these, a lasting solution to the problem can only come through 
.strengthening the democratic movements both in Indonesia and in 
East Timor. 
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the west itself, and where there is not even 
the poor African capacity of sending in 
local troops from neighbouring countries, 
as in the case of Sierra Leone. 

If there had been an armed intervention 
anyway, the risks of making things even 
worse would have been very high. First, 
the unity between the local militia and the 
local police and army forces would have 
been further cemented, also strengthened 
by full scale support from Jakarta - we 
would have got a combination of a civil 
war and Indonesian struggle against for¬ 
eign intervention. Second, this support 
from Jakarta would then also have in¬ 
cluded the entire political elite, mass media 
and so on. Finally, this in turn might well 
have totally derailed the already weak 
process of democratisation in Indonesia 
(not to talk of its economic recovery). 

The UN, as already mentioned, could 
well have referred to Article 7 in the May 
agreement and immediately sent in more 
personnel to uphold its presence. Here the 
UN itself failed and cannot blame the 
member states. Initially the UN pulled out. 
This is extremely serious, not just for the 
East Timorese but also for the UN itself. 
Apparently it was primarily thanks to the 
brave staff at its Dili headquarters, who 
refused to leave, that the UN retained 
some presence in East Timor - while it 
should have been quite the other way 
around, with volunteers, diplomats et al 
moving in. 

The only thing remaining, then, was 
economic and other diplomatic measures. 
But the process was slow. The major actors 
were apparently afraid of losing out in 
Indonesia, including economically - even 
if the official arguments mainly referred 
to the risk of derailing the process of 
democratisation, a risk which may be 
disputed and which I shall return to. 

However, there was enough pressure on 
the Indonesian regime to cause a major 
split within its government. We do not 
know if Habibie wanted to allow foreign 
intervention, but he himself, many of his 
ministers and vital parts of the parliament 
clearly first resisted defence minister and 
chief of the armed forces Wiranto’s de¬ 
mand for marshal law in East Timor, and 
then they rapidly had to give it up and 
allow Wiranto to go ahead. 

To my understanding the then rumours 
about a coup were, thus, baseless. Why 
would that have been necessary? The 
military already dominated. Rather, they 
needed civilians. The rumours were best 
suited to scare the west, and the demo¬ 
cratic opposition, from putting 'too much 
pressure on the regime’. 

There is one positive consequence of the 
crisis; by now it should be fully clear for 


the entire world, and many Indonesians, 
how political violence works; First, the 
.state-cum-military worsening of various 
local conflicts and promotion of thugs/ 
militias in clamping down on people; 
second, giving the military/police itself an 
opportunity to intervene. 

But there is another compulsion. When 
first having created this climate of death 
- which make people fight each other and 
fear each other - the state and military 
must then also put itself in command of 
this fear and death and even be able to 
claim that it is the only force that can save 
the nation and save people against their 
own evil. 

In the case of East Timor, however, it 
had gone too far. Wiranto, never approved 
by East Timor veterans in the field, lost 
control. At that point, his entire career as 
well as the prestige of the armed forces 
as a whole rested v/ith their capacity to 
regain control of the wild beasts in East 
Timor, including .sections of Lt Gen (ret) 
Prabowo Subianto'.s’s old security forces 
and the Dili governor who says he will 
continue to fight and that he ignores 
Habibie's acceptance of the results from 
the referendum since "he is just the prc.si- 
dent, he has never been in the field". 

It took just a few days to prove that 
Wiranto and the central armed forces were 
not capable of doing this. And by now 
accepting an international peace-keeping 
mission they have, to my understanding, 
got a new lea.se on life that rests with their 
ability to co-operate and forcefully con¬ 
tribute to the tasks of the mission on East 
Timor. 

But an additional question is, of course, 
if this kind of stability in Indonesia, and 
this kind of ‘law and order’ and ‘stability’ 
in East Timor, are acceptable to Timorese 
and Indonesian democrats, and to the 
international community? 

It is c.s.sential to remember that sanctions 
against authoritarian rulers may indeed 
backlash and not be veiy successful, as 
they did and were during the crisis in late 
1997 and early 1998. They could generate 
a conservative nationalist movement - in 
case international concern is not co¬ 
ordinated with the democratic opposition. 
There is much to learn from the case of 
South Africa and realise the importance 
of supporting Indonesian and East Timor 
democrats in their stniggle for human rights 
and democracy. 

For instance, even Megawati, who is 
eager to retain the support of the military 
and did not want East Timor to become 
independent, has recently accused Habibie 
and his administration of double stan¬ 
dards, a democratic referendum combined 
with “undercover methods...including 


allowing the .spread of violence". She has 
promised to respect all international agree¬ 
ments and said that if and on becoming 
president she would “help East Timor 
develop as a peaceful nation and become 
a ’brother’ to Indonesia”. Moreover, she 
has appealed to especially the armed forces 
and police to not undermine this. Also, the 
National Commission of Human Rights 
urged the government to lift the state of 
emergency and invite a UN peace-keeping 
force to restore order. 

It is essential to remember that it is not 
’only’ a question of putting an end to the 
open violence and terror in East Timor. 
We do not know how many, but probably 
some hundred of thousands of people have 
fled up in the mountains where there is 
a lack of food and water. And many have 
taken refuge elsewhere, including in 
militia-armed forces controlled camps in 
Wc.st Timor. Before an armed peace-keep¬ 
ing force is able to enter, it is urgent that 
international humanitarian relief can 
come in. 

The UN must immediately extend its 
own representation in East Timor, not pull 
out of it, .so that they can monitor the 
situation, pave the way for humanitarian 
relief, and enable Xanana Gusmao and 
Bi.shop Bcio to return and take the lead 
in a process of reconciliation. 

Finally it is essential to return to the 
argument that the point of departure for 
international concern mu.st be to support 
Indonesian and East Timor democrats in 
their .struggle for human rights and de¬ 
mocracy. " 

This is not just to prevent a nationali.stic 
backlash and more military powers. This 
is primarily because foreign intervention, 
even with the best of intentions and armed 
or not, simply docs not make .sense if there 
are no local roots and propelling forces 
to guide and take the fundamental deci¬ 
sions. 

The fate of East Timor depends on 
Indonesia and the fate of both East Timor 
and Indonesia depends on the ability of 
the Indonesian democratic movement to 
counter authoritarian nationalism through 
a renaissance of the original nationalist 
project and especially its ideals of free¬ 
dom and justice. And the bottomlinc, then, 
is that the forces of violence cannot be 
allowed to first run wild and then domes¬ 
ticate the situation. 

There cannot be democracy and not 
even stabi lity in Indonesia before the forces 
of violence are dealt with, domestically 
as well as in East 'Timor. Truth and re¬ 
conciliation is a must. This goes beyond 
the current crisis. This include even the 
massacres in the mid-1960s. But first East 
Timor. 
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PERSPECTIVES 


Dynamics of Non-Involvement in 
ASEAN 

Rhetoric and Primordialism 

Vejai Balasubramaniam 


// has been contended that ASEAN's members have ceased to cherish 
the principle of non-involvement in one another's internal affairs. By 
way of illustrative example attention is called to the Indonesian and 
Philippine gestures of support for Anwar Ibrahim after he was 
dismissed from the Malaysian cabinet. Noting that such clashes 
among ASEAN members only take the form of phases of rhetoric and 
arguing that the rhetoric is rooted in old history, this article attempts 
to demonstrate that non-involvement is verv much alive. 


FOR much of the eighties and the nineties 
south-east Asia had been economically 
the most dynamic part of the world. The 
advances in economics, it is argued, had 
begun to ramify into politics in the new 
states of the region. Among other things, 
the initial contention arising over 
Myanmar’'i application for membership 
in ASEAN is seen as indicative of a trend 
away from the cherished principle of non- 
involvement by governments in the region. 
The same view is also held with respect to 
the remarks and the ensuing war of words 
engaged by the leaders of states m the 
Malay world. Ideologically, this trend is 
viewed favourably and perceived as help¬ 
ing to expedite democracy in ihc region. 
This article argued that to construe the war 
of words and criticisms as involvement in 
the internal affairs of another member 
state is misplaced and ahistorical. What 
appears as interference is no more than rhe¬ 
toric and a rellection of the primordialism 
which pervades interstate relations in the 
region. It further contends that to the cont¬ 
rary. this rhetoric works to enhance regi¬ 
onal co-operation and that non-involve¬ 
ment is alive and well in .south-east Asia. 

I 

Introduction 

The centre piece, or the crown jewels, 
of the Association of South-East Asian 
Nations (ASEAN) is the spirit of consen¬ 
sus and the principle of non-mvoivcment. 
According to the spirit of consensus 
decisions concerning ASEAN must se¬ 
cure the consent of all the member states. 
The principle of non-involvement states 
that members should not become involved 
in one another’s internal affairs. While the 


idea of consensus appears to be generally 
lauded, seen to be reflecting (as it does) 
broad democratic ideals in decision-mak¬ 
ing, that of non-involvement has come 
under increasing scrutiny and is being 
seen as retrogressive. 

In fact, it is argued that of late this 
principle has been undergoing a change. 
The initial disagreements surrounding 
Myanmar’s application for A.SEAN mem¬ 
bership is .seen as reflective of a change. 
I'his despite the fact that it amounted to 
no more than rhetoric. In the final analysis, 
Myanmar’s membership was endorsed by 
all the A,SEAN delegates (in spite of the 
initial re.servations of Thailand and the 
Philippines). The excitement passed. 

But it resurfaced in Ihc wake of the 
sacking from the Malaysian cabinet of 
Anwar Ibrahim, who had held the posts 
of deputy prime minister and finance 
minister. Indonesian president Jusuf 
Habibie and Philippine president Joseph 
Estrada made statements of support for 
Anwar and stated that they might not attend 
the Asia-Pacific Economic Co-operation 
Group (APEC) summit scheduled to be 
held in Kuala Lumpur in November 1998. 
For a moment it appeared that the pundits 
who argued that some fundamental change 
was taking place were about to have their 
day. But this proved short-lived: both the 
presidents laterconfirmed their attendance 
at the summit. 

Once again the pundits, left disappointed, 
merged into the background. They waited 
there for the next round in the war of 
words, and in the process left the cause 
for the rhetoric and war of words un¬ 
discussed. By arguing that the rhetoric 
engaged in by ASEAN governments has 


roots in old history, this article suggests 
that it is necessary to go beyond the 
ahistorical approach adopted by the self- 
styled experts of the south-east Asian 
political .scene.' 

II 

Unresolved Contradictions 

The Malay world, comprising the 
pre.scni-day .states of Malaysia, Singapore, 
Indonesia, Brunei and Ihc Philippines was 
historically part of ihelongneduree^ which 
linked India and China to the Mediterra¬ 
nean. [.ocated along the maritime trade 
routes between these two ancinct civili¬ 
sations, the region was a noted producer 
of .spices and exotic commodities .such as 
birds’ nests and ‘tripang’ (sea cucumbers). 
This attracted trade and traders to the port 
polities which existed there and lunctioned 
cither as export centres for jungle and 
island produce or as transshipment cen¬ 
tres. The dominant elites and rulers of thc.se 
port polities adopted Hindu forms of 
kingship and were called ’rajahs' or fol¬ 
lowing Ihciradoptionol Islam, 'sultans’. 

These maritime kingdoms were amor¬ 
phous in character and based on loyalty 
to the person of the ruler: the realm was 
determined by the nuinberof people owing 
allegiance to a rajah at any given lime. 
Trade provided Ihc resources by which the 
elites in the Malay world increased their 
■’following and expanded the realm. Ac¬ 
cordingly. trade-centred iivalry was an 
important tcature of the region. 

Of the strategics which featured piomi- 
ncntly in the struggle to control trade, 
marriage was arguably the most impor¬ 
tant. Typically, the elites of a particul.ir 
port would upon attacking its rival, marry 
into the ruling fami lies there. In this manner 
the kingdoms in the Malay world came 
to be linked to each other through kinship 
and marriage ties. In this manner powerful 
kingdoms came to exist in Kedah, Ma¬ 
lacca, Palcmbang, Brunei, Sulu, Acheh 
and Sulawasi from the 10th to the 15th 
century. 

The arrival ofthe major European powers 
in the 16th century and the subsequent 
colonisation of the region led to its divi¬ 
sion into British, Dutch, and Spanish 
.spheres of influence. For example, the 
1824 Anglo-Dutch treaty divided the 
Malay archipelago, as a result of which 
the area covering present-day Indonesia 
pas.sed under Dutch control to become the 
Dutch East Indies. The Malay peninsula 
(covering the states of Selangor, Perak, 
Ncgeri Sembitan,Juhore, Malacca, Penang 
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and Singapore) and North Borneo came 
under British inlluence. Scant attention 
was paid to the loyalty-defined kingdoms 
in the Malay world. Hence, it is not surpris¬ 
ing that in the post-colonial period there 
arose overlapping territorial and bound¬ 
ary claims between the different states.^ 

This can be traced to the failure of the 
colonials to take into consideration the 
boundaries of the feudal Malay kingdoms 
(which, as explained above, were loyalty- 
defined). This fact, coupled with the posi¬ 
tioning of south-east Asia as raw material 
producers for furope-ba.sed industries and 
con.sumcrs of manufactures, led to the 
transformation of the maritime Malay 
kingdoms into land-based kingdoms. 

Among other things, European colo¬ 
nialism led to the ri.se of nationalist con¬ 
sciousness in the region. By the I ‘)6()s the 
Malay world excluding Brunei had be¬ 
come a land of independent states. Nation¬ 
alism pul a check on the free movement 
of peoples in the region with the inirodiic- 
lionol passports and travel documents. At 
the same lime, it meant that the Javanc.se 
or Bugis in the Malay peninsula became 
Malaysians while theircounlcrparls in Java 
and the Celebes were Indonesians. 

As nal ionalisni and modernisation came 
to be intertwined in the colonies, it was 
the desire for the latter which provided 
support for the anli-eoionial struggle, and 
thus the objective of modernising society 
gained centre .stage in the newly indepen¬ 
dent states. In this respect it was almost 
certain that the governments of south east 
Asia won Id come into contention with one 
another. Economically they were in the 
main similar - producers ol primary com¬ 
modities such as rubber, tin. rice, sugar 
and cotfec. This, together with overlap¬ 
ping territorial claims, was a potential 
flashpoint in regional relations. 

In 1 %7. the Bangkok declaration led to 
the formation ol A.SE.AN. which was seen 
.as a vehicle to help deluse potential ten¬ 
sions in the region through greater re¬ 
gional co-operation. But ASEAN’s capa¬ 
bility in resolving tensions arising from 
compctiliim on the economic Ironi re¬ 
mained untested as the region became the 
theatre of ctild war rK-alry. 

The need to contain communism led to 
a common stand, and Indonesia's annex¬ 
ation of East Tinwr received quiet accep¬ 
tance fmm ASEAN and the major western 
powers. This is not to say that there were 
no issues of contention - witness the 
friction between Malaysia and Singapore, 
still alive and kicking, over the latter’s 
separation from the former in 196.S - but 
they tended to be submerged by the rheto¬ 
ric of the cold war. For a while, even the 


end of the cold war did not cause the latent 
contradictions between countries to .sur¬ 
face. South-ea.st Asia in the late eighties 
and the nineties, it could be argued, was 
economically the most dynamic part of the 
‘world. It had attracted large inflows of 
foreign capital and was recording an 
average annual rate of GDP growth of 
between 8 and 9 per cent. 

However, as of July 1997, the econo¬ 
mics of the region took a beating follow¬ 
ing depreciation of their currencies amidst 
speculative attacks. Gone was the Midas 
touch of their governments, and with it 
their .sense tif confidence. The ‘Asian 
values and Asian renaissance' debate the 
boom years had spawned - a debate which 
was set to challenge Weber’s thesis in 
Econotm and Society and the Protestant 
Ethic - has become a dead letter. Hence¬ 
forth. the region came to be seen as reek¬ 
ing with cronyism, corruption and admin¬ 
istrative mismanagement. Moreiinptirtant, 
the economic crisis and impending reces¬ 
sion also meant thai competition between 
the countries of the region in the world 
market would intensify. 

The boom years and the cold war had 
led A.SEAN nicmbei countries to ignore 
or postpone gieatcr economic co-opera¬ 
tion and co-ordination aimed at harness¬ 
ing the region's potential. Rather, each 
country acted to promote its own national 
interests which led to the cultivation and 
promotion of the sectional economic in¬ 
terests of the nascent national bourgeoisie. 
But while the needs of this bourgeoisie 
could be sustained in a period of strong 
growth, in a recession they would demand 
assistance from the state.** This fact, to¬ 
gether with the political prcs.sures exerted 
by these countries’ citi/.ens, made the need 
to lind solutions to the economic crisis 
critical. 

The regional economic crisis .saw citi¬ 
zens adopting the language of transpar¬ 
ency and accounfability advanced by 
spokespersons ol international finance 
capital. Tlierc were changes of govern¬ 
ment inThailand, Indonesia and the Philip¬ 
pines. In Malaysia, although there was no 
le.'tdership change, the rumblings of di.s- 
contentment against the government hud 
spilled over to the streets. In Brunei, the 
sultan had removed his brother from the 
post of finance minister amidst reports of 
mism.inagemcnt of .stale funds. But 
Singapore stood apart; it remained an island 
of stability in a sea of uncertainty. This 
fact, together with Singapore's relatively 
stable economy, made it the focus of attention. 

Singapore’s superiorinfrastructure. both 
physical and in the services sector, had 
seen her development as the regional base 


for foreign capital, which had penetrated 
the .surrounding region from there. (This 
was also assisted by Singapore's ability 
to package it.scif as an island of calm in 
a turbulent sea.) Thus, the modernisation 
of the Malay world Hhd greatly contrib¬ 
uted to Singapore's economic wealth.* 

For its part, Singapore could observe 
that it IS her advanced status, economic 
and political stability and needs that has 
helped expedite her neighbours’ 
imxlemisation. At a time when the region 
was economically the most dynamic in the 
world, the advances Singapore made 
tended to be marginalised. But when'the 
economic crisis began knocking on the 
diHir of politics (to adapt Trot.sky’s com¬ 
ment on the kulaks' role in the politics of 
the Soviet .state in the 1930s) the need to 
.secure national interests became para¬ 
mount. It is in this contexi that one should 
viewHabibie’s remark that Singapore had 
not been a friend in need* - a reference 
to the republic’s failure to be more forth¬ 
coming to alleviate Indonesia's financial 
resources crunch. 

Yet there is something primordial in 
Habibie's rhetoric, which harks back to 
the glory and wealth winch the region 
once enjoyed and which was appropriated 
when foreigners and outsiders exploited 
it. Given her predominantly ethnic Chi¬ 
nese population and her position in the 
Malay world, Singapore easily stood out 
as the exploiting foreigner. In this context 
the comment of Singaporean senior min¬ 
ister Lee Kwan Yew to the effect that 
Indonesia’s economic problems were 
systemic did not help matters, for it re¬ 
vived the Orientali.st perception of the 
coloni.sed or natives as la/.y and corrupt 
people. No scHiner had this war of words 
with Indonesia suhsided, Singapore be¬ 
came engaged in a war ol the .same kind 
with Malay.sia. 

Malaysia and Singapore have a long 
history. The latter belonged to the Sultan 
of Johore till 1819, when, together with 
52 surrounding islands, it was acquired by 
Slamlord Rallies and became a British 
possession. The two present-day states are 
connected by a road and rail via a cause¬ 
way from Johore (Malaysia’s .southern¬ 
most state), along which a fresti water 
pipeline also runs. Under British rule, 
Singapore became the centre for the chan¬ 
nelling of Malaya’s exports and imports. 

In 1963, Singapore and the Bornean 
territories of Sarawak and British North 
Borneo joined the Federation of Malaya 
to form Malaysia. Two years later, amidst 
hitter disagreements with the federal 
government in Kuala Lumpur. Singapore 
left Malaysia to stake out as an indepen- 
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dent slate. When Singapore was part of 
Malaysia the lerniones which dclined 
Singapore were not an i.s.sue. since they 
all constituted Malaysian territory. How¬ 
ever. Idllowing separation the boundary 
issue becuine u centre ol dispute as both 
states sought to rederme their territorial 
limits. 

Malaysia’s perception that Singapore 
had secured untaircconomic benefits from 
her’ promi.sed to raise the contention 
.stemming from overlapping territorial 
claims to new heights. Thus, when 
Singapore announced its intention to go 
ahead with the transfer of her customs, 
immigration, and quarantine (CIQ) facili¬ 
ties to WiKtdlands in May last year it led 
to a war of words from both sides of the 
causeway, each side accusing the other of 
being insensitive. 

To be sure, .senior officials of the two 
states had been discussing the subject lor 
the past three years. That agreement could 
not be reached stemmed from the concern 
of the Malaysian side that the transfer 
would mean the cITeclive closure of the 
Malaysian Railway terminus at Tanjong 
Pagar (the terminus and the land on which 
it stands is its territory). This concern, 
together with the fact that the date of 
transfer of (’IQ facilities came smack at 
a time when the Malaysian economy was 
arguably facing its greatest challenge since 
independence, ensured that .Singapore’s 
decision to go ahead with relocating the 
facilities would be contentious, to say the 
least. 

By April I99H the Malaysian ringgit 
had depreciated by some 60 per cent vis- 
a-vis the greenback and was continuing 
its downward sliilc; Malaysians were trans¬ 
ferring funds to Singapore banks which 
were offering lucrative interest rates; 
unemploymeni llgure.s rose as companies 
saddled with large debts began to downside, 
and the region was experieneing a net 
outflow of foreign tunds. All these factors 
led forcca.sters to predict that Malaysia 
would experience negative growth for the 
first time since independence. This, to¬ 
gether with ongoing economic competi¬ 
tion Kuween that country and Singapore 
and unresolved territorial issues, led what 
was a fairly straiglitforward issue to burst 
into a war of words. 

Among other things, this saw the 
Malaysian authorities campaigning fur the 
transformation of Port Klang into a re¬ 
gional shipping hub and the ending of 
overseas trading in selected blue-chip 
Malaysian companies - which would make 
the ringgit untradablc overseas. The 
Singapore authorities, on the other hand, 
threatened to take the issue to the World 


Trade Organisation (WTO) and sue 
Malaysia for unfair trade practice. 

A similar Hexing of muscles in a pri¬ 
mordial show of force took place between 
Malaysia, on the one hand, and Indonesia 
and the Philippines, on the other, follow¬ 
ing the support extended by the leaders 
of the latter two countries for Anwar 
Ibrahim.** Habibie and Estrada voiced their 
unhappiness over the sacking of Anwar 
by pleading that he be given a fair trial. 

Within Malaysia the sacking had drawn 
large demonstrations in Kuala Lumpur. 
The ‘Reformasi’ campaign he led was 
reminiscent of a movement which occurred 
in Indonesia** and culminated with Suharto 
stepping down from the presidentship. 
Arguably, the administration headed by 
prime mini.stcr Mahathir bin Mohamad 
was now facing the greatest challenge to 
its rule. More important was its potentially 
divisive effect on the mass of Malay 
supporters in the country from which 
Mahathir’s United Malays’ National 
Organisation (UMNO) draws its electoral 
support. 

The economic crisis had affected the 
financial standing and cash flow of the 
national bourgeoisie, who had been nur¬ 
tured by government policies and were 
therefore allied to the national political 
elites. In a scenario of slow gn>wth com¬ 
petition within this class can he expected 
to he heightened and hence to exert pres¬ 
sure on the national political elite for 
business, contracts and financial grants/ 
a.ssistancc. During the initial .stage, when 
the Malaysian economy was in the early 
stages of a downturn, the pressure could 
have been contained, but it became critical 
as the crisis came to be more drawn out 
I'rom Mahathir’s standpoint the weaken¬ 
ing of Malaysian corporations could lead 
to a position in which ownership was 
transferred to the hands of non-Malay¬ 
sians - in a new form of colonialisation. 
It is in thiscontext andthccontextof differ¬ 
ences over the ‘right’ economic policy for 
Malaysia that the contradiction between 
Mahathir and Anwar should be seen. 

So far as Mahathir was concerned many 
of the problems which had come to affect 
the Malaysian economy were the result of 
the greed of money-market speculators 
and traders. The prime minister had singled 
out George Soros and the foundation he 
headed as the main culprit in this context. 
He also indicated that the role of ih‘e media 
(an allusion to the foreign media) in 
painting the country in a negative light had 
done much to affect her image. Describing 
the strategy of the International Monetary 
Fund (IMF) as a recipe for disaster, he 
advocated a more relaxed monetary policy, 
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the way it becomes technically easier for 
Mahathir to carry through his economic 
policies. 

This internal political development came 
to have ramifications for regional rela¬ 
tions following the announcement by 
Habibie and Estrada that they might have 
to reconsider their attendance at the APEC 
summit. While it is well known that Anwar 
was a friend (and a good one at that) of 
both Habibie and Estrada, to construe their 
support for him as based purely on this 
mis.ses the point. As in the foregoing 
di.scussion the support should he .seen as 
providing Indonesia and the Philippines, 
which have overlapping territorial claims 
with Malaysia, with an occasion to assert 
themselves.*^ This is once again a clear 
demonstration of the primordial nature of 
tiic rhetoric and war of words which is an 
aspcci ot relations in the Malay world. 
Incidentally, it would be interesting to 
figure out whetherevents would have taken 
a different turn had the Malaysian authori¬ 
ties informed their counterparts in Indo¬ 
nesia and the Philippines of the decision 
to sack Anwar - (hat is, if they would .still 
have come out in his support. 

The war of words continued for about 
a month and seemed to have ended fol¬ 
lowing I lahihic’s and Estrada’s announce¬ 
ments that they would attend the summit 
after all. 

The war of words which the leaders of 
the ASEAN stales have engaged in ap¬ 
pears lo be contributing to contention 
between them. But .seen as rhetoric which 
has roots in history and is therefore pri¬ 
mordial. they are no more than a mani¬ 
festation of the unresolved contradictions 
which exist between them. In this sense 
the situation if south-east Asia contrasts 
with the situation m the rest of Asia, where 
overlapping territorial claims often lead to 
military confrontations like in Kashmir 
and the Shakaiin islands. 

When ‘The Singapore Story ’. 1 -*‘c Kwan 
Yew’s long-awaited memoirs in which 
there was name-calling and references to 
Malaysia’s bygone leaders a.> racists and 
communali.sts, it helped curry on the war 
of words on Singapore’s behalf- although 
the authorities there indicated that it was 
not rcOcctivc of official posititins. Soon 
after the release, the Malaysian ministry 
of defence began objecting to unauthorised 
.straying of Singapore Air Force (S AF) jets 
into Malaysian air space. In view of the 
proximity of Malaysia, SAF planes have 
had a tendency to stray into Malaysian air 
space quite often without securing prior 
official permission. In view of Malaysia 
and Singapore being members of the Five- 
Power Defence Agreement (FPDA)*’ - 


together with New Zealand, Australia, and 
the United Kingdom - such incursions 
had been tolerated of late. Henceforth, 
however, no such incursions would he 
acceptable without official .sanction. 

It may be noted in passing that the former 
Singapore prime minister has in his 
memoirs taken a swipe at the father of the 
present Malaysian minister of defence 
among other leading political personali¬ 
ties of the neighbouring country. 

Here is another episode in the equation 
between Malaysia and Singapore. The 
American Cable News Business Channel 
(CNBC), a brunch of Cable News Net¬ 
work (CNN) based in Singapore carried 
a live interview with members of Anwar’s 
family. The equation improved after the 
Malaysian police got co-operation from 
Singapore for gagging (he channel.This 
indicates once again the primordialism 
which underlies intra-ASEAN relations. 
In the case of south-east Asia this 
primordialism always makes for renewed 
co-operation. 

Ill 

Democracy and Elitism 

The governments in south-east Asia 
(apart Irom Brunei) all practise some form 
of rcpre.sentative democracy. This model, 
whether extremely liberal or authoritarian, 
isessentially a government ruled by elites. 
The role of the people in government 
virtually ends with elections to choose the 
rulers. The people have no part to play in 
deciding the shape of coalitions and the 
behind-the-scenes bargaining involved. 
Once governments are formed, they pro¬ 
ceed with their respective agendas treating 
the people as objects to be moulded and 
made to conf orm with the project at hand. 
The geographical space which is the state 
assumes a character of an entity that tran¬ 
scends the people and in effect controls 
them.'-’’ Seen in this light, the pursuance 
of national interests can be seen as a policy 
of .securing sectional economic interests. 

Much of the problem regarding regional 
co-operation in south-east Asia can be 
traced to the tendency of the governments 
there to prioritise national interests. In hi:, 
discussion on rcprc.scntativc democracy. 
Mans Kocschclcr (FW.*?) argues how (his 
model, which has come to .seen as the ideal 
form of democracy, goes against the grain 
of democracy as rule by the people. By 
arguing that democracy implies the 
people’s direct participation in govern¬ 
ment, he shows that representative demo¬ 
cracy contradicts this essential ingredients 
as it turns out to be ruled by an oligarchy. 
Among other things this has engendered 
a loss of confidence in the representative 


model of democracy in the advanced 
i ndustiial states and helped cany the debate 
on democracy to international forums. 

This critique of democracy shows up the 
ahistorical nature of comments and re¬ 
views on the less developed states. In the 
ca.'ie of .south-east Asia, the view has been 
expressed that the debates surrounding 
Myanmar’s membership of ASEAN and 
(he statements of support for Anwar of 
Habibie and Estrada indicate the dawn of 
ancwerainregional relations. As has been 
shown in the foregoing analysis, however, 
rhetoric has an important place in ASEAN. 
The priciple of non-involvement is alive 
and well in the ASEAN region and con¬ 
tinues to be one of its crowning jewels. 

Notes 

[This article has bcncnicd greatly from the 
comments of pmfessor Shaimul A B Hv is the 
dean of the faculty of humanities and social 
sctcnccs. University Kebangsaan Malaysia. 
Tcrxsha kindly read and edited drafts of the 
paper.) 

1 Journals such os the Hong Kong-based Far 
Eastern Economu Review in particular 
package themselves as experts on the region. 
They carried pieces highlighting the 
contradictions the issue of Myanmar's 
membership of A.SEAN hud engendered. Thai 
d.'ulics such as ihe Nation have been very 
critical of Ihe junta in Myanmar. While on 
the one hand the Nation saw the debate as 
positive, on the other hand it viewed ASEAN 
as unpmgrcssivc. 

2 .Sec Balasubramaniam, V (1998), Politik 
Nosumalisnie dun Federaltsme di Malaysia, 
Kuala Lumpur: Penerbil Fajar Bakti, Chapter 
2 See Shaharil Talib (1996), 'The Asiatic 
Archipelago: History Beyond Boundaries' in 
Proi eedinffs of Ihe International Symposium 
South-east Asia: Global Area Studies for the 
21 St Century. Kyoto Inlenialionul Community 
Hou.se, pp 89-103, lor an appreciation of the 
idea of south-east Asia as a regional entity 

3 For example, Malaysia has tcmionul disputes 
with Brunei on 1 unhang (Borneo), with 
Indonesia on the islands of Ligilan and 
Sipadan. with ihc Philippines on Sabah and 
a nuinber of islands in ihe Siilu archipelago. 
In like vein there are overlapping lerriiorial 
claims between Thailand and Myanmar. The 
li.st goes on as nearly all (he states have 
overlapping territorial claims. Part of the 
problem stems from old treaty agreements 
between Ihe colonial powers and putt fmm 
the countries’ right lo claim 2(X) nautical 
miles as port of their exclusive economic 
/.ones (EI^s). In south-east Asia defining 
LH7.S becomes conicniious bccau.se the region 
IS a stnng of islands. 

4 In the ca.se of Malaysia this situation has seen 
the guvcmnieni stepping in lo assist cash- 
strung cutiipanies by extending the non- 
performing loans (NPLs) penod from three 
to SIX months The government also set up 
asset and capital trust funds (Danahorta and 
Dunamodal) to buy selected NPLs from 
financial institutions In Thailand and 
Indonesia the governmcnls there had to appeal 
.for loans from the IMF in order to shore up 
the reserves of hard currency in their cenlial 
banks - which will than be loaned out lo over- 
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exposed pnvaic-scctor banks. 

5 There is a gamui of graduating exereiscs done 
by students al the {department of South-east 
Asian Studies, University of Malaya, to show 
this unequal ivlaiionship. Among the more 
recent are. Hanizah idns (1992), Struklur 
Pemhani’uimnSingapuraAnlara Tahun IHI9- 
7929; Sill KhajarSh^f l992),7’eri(enihaRg<in 
Prriiihanan Smgapura IHI9-I927\ Abd Aziz 
Ithnin (1994), Pelabuhun Smgupura dan 
Seklor Penndustrmn di Johor: Salu Kajian 
Kes f)i Kawasan Perindustnan PasirGudang; 
Faii/iah Razak (1994), Hubungan Perda- 
gangan Sumber Pfrikanan Malaysia dan 
Singapura: Kajian Kes Kuala Sedil. Johor, 
Yusrina Yahya (1994), Tenaga Di Singapura 
IH19-1941: Dari Angin ke Arang Balu ke 
Petroleum; Acrliza Radzi (1995), Kekayaan 
sumber Perhulunau Johor 1910-1941 • Hasil 
Johor dan Keunlungan .Singapore; Chcc Kch 
Chyn (199.5), Bunga dan Perdagangannyw 
Salu kajian kes Mengenai Peiusahaan Bunga 
Perdagangan Cameron Highlands Ke 
.Singapura; Ishak Peah (1'795), Pelahuran 
Singapore. Kes kajian Di. Seklor Perinduslnan 
Tanipoi, Johor Batu. Loknuin Zukaria( 1995), 
Buruh I Mir bandar ke .Singapura- Kajian 
Kes di Kg Bet hali hiut, Tanah Merah, 
Kelanlan. Norlilawati Samak (I995),.4<i/rv'rri 
Kapitulis Singapoie Di gelandpalah, Skudai 
dan Kukup. Johor 1900-1970, Thyc Slew 
Lan (1995), Hubungan Perdagangan 
Perusahaun Khin:ir Malaysia-Singapuia: 
Kajian Kes Paya Mengkuan Melaka. 

ft See Asian Walt Siieei Journal. August 4, 
I99)t. 

7 See note 5. 

8 In Mahiyda’s communal political set-up, 
UMNO ‘s the leading member of the ruling 
Barmin Nasional (national front) coalition of 
14 political parties. The leader of UMNO is 
the chainiian of Bari.san Na.sional and holds 
the post of the prime minister os well For 
a discussion of politics in UMNO, sec Shamsiil 
A B, ‘Battle Royale; The UMNO Elections 
of 1987' in Souili-easi A.suin Affairs, Institute 
of South-east Asian Studies,.Singapore, 19X8; 
Fan Yew Teng. The UMNO Drama: Power 
Struggles in Malaysia, Egn.‘l Publications, 
Kuala Lumpur, 1989; Vejai Balasiihra- 
maniain, ‘Vole for Unity: Malaysia's Ninth 
General Election' in Eiononiic and Poliliial 
Weekly. No 2i. June 10, 1995. 

9 TIk* demands of the 1 wo movements for greater 
transparency, accountability and an end <n 
cronyism in govcmiiient were similar. 

10 For a discussion :-,n aspects of the role of the 
government in creating the national 
bourgeoisie viewed from the stand|ioint of 
rent capitalism, see Gomez and Jotno, (1997), 
Malaysia's Poliliral F.ronomy: Politics 
Patrona. e and Profits, Cambridge I Ini versily 
Press, Cambridge. Chapters 4 and 5 of the 
book give details on businesses which 
benefited from relations with the national 
political elites 

11 Following his sacking from the government 
Anwar ha.s come to lead the Reformast 
(movement for leformation) some of whose 
leading lights come from ABIM (the Islamic 
youth movement of Malaysia). In pressing for 
greater democracy the movement hopes to 
rectify the bias of the Mahathir administration 
accountable to cronyism. It would be well to 
point out that the demand for greater 
democracy has as its objective the extension 
of larger economic benefits to the Malays: 
Mahathir is seen as favounng the non-Malays. 

The new economic policy (NEP) which 


was introduced in Malaysia following the 
racial riots of May 1969 had as its central goal 
the upliftment of the economic condition of 
the Malays in particular. But while the NEP 
did help to improve the economic condition 
of this ethnic group, it also worked to the 
advantage of the non-Malays who were well 
poised to take advantage of its general pro¬ 
business thrust, in Malaysia’s communal 
political set-up it is all loo easy for politicians 
to argue that the gains of the non-Malays had 
been at the expense of the Malays and that 
political expediency was the culprit. The 
problem becomes more acute in a period of 
economic slow down. 

It IS in this context that the Refornuisi and 
its ability to attract support from large sections 
of the Malays should be seen. It is revealing 
that despite adopting the language of greater 
democracy the campaign does not, for 
example, seek to address the communal bias 
of the Malaysian constitution: despite equal 
ciiizenshtp status, the non-Malays are not 
granted acce.ss to government jobs, places in 
universities, and grants on a par with the 
Malays. The demands for democracy adopted 
by the Bfforniasi lack an idealist componeni, 
as can be discerned from their embracing 
representative democracy without questioning 
itselitist character and the denial toindividuals 
of opportunities to participate directly in the 
political process. 

12 The Phillipincs has laid claim to the Malaysian 
state of Sabah and Indonesia to Ligitun and 
Sipadan. both in Malaysia These disputes 
arose from interpretation of the 1877-78Trcaty 
of Rome, which divided the Sulu and Celebes 
seas between Spain and Britain. 

13 The Malaysian mini.ster of defence recently 
announced that a study on the effectiveness 


of the FPDA would be made to analyse in 
continued relevance for the future. 

14 In this context, Singapoie is well known to 
have very tight control over the media. In 
previous years, print media such as the Wall 
Street Journal and the Far Eastern Economic 
Review, for example, have been proceeded 
against and their circulation severely 
restricted. 

15 This idea of control is adopted from the 
Zygmunt Bauman study on modemity. See. 
for example, “On Glocalisotions; Or Global¬ 
isation for some. Localisation for some 
others". Thesis Eleven, No 54, August 
1998:37-49. Of the critiques of the lepre- 
sentative model of democracy Noam Chomsky 
stands out. But sec also Hans Koehler (1995), 
Democracy and the International Rule of 
Tmw: Propositions for an Alternative World 
Order, where he develops and advances the 
critique both at the national and international 
levels from the standpoint of Kant's 
philosophy of Practical Reason. 

16 Sociologically, it is possible to understand 
this criticism as a product of modernity and 
the promise it held for man. The resulting 
pluralism this criticism encourages is 
indicative of a shift to the post-modern. Post¬ 
modernism is seen as a critique of modernism 
and its product While this shift to post¬ 
modernism has, among other things, helped 
to enhance the rule of individuals in the 
political process in ihe advanced industrial 
countries and contributed to greater 
dcmocraiisation nationally, it is not reflected 
internationally. Here, the governments, and 
to an extent the people of the developed west 
continue to act hegemonically and 
unrleinocratically. as may be discerned from 
the actions of the US. fur example. 


COURSE ON METHODS IN LABOUR RESEARCH 

V. V. Giri National Labour Institute is organising a 
Course on Methods in Labour Research during Decem¬ 
ber 01-21, 1999. The course is meant for young re¬ 
searchers and teachers of the universities/colleges/ 
research institutions and the professionals in govern¬ 
ment organisations who want to pursue their research 
interest in various labour related themes. For applica¬ 
tion form and other details please contact; E. K. 
Sasikumar/Babu P. Remesh, Course Directors, Course 
on Research Methods in Labour Research, V. V. Giri 
National Labour Institute, Post Box No. 68, Sector 24, 
NOIDA-201 301, Distt. Gautam Budh Nagar (U.P.) 
[Fax Nos.: 011-8-532974 & 011-8-535174]. The last 
date for the receipt of the completed application forms 
is November IS, 1999. 
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Employment in SmaDer Indian Firms 

Choices under Liberalisation 

Mark Holmstrom 

How can Indian decision-makers take advantage of liberalisation to achieve economic growth and 
competitiveness, not as ends but as means to welfare and choice, social and sexual equality, and good 
work? Most new employment must he in small and medium enterprises, which have achieved some of these 
things elsewhere. Reviewed here are policies tried in India and elsewhere: protectionism plus privileges 
for small firms; ‘real services’ to promote flexible specialisation (Italy, Spain); long-term relationships 
between large firms and .subcontractors (Japan); liberalisation to the limit (Britain, the US); education 
and training; promoting entrepreneurship, etc. Recent yvork on industrial districts sugge.sts that Indian 


variants of flexible specialisation 

I 

More vs Better Employment 

LIBERALISATION hus arrived: there can 
be no going back. How can Indian detrision- 
inakers take advantage of it to achieve 
economic and social goals: growth and 
competitiveness, not as ends in themselves, 
but as means t<» greater welfare and tli< nee, 
starting with the elimination of gross 
poverty; and then other goals like social 
and sexual equality, good working con¬ 
ditions, and the chance for most people 
not just to make a living but a satisfying 
career? 

Everyone talks of liberalisation, glqbali- 
sation and llexibility, but these words are 
imprecise. Liberalisation could mean no 
protection for domestic industries, and no 
state intervention except law and order 
and sound money; or simply less protec¬ 
tion than before, with other measures to 
promote economic growth. Cllobalisation 
can mean letting foreign capital in. with 
or without strings. Ii involves ccntrali.sed 
planning by large companies with world¬ 
wide markets, but it also provides new 
chances for decciitralised production by 
a myriad of smaller firms and local clus¬ 
ters, using local skills and new technolo¬ 
gies to supply world markets. 

‘Flexibility’ is the most dangerously 
ambiguous of these words; 

Flexibility...can take the form of ‘active 
versatility’ or ‘passive pliability’ 
[Semlinger 1990]; that is, it can consist 
of the ability to exploit market niches and 
quickly respond to orders, ha.scd on a 
skilled and polyvalent labour force: oi it 
can also mean simply to submit to outside 
piessurcs from customers, and to accept 
cutbacks, and In pass on the llexibility 
requirements of the market to Ihe work¬ 
force in a ccxrrcivc manner through ex¬ 
panding and retrenching production vol¬ 
ume. forcing wage concessions, making 
‘fli'xiblc’ use of short lime and caiiual 


are emerging and can he promoted 

employment, etc (Sengenberger and Pyke 
1992:14). 

Sengenberger and Pyke (1992-12) call 
these the ’high road’ and the ‘low road’ 
to industrial restructuring. The ‘low road’ 
consists of seeking competitiveness 
through low labour cost, and a deregulated 
labour market environment. It is believed 
that cost-cutting will boost productivity 
and profits, and create new employ¬ 
ment...I'hc problem with this approach is 
that the improvement it yields for com¬ 
petitive performance, if there i,? one at all, 
is frequently short-lived...Poor wages and 
terms of employment hinder the firm in 
acquiring and keeping the qualified labour 
required for efficiency and flexibility; and 
they rarely induce the firm to ‘invest’ in its 
labour force to make it more productive. 
The principal alternative to such ‘de.struc- 
tive’ competition is the ‘high road’ of 
constructive comfjetition, based on effi¬ 
ciency enhancement and innovation;... 
through economic gains that make wage 
gains and improvements in social condi¬ 
tions feasible, as well as .safeguarding work¬ 
ers’ rights and providing adequate stan¬ 
dards of social protection [ibid: 12-1.1). 
Must liberalisation in India mean taking 
the low road, or arc there other options? 

.Some of the Asian Tigers, like South 
Korea, started their industrialisation on 
the ‘low road’ and then moved gradually 
to a higher one. India is not yet in a 
position to join the Tigers, because of 
lower levels of education and entrenched 
social inequalities, and for other obvious 
reasons. In .some way s it is closer to Chi na, 
except that it has not come anywhere near 
China’s recent economic performance: 
never mind China’s dismal record in human 
rights. 

There arc hard choices to make, trade¬ 
offs between good things, cakes we can¬ 
not have and eat at the same time. Eco¬ 
nomic growth is good, and in the long run 
it may benefit everyone or their grandchil- 


hy suitable policies. 

dren; hut we are often told that the cost 
of growth, at least in the short or medium 
term, must be harsh insecure low-paid 
work, great inequalities, and loss of free¬ 
dom and human rights. Or perhaps not: 
evidence fromthc ‘A aanTigers’ suggests 
that some degree of social and economic 
equality, far from being inconsistent with 
rapid growth, may be a necessary or 
favourable condition for it. Perhaps the 
‘low road’ is not the only one for a poor 
country. 

All these debates involve questions of 
fact (which can sometimes he settled by 
evidence) and value (which cannot): means 
and ends. If you think it best to make the 
road as high as possible, we have to 
'recognise that it cannot be very high in 
India yet. 

The pace of economic and technologi¬ 
cal change in India is set mainly by large 
firms, including publiclyowned ones; but 
most new employment will have to be in 
small and medium enterprises (SMEs) - 
the rural non-farm .sector’, urban petty 
manufacture, trading and .services - with 
as rapid a shift as is feasible towards more 
skilled work and higher technologies, to 
take advantage of the many skilled and 
educated people. 

India, being very big, has large numbers 
of educated workers, besides an even 
bigger reserve of uneducated often illit¬ 
erate people, and everything in between. 
The Tigers’ experience suggests that the 
first priority must be education. But it will 
take time; and though universal education 
may be a necessary condition for eco¬ 
nomic growth, it is not sufficient. What 
more needs to be done, to get growth with 
welfare and justice? 

As a foreigner, it is not my business to 
tell Indians what choices to make, yet it 
would he disingenuous to pretend I have 
no views. These are, roughly, social demo¬ 
cratic ones, which many Indians share. 
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But 1 can contribute to the debates about 
liberalisation and flexibility, and suggest 
lessons to be learnt from foreign experi¬ 
ence. This paper grew out of my field¬ 
work. In 19931 made a study of electronic 
and engineering industries in Bangalore 
(with later visits to follow new develop¬ 
ments). In 1996 and 1998 I visited the 
Valencia region of Spain, especially the 
toy-making town of Ibi. My own country 
(Britain) has not been a good model. A 
British ob.servcr can at least warn of the 
dangers of the uncritical free market 
worship of some Indian business people 
and journalists, who sing Thatcher's 
praises. Elsewhere I discuss the effects 
liberalisation has already had, and is likely 
to have, on Indian business [Holmstrom 
2000]; and the consequences for different 
kinds of workers, both educated and 
uneducated [Holmstrom 1999aj. 

In earlier articles [Holmstrom 1993a, 
1997, I998aj I considered whether .some 
variant of the ‘Third Italy’ or ‘Emilian’ 
model of flexible specialisation and in¬ 
dustrial districts might work in India, 
leading to economic growth and goixi 
work for more people: what were the 
chances it might develop spontaneously, 
or what-if anything-could public policy 
do to encourage it? Here I range more 
widely over other possible waysof achiev¬ 
ing these ends, and update the discussion 
of flexible specialisation and industrial 
districts in the light of recent work on 
SMEs. 

What can be learnt from public initia¬ 
tives to promote SMEs, with social Jus¬ 
tice, in countries which have done so 
successfully, like Italy, Gennany, Japan, 
Denmark and Spain? Can their institu¬ 
tions and policies be adapted to achieve 
good re.sults in India? Cultural, economic 
and political conditions differ so much 
that you cannot simply copy what has 
worked well in one place and get similar 
results elsewhere; it has not been po.s.siblc 
to repeat the success of Third Italy's 
industrial districts even in southern Italy. 
Yet there are cases where a successful 
model has been learnt from and adapted 
creatively. Third Italy may not have fa¬ 
thered any u.seful progeny in southern 
Italy,'but it has in Spain, where the 
Valencian regional government has a 
successful programme-based directly on 
the Third Italy ('Emilian') model plus 
Denmark [Pyke 1992a; Ybarra 1991]; or 
the Cyprus Industrial Strategy, built on 
Emilian foundations [Murray 1992]. For 
years western firms struggled to adapt 
their own management practices to very 
different cultures in Asia: now Japanese 
firms are doing the same thing in their 


European subsidiaries, especially in Brit¬ 
ain - a reversal of an older relationship 
between the west and the rest [Kaplinsky 
and Posthuma 1994]. Social experiments 
sometimes work. 

But how can I compare a poor third 
world country, with a va.st illiterate or half- 
educated population, with these rich coun¬ 
tries? The speed with which the Asian 
Tigers have moved from being seen as 
underdeveloped countries needing help, 
to world leaders, shows the dangers of the 
mental apartheid involved in placing 
countries in the first or third world, the 
west or the rest. The Tigers may seem to 
be trapped at the moment, but they have 
such reserves of strength that they are 
likely to break out of their cages soon. 

Given that you cannot transplant a 
successful model from one environment 
to another, it is w«)rth asking whether we 
can apply the lessons intelligently in a 
different and poorer .society. If something 
was done successfully in another eco¬ 
nomic and cultural setting, should we 
expect it to work if tried somewhere 
else (in this case, India)? And if not, why 
not? 

First, what is to count as ‘working’ - 
what criteria for success? Economic 
growth? Employment? What .sort of 
employment - work on any terms, at low 
wages, in bad conditions? Or gixxl careers 
with decent pay and conditions and a 
future? Employment for whom - women 
who want or need paid work, hitherto poor 
and excluded groups, or ethnic minori¬ 
ties? So, in Judging the success of an 
experiment or initiative, a.sk which of these 
ends it has achieved, and whether there 
are trade-offs; docs growth require greater 
inequality, or child labour, or lack of 
freedom, at least for some time?The trade- 
olTs may be matters of fact (though hard 
to determine and fogged by our values and 
prejudices). 

It is easy to find reasons why a foreign 
mpdel would not work. We could develop 
an experimental method, on roughly 
popperite lines. Start with the hypothesis 
that a particular model can work (produc>' 
the results we want) in India, then try to 
falsify the hypothesis by looking for rea- 
.sons why not (for example, the model has 
already been tried iuid shown not to work) 
or rca.sons why we should expect it to be 
very difficult (Japanesc-style management 
is unlikely to work with poorly-educated 
workers). Experiments in social engineer¬ 
ing are difficult to make and have a high 
human cost, which is not always a reason 
for not trying More often we have to rely 
on controlled observation, as in meteoro¬ 
logy or astronomy, not experiment. 


II 

Policy Options 

If we succeed in falsifying the hypoth¬ 
esis - that what' worked well somewhere 
else can work in India - then we should 
either abandon the hypothesis, or adapt it 
to .sec whether our new-model hypothesis 
can be falsified. For example, if Japanese- 
style management has not yet achieved 
much in India (though it has in Britain), 
arc there conditions in which it is more 
likely to do so? 

So consider some policies which have 
been tried, or propo,scd, as ways of pro¬ 
moting economic growth and employment, 
especially in SMEs. What reasons might 
there he for thinking that each of these 
options would, or would not, work in India 
now? 

Option /; Protectionism, plus special 
privileges for small firms (‘small-scale 
industries’) to offset the massive advan¬ 
tages enjoyed by big firms hiding behind 
tariff wails. In other words, the policy 
India has followed for most of the past SO 
years. 

Protcctioni.sm helped one country after 
another to build up industries which then 
became vi^gorously competitive on world 
markets, but that time has passed. Almost 
everyone agrees that protectionism went 
on for too long. Infant indu.stries never 
grew up; quality was poor; India was 
overtaken by .smaller countries which 
started later. Anyway protectionism has 
gone or is going. There is little point in 
going over the reasons for its demise once 
again, or the arguments against it. Protec¬ 
tionism is dead. 

The policy of re.scrving product lines for 
small firm.s is not quite dead, but very sick. 
It was counter-productive for many well- 
known reasons [Holmstrom 1984]. It was 
open to abuse and fraud; it encouraged 
inefficiency and poor quality; it was an 
excuse for appalling working conditions; 
and so on. There arc plenty of good small 
firms in India, but they did not need the 
policy (an overgeneralisation perhaps, but 
broadly true). 

Option i: Liberali.sation to the limit. 
Remove nearly all controls, keep taxes 
low (so nothing to spend on subsidies, 
incentives, state services to business, etc), 
because state intervention invariably does 
more harm than good. Then, the argument 
runs, the invisible hand will solve all 
problems. Putting free market institutions 
in place will automatically call forth rc- 
.serves of entrepreneurship, whatever the 
culture. Those who seriously want to get 
rich will seize the opportunity, and develop¬ 
ment will surely follow. Everyone or most 
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people will bencrit in the long run, though 
the short run may be tough. This was 
supposed to happen in Yeltsin’s Russia, 
or Thatcher’s Britain. If small firms have 
a place in this free-market development, 
they will survive; if not, not. But they 
probably will. 

This policy has not been tried in India, 
which may be one reason why it is such 
a popular candidate in some economic and 
business circles. It is doubtful whether it 
has really been tried anywhere else. Even 
Reagan and Thatcher did not practice what 
they preached; the social and electoral 
cost would have been too high. Anyway 
they were dealing with rich economies, 
and the success of their policies is ques¬ 
tionable. The Tigers, with the possible 
exception of Hong Kong, had actively 
interventionist governments which 
planned, protected, picked winners, and 
committed all sorts of sins against the free 
market. Moreover they had the advan¬ 
tages - which India has not - of a relatively 
equal distribution of wealth, and above ail 
a population not merely literate but well 
educated; which leads to Option 3. 
Option 3: Put everything into state-funded 
education and training, which is expen¬ 
sive but the best bet. Then let the private 
sector shift for itself. Other state interven¬ 
tion. incentives and controls are optional 
(see South Korea and Taiwan). 

This is a strong candidate. If Kerala - 
a relatively poor state - can achieve uni¬ 
versal education and literacy, then others 
can if the will is there. But the task is 
immense; and even if universal education 
is a necessary condition for economic 
development, it is even further from being 
a sufficient one in India than in the leg¬ 
endary Tigers. Besides, there are other 
urgent calls on the public purse (health, 
the right incentives to industry, etc), as 
well as the non-urgent but politically 
irresistible ones. 

Option 4: Identify, train and encourage 
entrepreneurs, the critical scarce resource. 
Entrepreneurship is seen as a matter of 
personality, susceptible to psychological 
engineering. If there are enough well- 
motivated and trained entrepreneurs 
around, economic growth will follow as 
night follows day. 

In the extreme form of this argument 
(still alive in India and elsewhere) entre¬ 
preneurship is seen as a special sort of 
mind-set, which will triumph over all 
obstacles; a treasure to be sought for, 
husbanded and nurtured, even inculcated 
in the young. Thus David McClelland saw 
‘the need for achievement’, or ’iiAch', as 
a ’mental virus’ which makes people 
’behave in a peculiarly energetic way’ 


[McClelland l966;28-29]; ‘a causative 
factor- a change in the mind of men which 
produces economic growth' rather than 
being ptoducedby it’ [McClelland 1963;83]. 
‘The psychological factor responsible 
for a civilisation’s rising to a challenge... 
has been weighed and measured and 
scientifically estimated in advance; and, 
so far as we can now tell, this factor is 
the achievement motive’ [ibid 95]. 
McClelland [1966] claimed to have con¬ 
ducted a successful experiment in ‘infect¬ 
ing’ a group of Indian businessmen with 
this virus. 

This is an extreme version of a more 
widely held view of entrepreneurship and 
the entrepreneurial personality as neces¬ 
sary or even sufficient conditions for de¬ 
velopment, things which can be incul¬ 
cated by training and example. Much effort 
has been put into training entrepreneurs 
in institutes and business schools in India, 
on more realistic lines than McClelland’s 
psychological engineering. 

It is equally plausible to argue that 
entrepreneurship is just a link in a causal 
chain; wherever the political and economic 
structure provides opportunities for entre¬ 
preneurs they will emerge and .succeed, 
like rabbits. I maintain that entrepreneurs 
are a valuable resource but not the critical 
resource which makes all the difference; 
not rare and valuable creatures like race¬ 
horses, nor common as rabbits, but useful 
animals like bullocks, which sometimes 
work best alone, sometimes in teams 
[Holmstrom 1999bl. Anyway there is no 
shortage of them in India. A tradition of 
sometimes ruthless entrepreneurship has 
always been strong, though not equally 
spread throughout all communities. 

Indian and foreign experience suggests 
that training programmes for entrepreneurs 
are useful but not the most urgent priority. 
As Schmitz and Musyck (1993; 12) argue, 
providing training ‘is easier than changing 
the context in which small enterprises 
operate... Training can have an ideologi¬ 
cal function in that the obstacles are seen 
in the people who run the enterprises rather 
than in the (often hostile) environment 
in which they operate.’ Training schemes 
for sma.’!-scale businessmen have been 
useful elsewhere (Italy, Spain) as a part 
of broader programmes to give advice and 
consultancy, and to train skilled workers 
at all levels of the enterprise. ’ 

This discussion of policies options 
(protectionism with privileges for small 
firms, liberalisation to the limit, putting 
everything into education, and training 
entrepreneurs) was a curtain-raiser to 
policies more directly aimed at creating 
growth and good employment in small 
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Economic 


and medium firms, in conditions ol 
liberalisation. This is not a matter ol 
principle - small is not beautiful - bul 
most of the employment is bound to be 
in these firms, even if large firms call theii 
tune. With the worldwide trend toward: 
decentralised production, even many large 
firms come to resemble federations ol 
small firms in some respects, though witl 
centralised arrangements for marketing, R 
and D (research and development), etc 
The distinction between large firms anc 
small becomes blurred. The ‘small-scale 
sector’ is dead; long live the many vig¬ 
orous innovative small firms. 

How can India get the relation betweer 
large and small firms right, to achieve the 
re.sults we want (like economic growth 
employment, satisfying work and greatei 
equality)? Let us Unik at some forms thi: 
relation has taken in other countries, ir 
each case asking why - if somcthin{ 
worked well somewhere else - it migh 
not work in India. 

Option 5: Subcontracting on the oper 
market. Large firms dominate the economy 
with their own marketing networks, wel 
known brand names, and R and D. The) 
have always sourced some component: 
and services from outside; now they arc 
lc.ss .inclined than ever to combine the 
different stages of manufacture in-hou.se 
with expensive permanent employees 
They maintain the smallest possible con 
jvorkforce, some worker.' on short con 
tracts for Jobs which must still be done 
in their own factory, and put out the res 
to small firms which can meet their stan 
dards of quality and delivery. So the large 
firm employs less and less people. In the 
extreme ca.se, it is reduced to a ‘virtua 
company’, a commercial empire like 
Benetton, ordering goods made to it: 
precise specifications from a multitude o 
small suppliers and selling them througl 
franchised retailers [Murray 1985]. 

The large firm’s relations with smal 
entrepreneurs arc transient and impersonal 
in Robert Kuttner’s words, ‘every busi 
ness relationship is a one-night stand’ 
Cosy relationships of trust between busi 
nessmen, paternalistic or trade unioi 
protection of labour, all these are suspeci 
Smaller firms compete ruthlessly amonj 
themselves for orders to supply compo 
nents and services to the laigc firms, whici 
are always on the lookout for firms whici 
can supply them cheaper, faster and better 

This model has the advantages am 
disadvantages of ‘low road‘ flexibility 
Costs are driven down relentlessly to mee 
domestic and international competition. / 
poor country can maximise its compara 
ti ve advantage, which is cheap labour. Thi 
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disadvantages are not only the social 
costs, but the economic costs of failing to 
invest in and upgrade labour, or to reap 
the bcneflts of trust between and within 
firms. 

Open competitive subcontracting seems 
the most likely course for Indian firms to 
take in the short run: to build on the 
existing pattern in much of Indian indus¬ 
try, whi le tightening up on costs and quality 
in response to the new competitive pres¬ 
sures. Much of Indian business has always 
been a jungle, where trust was limited to 
kin and close friends, or to close-knit 
moral communities bound together by 
religion or caste, like the shoe producers 
of Agra {Knorringa 1994, 1998]. 

Option 6: Japanese-style subcontracting. 
Large firms maintain close long-term 
relationships with small subcontractors; 
a marriage rather than a one-night stand. 
Decentralised flexible production within 
the parent firm extends also to satellite 
suppliers, who are involved in continuous 
improvement and forward planning. 

This could develop in India, building on 
the existing social and economic links 
between large and small firms in some 
industries and places; smaller firms set up 
with the active assistance of ex-employ¬ 
ers, as dependable suppliers; family firms 
subdivided among the founder's kin - 
Pierre Lachaier's (1992) ‘Industrial Lin¬ 
eage Firm’; or recognised ancillaries, 
which Indian governments have promoted 
for many years in a drive to encourage 
small-scale industries. Public sector firms, 
in particular, developed stable relations 
with entrepreneurs, often their own former 
managers or workers, who could count on 
long-term contracts. The ancillaries made 
little or no contribution to improvement 
or innovation (if there was any improve¬ 
ment or innovation at ail). 

Up to a point, this policy worked. Small 
firms got a chance to come up, and pro¬ 
vided training on the job to workers who 
had failed to get into the prestigious big 
firms’ training programmes and appren¬ 
ticeships. The parent firms had assured 
sources of supply by entrepreneurs who 
could meet their (often relaxed) standards 
of quality; and much more cheaply, since 
the big factories, especially in the public 
sector, had high wage bills and townships, 
factory buses and fringe benefits to pay 
for. Workers in the small firms had only 
as much security as paternalistic employ¬ 
ers or scarce skills might give them 
(scarce, that is, at a low wage). Working 
conditions varied from tolerable to ap¬ 
palling. 

Close ties between managers in the parent 
and auxiliary firms gave rise to allegations 


of inefficiency at best, corruption at 
worst. In the present drive for quality and 
cost-cutting, these cosy relationships 
have increasingly been replaced by open 
competitive tendering (‘one-night stands’). 
Many small suppliers have gone out of 
business. Others have diversified. Mure 
rarely, they have formed consortia for 
marketing or to develop new products. 

The old policy of ‘ancillarisation’, 
impelled by the public sector, may novy 
be replaced by long-term co-operation 
between large private firms and newly 
formed ancillaries, able to meet the large 
firms’ demanding standards of quality 
and cost. ‘One-night stands’ are cheap 
but risky. Large firms can invest in a 
stable committed workforce, not ex¬ 
pensively in-house, but indirectly through 
small firms which pay less but still offer 
relatively stable employment, training, 
and even some degree of participative 
management. 

The Japanese example has a powerful 
impact. Indian employers and managers 
study it, discuss it and claim to emulate 
it. Many of the cultural conditions for 
Japanese-style management-assumptions 
about long-term tru.st and loyalty to an 
organisation, freedom to criticise within 
an unchallenged hierarchy - may be as 
rare in India as they are in many we.stem 
countries, even if the Japanese have 
adapted some management practices suc- 
cessfully in their factories abroad 
[Kaplinsky and Posthuma 1994]. Of course 
these cultural conditions may be stereo¬ 
types of Japane.se society, or that society 
as it was but no longer is. The point is 
that this is how Indian businessmen - and 
westerners - sec Japan and take it as a 
model. 

Option 7: Flexible specialisation Italian 
style; can it develop spontaneously? 
Fordist mass production is replaced by 
decentralised production and less hierar¬ 
chical management. Firms innovate con¬ 
stantly, using multi-purpose machinery 
and workers who are always learning new 
skills, to supply fragmented and rapidly 
changing markets. Large firms are broker, 
down into smaller decision-making units, 
while networks of smaller firms (usually 
but not necessarily in the same industrial 
district) complement each other to achieve 
economies of scale and scope (‘collective 
efficiency’). They co-operate on market¬ 
ing, improving quality, developing new 
products, and stages of production for 
which some firms have specialised ma¬ 
chinery or workers. This allows them to 
do things they could not do if they were 
isolated in a jungle of competing firms. 
They are interdependent, and independent 


of the large firms when this is to their 
advantage. 

This is sometimes called the ‘Emilian 
model’, because the most striking examples 
have arisen over the past 30 years in the 
industrial districts of north-central Italy, 
the so-called ‘Third Italy’ (Bagnasco 
1977j, especially the region of Emilia 
Romagna: 

It [flexible specialisation] is seen in the 
networks of technologically sophisticated, 
highly flexible manufacturing firms in 
central and north-western Italy. Flexible 
specialisation is a strategy of permanent 
innovation; accommodation to ceaseless 
change, rather than an effort to control it. 
This strategy is based on flexible - multi¬ 
use - equipment; skilled workers; and the 
creation, through politics, of an industrial 
community that restricts the forms of 
competition to those favouring innova¬ 
tion. For these reasons, the spread of 
flexible specialisation amounts to a re¬ 
vival of craft forms of production that 
were cmarginated at the first industrial 
divide [in the 19th century, leading to 
fordist mass production] [Piore and Sabel 
1984:17]. 

Flexible specialisation requires some 
degree of /rust between entrepreneurs, 
and between them and their workers. It 
could develop spontaneously, as local 
entrepreneurs see the advantages of acting 
together and develop effective sanctions 
against cheats and free-riders. Thus the 
Morbi Flooring Tiles Manufacturing 
As.sociation in Gujarat tries to stop un- 
.scrupulous manufacturers who use in¬ 
ferior materials for a quick profit, tarnish 
Morbi’s image, and put pre.ssure on other 
manufacturers to cut standards [Das 
199t>a: 14-16; I99f.b: 24|. Yet Indian 
entrepreneurs, especially those with a 
financial rather than a technical back¬ 
ground, have generally been suspicious 
of anyone outside - and sometimes 
inside -- their own family, caste or re¬ 
ligious community, and unwilling to share 
information. 

However there are many documented 
cases of local networks of firms, including 
innovative and successful ones in fast- 
developing indu.stries, which have devel¬ 
oped effective networks of informal co¬ 
operation. based on economic intcre.st and 
personal friendship, sometimes cutting 
across communities of birth (see Tewari 
(1995, 1998) on Ludhiana’s engineering 
industry, and Holmstrom (1998b) on 
Bangalore’s electronic and engineering 
industries). Or these networks develop 
within business associations of firms in 
the same industrial sector or simply in 
same place, like an industrial estate (see 
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Benjamin (1993) and Benjamin and 
Bcngani (1993) on the politics of industrial 
districts in Delhi; or Cotter (1996, 1998) 
on a business association in an industrial 
estate in Gujarat). More rarely, firms join 
consortia for marketing or to develop new 
products (sec Holm.strom (1997), and 
(I998b;208-13) on Bangalore and 
Coimbatore). 

Effective networks of co-operation, 
capable of making India's SMEs competi¬ 
tive on national and world maritets, are 
unlikely to take root without a push, a 
deliberate policy by national or local 
governments to encourage this kind of 
development. This is what happened in 
Italy, Germany and Denmark. The prob¬ 
lem is to devise the right kind of push; 
governments can easily push in the wrong 
direction, or waste resources on projects 
for which there is neither a local demand 
nor an unreali.scd need. 

Option 8: Policies to encourage flexible 
specialisation. In the Third Italy’, flexible 
specialisation was rooted in special his¬ 
toric, economic and cultural conditions, 
the tradition of combining artisan work 
with agriculture in share-cropping ex¬ 
tended families, and close interdependence 
between tovm and country. These condi¬ 
tions cannot be replicated, even in other 
parts of Italy. But flexible specialisation 
was not entirely a spontaneous growth: it 
was also the rc.sult of resolute policies, 
introduced not by the corrupt and ineffi¬ 
cient national government but by local 
and regional governments, which worked 
deliberately to build competitive indus¬ 
trial districts. They did this mainly by 
collective provision of what the Italians 
call ‘real services' (.servi/i rcali) like train¬ 
ing, consultancy and design, which single 
firms cannot afford by themselves; and by 
encouraging and supporting con.sortia or 
other local arrangements, which gave 
clusters of interdependent SMEs access to 
European and world markets. 

The strategy had many thrusts. One was 
targeted at particular industries. Local and 
regional governments, working with pri- 
vateenterprise and sometimes trade unions, 
set up institutes to provide technical ser¬ 
vices, research and development, testing, 
feasibility studies, advice on management 
and marketing or whatever was needed, 
aimed at a particular industry or users of 
a certain technology, wherever it was to 
be found in the region. The strategy was 
to develop what existed, anywhere in the 
region, and to find ways of diversifying 
into new fields and markets. 

This strategy, aimed at particular indus¬ 
tries, shaded into a strategy of specifically 
local development. Each industrial dis¬ 


trict has grown up around a type of product 
or a range of complementary products: in 
Prato, textiles and textile machinery; in 
Modena, agricultural machinery; in Faenza 
- a centre of fine ceramics since the Middle 
Ages - modem ceramics and machinery 
for the ceramic industry. An industrial 
district has a dcn.se network of small firms, 
each .speciali.sed in particular technologies 
or stages of production but always ready 
to seize new opportunities, to build on 
what it knew in order to develop new 
products: it is specialised and flexible at 
the same time. Business associations, 
trade unions, political parties, consortia 
and co-operatives have worked together, 
through local government and opinion, to 
create economic institutions tailored to 
the .special needs of local industry and 
labour. There is not really asingic 'Emi lian 
model’, but a lively political culture, 
and a habit of adapting institutions and 
practices, which have worked well some¬ 
where else, to the needs of each industrial 
district. 

In Germany, the Steinbeis Foundation, 
established by the Baden-Wrttemberg state 
government, .set up a network of techno¬ 
logy transfer centres, closely linked to 
local chambers of commerce. The.se cen¬ 
tres are demand-driven and almost self- 
funded. They usually specialise in particu¬ 
lar industries and technologies, and often 
refer clients to other centres with the 
nece.ssary expertise fPyke 1992b]. The 
Cyprus Industrial Strategy was a conscious 
and apparently successful attempt to ap¬ 
ply lessons from Emilia Romagna [Murray 
1992]. 

In Spain, more recently, the Vaicneian 
regional government established a high- 
profile agency Impiva (Institute de la 
Mcdiana y Pequena Industria Vaicneiana, 
Institute for Valencian Medium and Small- 
Scale Industry), again in a conscious 
attempt to adapt the Emilian mixlcl to 
local conditions. Since local governments 
in Spain arc weaker than in Italy the 
initiative comes from the regional govern¬ 
ment. Impiva makes an explicit distinc¬ 
tion between two kinds of institute, which 
complement each other; ‘Technological 
Institute'’, each aiming to develop a 
particular industry or technology, and 
local business innovation centres (CEEI, 
Centros Europeos de Empresas 
Innovadoras) not tied to any industrial 
sector [Pyke 1992a]. 

Some of the Valencian technological 
institutes are designed to help a distinct 
industrial sector (shoes, toys, textiles...) 
and are based in towns where these indus¬ 
tries are concentrated, though they pro¬ 
vide services to firms anywhere in the 


region, or sometimes outside it. Other 
institutes aim to develop particular tech- 
nologie.s, like biomechanics or optics, 
which are used in diverse industries. Each 
institute is linked to an association of 
entrepreneurs, who elect a majority of its 
supervisory board and are .supposed to 
determine the services the institute will 
provide, for a fee. The institutes are, or 
are meant to become, self-financing. 

The locally-based business innovation 
centres, partly funded by the European 
Union, complement the technological 
institutes for cxi.sting industries by 
investigating, promoting and sub.sidi.sing 
promising innovative projects of any sort 
in a local area. On recent visits, I found 
general agreement among entrepreneurs, 
academics and trade unionists that the 
technological institutes are aseful, even 
essential to industries like toys which face 
stiff international competition. Opinion 
was more divided about the business 
innovation centres’ achievements so fitr. 
However a technological institute origi¬ 
nally c.stablished to promote a locally 
dominant industry, like toys, may in 
practice take on a dual role as a local 
development agency for other industries 
as an industrial district diversifies. (Sec 
two recent reports, not yet published, on 
the toy-making cluster around Ibi 
[Albaladejo 1998] and on AIJU, the tech¬ 
nological institute for the toy industry 
[Holmstrom 1998c].) 

Another element of Impiva’s strategy, 
modelled on Danish practice, is the u.sc 
of ‘brokers’ to promote ‘co-operation 
networks’ (redes de ettoperat ion), small 
groups of entrepreneurs who agree to work 
closely together, 'fhi.s appears to have had 
very little success. These fiercely indi¬ 
vidualistic entrepreneurs value the insti¬ 
tutes’ services but are only prepared to 
trust each other to a limited extent: a 
situation with many parallels in India. 

Some enthusiasts may have idealised 
‘flexible specialisation’, and the Third Italy 
in particular, as a panacea, a model of 
social justice, harmony and economic 
success: the ‘high road’ foi;,SME$. If the 
model iscrudeandoversimplified, or packs 
in too many things which do not always 
go together, we should unpack it and 
examine the institutions and policies .sepa¬ 
rately, in their original setting, and ask 
how .some of them might be adapted for 
use elsewhere. 

Allowing for exaggeration, it is still 
clear that clusters of interdependent SMEs 
in some regions, but not others, have 
combined the advantages of smallness with 
the economies of scale and scope which 
big-firms enjoy; that this can give small 
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firms the strength to choose either to supply 
the large firms, or to compete with them; 
and that it can lead to rapid economic 
growth, good wages, and good interesting 
work tor men and women, in an environ¬ 
ment where they are constantly learning 
new skills and developing their talents. 
These small firms have achieved this by 
working together; by establishing unwrit¬ 
ten ground rules to regulate conflict 
between entrepreneurs and between 
employers and workers; by taking advan¬ 
tage of ‘real services’ promoted by local 
and national governments; and by a po¬ 
litical culture of widespread participation 
through business associations, parties and 
unions. 

Could something like this happen in the 
very diflerent conditions of India? I have 
mcnlioned the most obvious difficulties: 
great social and economic inequalities, 
widespread illiteracy, strong incentives 
for employers to take the ‘low road' rather 
than investing in and retaining labour. 
Cut-throat competition, as well as com¬ 
munal divisions, make entrepreneurs too 
suspicious to share information or to 
develop .stable forms of co-operation. On 
the other hand, there is evidence not only 
that such forms of co-operation have de¬ 
veloped spontaneously in some places, 
hut that some - not all - of the services 
provided by national and state govern¬ 
ments. or by business associations, have 
helped smaller firms to do things they 
could not do by themselves. 

The nationally-funded small industries 
service institutes (SLSIs) have existed for 
years in all major cities, and provide a 
range of services under one roof: technical 
and market advice, training courses for 
workers, testing and machining which 
small firms lack the equipment or skilled 
labour to do for themselves. Their re¬ 
sources arc spread too thin, because - at 
lea.st in the past - they had to help all 
‘small-scale industries' indiscriminately 
and could not target their efforts on firms 
and industries with real prospects for 
growth; but this can be corrected. Indus¬ 
trial Training Institutes, which provide 
diploma courses for scnool-icavers, have 
been a qualified success, though they lack 
the up-to-date training facilities of the big 
factories. Specialised institutions like the 
CMTI (Central Manufacturing Technol¬ 
ogy Institute, formerly the Central Ma¬ 
chine Tool Institute) in Bangalore 
[Holmstrom 1998b: 216-17], or the Cen¬ 
tral Leather Research Institute in Chennai, 
provide useful services to large and small 
firms all over India, and have a major 
impact on the relevant industries in re¬ 
gions where they are established (like the 


technological institutes in Valencia, which 
are set up to serve an industry throughout 
the region but in practice are most useful 
to local firms). 

Specifically local institutions provid¬ 
ing technical and advisory services arc 
controlled not by local but state govern¬ 
ments; sometimes by business a.ssocia- 
tions like Ka.ssia (Karnataka Small Scale 
Industries Association [Holmstrom 
1998b:2l3|), which have moved away 
from their traditional role as pressure 
groups wringing concessions from 
governments, towards providing services 
to members; or by voluntary a.ssociations 
like the Nettur Technical Training Foun¬ 
dation (NTTF) with seven excellent train¬ 
ing centres throughout south India, 
supported by profits from its own fac¬ 
tories and consultancy. Some state 
governments have asked the NTTF to help 
set up similar institutes in their own states 
[ibid:217-l8; 224]. 

There is .some evidence [Holmstrom 
1997] that public provision of ‘real ser¬ 
vices’ in India can not only make up 
for lack of tiusl between entrepreneurs, 
but can sometimes build trust by 
demonstrating the advantages of consor¬ 
tia and co-operution, and by building up 
solid friendships and scKial networks, ce¬ 
mented in social clubs like Rotary and 
Lions, professional associations of en¬ 
gineers or specialists, and the new 
culture of seminars and conferences 
which attract ambitious entrepreneurs 
and managers. 

‘Real services’, then, can be useful both 
in doing what they are .set up to do (train¬ 
ing, help with marketing, testing, etc) and 
indirectly, in building solidarity and trust, 
laying the foundations for useful co-op¬ 
eration and the networks of stKial and 
moral relations which make ‘collective 
efficiency’ possible: not only in the rela¬ 
tively hi-tech industries which face the 
stiffest international competition, but also 
in more traditional industries. Thus 
Mathew and Jo.scph (1994a; 1994b) and 
Mathew (1995) have shown how the right 
type of ‘real services’ could improv, 
competitiveness, wages and conditions in 
traditional cottage industries like Kerala’s 
cane and bambixi industry. 

Option 9: Involve trade unions in any 
policy initiative, to prevent small as well 
as large employers from taking the easy 
option of cutting wages and job security 
(the ‘low road’), and to force them to 
invest in a committed well-trained work¬ 
force. This has happened in the social 
democratic economies of western Europe. 
In Italy and Spain, most firms except very 
small ones have works councils and union 


repre.sentation established by law. Unions 
are formally involved, along with employ¬ 
ers’ organisations, in the institutions which 
provide ‘real services’ to SMEs. Among 
factors accounting for the success of Baden- 
WQrttemberg’s SME policy, Pyke 
(1992b:29) lists ‘the effects of trade union 
and other institutional pressure to block 
off other routes - or ‘low road’ routes - 
to competitiveness.’ 

There arc two pn.ssible objections to this 
argument. One is ideological: ‘Institutions 
and rales aimed at regulating competition 
are seen as mere .strait-jackets, and should 
be kept to a minimum’ (Sengenbei^erand 
Py ke (1992:12) report this view but do not 
share it). Unions interfere with the ben¬ 
eficial working of flexible labour markets: 
they cause unemployment by pricing 
workers out of jobs. TTiey no longer pro¬ 
tect workers’ intere.sts even if they once 
did, or only the interests of the lucky few 
with permanent jobs. They are an anach¬ 
ronism, with no place in the modern world. 
Or, even if unions have a legitimate place 
in large firms, they have no place in small 
ones, where they disrapt the close per¬ 
sonal relations between employer and 
workers, and deprive small firms of the 
main advxntagc - cheap flexible labour - 
which allows small firms to compete with 
large ones, and to employ those who cannot 
get into large firms. 

Another possible objection is practical. 
Even if it desirable that unions should 
protect workers in small firms, they arc 
not cquipfied to do so: 

Trade unions have cxprc.s.sed reservations 
about policies aimed at promoting small 
firms given the relative weakness, if not 
absence, of their organisations m that 
sector. A basic problem is that the organis¬ 
ing of the small firms sector, and the 
provision of trade union services in that 
sector, are far more costly, far more dif¬ 
ficult, and far more complicated than is 
normally the case in largr firms 
[.Sengenberger and Pyke 1992.241. 

This is even more true in India than in 
Europe. Unions arc weak and poor, partly 
because of low subscriptions They are 
divided along political lines, and some are 
dominated by careerist leaders. Only a few 
unions have ventured seriously into the 
‘small-scale sector’, and their achieve¬ 
ments have been ot limited value to labour. 
Yet there are encouraging sighs of new 
thinking and effort in some unions, with 
idealistic, usually middle-class, leaders 
employed in large firms, who are looking 
for ways to give effective support to 
workers in smaller units. 

In their own members’ interests, and as 
a matter of social justice, Indian unions 


Ecoimmic and Political Weekly September 25, 1999 


L-7 



should pay far more attenlion to workers 
in smaller units, and to the unemployed. 
If union activists are genuinely looking for 
ways to help these people - as some of 
them are - they must come to terms with 
the market and the new competitive cli¬ 
mate; and employers must come to terms 
with unions. Most large employers have 
done so; for smaller firms, this is a bitter 
pill to swallow. Unions are right to defend 
job .security, but they should pu.sh explic¬ 
itly for retraining - something they have 
usually left entirely to managements - and 
for careers, rather than mere Jobs. Unions 
should democratise their own structures, 
in parallel to. and as a lesson in. partici¬ 
pative management. None of these ends 
will be easily achieved. 

Option 10: Labour-managed enterprises, 
like workers co-operatives, which have 
provided good Jobs in areas where they 
have built up strong supporting organi¬ 
sations, as in (he Third Italy (Holmstrom 
I989| or the Mondragdn group in the 
Spanish Basque country. 1'hcy achieve 
economics of scale and scope because 
they are linked, not necessarily by being 
in the same industry or industrial district 
(though they arc largely confined to their 
regions) but by shared ideology and soli¬ 
darity. In other areas (like Britain) they 
have remained marginal, or achieved lim¬ 
ited success, as they have in Spanish 
Catalonia |Holm.strom I993b|. 

In India, the usual problems ol raising 
capital and gaining the confidence of 
private customers arc compounded. India’s 
best known workers' co-operative in re¬ 
cent times. Kamani 'lubes of Bombay, 
saved a factory from closure for a lew 
years ISrinivas I993J and then collapsed. 
There have been other attempts. In the 
long run workers co-operatives or some 
other form of labour-management could 
have a future in India; not yet. 

Ill 

Conclusions 

All policy options discussed here have 
been proposed or tried somewhere, as 
ways to achieve some of the ends we 
seek (sustained economic growth, em¬ 
ployment, well-paid secure satisfying 
work, etc), especially in the small and 
medium enterprises where most of the 
new jobs ire likely to be. Would any of 
the policies, or some combination, work 
in India? 

There are trade-olfs and hard choices. 
If your priority is cutting taxes, you cannot 
afford to provide ‘real .services' unless 
entrepreneurs pay all or nearly all the cost. 
Perhaps ‘human rights’ are a luxury which 

L-8 


developing countries cannot afford; the 
price of growth may be greater inequality. 
But some of these trade-offs may be il¬ 
lusory. The ‘high road/low road* debate 
is about how hard some of the choices 
must be: can economic growth and Jobs 
be achieved only by taking advantage of 
■flexible’ (cheap, insecure, unprotected) 
labour - the ‘ low road’ ? Or is this not only 
unnecessary but counter-productive, be¬ 
cause workers with some .security of 
employment and income are more likely 
to learn usetui .skills, build careers, and 
work ‘flexibly’ and intelligently for the 
success of an employer they can trust (the 
‘high road’)? 

To block off the ‘low road’, without 
pricing workers out of Jobs, is a difficult 
balancing act: 

In their formulation of the flexible 
specialisation model Piore and Sabcl stress 
that the main weapon in competition is 
permanent innovation, because squeezing 
labour is not an option...Due to the size 
of the labour surplus in LDCs (less de¬ 
veloped countries |. competition empha¬ 
sises sweating labour rather than innova¬ 
tion [Schmitz 1989:30-.3IJ. 

In Indian conditions the road cannot be 
very high fur some time, but we should 
not fall for the argument that India's only 
comparative advantage is cheap labour, 
which it should use to undercut all com¬ 
petitors. 

To pass rapid Judgment on the policy 
options I listed; 

- Protectionism with privileges for small 
firms has been n failure, though some 
g(K)d came of it. 

- Liberalisation to the limit causes more 
problems than it .solves. 

- Heavy investment in education and 
training is a necessary but not sufficient 
condition for growth; however it takes 
time. 

- Entrepreneurs are not the one critical 
scarce resource, .so it is not worth devoting 
too much money and effort to finding 
them. 

- Large firms subcontracting to small ones 
on the open market (‘one-night stands’) 
can provide many Jobs, mo.stiy low-paid 
insecure ones, which are worth having 
where noming better can be achieved. 

- Japanese-style subcontracting - long¬ 
term relationshi ps of trust with large firms - 
can involve small firms in innovation and 
raising quality, and give their workers 
some stability. The cultural conditions tor 
it may be hard to replicate in India (or the 
west). This does not mean it cannot be 
dune. 

- Flexible specialisation, or something 
similar, has developed spontaneously in 


a few places and industries in India, but 
needs a push. 

- This push means policies to encourage 
flexible specialisation. ‘Real services’, 
provided by governments, business, vol¬ 
untary associations, etc, can enable smaller 
firms to achieve ‘collective efficiency’ 
and market-led innovation, leaving small 
firms free cither to supply the large firms 
or compete with them. For this to happen, 
firms must offer their workers some .se¬ 
curity, training, andgood conditions. ‘Real 
services’ can sometimes make up for the 
lack of tru.st between entrepreneurs, but 
may also build trust. 

- Trade unions have a useful part to play 
in small firms as well as large, but must 
come to terms with the new competitive 
environment in which smaller firms op¬ 
erate. 

-Labour-managed enterprises (like work¬ 
ers’ co-operatives): a good idea, whose 
time has not yet come. 

Flexible specialisation is no panacea^ 
but state intervention of the right kind 
can help to deliver some of the ends we 
want, especially jobs, and make the road 
a little higher than it would be other¬ 
wise. 

Tliis raises further questions. Should 
institutes offering ‘real services’ he 
organised locaPy (like the small indu.strics 
service institutes in India) or by industrial 
sectors (like the central rnanuiacturing 
technology institute). The answer is both: 
itnpiva in Valencia and the Stcinbeis 
Foundation in Baden-Wurttemberg may 
.show the way. 

Conventional wi.sdom, in the flexible 
specialisation debate, is that ‘real services’ 
only work when they meet the expressed 
needs of local business: otherwise it is 
easy to wa.ste taxpayers’ money on gran¬ 
diose schemes nobody wants. There aie 
plenty of example.^. This argument can be 
taken too far: unless policy-makers are 
moderately proactive, and offer entrepre¬ 
neurs some .services they never thought 
they needed, then opportunities may be 
lost. It is a matter of line Judgment and 
intelligent adaptation of what has worked 
elsewhere. For example, if lam right when 
I claim ‘real services’ may not only make 
up for lack of trust but build trust, entre¬ 
preneurs who do not trust each other may 
not realise the benefits of tru.st until 
they see a few striking examples in their 
midst. 

The choices to be made are not Just 
economic and technical, but political and 
moral. What do decision-makers value 
most? What trade-offs are they prepared 
to make (employment for growth; the 
costs and benefits of sexual or caste 
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equality). Whether there really arc trade¬ 
offs is a question of fact, though hard to 
establish: I have argued that some are not 
trade-offs at all. Whether they ought to be 
made - whether they are worth it - are 
questions of value: moral and political 
questions. 

[An earlier version of this paper was presented 
at the 14th European Conference on Modern 
South Asian Studies. Copenhagen, in August 
1996. It grew out of my fieldwork in India 
and Spain. The studies were supported by a 
research grant from the (British) Overseas 
Development Administration; and funds 
provided by the Nuffield Foundation, the 
British Council, and the llniversity of East 
Anglia The views expressed here are my own. 
and do not necessarily carry the endorsement 
of any of my sponsors 1 
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Social Security of Labour in New 
Industrial Towns 


GVijay 

Social security in the formal sector has an institutionalised expression. In case of the agrarian informal 
sector, pre-capitalist institutions of patronage perform this role of providing social security. In the case 
of the new industries, the process of flexihilisation has led to the generation of informal .segments within 
the organised sector. Social security in this case is a complex issue since, firstly, it involves migration of 
labour from rural areas to what are termed as new townships; secondly, the labour in the new industries 
is recruited on contractual or casual basis; and thirdly, insecurity of employment prevents unionisation of 
labour. It is in this context that this paper attempts to define social security; conceptualise in what forms 
and through what institutions it finds an expre.ssion; and finally analyse what attributes enable access to 
these institutions. 


I 

Introduction 

PATTERN of urbanisation is undergoing 
rapid change in India. Urban planning 
prohibits setting up of industries in 
residential areas. Added to this, as part of 
the industrial policy, industries located in 
rural areas have been provided with 
subsidies. Thc.se reasons have led to the 
location of industries outside the cities. 
The industrialists have strategically located 
their indu.strics in the rural areas close to 
the cities. This has best of both the worlds 
- subsidies and cheap labour because of 
being located in the backward rural areas 
and advantage of all the urban 
infrastructural facilities for being close to 
the cities. A large numberof towns oreven 
large villages in the backward districts 
around the big cities have emerged as 
preferred 'new towns’ for the location of 
industries to avail the advantages. The 
introduction of MODVAT fAnnexure I) 
and opening up of the economy under 
liberalisation have together resulted in 
subcontracting ;nd have led to rapid 
increase in the number of new industries' 
in the.se areas, i n the recent past. A massive 
inflow of capital and labour Irom different 
parts of the country has converted these 
rural areas into new townships. While the 
new industries have been located in these 
areas, there is a change in the migration 
pattern from rural-urban to rural-new 
township, thus, adding a new dimension 
to the pattern of urbanisation. These new 
townships with their large populations are 
developing into economic zones of 
industrial and commercial activity. 

India has witnessed signiflcantstructural 
changes in its economy in the last decade. 
Economic liberalisation and opening up 
of the market have resulted in the growth 
of new industries. Deregulation has acted 


as an impetus to the process of change in 
the technology and business organisation 
ot firms. 'Ihis has accelerated the process 
of what has been termed flexibilisation 
[Nath 1994; Kulkami 1994]^ and therefore 
'informalisation'-^ in the new industries. 
The new industries have come into 
existence in neither the cla.ssical urban nor 
the rural pockets but in new townships. 
Growth of 'informalisation’ coupled with 
the phenomenon of increasing rural-new 
township migration in the post-structural 
adjustment period have made the 
conditions of labour highly vulnerable.'* 
It can be observed that there is an i nclusion- 
cxclusion complex operating in the labour 
market. The inclusion- cxclu.sion complex 
is a conflicting process of development. 
It is a combination of inclusion in the 
opportunity and social security structures 
in the new townships for the differeni 
categories of rural unemployed on one 
hand and theirexclusion in different forms 
on the other. 

Flexibilisation is operationalised through 
casualisation and contractualisation of 
jobs. The casualisation and contractual¬ 
isation of jobs has led to informalisation 
of the labour market. In the context of 
informalisation of the labour market, the 
formal institutions of .social .security such 
as the state, trade unions and skill have 
a marginal role to play. It is against this 
backdrop that this paper tries to study the 
questio'. of social security of labour in the 
organised sector in the context of its 
informalisation. This paper tries to pre.sent 
the precarious living and, working 
environments of labour that set in as a 
result of informalisation; the evolution of 
new institutions of social security from 
within to cope with these precarious en¬ 
vironments; and various factors deter¬ 
mining both the vulnerability of labour 
and their access to the new institutions of 


social security. It needs to be emphasised 
here that this paper merely presents the 
existing and emerging institutions and does 
not take up the question of how far these 
could be .seen as alternative institutions. 

II 

Methodology 

For the purpo.se ol this study, Kothur, 
a new industrial town is chosen. Kothur 
is located in Mahaboobnagar district, 30 
kilometres to the .south-east of Hyderabad, 
capital of Andhra Pradesh. The district of 
Mahaboobnagar is well known for its 
'Palamoor’ labour, with the dubious 
distinction of witnessing the highes’ 
$ca.sonal migration in the country of over 
one million annually to different parts of 
the country. Paradoxically, the indu.s- 
trialised areas of the di.strict witness 
massive inflow of migrant labour from 
different partsof ihecountry.This paradox 
poses a challenge to re.search, Tlie township 
has a total population of over K.OtX) people, 
with nearly S ,000working in the industries. 
Kothur is the most industrialised township 
of Mahaboobnagar di.strict. The area has 
14 medium and large scale industries with 
a total investment of Rs 16.876 lakh and 
an employment of 1,396 permanent and 
casual labour. The area also has 27 small- 
scale indu.stries with a total investment of 
Rs 529 lakh and a total permanent and 
casual labour of 982. The small-scale and 
the medium- and largc-.scale industries 
employ 3,046 and 4,188 workers 
respectively on contractual basis. 

This paper is based on a sample study 
of a sample of one large-scale, two medium- 
scale and four small-scale enterprises 
(Annexure 2). The.se industries have 
different modesof business organisations, 
use different technologies, recniit labour 
through different methods and produce 
different commodities. 
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As stated above, the area witnesses 
massive immigration. The migrant labour 
may be broadly classified into two 
categories based on the distance of place 
of origin into long and short distance 
migrants. One finds that in case of the 
local labour and some short distance 
mtgrants, family can be the unit of analysis. 
However, mo.st of the short distance and 
long distance single migrants live in groups. 
Individuals staying under one roof are 
taken as a unit. This paper is based on a 
sample of 20 units of short distance, 10 
units of long distance migrant workers and 
five units of local workers. The sample 
includes two units of casual labour and 
the rest is contract labour. .Study of five 
pcniiiinent labour has also been carried 
out. 

Data pertaining to the working en¬ 
vironment has been collected (through 
structured questionnaire, unstructured 
interviews) from the workers, the con¬ 
tractors and the managements (owners/ 
managers) of the firms. Data pertaining to 
housing has been collected through a 
survey of 10 houses by way of a .structured 
schedule. Data pertaining to water 
(Annexurc 4) has been collected through 
scientific tests. Three samples of water 
fn'in tank, agricultural field and drinking 
water have been collected from various 
placesin the specified mannerin six bottles 
of one litre each. The samples have been 
tested for the presence of various 
chemicals, metals and radioactive sub¬ 
stances through laboratory tests. The 
possible disca.ses caused by the pre.scncc 
ol these parameters have been correlated 
with the actual diseases in the town. The 
data pertatning to disease pattern 
t Annexure 5) has been collected from the 
Employee’s Stale Insurance Corporation 
ESlC-Mcd 6 and ESIC- Med 6A forms 
from the local E,SI dispensary. The data 
relating to consumption expenditure, 
which also accounts for nutritiotial status 
(Annexure 3) have been collected through 
an unconventional method. The data has 
been collected from six ‘kirana’ (griKcry) 
shops where the labour make monthly 
credit purchases called ‘khathas’. 
(accounts). 

The-rest of the data is based on the 
author’s one-month stay in the Kothur 
new township. Most of the analysis 
therefore flows from participant 
observation. 

in 

Insecurities of Labour: In order to 
conceptualise social security, (he in¬ 
securities of labour need to be compre¬ 
hended. The labour in the new industries 


suffers from different types of insecurities. 
Bc.sides the well recognised insecurities 
like lack of security of job, lack of minimum 
level of wages, housing, health facilities, 
old age and retirement benefits, there are 
several other insecurities that arc faced by 
the casual and contract labour. For a 
newcomer into the labour market, gaining 
access to food and shelter is a problem. 
To gain employment, a newcomer needs 
information and a certain amount of 
credibility. These factors make the 
possibility of staying in the labour market 
insecure. After gaining employment, 
bccau.se of flexihilisation in the form of 
casual and contract labour, there is 
employment insecurity. The insecurity of 
employment implies irregular incomes. 
With specific reference to contractual jobs, 
there is no evidence to suggest that a 
worker has worked for a contractor. 1’he 
workers often face the prospect of not 
being paid their wage even after working. 
Any contingency which requires money 
makes the condition of the labour insecure. 
Health of the worker isextremely important 
in determining the survival of the worker 
in the labour market. If a worker takes ill, 
unless there is a mechanism that sustains 
him. he cannot survive in the new township. 
If a contract worker sustains injury at 
workplace, since there is no formal 
agreement between the worker and the 
contractor nr the management, there is no 
mechanism toestahlish accountability. The 
tallout is the possibility that the worker 
may not receive anycompensation. Further, 
since there is a perception that migrant 
workers monopolise the opportunities in 
the new industries, there is an antagonistic 
relationship between the migrants and the 
local labour. Migiant labourtherelorc must 
have sufficient base to survive in a hostile 
social environment. 

Flexihilisation which has led to 
informalisation in the organi.scd industry 
has generated precarious working and 
living environment for the labour. These 
conditions are suggestive of the enormous 
insecurity that labour suffers in the.se 
informal segments of the organised sector. 
The different insecurities suffered by 
labour suggest different degrees of 
vulnerability. In order to conceptualise the 
notion of vulnerability, there is a need to 
Table |- Ci-A-ssincATioN 


analyse the working and living environ¬ 
ment of labour. 

Working environment: Available 
evidence (Annexure 2) suggests that the 
environment of labour at workplace is 
influenced by scale, mode of business 
organisation, technology, distance of place 
of origin of labour, and gender (Table I). 

The working environment of labour is 
better in the large-scale industries and 
worse in medium and small-scale 
industries. It can also be observed that 
though a higher wage is paid in ‘ lala’-^ type 
of management, long working hours, no 
holidays, drudgery of work and work 
hazards^ sugge.st that worki ng environment 
here is worse. In case of the firm which 
is managed by professionals but where the 
owner of the firp-' pays frequent visits, 
wage is low. working hours are long, 
holidays are given but wage is not paid 
for the period. Further, work here involves 
less drudgery and relatively le.ss risk. One 
could therefore say that working 
environment in such firms is relatively 
better than under ‘lala’ type of manage¬ 
ment. In case of group managed firms, the 
labour do peripheral jobs like loading and 
unloading. They arc paid minimum wages, 
enjoy the benefits of ESI and PF, (he work 
involves *lc.ss hard labour. One could 
therefore deduce that as the mode of 
business organisation becomes less 
personal, better are theconditionsof labour. 

In the domain of technology one can 
observe that in firms that involve low 
level skills which can be picked up in a 
week such as pharmaceuticals, there is no 
scope for upward mobility of the workers. 
It can also be observed (hat with medium 
level technology which takes about six 
months to learn like in textiles and steel 
mills, there is a .scope to enter ’seth’s 
khata’^ or become a casual labourer with 
a fixed wage. In the ca.se of higher level 
technology which takes two years to learn, 
like in fibre gla.ss industry, there is the 
badli sy.stem which is al.soatypcol casual 
labourbul with tar belter working environ¬ 
ment than the casual labtiur in the medium 
range technology. It can therefore be 
concluded that more complex the 
technology or higher the level oi skill 
required, better isthcworkingcnvironment 
of labour. 

F Working Envimcnment 


Factor 


riassificaliun 


Scale 

Busines.s organisation 
Technology 

Distance 

Gender 


Larra and mediimi scale and small scale 

'Lala' type of management, frequently visiting owner, group managed 
Low level skill lechnology, medium level skill technology, high level 
skill technology 

Lung distance migrants, short distance migrants and locals 
Male and female 


Source: Based on field study. 
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If one considers the working environ¬ 
ment in relation to the distance of place 
of origin of (he labourone finds that tlvDugh 
the long distance migrant labour are better 
paid, given the fact that they have long 
and compulsory working hours, no 
holidays, excessive drudgery of work, and 
prone lo work hazards they are the worst 
sufferers. The short distance migrant labour 
though low paid, with reference to drudgery 
of work, holidays, and work hazards arc 
better off. Some industries that .started 
before 1990s employ local labour and the 
working environment with reference to 
wage, working hours, social .security 
benefits and work hazards is far better in 
comparison to migrant labour. 

The working environment of contract 
labour is worse than that of casual labour. 
The permanent employees enjoy the best 
working environment. 

Finally, gender factor plays a pre¬ 
dominant role. Female contract labour is 
paid low wages, employed in low skilled 
jobs, in comparison to male contract labour, 
though they often work for 12 hours a day. 
However, work assigned to women docs 
not involve hard labour and is not prone 
to work hazards. There is a trend of 
feminisation of work in a few industries 
such as pharmaceuticals, electronics and 
ceramics. 

Uving environment; A brief dc.scription 
of the housing, drinking water, nutrition, 
social and cultural aspects of the workers’ 
living environment presented here. The 
houses of migrant labour in the new 
townships arc often small and congested. 
Usually a hou.se implies a long room 
(10x7 feet) in which four to five adults 
stay. Most of the hou.scs arc scmi-pucca 
constructions with tiled or tin roofs. In 
some houses a 3-feet wall is raised to 
provide a kitchen. About 80 per cent of 
the houses do not have bathroom or latrine 
facilities. In some houses within the small 
room a comer is used as a bathroom. In 
others, small thatched roof with curtains 
is erected outside the house, which is used 
as a bathroom. There are no sewage or 
drainage facilities. In rainy season water 
stagnates. Often a toilet is available half 
a kilometre away. Most of the houses have 
electricity. The approach roads to the 
houses are motorabic mud roads. 

Safedrinking wateris an important factor 
in determining the living environment of 
the workers. During the early 1980s, 
'Kothur Cheruvu’ (tank) was the major 
source of drinking water. There was also 
a well in the midst of the village. However, 
in the late 198()s and early 1990s, due to 
lack of rains, the well dried up. With the 
rise of industrialisation, especially the 


textile and chemical industries, tank water 
was completely polluted. In the recent 
past, the village has got a common tap, 
the water to the common tap is supplied 
by an overhead tank. The water samples 
of the tank and the drinking water have 
been tested, the results of which are given 
in Annexure 4. The results suggest that the 
polluted Kothur tank water has percolated 
to reach the ground water thus making the 
ground water unfit for consumption. Since 
there is no other .source of drinking water, 
all the residents of the township, of which 
those dependent on industries constitute 
62.5 per cent, consume unsafe drinking 
water. The consumption of polluted water 
leads to different diseases. The disease 
pattern (Annexure S) suggests that 
incidence of dysentery, other helminths, 
parasitic .skin infections, diarrhoea and 
enteritis, disease of the teeth, and diseases 
of bones is high. It needs to be noted that 
these are all water-borne diseases. 

The data for determining the nutritional 
status of the labourers has been collected 
from shops where the migrant labour 
maintain khatas or monthly accounts. 
Based on the samples of nine groups of 
long distance migrants and four of short 
distance migrants from four different kirana 
shops, the results about nutrition 
(Annexure 3) have been arrived at. The 
results are interpreted ignoring the fact 
that there is a difference between the work 
of short distance and long distance 
migrants. It is also to be noted that due 
to lack of access to data, the nutritional 
status of local workers could not be 
calculated. According to the nutrition 
experts of the National Institute of 
Nutrition, in their classiFication of work 
as sedentary, mixlerate and hard, the work 
of industrial workers falls under mixlcrate 
work. The experts have arrived at a figure 
of 2,875 kilo calorics as the energy 
requirement of industrial worker who do 
eight hours of work per day. The actual 
energy levels of the short distance and 
long distance migrants .suggest that both 
the categories are underfed. The short 
distance migrants get 2,372 kilo calorics 
and the long distance migrants get 2,494 
kilo calorics of energy. This under- 
nourishr.'ent has to be seen in the light of 
the fact that industrial workers in Kothur 
work for 12 hours a day. Undernourishment 
over a period could lead to loss of weight 
in the early stages. Experts suggest that 
such undernourishment might not be 
reflected in any disease pattern but it does 
incapacitate the workers from performing 
efficiently due to weakness. However, the 
disease pattern suggests the avitaminosis 
and other deficiency states and anaemia 


as largely prevalent. This is a direct 
consequence of undernourishment. 

The social context of the long distance 
migrant labourers is very different from 
that of the short distance or local labour. 
For long distance migrants, the first 
problem they encounter is language. They 
find it difficult to interact since they cannot 
communicate. It can be observed that as 
a result of this, the vegetable vendors and 
shop-keepers quote higher prices and 
discriminate against long distance migrant 
labourers. It can also be observed that in 
case of both the long distance and short 
distance migrants, when they enter into 
competition with the locals at the common 
taps or at ration shops they face the locals 
resentment. However, it can be observed 
that the short distance mi grants have greater 
interaction with the locals than the long 
distance migrant labour. As a result there 
is a lack of sense of belonging to the place 
of destination even after long years of 
stay. 

(Culturally, one finds that the long 
distance migrant labourers find themselves 
more alienated. Their festivals, marriage 
ceremonies, etc, are different from local 
customs. Upper caste migrants from UP 
and Bihar complain that they cannot 
practise the caste system. Some of the 
migrant labourers, especially the long 
distance migrants, are unable to reconcile 
with the changed relationships. The long 
distance migrants also face cultural shocks 
Jike the fact that women come out of their 
homes and work along with men. 

IV 

Conceptualising Social Security 

The above analysis suggests that the 
casual and contractual workerseam a living 
under precarious and vulnerable 
conditions. It is in view of these conditions 
that the notion of social security needs to 
be defined from the point of view of the 
workers in specific situations. Since. mo.st 
of the labourers have a rural background, 
their notion of social security is also more 
rural which, when placed in a new township 
context, acquires a new meaning. Not¬ 
withstanding the fact that there can be no 
single rural definition of social security, 
since there are different social and eco¬ 
nomic classes, social security for the 
migrant labour working in the new indus¬ 
tries is a source of help when in need. This 
help is available through different modes 
such as collective and individual. These 
modes take different forms such as 
solidarity, patronage, coercive protection, 
transactional support, political support, 
and trust, and is express^ through various 
institutions. There are different possible 


L-12 


Economic and Political Weekly September 25, 1999 



institutions providing social security to 
the workers. 

Institution based on solidarity: Social 
networking is one of the most significant 
institutions providing social security. 
Social networking mainly consists of 
family, friends and relatives. Various 
identities such as caste, region, workplace, 
place of residence, class, etc, determine 
the extent of social networking. As one 
worker put it. "if we were to realise that 
one of us is missing, there must be at least 
a few individuals willing to join in search 
for him". Thus at a fundamental level, 
solidarity is the mode of expression of 
social networks. 

A ca.se study can establish the point. 
Munna Kumar (25) is an upper caste 
migrant labourer from Chapra district of 
Bihar. He had come to Kothur five years 
ago based on the information of a vacancy 
in one of the industries provided to him 
by a friend belonging to the same village. 
After arriving at Kothur. for the first few 
days before he was actually employed, it 
was one of his relatives who gave him 
shelter and food. Munna Kumar Joined as 
a contract labourer in a textile industry, 
as a helper under a senior printer in 
printing division. Munna was paid on daily 
wage of Rs 55 per day. Being a sincere, 
sharp and cheerful worker. Munna Kumar 
became friendly with the senior printer 
and learnt the technique of printing from 
him. Three years later Munna Kumar 
became the senior printer. He now works 
on a regular basis as a casual labourer. He 
has a fixed wage of Rs 3,000. Once he 
started getting a fixed wage, his mother, 
father, brother and his sister have moved 
to Kothur. His father works as a watchman 
and his bnither as a contract labourer. 
Sister gcxis to school while his mother 
stays at home. He has secured jobs for 
about nine other members belonging to his 
caste from Bihar. All of them .stay in the 
same neighbourhood. Some of the workers 
have brought only their children to be 
educated, not their wives. However, since 
the workers work for 12 hours a day, 
Munna Kumar's mother looks after the 
children during the day. 

Thus, social networking .serves the 
important purpose of information flow. It 
helps in gaining contacts and employment. 
It is through social networking that access 
to housing and shopkeepers is gained. It 
also helps in getting money when in need. 
Where the family is missing, social 
networks assume this role. Social 
networking also has the important function 
of generating social and cultural life. 

Institution of trade unions: The trade 
union movement in the area started in the 


large-scale industry and it was started by 
the local permanent labour. Though 
detailed case studies of the development 
of the unions cannot be presented in this 
paper, it can be observed that trade union 
movement has had an impact on the 
working environment of the labour. The 
trade union movement was quite active in 
the late 1980s and early 1990s. The 
movement had been initiated by the local 
and short distance migrant, skilled labour 
who had worked on a casual ba.sis and 
demanded to be made permanent. In the 
mid-1990s the trade union movement 
started becoming weak. It is interesting to 
observe that while industries with 
predominantly local woricers co-opted the 
unions by introducing production 
incentives, industries employing short 
distance migrants have weakened the 
movement through manipulation by 
splitting the trade unions and by closures. 
However, more significantly, it can be 
ob.servcd that in those small-.scalc 
industries that started in the early 1990s 
and where there are long distance migrant 
workers, there arc no trade unions. There 
was an attempt to start a union by long 
distance migrants which resulted in 
physical assault on the workers. 

Though the trade unions address only 
the problems of permanent labour, they do 
have a say in choosing casual labour who 
are to he made permanent. The casual 
labour therefore more specifically .seek 
the support of the trade unions. However, 
more generally, it can be observed that in 
firms where the trade union movement is 
strong, the working environment of the 
casual and contract labour is better because 
as is well known, it is this .section of labour 
that keeps the firm working when the 
permanent labour go on strike. To put it 
another way it is these labourers that break 
the strikes. 

The unemployed youth as.sociation is 
yet another collective institution based on 
political support. It is called ‘Manddia 
Nirudyoga Sangrama Parishad' and tries 
to voice the interests of the local educated 
unemployed. It was started in September 
1997. The local youth put forth a demand 
that 15 members belonging to Kothur and 
nearby areas be absorbed in one of the 
firms. On August 31, the organisation 
held a demonstration (‘dhama*) before the 
firm The local youth feel that neither of 
the dominant parties, the Telugu Oesam 
and the Congress, has taken up the issue 
of the local educated unemployed youth 
seriously. In fact it is stated that the local 
Telugu Desam MLA intervened and tried 
to dissuade the youth from struggling. The 
local youth have approached ‘Madiga 


Dandora’ a ‘dalit’ (oppressed caste/class) 
organisation to voice their cause. On 
January 22, 1999 local educated un¬ 
employed youth under the leadership of 
‘MadigaDandora’ organised a ‘rastar^o’ 
(road blockade) in protest. There are, 
according to an estimate, a hundred 
educated unemployed youth in Kothur 
village and 3,000 educated unemployed 
in Kothur ‘mandaf (an administrative unit 
comprising number of villages). 

Institutions based on patronage: On the 
basisof loyalty and efficiency the employer 
promotes the worker from contract to 
casual labour thus decreasing the un¬ 
certainty of employment. The owner also 
provides loans when the labourer is in 
urgent need of money. This is however 
restricted to those casual labourers who 
have long service. 

Apart from the patronage of owners 
patronage of senior workers also acts as 
a source of siKial .security. In the medium 
level and high level skill technology 
industries, there are no formal training 
programmes for the newcomers. What a 
newcomer learns depends on his relation 
with the .senior skilled workers. Due to the 
practice of Ilexibilisation, there is multi¬ 
tasking implying that the workers have to 
perform (different tasks. As a result of this, 
there is no stability in the type of work 
performed. This denies the worker an 
opportunity to specialise which in the long 
run can improve the working environment 
of the labour. It is this stability in the type 
of work performed which patronage by 
senior skilled workers ensures. 

Panchayati institution: The local 
government referred to as ‘panchayaf is 
one of the institutions which extends 
political support to labour in acquiring a 
better living and working environment. 
The panchayat and more specifically the 
'sarpanch' or the president, who is an 
elected representative, plays a role in 
.securing employment for labour. The 
panchayat also has a role in providing 
amenities such as drinking water, roads, 
sanitation, electricity, ration cards, etc. 
Thus, by extending such benefits to labour 
and by making the conditions of labour 
les.s insecure, the panchayat has come to 
acquire the statusof an institution of social 
security. 

Institution based on transactional 
support: The contractor or the middleman 
is the most important institution in the 
operationalisation of the sy.stem of contract 
labour. The contractors are mostly relatives 
or friends of those working in these firms. ^ 
In the late 1980s when the contract labour 
system began, the contractor was an 
informal institution. However, owing to 
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pressures from (niclc unions, labour 
inspectors and because of inefnciencies 
felt by the manaj;cniunls and contractors 
themselves in managing the labour, the 
system of contract labour has been 
formalised. According to the procedure, 
the contractor has to deposit money with 
the firm to which he supplies labour and 
with the labour commissioner in order to 
acquire a licence from the labour office 
by agreeing to abide by certain rules. These 
include: payment of minimum wages to 
the labour as .stipulated by law; pnivision 
of employees social insurance (ESI) and 
provident fund (PF) and abiding by the 
provisions for labour holidays. The 
contractor has to maintain a roll book in 
which information relating to attendance, 
number of hours worked and payment 
made are to be recorded. Tlic.sc records 
are occasionally inspected. It is however 
to be noted that the sy.stcin of contract 
labour depends on the informal agreements 
between the contractor and the labourer 
and not on the prescribed rules. 

The contractor acts as a nodal point 
between the linns and the labour market. 
It is however to be noted that a contractor 
is not an employee of any of the firms. 
The contractors operate either individually 
or on partnciship basis. The contractors 
therefore have two roles to play; one in 
relation to the managements of the firms 
and the other in relation to the labour. 
Since there is stiif competition for labour, 
what the cont ractor needs to have to at) raci 
labour is goixlwill. Prompt wage payments, 
cash loans, etc, earn goodwill. In cases of 
minor accidents or sickness, treatment is 
provided by the contractors. It is to be 
noted that an ensured loyalty from the 
labour is critical, llic contractor affects 
the .social security of the workers, by 
deciding whom to retain and whom to 
retrench during periods of lluctuations in 
demand, and by rec'mimending the labour 
to be ab.sorbed as casual labour. 

Institution of coercive protection: The 
origins of the mafia can be traced to the 
early 1990.S in the formation of a cricket 
club by the local youth. The club began 
as an apolitical institution, with vocal and 
aggressive youth. A scries of instances 
where it was approached by the contract 
and casual labour for redressal of 
grievances made it a strong institution. 
The cases for which it was approached 
include cases of moral hazard where the 
contractor might not pay the wage after 
getting work from the lalniurer. The other 
cases include cases of accident com¬ 
pensation. reinstatement of retrenched 
labour etc. The mafia has acquired a 
political status with its leaders taking the 


position of presidents of trade unions from 
outside. This has led to political fac¬ 
tionalism in the area. 

The leaders of the mafia are drawn from 
the middle and peasant castes. They are 
involved in agriculture, real e.statc and 
other businesses. The cadre is drawn from 
the pool of local unemployed youth. While 
playing the important role of providing 
some kind of s(x;ial security to the labour, 
they extort money from the industrialists 
inthcnameoffc.stival ‘chanda’ (donations) 
and other development activities. The 
indu.strics have of late started funding the 
mafia since they prevent the labour from 
organising. 

Institution based on trust: Shopkeepers 
act as an important .source of .siK'ial security. 
The workers approach the shopkeepers for 
credit purcha.scs of consumer goods and 
some shopkeepers also lend money. To 
begin with, generally, workers approach 
the shopkeepers through the contractors, 
mafia, or other workers and trust is built 
later. 

Institution based on state support: The 
assistant labour commis.sioncr's office is 
the only formal organisation available for 
the redressal of grievances of the workers. 
The assistant labour commissioner, who 
is .stationed in .Shadnagar which is 10 
kilometres from Kothur, can be approached 
if the workers are not paid minimum wages. 
The body also carries out inspections of 
the factories on its own. The institution 
however is in its dying phase. In a recent 
government order the state government 
has removed inspection of indu.strics and 
industry related matters from the juris¬ 
diction of the assistant labour commis¬ 
sioner and transferred the powers to the 
assistant commissioner of labour who is 
situated in the district headquarters. Tliis 
makes the institution unapproachable to 
the workers for two rea.sons. Firstly, the 
distance between Kothur and the di.strict 
headquarters is about 70 kilometres, and 
secondly, since the assistant commissioner 
of labour is a higher authority m the hier¬ 
archy than the assi.stant labour commis¬ 
sioner, there are greater bureaucratic 
hassles. 

Dignity as a part of social security: 
When tlie :ontracl labourer approaches 
the contractor or when the casual labourer 
approaches the owner for an advance pay, 
or is absent for a day, or if commits a 
mistake at work, the labourers arc abused 
and sometimes manhandled. It can also be 
observed that in the new industries, highly 
qualified workers are made to do menial 
Jobs. At common taps, shops or in any 
other social interaction, any fault on the 
part of the labourers or his family members 


would invite remarks from the locals 
especially the socially well-off that they 
and their lives are worthless. 

Frequent instances of .sexual harassment 
have perversely given rise to attribution 
of loose character to young female 
labourers working in some industries. 
When a.skcd if they would like to save 
money and spend it on their marriage, they 
are agitated and say that considering 
reputation that labour working in industries 
enjoy they might never get married. When 
getting back from the place of work in the 
evening, one can ob.serve that female 
labourers are heckled and harassed by the 
male re.sidcnts which goes without protest. 
The victims are usually short distance 
migrant female labourers in both the above 
instances. 

Dignity acts a.s an important measure of 
the limit of security in both the working 
and living environments. In the light of 
these instances one could define lack of 
dignity as human beings coerced by circum> 
stances into leading lives of low self¬ 
esteem. Dignity is to be viewed as the limit 
of social security, the presumption being 
that where the labourer is ensured of hi.s/ 
her .social security, hc/she aims at digni'y. 

It can be observed that most of the 
institutions of .social security have an 
intrinsically undignified relationship vis- 
a-vis the workers. One can observe that 
while the institutions of .solidarity, political 
support and trust have a propensity to 
grant dignity, institutions of patronage, 
coercive support and transactional support 
have a propensity to perpetuate undigni fied 
relationships. While some labourers 
succeed in gaining access to institutions 
that also make possible dignity, some 
arc compelled by circumstances to take 
refuge >n the institutions that perpe¬ 
tuate undignified relations. It is also in 
this sense that one can look at the firocess 
in terms of the inclusion-exclusion 
complex. 

V 

Determinants of Social Security 

It can be ob.served that there is an overlap 
of functions bci ng performed by the above- 
mentioned institutions of social security. 
Not all workers have equal access to all 
these institutions. It is a combination of 
these institutions which actually provides 
social security to labour to survive in the 
working and living environments 
generated by the new industrialisation. 
For each set of institutions, there are certain 
specific attributes that determine the 
probability of gaining access. 

Class: Labour mostly belongs to the 
section of small and marginal farmers who 
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have migrated because of agricultural 
problems or failure. There arc also those 
farmers who have migrated because of 
non-viability of agriculture due to subdi¬ 
vision of holdings. The labour market also 
consists of displaced artisans. However, 
it can be observed that tho.se that own land 
or other assets in the place of ongin enjoy 
greater security because the probability 
that they arc provided with money in the 
hour ol grave need is high as the 
trustworthiness is high. It can also be 
observed that labour drawing a fixed wage 
of more than Rs 3.000 and who have a 
.stable job bring their families along. This 
incicascs the social security. 

Casw: Though it needs to be probed if 
there is any pattern in the castes that 
migrate, it has been observed that some 
of the upper caste labourers from Bihar 
and UP have migrated to work in the new 
indu.stries since the caste factor acts as a 
barrier and docs not allow them to work 
as labourers in the fields in their own 
villages. It is found that in the recruitment 
of labour to the industries, caste is not a 
significant factor. There is a cro.ss-section 
of castes found in the labour market. It can 
however be observed that the lower castes, 
as they are not compelled to reveal their 
identity and can work and stay in the same 
places us the upper castes thus enjoying 
a better .status than they would have in the 
rural areas. Caste acts as an important 
factor in social networking. Therefore the 
presence of a particular caste in greater 
numbers increases the probability of gain¬ 
ing access to this in.stitution of social 
.security. 

Gender. Gender also plays an important 
role in determining acce.ss to the different 
institutions of social security. As is well 
known, women are a disadvantaged group 
in our society. It can he observed that 
generally the local women are excluded 
from the laboui market. But for lho.se who 
succeed in entering the labour m.irkct. the 
probability of gaining access to all 
instilutionsofsocial security are very high. 
There are very few long distance migrant 
women. Generally, these women do not 
goto work in the industries. Due to cultural 
factors, women arc restricted to their homes 
and social networks of which family is the 
only institution available to them. For the 
short distance migrant women, who form 
an active part of the labour market, apan 
from social networking, they get in contact 
with the contractors and shopkeepers. It 
however needstobe mentioned that, unlike 
the local and long distance migrant women 
who always have families, the short 
distance migrant women consist of 
widows, divorcees, and unmarried women. 


These form one of the mo.st vulnerable 
sections of the labour market. 

Worker-dependent ratio: The worker- 
dependent ratio has a significant role m 
determining the probability of gaining 
access to social security institutions. It can 
be observed that most of the migrants 
come without I amilies and stay with friends 
or relatives. Howevetr, if there is a large 
number of workers in a family, the 
probability of being secured increases 
especially in the case of contract labour 
Incase ot illne.ssor injury, another worker 
in the lamily means continued income and 
hence security. 

Distance: Distance has an important role 
based on which probabilities of gaining 
access to different .social security insti¬ 
tutions can be determined. I^cal labour, 
us is clear from the explanation of the 
gender factor, arccxcluded from thi s labour 
market. The image of the local labour is 
one characterised by la/.iness. in¬ 
competence, arrogance, dishonesty and 
tendency to unioni.sc. The long distance 
migrant labourers on the other hand enjoy 
the image of being hard working, sincere, 
docile and unorganised. This image helps 
in gaining access to relatively stable 
employment. It is the .short distance migrant 
labourers who suffer uncertainty of 
employment though they have access to 
greater number ol social security in¬ 
stitutions than the long distance migrant 
labourers. It can also be observed that the 
trade unions prefer non-locals rather than 
the locals. The locals have a stake in the 
local politics because they have immovable 
a.s.sets such as a house and therefore they 
have greater interest in securing a better 
living environment which is determined 
by the local government. If the leadership 
of the local government is given by a 
different political faction while the trade 
union is affiliated to another political 
faction, the loyalty of the locals waves. 
The inverse of this logic applies to the 
local governments which prefers the locals 
m extending support as an institution of 
social .security. 

Skill: Skill acts as an important factor 
in determining social networks and 
patnmage of the owncror the trade unions. 
This is because the skilled labourers arc 
generally promoted Irom contract to casual 
labour. The casual labour system has two 
pructici:.s. One is where the casual labourers 
act as contractors who themselves hire 
four or five workmen and do some job 
work assigned to them within a .stipulated 
time. Such practices are found in textile 
industry. The other type of casual labour 
is the system of‘badli labour’.The ‘badlis’ 
arc semi-skilled labourers who arc 


employed on regular basis and who 
generally assist the skilled labour. The.se 
labourers dnthe skilled work in the absence 
of the skilled workers. This sy.stcm has 
evolved to tackle absenteeism of the 
permanent skilled workers in the large 
scale firms. The specific status of the casual 
lab.iurer however depends on the 
experience of the worker. 

Method of recruitment: There arc as has 
already been stated, three modes of 
recruiting labour: while one i.s the 
pemianent labour, the focus of this paper 
is on casual and contract labour. Depending 
on the mode of business organisation and 
whether or not there arc trade unions in 
the firm, the probability that casual 
labourers have access to the owner and the 
trade unions is high. Being recruited 
through the contractor restrict', the 
probability ol gaining access to the social 
security institutions at workplace. 

Time: The longer the stay in the piace 
of destination, gicater is the numbci of 
institutions that can be acces.sed. For any 
labourer, generally, social networks are 
the institutions through which they enter 
the labour market. However, with longer 
stay, depending on the combination of 
attributes, other institutions can also be 
approached. 

It can he observed that while tho.se 
possessing certain combination of 
attributes get access to a combination ol 
social .security institutions, it is possible 
that those with a certain combination of 
attributes arcexcluded Irom acce.ss to many 
institutions of social security. One could 
analyse the process in terms ot inclusion- 
exclusion complex. 

Once all workers with these attributes 
are placed on the scale of insecurity, the 
factors making the conditions of workers 
more vulnerable reveal itself. .Simul¬ 
taneously, the study ofattribulcs in relation 
to the social security institution or 
institutions a worker approaches estab¬ 
lishes the possibility ol inclusion into the 
social and economic structure ol new 
industriali.sation. It is however important 
to note that every worker is identified by 
a combination of thc.se variables which 
determines the actual probability of gain¬ 
ing access to a combination of the 
institutions of social security Once 
vulnerability of labour to dificrent forms 
of insecurities in the working and living 
environment are assessed and probability 
of overcoming it are estimated, policy 
measures can then be initiated cither to 
strengthen the existing institutions or 
generate new institutions. Measures can 
also be initiated to directly aid those that 
arc mo.st vulnerable. 
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VI 

Conclusion 

It is quilc evident from the above analysis 
that the inclusion-exclusion complex 
operates at difl'ercnt levels. Firstly, with 
reference to the origin and destination 
linkage, while some labourers are included 
in the ‘oscillating labour market’ (‘flexi- 
bilisalion' from the point of view of the 
worker), they arc implicitly excluded from 
access to traditional institutions of social 
security available in the rural areas and the 
formal institutions of social security often 
associated with the organised sector. 
Secondly, with reference to the advantage 
and vulnerability linkage, while some 
attributes gain the labour access other 
attributes make the conditions of labour 
vulnerable and deny accc.ss to the social 
security institutions that have evolved in 
the new townships. Thirdly, with reference 
todignity and social security linkage, while 
some labour acquire social security as 
defined with dignity others arc excluded 
from such an opportunity and are forced 
to approach institutions of social security 
that arc internally exploitative. 

This research throws up some new 
questions for further investigation. It can 
be ob.scrvcd that the living and working 
environment of labour in the new 
townships are a reflection of the conditions 
of labour in their places of origin. This 
question needs further exploration. 

It would be intere.sting to study the 
relationship between the institutions of 
social .security that have evolved in the 
new townships and labour. The economic 
rationale behind each of these institution 
of stKial security in the new towns needs 
further investigation. 

It can also be observed that the 
deteriorating social security of labour is 
a fallout of liberalisation and opening up 
of the market. It is lo be noted that while 
multinational firms are visible and 
therefore have an obligation to maintain 
certain labour standards, the method of 
subcontracting of work has resulted in 
contractualisation of jobs thus making the 
social security of labour problematic . This 
link between the new methods of pro¬ 
duction being adopted by the multinational 
companies and its impact on the social 
security of labour would establish a link 
between the endogenous and exogenous 
factors. This aspect needs further probing. 

Annexure 1: MODVAT 

The transition comes at a phase when 
modified value added tax (MODVAT) 
was introduced. MODVAT was presented 
on the floor of the Indian parliament on 


December 19,1985 and was set in motion 
in the central budget for 1986-87. The 
underlying object! ves were to simplify the 
existing multitude ofrates and exemptions, 
relie taxation of inputs in production and 
to rationalise sc verai schemes such as those 
for small scale units and forduty drawback 
(Government of India, Ministryof Finance, 
Long Term Fiscal Policy, 1985, p 36). In 
many countries of the world where value 
added tax is charged, it represents duty on 
difference in the value which the raw 
materials acquire during conversion into 
finished goods. However, in India in the 
1986 budget, it has been done on a selective 
basis. It is therefore a local adaptation 
confined to certain listed commodities 
only. Therefore instead of using the general 
term ‘VAT’, it is being called modified 
VAT or MODVAT. VAT is a tax on value 
of output minus input. To illustrate this, 
we may assume that a manufacturer pur¬ 
chases raw material at Rs 100 and incurs 
an incidental cost of Rs 30. He charges 
a margin of Rs 20. His output now comes 
to Rs 100-1-30+20= Rs ISO and input in 
fact, remains at Rs 100, i e, Rs 50 is left 
for taxation. For large firms MODVAT 
meant advantage inshiOing the production 
of inputs. The taxes were borne by the 
small-scale firms from their profits which 
meant inputs could be acquired at cheaper 
rates and tax could also be shifted by 
opting for subcontracting. This is how 
MODVAT led to an increase in sub¬ 
contracting by large firms. As a re.sult of 
subcontracting of production activity 
small-scale industries increased pheno¬ 
menally. 

Annexure 2: Case Studies 
Vivek Textiles 

Vivck textiles is a small-scale firm with 
an investment of Rs 100 lakh and total 
employment of 90 workers. The plant is 
involved in processing and printing cloth. 
Grey cloth which is the primary raw 
material is obtained from manufacturers 
located in other .states of India. The firms 
annual turnout is 60 lakh metres of cloth 
print. 

The firm is owned and managed by 
marwadies through the ‘lala’ type of 
management, i c, a single proprietor-owner 
managing the whole firm on the basis of 
traditional knowledge system and 
underlying the principle is to make more 
than what has been invested. 

Production process: The manufacturing 
process involves six stages. In first stage 
the cloth is brightened through rubbing, 
termed scouring; neutralised by applying 
some chemicals; and then dyed. The second 


stage involves rinsing, drying and width 
setting. The third stage involves printing 
and allowing the print to mature which is 
also referred to as ageing. In the fourth 
stage, the cloth is washed again to prevent 
fading out of colour afterwards. In the fifth 
stage, final search for damages is done and 
it also involves finishing. The last stage 
involves packing of the cloth in cardboard 
containers. 

The workers are first recruited through 
the contract labour system as helpers. It 
is from these contract labour that casual 
labour are drawn. This shift is considered 
upward mobility for workers since the 
mode of payment changes from daily wage 
to a fixed amount. This shift depends on 
the efficiency and skill of the worker. It 
takes six months to learn a skill like 
printing. 

Employment and emoluments: The 
workers in the texti le mi I Is are long distance 
migrants, mostly from Bihar, Orissa and 
UP. 

One can identify the number of skilled 
and unskilled labour involved in the 
production process. The first stage of 
manufacturing involves two skilled and 
three unskilled workers; the second stage 
four .skilled and two unskilled; printing 
three skilled and .seven unskilled; ageing 
one skilled and three unskilled; washing 
one .skilled and two unskilled; finishing 
and two skilled fourunskilled; and packing 
four skilled and eight unskilled workers. 

'The skilled labourers receive a fixed pay 
of Rs 2,000 a month. This pay increases 
with experience and skill. Skilled labourers 
like printers themselves act as contractors 
and unskilled workers are trained under 
them. While the skilled printers search for 
better opportunities, the unskilled trainees 
known as helpers aspire to become skilled 
printers. The payment for these skilled 
labourers is done through ‘seth’s khatha'. 
These labourers arc employed on casual 
basis and draw a wage of Rs 3,000-5.000 
per month, depending on experience and 
quality of work. 

The unskilled labourer are hired on 
contract basis and are paid a daily wage 
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of Rs 55 for 10 hours of work. The 
workers are paid half of the actual wage 
per hour forovcitime, unlike the stipulated 
rate which is double the actual wage per 
hour. The skilled casual labourers have 
greater job security than unskilled labourers 
recruited through a contractor. The skilled 
labourers have the freedom to be absent 
for a day or two in a month unlike contract 
labourers for whom 12 hours of work is 
compuLsory without any holiday including 
Sundays. None of the workers is provided 
with ESI or PF benefits. All the workers 
arc exposed to chemicals and dyes which 
leads to infections. 

Sangfroid Pharmaceuticals 

Sangfroid is a small-scale industry with 
90 workers and an investment ol Rs 28 
lakh Sangfroid is owned by a Velama. In 
this ca.se the owner keeps close control of 
the firm through a few managers. The 
management therefore involves frequent 
visits of the owner to the firm. 

The factory mostly does job work 
and has four divisions: (I) Ponds 
powder; (2) Johnson and Johnson baby 
oil; (3) Ravelon makeup powder; and 
(4) tablets Callal. The basic inputs for the 
factory are supplied by the sub-contracting 
firm. The factory uses cheap labour and 
the raw materials, and canysout the pnx:ess 
(according to a given formula) in the 
appropriate manner by the use of the 
equipment. We will look at the production 
process and employment forCalfal tablet. 

Production process: The first stage is 
mixing the raw materials in an appropriate 
ratio; second, it is punched into tablets; 
third, automated bli.ster packing; four, 
weeding out the defective strips of tablets. 
The last job is done exclusively by female 
contract labourers. The number of contract 
labourers varies with variation in 
production. 

Employment and remuneration: While 
the skilled labourers are drawn iromcoastal 
areas, contract labourers are short distance 
migrant female labourers. These workers 
come from areas like Srikakulam, 
Vijayanagaram, Rangareddy and border 
areas of Karnataka. 

The process of mixing of raw materials 
involves seven operators drawing a salary 
of Rs 2,500 each. The two workers 
involved in the punching process which 
includes a punching operator and a helper 
draw a wage of Rs 2,500 and Rs 1,200 
respectively. Blister packing stage involves 
operator and two helpers, who are paid 
Rs 2,500 and Rs 1,200 each respectively. 
The contract female labour employed in 
the final stage get a wage of Rs 30 for eight 
hours of work and overtime pay which is 


half the actual wage. While the activity 
of mtxingthe compounds is the only skilled 
activity, other works that involve contract 
labour can be learned in a week. Skilled 
labourers enjoy job security by way of 
their skill whereas contract labourers arc 
hired onday-to-day basis. While the skilled 
labourers are covered under the ESI and 
PF, the contract female labour have no 
such benefits. The work involves packing 
and pasting stickers in the standing position 
for 8-12 hours which is quite exhausting. 
Continuous exposure to chemicals leads 
to skin infections. 

FGPLtd 

FOP Ltd. earlier known as Ccat Ltd is 
a large-scale plant producing fibre glass 
with a total investment of Rs 4,897.92 
lakh. The units has a capacity is 5,000 
tonnes per annum. 

Production Process: The production 
process involves eight stages. First mixing 
calcite, tlour spar, boric acid, batch mix, 
soda ash, iron oxide. E-glas.s, quartz, and 
high aluminium, put in the furnace and is 
melted at high temperature. As the mixture 
cools down fibre forming takes place. This 
fibre or thin threads of glass is coated with 
a binder. The fibre glass is wound and 
bundles arc sent into the cake drying oven 
and heated. What emerges is a finished 
product as well as an input for chopped 
strands and chopped .strand mats. 

Employment and wage structure: When 
the company started operations in 1949, 
five skilled workers were brought from 
West Bengal. Labour from adjacent 
villages of Kothur were given employment 
and training. The workers were taken on 
contract basis as trainees. After a period 
of six months they were given appointment 
letters. After a six months period they 
were given a confirmation letter and after 
another six months they were made 
permanent. Now the company employs 
about 570 workers of which 150 arc 
permanent staff skilled and semi-skilled; 
60 are employed on casual basis, semi¬ 
skilled or badlis who can the replace the 
skilled workers, and 70 arc managerial 
staff. Rest of the labour, numbenng 300. 
are employed on contract basis. The 
permanent workers draw a salary of 
Rs 8.000-l0.(X)0 The badlis who are 
casuals but are given employment regularly 
receive a pay of Rs 3,000-4,000. The 
contract labourers receive a pay of Rs 55 
for eight hours of work, they have ESI and 
PF benefits. Most of the contract labourers 
are also drawn from the nearby villages. 
The contract labourers are not used for 
skilled activity unlike in the small-scale 
firms. 


Annexure 3: Nitritional Statiis 


Commodity Quantity Consumed Energy 
Consumed Per Day/Per Adult (Kilo 
(Grams) Calones) 


Ijiny distance migrant labour 


Rice 

.SOO 

1.725 

Wheat Hour 

40 

139 

Mirch 

2 

5 

Turmeric 

2 

7 

Jeera 

1 

3 

.Sail 

20 

- 

.Sugar 

.SO 

200 

Masala 

1 

- 

Mustered oil 

10 

90 

Polalo 

50 

48 

Onion 

20 

10 

Tomato 

.30 

6 

Rrinjal 

50 

12 

Cauliflower 

25 

12 

Carrol 

15 

7 

Khecra 

20 

.3 

Palak 

2 

1 

Banana 

100 

116 

Apple 1 medium sire 

65 

Orange 1 medium size 

40 

Total 


2.494 

Short distani e migrant labour 


Rice 

.3.30 

1,1.38 

Wheat flour 

160 

5.S6 

Groundnut oil 

.30 

270 

Red gram tkandi papu) 

16 

54 

Green gram (pesar pappu) 

16 

56 

Bengal gram (chentga pappu) H 

30 

Tamarind , 

8 

6 

Chili powder (mirchi) 

4 

10 

Turmeric 

8 

6 

Cumin seeds (zeera) 

2 

6 

Mustered seeds (awalu) 

8 

4 

Ginger-garlic paste 

4 

3 

Semya 

.3 

10 

Mutter 

8 

2 

Ma.sala 

- 


Salt 

- 


Sugar 

SO 

200 

Onion 

16 

8 

Potato 

16 

15 

Total 


2.372.3 

Soutcc Field Uala, March 1909 


Calculations based on G Copulan. B V 
Kama Sastn anti S C Balasubramanium 
(I906)' Nutritive Value of Indian Foods. 
National Insliluie of Nutritiun. Hyderabad. 

Annlxure 4. .Srijcnvt EvioLNCb of Water 
P™.u)rioN 


Parameter 

Safety 

Limit 

Test 

Result 

Tank water 

Total Hardness (CaCo,) 

PPM .300 

640 

Chloride (AS Cl) PPM 

250 

. 349.8 

CaLiuni (AS Ca) PPM 

75 

79 

Sulphate (SG^) PPM 

1.50 

480 

Magnesium Mg/lir 

30 

.32 

Cadmium (Cd) PPM 

0.001 

0.004 

Flouride (F) PPM 

0.6-1.2 

It 

Drtnktng water 

Total Hardness (CaCo^) 

PPM 300 

980 

Chloride (AS Cl) PPM 

250 

499.8 

Sulphate (SO 4 ) PPM 

150 

190 

Magnesium (Mn) Mg/ltr 

30 

29 

Flouride (F) PPM 

0.6-1.2 

l.0(> 


.Vource.-Water samples tested at Yegna t.abs. 
Dilshuknagar, Hyderabad. 
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Annuexure 5: Disease Pattern 


Disease August .September October 

1998 1998 1998 

November 

1998 

December 

1998 

January 

1999 

February Total 
1999 

Tuberculosis 

5 

2 

1 

2 

1 

2 

2 

15 

Dysentery 

36 

48 

32 

26 

15 

12 

58 

227 

Other helminths 

14 

12 

20 

18 

24 

32 

30 

150 

Parasitic skin 
infections 

33 

35 

38 

42 

38 

44 

40 

270 

Other parasitic 
infections 

18 

18 

14 

12 

10 

12 

10 

94 

Asthama 

32 

38 

42 

38 

46 

36 

32 

264 

Allergic disorders 

62 

68 

78 

84 

102 

86 

68 

548 

Avitaminosis and 
other deficieney 
states 

78 

82 

94 

132 

106 

109 

102 

70.3 

Anaemia 

24 

22 

18 

30 

22 

20 

20 

156 

Psychoses 

36 

14 

34 

18 

2 

1 

- 

102 

Disease of eye 

22 

18 

20 

9 

20 

12 

II 

112 

Injury of eye 

8 

2 

1 

- 

12 

2 

5 

30 

Disease of ear 

6 

4 

2 

2 

- 

5 

5 

24 

Rheumatic fever 

10 

12 

16 

18 

12 

- 

- 

68 

Hyperensive 

disease 

27 

28 

10 


3 

5 


73 

Common cold 

34 

48 

60 

52 

68 

54 

54 

370 

Acute pharingitis 
and tonsils 

14 

12 

10 

4 

10 

8 

20 

78 

Influenza 

30 

42 

50 

- 

- 

- 

- 

122 

Bronchitis 

9 

6 

4 

30 

24 

14 

20 

107 

Other respiratory 
diseases 

12 

14 

18 

14 

32 

40 

52 

182 

Disease of stomach 
and duodenum 

18 

16 

20 

22 

18 

12 

15 

121 

Diarrhuca and 
enteritis 

20 

18 

22 

14 

20 

16 

26 

1.36 

Disease of teeth 

• 3 

12 

18 

18 

8 

20 

15 

94 

Other disease of 
digestion 

12 

20 

16 


20 

18 

22 

108 

Boil, abscess 
cellulitis and 
other skin 
infections 

12 

34 

.38 

24 

32 

42 

32 

214 

Other diseases of 
skin 

10 

26 

24 

18 

22 

20 

41 

161 

Arthritis and 
rheumatism 

24 

28 

32 

46 

48 

38 

30 

246 

Diseases of bones 
and othei organs 
of movement 

22 

24 

30 

36 

26 

20 

22 

180 

Wounds 

- 

3 

2 

- 

- 

10 

18 

33 

Bums and scalds 

9 

1 

1 

1 

- 

2 

- 

14 


Nine: Diseases ihal are predominant and impoitanl have been reponed. In all 60 types of disease 

are given in the ESIC-Mcd-6 funn. 

Source: Employees State insurance Corporation. Monthly return of patients attended ESIC- 
Med-6 form. 


Notes 

(This paper was presented at the inter¬ 
national seminar on 'Social Security in India' 
organised by the Institute of Human Develop¬ 
ment and Indian Society of Labour Economics 
at India International Centre on April 15-17, 
1999 The author is grateful to his supervisors 
Jan Breman, Henk Thomas and D Narasimha 
Reddy who in their wisdom sent the author 
to the field at the right time. The author is 
also thankful to R Kadha Krishna. K Balagopal. 
Hara^opal. M Vanamala, Galab, G Ajay and 


Sangha Mitra for their valuable comments 
The author is deeply indebted to the people of 
Kothur without whose co-operation this paper 
would not have been possible.] 

I New industrialisation refers to'industrial¬ 
isation in the changed structure of the 
economy, especially industrialisation that is 
least regulated. New industrialisation also 
implies industries being situated in new 
townships, adapting new technologies and 
new modes of organising production es¬ 
pecially in the sense that there are new methods 


of organising work and workers. 

2 GBNath(t994); 'Flexibility of Labour Market: 
Theoretical Approaches and Empirical 
Evidence from India', The Indian Journal of 
Labour Economics, Vol 37, No 4 

Suchita Kulkami(I994): 'Labour Market 
Flexibility; A State of Impasse in Industrial 
Relations’, Indian Journal of Labour 
Economics, Vol 37. No 4, John Atkinson 
defined flexibility at the firm level in terms 
of core and periphery labour force. With 
reference to the periphery of the internal labour 
market, three types of ilexibility have been 
visualised: numerical, functional and financial. 
The easiest way of achieving numerical and 
financial flexibility requires the practice of 
flexible specialisation. 

3 Formal refers to recurring transactions, 
informal refers to discursive transactions. More 
specifically in the Indian context, segregated 
or fragmented markets leads to varying patterns 
of informalisation. 

4 Vulnerability is being prone to or susceptible 
to damage or injury. Vulnerability here means 
the characteristics of a person or a group in 
terms of their rapacity to anticipate, cope 
with, resist, and recover from the impact of 
structural changes Normally vulnerability is 
closely correlated with socio-economic 
position. 

5 Lula type of management refers to the 
proprietor-manager who runs the business 
based on traditional knowledge This system 
is predominant in firms owned by the 
marwadies. 

6 The disease pattern in Annexure 5 suggests 
that injury of eye, asthama, bronchitis, other 

. respiratory disorders, skin infections, other 
diseases of the skin, wounds and bum and 
scalds represeni Ihc work ha/uirds. 

7 Seth’s khata means the account of the owner. 
It implies that such labour is directly rc''i uited 
by the owner and the owner is accountable 
for his payment and other benefits unlike in 
the case of contract labour where the contractor 
and not the owner is accountable 

8 It is necessary that those who recommend a 
certain person as a contractor be not less than 
managerial cadre. 
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Organising the Unorganised 

Case of Hamal Panchayat 

R^ieshwari Oeshpande 

Social groups working in the informal sector as labourers are among the most neglected groups under 
the present pattern of capitalist development. The state does not acknowledge their presence, nor does civil 
society accord them respectable status. Trade unions too have mirrored this attitude and have, by and large, 
failed to make efforts at organising them. The Hamal Panchayat is a successful attempt at mobilising these 
workers and has been attempting to create a broad-based political alliance of unorganised workers and 
the urban poor forcing both the state and civil society to recognise their specific identities and acknowledge 
their contribution to the economy and society. 


THE accepted pattern of capitalist dcvelop- 
nicnl in India has not only retained con¬ 
ditions of abject poverty: but has also 
preserved and intensified social and eco¬ 
nomic inequalities (Bardhan 1997; Kuricn 
19921, A complex combination of factors 
like the state which has spon.surcd capi¬ 
talism and yet facing compulsions of 
democracy and welfare at the formal level; 
presence of both public and the private 
sector in economy and their contribution 
to the capitalist development; dispropor¬ 
tionate dependence on the agricultural 
sector; social inequalities inherent in the 
caste society in India and the colonial 
interventions in Indian economy and 
society has contributed to the lopsided 
pattern of development in India. The 
emergence of the inlormal sector in India 
and the growing membershipof thissector 
can be situated in the context of capitalist 
development. 

The concept and the extent of informal 
sectoi m Indian economy has been studied 
extensively 1 Papola 1980; Joshi and Joshi 
1976; Davala 1994; Breman 1996; Chandra 
1997). It isextireated that only 9.4 percent 
of the total Indian workforce belongs 
to the organised sector [Datt 1997:5}. 
Among these the proportion of rural 
workers, mainly landless agricultural 
labourers still remains high. However, 
especially during the last two decades 
changing economic policies and stagna¬ 
tion in agriculture have led to increased 
pace of urbanisation and migration of 
people from rural and semi-urban areas to 
urban centres fBhattacharya 1998]. This 
has resulted in subsequent growth of the 
urban informal sector. In 1991 20.7 per 
cent of the total workers were in urban 
areas. During the last 20 years the lopsided 
capitalist development also resulted in the 
disproportionate growth of the service 
sector in Indian economy [Kuricn 


1992:341]. At present only 28.7 per cent 
of Indian workers arc in the manufacturing 
sector. Over 21.3 per cent workers are 
engaged in trade and commerce and 29.3 
per cent arc engaged in other (sundry) 
services [Datt 1997:4]. Most workers 
within the service .sector arc unorganised. 
It is estimated that among constmetion 
workers 78 per cent are unorganised while 
among these engaged in trade and com¬ 
merce activities 97.9 per cent fall under 
this category. Among the workers engaged 
in other services, in both rural and urban 
areas almost 59 per cent are unprotected. 
Besides these figures studies have affirmed 
that there is an evident process of 
informalisation of the workforce even 
within the manufacturing sector [Manibcn 
Kara Institute 1994]. 

Social groups working as informal sec¬ 
tor labourers are completely neglected 
under the present pattern of capitalist 
development. Informal sector hardly en¬ 
joys state support in terms of protection 
under .state laws. Nor dews civil society 
support or sympathise with these .social 
sections, although their number is con¬ 
stantly increasing The retarded capitalist 
development in India has failed to execute 
a sophisticated bourgeois cultural project 
in India due to a number of reasons 
[Palshikar 1999] The plight of the so¬ 
cially and economically marginalised 
groups gets intensified in the absence of 
such a project. It is in this sense that 
unorganised workers prove to be one of 
the most neglected groups in Indian so¬ 
ciety. 

Trade union activity in India on the 
other hand has largely focused on workers 
belonging tc the organised sector. It is 
very difficult to organise unorganised 
workers because of the absence of clear 
employer-employee relations, the .scattered 
nature of workplaces, poor icsourcc base 


of workers and neglect by the state [Datt 
1997:10]. However, the growing pro¬ 
portion of these workers has prompted 
trade union attempts at nationalising them. 
Left wing trade unions in India seem lo 
have lost their political support base among 
the organised workers [Tulpule 1996]. The 
revolutionary role attributed to the indus¬ 
trial working class seem to be withering 
away. The trade union movement has thus 
to look for its support base among the 
unorgani.sed workers. 

Hamal Panchayat: A Case Stiiby 

The Hamal Panchayat, a Pune based 
organisation of the load carriers/coolies is 
a glaring example of efforts at political 
mobilisation within the informal .sector. 
The panchayat started its work in 1955. 
During the last 40 years it has helped the 
‘hamals’ in Pune and many other parts of 
the state to lead a financially better and 
socially secure life 

Hamals or load carriers form a signifi¬ 
cant group of the urban unorganised 
workers engaged in .service .sector. It is 
estimated that there arc more than 200 
urban markets in Maharashtra. In dl there 
are more than 200 agricultural produce 
market committees, around 3,000 public 
and private godowns more than a 100 
railway stations and around 400 ST stands 
in the state. More than 10,0(X) trucks are 
used for transportation of commodities. It 
is believed that more than 5 lakh load 
carriers and head loaders (mathadis) work 
at all these places. Among these around 
10,000 arc women workers. 

Pune is a large scale industrial and trade 
centre in Maharashtra next only to Mumbai. 
Naturally, the services of hamals are re¬ 
quired at various levels. There arc no 
official figures available with regard to the 
exact number of hamals working in Pune. 
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However, the panchayat estimates that 
there arc around 30,()00 hamals working 
in various trade centres in the city. More 
than 1/3 of these are members of the 
panchayat. Most of the hamals in Pune 
belong to the early migrant groups. In a 
survey of panchayat members conducted 
in 1985-86' it was noted that more than 
half of the hamals had migrated to the city 
from the surrounding rural areas of west¬ 
ern Maharashtra. A large number of them 
were from the drought prone districts of 
the Marathwada region. These families 
had migrated to Pune during the 1970s. 

More than half of the surveyed hamals 
were marathas. Along with the marathas, 
Muslims and dalits had also entered this 
occupation. However there was and is a 
significant absence of the OBCs among 
hamals. This cun he related to their tra¬ 
ditional (Kcuputional pattern. Marathas 
were traditionally engaged in agriculture 
and were used to intcn.se physical labour. 
The OBC castes mainly worked as artisans 
and thus were not used to physical labour. 
Poorer marathas migrating to urban cen¬ 
tres in order to add to their meagre earn¬ 
ings from agriculture; became load carri¬ 
ers. As a result of this the labour market 
of the load carriers .seems to be largely 
dominated by pcxir marathas. It is evident 
not only in Pune but many other urban 
trade centres including Mumbai.^ Marathas 
in Maharashtra aie one of the dominant 
social groups in the state. Though the 
hamals hail from economically poor fami¬ 
lies among the marathas they enjoy a high 
stKial status within the caste hierarchy. 
Their social status and traditional occu¬ 
pational pattern has helped them retain 
their ties with the villages unlike most of 
the other migrant .social groups. In the 
survey mentioned above more than 75 per 
cent of the hanvils reported owning 
agncultural land in their native villages 
[Deshpande 1989:35]. Thirdly, the hamals 
in Pune were among the first migrant 
families coming to the city .soon after 
independence. 1'hcrcfore they had com¬ 
paratively easier access to the labour 
market. These features of the social com¬ 
position of hamals have significant impli¬ 
cations for their unionisation and political 
role. 

Hamals work on a contractual basis. 
Before the oiganisation was established 
the contract between traders and hamals 
was on a daily basis. Hamals usually 
worked in gangs and the traders dealt with 
the leader of the gang. Gangs were formed 
on the basis of communal tics. There was 


absolutely no guarantee of work for hamals, 
as employer-employee relations were 
feudal in charactertill the panchayat started 
asserting itself around 1960. Besides the 
work of loading and unloading of goods 
hamals had to do all sorts of work includ¬ 
ing sweeping and cleaning shops and 
godowns, look i ng after the cattle and even 
domestic work at the trader’s hou.se. These 
tasks were not accounted for in the wages. 
Carrying heavy loads was in it.self a te¬ 
dious and dangerous task. The Interna¬ 
tional Labour Organisation has .sanctioned 
a maximum of 50 kg weight to be carried 
on the back. However, in Indian markets 
gcKids are usually packed in 100 kg gunny 
bags. Not surprisingly, hamals suffer from 
various back problems which are 
dclititaking over time. Hamals are not able 
to continue their work for more than 15 
to 20 years. Besides, they have to work 
in poor work environments in godowns, 
railway wagons and shops. * 

But more importantly the Job of a humal 
includes a variety of tasks like .sorting 
goods, mixing different varieties of grain, 
weighing bags, transporting goods in a 
bullock-cart, etc, besides carrying loads 
from one place to another. Rates of pay¬ 
ment were never fixed for these tasks. In 
short; lack of cicarcut employer-employee 
relations; .scattered nature of work places; 
bad conditions of work and complete 
absence of security were the main features 
of this labour market. 

Under these circumstances it was a 
difficult task for the Hamal Panchayat to 
mobilise hamals. The work of the 
panchayat started with informal meetings 
of hamals. under the leadership of Baba 
Adhav. a veteran sociali.st leader from 
Maharashtra.-^ It tcxik almost 10 years for 
the panchayat to establish itself as a trade 
union. In 1959 the panchayat organised 
its first successful agitation regarding the 
rates of transportation of goods. Till 1970 
the panchayat had spread its work to almo.st 
all major market places in and around 
Pune. 

The most popular slogan that the 
panchayat gave in its initial years was '1 
own my back*. Members clearly preferred 
self-employ mcni and contractual work 
rather than being wage-employees of the 
tradcr.l'he panchayat felt that contractual 
relations were more beneficial for hamals 
as they free them from extra-economic 
bindings. Also it oftend opportunities for 
more explicit political participation. With 
these preferences the panchayat basically 
worked for fixing rates of payment for 


each task performed by hamals as part of 
their work. Secondly, the organisation 
established itself as a mediator between 
traders and hamals. The panchayats in¬ 
sisted that traders' association in respec¬ 
tive markets sign a three-year contract 
with them regarding payments to the 
workers. It was decided that any person 
willing to work as hamal should register 
himself with the panchayat. Thus the 
process of recruitment to the la’uour market 
was more or less monopolised by the 
panchayat till 1975. It helped in relieving 
hamals of their fundal bondages with 
traders. The panchayat emerged as a plat¬ 
form forcollective bargaining of payments. 
The panchayat organised its first success¬ 
ful strike in 1968 in which more than 
3,000 hamals participated. I'hc agitations 
culminated in a contract signed between 
the panchayat and the 'Poona Merchant’s 
Chamber’. The contract resulted in 15 
rules and regulations for load carrying 
work and fixed rates for as many as 46 
different tasks performed by hamals. Such 
contracts became a regular feature of the 
work of the panchayat. Still even after 25 
years of unionism the panchayat has to 
agitate against the traders’ associations in 
various market places over the details of 
the contract. 

I'hc panchayat not only pushed forward 
the economic demands of hamals but also 
insisted upon having proper and healthy 
cbnditionsof work, arrangements of safety 
and security as part of the contracts. Since 
1985 the panchayat has insisted on imple¬ 
mentation of workmen’seompensation act 
(1983) in cases of accident. These prac¬ 
tices helped in establishing the identity of 
hamals as workers and in regularising 
employer-employee relations besides ful- 
Tilling their economic demands. 

The Mathadi Act 

The most significant accomplishment 
of the panchayat during the initial period 
was creation and implementation of 
Maharashtra Mathadi Hamal and other 
Manual Workers (Regulation of Employ¬ 
ment and Welfare) Act (hereafter Mathadi 
Act). The act was passed by the govern¬ 
ment of Maharashtra in 1969 and was 
implemented partially only in 1980 due 
to legal action against its implementation 
initiated by the traders. The act is consid¬ 
ered to be greatly beneficial to workers 
in informal sector and was seen as one of 
the radical measures undertaken by the 
state in fulfilling its welfare responsibili- 
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ties. The Hamal Panchayal along with 
the Mathadi Kamgar Union of Mumbai 
played an active role in realisation of the 
act. The Hamal Panchayat had always 
insisted on providing economic and social 
security to hamais and other manual 
workers. The Mathadi Act was an attempt 
to make the state play an active role in 
providing such .security to the workers. 

Manual workers in informal sector 
especially in the service sector could not 
get protection under existing labour laws 
due to luck of a definite pattern of em¬ 
ployer-employee relations in their occu¬ 
pations. Organisations of these workers 
suggested that the state itself can mediate 
in evolving such a pattern of relations. The 
government of Maharashtra appointed a 
number of committees to look into the 
issue [Deshpande 1989:70-721. The com¬ 
mittees suggested a separate law for the 
workers in the informal sector rather than 
amending the definitions of employer and 
employee in existing labour laws. Accord¬ 
ingly the Mathadi Act provides for the 
establishment of tripartite district level 
boards (mathadi mandals) consisting of 
representatives of employers (traders), 
workers and the state. An apex body 
Maharashtra Rajya Hamal Mapadi 
Mahamandal, was created to supcrvi.se 
and control the work of the district level 
boards. Its chai rperson was to be appointed 
by the government. Both traders and 
workers have to register thcm.seivcs with 
the mathadi mandals. Thus the labour 
market is regularised and controlled. 
Registered hamais deposit their payments 
with the mandal. Traders contribute .some 
amount (a maximum of 50 per cent of the 
payments) to this as a provision for future 
economic .security for hamais.** This is 
known as ‘levy’. It is in this sense that 
the Mathadi Act looks after the future 
welfare of hamais and makes them liable 
for minimum benefits of a definite em¬ 
ployer-employee relations. Actually, the 
act docs not establish a definite employer- 
employee relation betwen traders and 
hamais but it compels the traders to accept 
responsibility for the workers’ economic 
security and welfare. 

Though good in its intentions; the act 
has proved to be inadequate on several 
grounds. Firstly, rates of payment to hamais 
vary from market to market becau.se they 
are locally decided. Similar is the situation 
with regards to the amount of levy. The 
act specifies the maximum limit of levy 
to be deposited by traders (at 50 per cent 
of wages) but not the minimum. As a result 


traders’ associations have succeeded in 
keeping the amount of levy to its mini¬ 
mum in a number of markets. Thirdly 
since 1980 onwards since the act was 
implemented step by step and thus even 
at present a large section of hamais and 
mathadis do not get protection of the act. 
It is estimated that out of the five lakh 
hamal - mathadis working in the .state only 
one and a half lakh are benefited by the 
act. Fourthly, even though minimum 
economic security is guaranteed to the 
hamais under this act mathadi mandals 
have not stood up to their expectations as 
mediators between traders and hamais. 
They are reduced to wage distributing 
agencies and tail to make any positive 
intervention in the market on behalf of the 
hamais. 

More importantly, local mathadi 
mandals have emerged as new centres of 
power with huge economic resources with 
them in the form of wages of hamais and 
the levy. Dominant political intcrc.sts 
operating at both state and local level 
started manipulating the mandals for their 
own purposes. The act provides for ap¬ 
pointment of state’s representatives on the 
mandals. This gave rise to a new system 
of political patronage. It led to polilici.sation 
of the workeis' organisations as workers’ 
representatives played a crucial role in 
managing the mathadi mandals \Hamal 
Mapadi Varta. special issue 1995:78-79). 
The Congress Parly in Maharashtra al¬ 
most exclusively dominated the overall 
political process in the state till 1995. The 
Congress tried to appropriate mathadi 
mandals in various ways as it did in the 
co-operative movement. As stated earlier 
the hamais mainly come from poor maralha 
families and marathas have always sup¬ 
ported the Congress in the state [ Vora and 
Palshikar 1996). These linkages made it 
easy for the Congress to appropriate 
mathadi mandals and patronise hamais. 
The politicisation of mathadi mandals 
made the politics of hamais more vulner¬ 
able in character. The Hamal Panchaya* 
also had to participate in more open poli¬ 
tical contests due to the political overtones 
attached to the work of mathadi mandals. 

The Mathadi Act held a number of 
implications for the mobilisational work 
of the panchayat. Throughout the last two 
decades the panchayat has been demand¬ 
ing a more effective implementation of the 
act not only to markets in Pune, but other 
parts of the state also. It has led to expan¬ 
sion of the work of panchayat to other 
markets places. At the moment the Hamal 


Panchayat has its branches in more than 
70 markets throughout the state. The 
conditions of work for hamais are decided 
locally under the Mathadi Act. Thus in¬ 
crease in wages and levy can be sought 
only by suengthening the organisation 
and increasing the collective bargaining 
power. Under these circumstances 
panchayat with its strong support base 
could establish itself as the most success¬ 
ful organisation of the hamais at the state 
level. Hamais were convinced that ben¬ 
efits of the act could be acquired only with 
the help of mobilisational strength as a 
result of which the panchayat grew. At 
present the panchayat works in more than 
a hundred markets all over the state. 
Secondly, Baba Adhav has been the chair¬ 
person of the apex body of the mathadi 
mandals since its inception in 1981 This 
helped the panchayat in expanding its 
organisational ba.se. Taking advantage of 
its strong position the panchayal continu¬ 
ously persuaded the stale to work for the 
welfare of the hamais. It not only agitated 
for clfcclive implementation of elaborate 
suggestions about the welfare of the 
hamais. Its proposed a welfare scheme for 
the women hamais in Pune markets can 
be cited as a case in point. 

There are very few women working as 
hamais. In fact most of them do not work 
as hamais in the strict .sense of the term. 
These women, especially those working 
in grain markets, work as sweepers of the 
shops/godowns. Their main task is to .sort 
out grains from waste. They do not gel 
wages but a small part of grains that they 
salvage from waste. The custom is known 
as ‘malcrc’ (literally, ‘mixed with .soil’). 
In 1988, the panchayat suggested a wel¬ 
fare .scheme for thc.se women workers to 
be operated at the local level. The scheme 
worked out details for expansion of the 
Mathadi Act to cover these women work¬ 
ers [Hamal Mapadi Varta, special issue 
1997:61-63]. Though the scheme is not 
implemented as yet it indicates the 
organisation's approach towards the 
welfare of hamais. The panchayat has 
continuously worked to appropriate the 
positive potentials of the Mathadi Act. 
Besides, it also attempted to compensate 
for the inadequecies of the act through its 
mobilisational strength. More than any¬ 
thing else it established the fact that 
organisational strength is the only weapon 
available to informal sector labourers to 
make the state work for them. In concrete 
terms the Mathadi Act has immediately 
benefited the hamais in enhancing wage 
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rates. But more importantly the act has 
helped them in as.seriing their mobil- 
isational sircnpih. The rcali.sation of the 
Mathadi Act and compulsions inherent 
prompting the slate to undertake its wel¬ 
fare responsibilities must be seen as sig- 
niricani achievements of the panchayat. 

Si 11 -Hi,i,p Ini'kastrdcture 

The same organi.sational strength was 
also used by the panchayat for extending 
social and economic .security to its mem¬ 
bers independently rtf the .state. These 
welfare programmes have been doubly 
significant for the hamals and the 
organisation. An analysis of these .schemes 
actually touches upon some crucial ques¬ 
tions related to the mobilisalional strate¬ 
gics for the informal sector. 

Initially, the panchayat started a co¬ 
operative of hamals, the Hamal Mazoor 
.Sahakari Sanstha. in IV66'. This co-opera- 
tivc was multifunctional in character. The 
Hamal Panchayat being a trade union, 
could not accept government contracts for 
load carrying work. Therefore the co¬ 
operative could work to recruit the hamals 
in labour market. It was expected to 
minimise the influence of private contrac¬ 
tors and mediators in the labour market. 
Besides, the co-operative undertook vari¬ 
ous tasks related to load carrying work on 
a collective basis. The co-operative split 
in 1979 when around 1,500 members 
joined a co-operative started by a rival 
organisation, led by the Congress Party 
[De.shpande 1989; 121. This seems to be 
the only incident of a split in the 
organisation. Later the co-operative was 
rcsuiTcctcd by way of a co-operative store 
for the hamals. Of course services of the 
.store were not limited to the hamals but 
all poor people. Thi. Mamal Panchayat and 
its allied organisations have always de¬ 
manded that there he 1.^ es.sential com¬ 
modities fulfilling basic needs. These must 
be made ava lablc at the fair price ration 
shops run by the govern«ient (Adhav 
1987). The co-operative store was seen as 
an independent clfort to realise the de¬ 
mand The co-operative store has been a 
great success. Its annual turnover was 
around Rs 20 lakh during 1997-98. 

After establishing its hold in Pune, the 
panchayat started some other ventures for 
welfare ot the hamals, around 1975. The 
first was ‘bhaubhet’ (a brother’s gift), and 
the other is ‘pustakpedhi’ (book bank). 
The panchayat started collecting a meagre 
amount ol Rs 5 from its members in 
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addition to their annual membership fees. 
The amount collected is used for the above 
mentioned .schemes. Under bhaubhet help 
is extended to family members of de¬ 
ceased hamals. F.fforts are also made to 
accommodate at least one member of the 
family, especially the widow in the work 
of the panchayat. Bhaubhet .serves the 
purpose for which the Workers’ Compen¬ 
sation Act is executed by the state. 
Pustakpedhi or the book bank supplies 
textbooks to the children of the hamals, 
which they arc expected lo return after use. 

Apart from these measures for tempo¬ 
rary and incidental help the panchayat 
started building up its own welfare infra¬ 
structure. Initially, the panchayat’s own 
clinic for hamals was started. Hamals were 
expected to pay minimum required charges 
for their treatment. Hamals are prone to 
accidents becau.se of the nature of their 
work. Similarly they work in hazardous 
conditions during loading and unloading 
ofcommoditics like cement, chilies, chemi¬ 
cals, etc. It leads to serious health prob¬ 
lems. Thus a clinic operating at reasonable 
charges was felt to be an important ne¬ 
cessity. It is significant that the clinic is 
self-sufficient and even pays an hono¬ 
rarium to the doctors offering services 
there. The panchayat did not receive any 
grants from outside agencies for the clinic. 
Secondly, the clinic did not restrict itself 
to medical treatment but also organised 
health av;arenc.ss campaigns for the hamals. 
One of the surveys of hamals it revealed 
that a number of hamals die due to tetanus. 
An am i-iclanus vaccination campaign was 
undenaken in 1976 and 1982 to prevent 
these deaths. It is noteworthy that not a 
single casualty has taken place during the 
last .10 years due to this precaution. As 
part of the educational programmes a 
campaign to populari.se family planning 
was also organised. It is especially signifi¬ 
cant in the background of the social status 
of hamals. Being marathasthe hamals had 
feudal attitudes on gender issues. The 
family planning campaign indirectly 
helped in altering their perspectives on 
gender issues. 

Hamals suffer from a number of health 
problems also because of non-availability 
of clean and healthy food. Most hamals 
leave their families in their native villages 
when they migrate to urban centres in 
search of work. They arc, therefore, forced 
to eat outside. Besides they do not follow 
a fixed routine of work and are unable to 
make permanent arrangements for their 
meals. The panchayat started its own food 


centres - community kitchens for the 
hamals known as ‘Kastachi Bhakar’ 
(Earned Bread). This is one of the most 
profitable programmes run by the 
panchayat for the last 25 years. Initially 
there were five women employees work¬ 
ing under this scheme. At present there 
are in all 13 centres run under the scheme. 
There are around 150 employees among 
whom around 120 are women. Mostly 
from families of hamals and also from the 
destitutes, deserted women. These em¬ 
ployees enjoy benefits prescribed by the 
government including the provident fund. 
Kastachi Bhakar had an annual turnover 
of about Rs 50 lakh during 1997-98. Apart 
from the land offered by the government 
on lease, the scheme is completely self- 
sufficient. It is run on a no profit, no loss 
basis and is managed by a committee of 
the panchayat appointed for these pur- 
po.scs. Its benefits are not restricted to 
hamals but to all poor people. A similar 
kind of state-aided community kitchens 
were e.stablished in the state in 1995 
(Zhunaka Bhakar Yojana) after the BJP- 
.Sena coalition came to power. These 
centres however could not prove viable 
(hough the government provided huge 
.subsidies to them. The Kastachi Bhakar 
venture emerges as a important achieve¬ 
ment of the panchayat. Similar centres 
have been established in many othertowns 
of the state where the Hamal Panchayat 
has been active. More importantly, 
Kastachi Bhakar has helped in linking 
the hamals’ movement with other social 
movements as it provides food at reason¬ 
able rates to all convention.'! confer¬ 
ences organi.scd by the left and democratic 
groups. 

Last but not the least the panchayat 
proposed a housing .scheme for the hamals 
near the market yard in Pune. Taking the 
help of provisions under the Mathadi Act 
the panchayat has acquired five acres of 
land from the government at a low price. 
There will be 388 houses constructed on 
this land. Each house of 350 sq feet will 
cost one and a half lakh rupees. The hamals 
are expected to bear 25 per cent of the cost 
of the house and the rest is to be raised 
through loans. 'Fhe Hamal Panchayat and 
the mathadi mandal are to be guarantors 
to these loans. Only those hamals who can 
bear the 25 per cent share of the cost can 
avail of this scheme. Be.sidcs only 400 
hamals will be able to get nouses 
under this scheme. All the same, hamals, 
arc now able to own a house to lead a 
secure life. 
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Innovative Strategies 

An objective analysis of these social 
security schemes brings to the forefront 
the innovative mobilisation strategies that 
the panchayat practised while organising 
the unorganised. At the same lime it also 
points to some of the limitations of 
mobilising these workers on an occupa¬ 
tional basis. The social security schemes 
of the panchayat prove to be innovative 
in more than one respects. Firstly, the 
panchayat runs all these schemes on its 
own No financial help from an outside 
agency is accepted. In continuation of the 
earliei feudal relations between traders 
and hamuls initially the traders were willing 
to offer help to these institutions How¬ 
ever, ihe organi.sation refu.sed these with 
a cicarcut ideological position that such 
donations would blunt the edge of their 
conflicts against traders. 

The position is more significant in the 
background of the rapidly increasing mie 
of the NGOs in mobilising the unorganised 
and other weaker sections. The NGOs 
have been especially active in 'empower¬ 
ing' the.se sections by encouraging the 
establishment of co-operatives. The exist¬ 
ence of these co-operatives ultimately 
depends on availability of the surplus 
capital in the world economy. Therefore 
the role of NGOs and international fund¬ 
ing agencies remains very limited as far 
as mobilisation of the informal sector 
workers is concerned. In fact it is very 
likely that the financial help extended by 
funding agencies will ultimately ruin the 
movement. 

The Hamal Panchayat has its own 
organisational network for managing the 
various welfare schemes. At present there 
are around 10 000 members of the 
panchayat in Pune. A leader is selected 
for every group of .50 members. '1 here is 
a scction-in-chargc controlling the work 
of 10 such leaders. The executive council 
of the panchayat is elected after every two 
years from among the members. There are 
14 committees to manage the affairs of the 
panchayat and the welfare programmes. 
Almost all the members of the executive 
council and the various committees are 
hamals themselves. The panchayat is 
opposed to the concept of appointing a full 
time, paid social worker for managing its 
affairs. During the la.st 40 years of its work 
there have been no serious allegations of 
corruption against the executives. The 
panchayat mainly operates in Pune. But 
it has initiated similar welfare schemes at 


all other centres where it has been working 
during recent years. The welfare schemes 
appropriate the positive potentials of the 
Mathadi Act as far as possible, thus supple¬ 
menting the state's welfare icsponsibili- 
tics with its own collective strength. It is 
a rare example of a trade union working 
in the informal sector erecting a self help 
infrastructure for its members without 
.seeking any outside help. SEWA in 
Ahmedabad is perhaps the only other 
example of such an organisation (Rose 
19921. 

It has been traditionally believed that 
constructive work essentially compromises 
agitational politics. However these as¬ 
sumptions need to be revised while 
mobilising the workers in informal sector. 
It has been possible for the trade union 
movement in India to mobilise organised 
workers on the basis of certain favourable 
factors. First, the workers work in a single 
and centralised production unit. Secondly, 
the image of the ‘class enemy ’ is concrete 
due to the definite pattern of employer- 
employee relations. I'hirdly, the.se work¬ 
ers enjoy at least minimum protection of 
law. These factors contribute to increased 
levels of political participation of these 
workers. These factors arc completely 
absent for the intormal sector workers. It 
becomes very difficult to encourage them 
to participate in trade union activities due 
to the ah.scncc of any support structure. 
Most of these workers come liom very 
poor groups. Their social composition 
reveals that socially they belong to the 
marginalised groups [Deshpandc 1999] It 
is impossible lor these sections to gain the 
minimum security required for coming 
together to agitate. Co-operatives and 
social security .schemes initiated by the 
trade unions would be of great help to 
these .sections. Not only for bringing them 
together to tight for their causes but also 
to compensate for the lack of social and 
economic status at personal/individual 
level. I'hc Hamal Panchayat has a slogan 
to express this idea; ‘Ek Mat Samman Pat' 
(we demand equality of status along 
with equal right to vote). Constructive 
work in the fonn ol workers co-operatives 
helps in building affinities with the 
organisation and is often seen by the 
workers as an expression of their collec¬ 
tive strength (Bhowmik 1997]. It is in this 
sen.se that social security schemes initi¬ 
ated by the panchayat do not compromise 
the agenda of agitational policies. The 
panchayat sees them rather as effective 
mobilisational strategies for hamals and 


other manual labourers. 

For these .strategies to become effective 
an awareness with regard to centrality of 
agitational politics and the necessity to 
continuously confront the state is required. 
Otherwise these efforts can easily become 
part of the state agenda of 'empowering' 
the weaker sections. The Hamal Panchayat 
seems to be aware of this problem. That 
is the main reason why it insists on keep¬ 
ing these units completely self-sufficient. 

At yet another level these ventures are 
seen by the panchayat as efforts of inter¬ 
ventions in the arena of civil society. The 
otherwise marginalised social groups are 
able to negotiate with the market and other 
institutions of civil .society on their own. 
It becomes possible by erecting indepen¬ 
dent infrastructure on the basis of their 
collective strength. It is true that these 
measures are temporary and tentative. The 
state needs to constantly confronted and 
made responsible for possibilities to op¬ 
erate in civil .siKicty and to realise the 
claims of distributive ju.sticc of these 
groups. The panchayat is also aware of the 
tentative character of its self help infra¬ 
structure and therefore continues its fight 
with the slate at one level. At the same 
time the collective efforts on part of workers 
may help in gaining for these groups a 
respectable position in the affairs of civil 
society. It is hardly possible that civil 
society would respect a hamal even if he 
earns as much as a white collar employee. 
The marginali.scd groups arc at least able 
to assert their existence in civil society 
through lhc.se collective ventures. 

The other problem about these efforts 
by the panchayat is related ic identifying 
hamals as the main in some cases, exclu¬ 
sive bencriciarics of the .social .security 
schemes. The Hamal Panchayat Las 
mobilised its members on occupational 
basis. There is nothing wrung ii. it as 
occupational identity provides the most 
concrete criterion for mobilisation. How¬ 
ever, the occupational identity proves 
problematic if it ri'placcs the overall .social 
identity of hamals. If the institutional 
infrastructure in terms of a clinic, shop, 
housing scheme, etc, is developed exclu¬ 
sively for hamals, there is a danger that 
their occupational identities would be¬ 
come all pervasive at the cost of their other 
identities It can be a welcome develop¬ 
ment especially with regards to caste 
divisions among hamals. However if 
hamals mainly come from the marailias 
such a possibility remains distant. In > iich 
a situation how will it be possible for the 
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hamals lo relate themselves to other op¬ 
pressed groups'? In other words what sort 
of an alliunec of hamals and other 
unorganised workers is imagined by the 
panchayui il occupational identities domi¬ 
nate their social space also? 

AsStX’lATING WITH Qnil-K 

UNORCANIStiO WoKKKRS 

The Hamal Panchayat has sought its 
own answer to the above mentioned 
question. By now most ol the es.scntial 
economic demands of the hamals have 
been fuiniled either through the stale or 
through their own efforts. It is at this 
juncture that the panchayat started asso¬ 
ciating itself with other groups working 
in the informal sector. It has emerged as 
a nodal agency for other allied organi¬ 
sations working among auto-rickshaw 
drivers, street vendors, rag pickers, con¬ 
struction labourers, etc. All these 
organisations are formally attached to 
the Ilamal Panchayat. Most of the 
credit for such association goestoAdhuv's 
leadership and the ideology that the 
panchayat has adopted owing to his lead¬ 
ership. 

Right since its inception the members 
cf the Hamal Panchayat participated 
in a number of social movements in 
Maharashtra. Adhav him.self led a number 
of movements challenging easte-based 
injustices and other forms of social 
inequality.^ Members of the Hamal 
Panchayat took an active part in all these. 
This helped in associating the hamals with 
other socially and economically oppressed 
groups. In one such incident the hamals 
joined the movement for rehabilitation of 
the devdasis where they offered the 
devdasisahhauhhet. Being male and from 
the maratha ca.ste, hamals can be a.ssumed 
to have a chauvinistic perspective towards 
these sexually oppressed (mostly dalit) 
women. TheirasstKiation with the devdasi 
movement helped a lot in rederining the 
hamals’ perspective towards gender is¬ 
sues. In other cases the hamals actively 
associated with dalits, bidt workers, dam 
affected, slum dwellers, etc, in their 
.struggles against injustices. The Hamal 
Panchayat mobilised its members on an 
occupational and economic basts. On the 
other hand it encouraged the members to 
participate in struggles against caste in¬ 
equalities. These .struggles addrcs.scd caste 
question as a crucial aspect of the trans¬ 
formative politics imagined by the 
panchayat. 
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A more fruitful and whole.some a.ssocia- 
tion of hamals and other oppressed groups 
emerged with their alliance with other 
organisations working in the same area. 
These organisations have emerged only 
recently during the 1990s. Once success¬ 
ful in mobilising hamal-s, Adhav and the 
panchayat consciously shifted their atten¬ 
tion lo other unorganised workers. They 
deliberately cho.se to formally associate 
these groups lo the panchayat. Most of the 
newly organised groups belong to the 
service sector. These labourers prove to 
be the most unwanted sections of the urban 
society. A majority of them are among the 
recent migrant groups to the city. Except 
the autorickshaw dri vers and to some extent 
the vendors the other groups do not have 
any resources at their disposal. Even the 
auto-rickshaw drivers and the street ven¬ 
dors get pushed to the periphery under 
changing economic conditions. The rap¬ 
idly growing Indian middle class needs 
and enjoys their services but d(K‘s not 
respect their right to survival. Some of the 
groups organised by the panchayat had to 
fight to acquire the status of a worker. The 
rag pickers for example arc not even 
regarded as workers as it was held that 
they do not engage themselves in any 
productive activity. These groups almost 
exclusively consist of lower castes with 
the aiitoriekshaw drivers coming from 
other backward classes and dalit castes 
while the rag pickers and construction 
labourers from among the dalits. There is 
a very high percentage of women workers 
among the two latter groups (Deshpande 
1999). 

The allied organisations have developed 
a similar pattern of their politics to that 
of the Hamal Panchayat. They make claims 
to the state for fulfilling their economic- 
demands and for lormalising their status 
as workers. Most of the groups have 
demanded protection under the Mathadi 
Act by expanding its scope or creation of 
a similar act for their occupations. Simi¬ 
larly they have been trying to expand their 
work in other urban centres of the state 
by orfinising statewide conventions of 
like minded groups. This, they hope, would 
facilitate a more effective intervention in 
mainstream politics on the part of the 
informal sector workers. At the same time 
they arc engaged in erecting their own 
self-help infrastructure as per the require¬ 
ments of their profession. Though the.se 
organisations function seperately on an 
occupational ha.sis, they share each other’s 
agenda because of their association with 


the Hamal Panchayat and its ideology. 

The Hamal Panchayat ’ s association with 
these organisations proves politically 
educational for the hamals. It has been 
observed that their association is not merely 
notional but the hamals actively partici¬ 
pate in the work of other organisations. 
In fact, even if the association remains 
formal it would definitely be helpful in the 
long-term politics on behalf of the infor¬ 
mal sector. Capitalist development in India 
has resulted in emergence of the contra¬ 
dictory class locations [Wright 1985]. As 
a result of these an occupational and social 
hierarchy is created even within the infor¬ 
mal sector. Hamals would perhaps be 
placed at the top of this hierarchy along 
with the rickshaw drivers. It is both be¬ 
cause of their economic status which the 
hamals achieved due to state protection 
and the rickshaw drivers because of avail¬ 
ability of capital and also becau.se of their 
high status in the traditional caste hierar¬ 
chy. In this background if the Hamal 
Panchayat works to establish a formal 
as.sociation of its members with, say, rag 
pickers (mainly consisting of dalit women). 
it must be considered as a very signiticant 
contribution to the politics on behalf of 
the oppressed. The Hamal Panchayat’s 
role as a nodal agency of organisations of 
other unorganised workers, helps in it to 
create a broad-based alliance of the.se 
workers. Against the background ot the 
failure olThc trade union movement in the 
organised sector, a political alliance of 
informal sector workers gains added sig¬ 
nificance. The Hamal Panchuyaf s work 
not only helps in transcending tendencies 
of economism in trade union politics but 
also ill expanding the ideological base of 
the movement. 

The Hamal Panchayat’s experiments in 
organising the unorganised point towards 
the possibilities ot mobilising large sec¬ 
tions of the urban poor primarily on the 
basis of their occupational identities. It is 
evident that urban poor mainly consist of 
informal .sector workeis. Effective .strat¬ 
egies for political mobilisation of urban 
poor need to be elaborated against the 
background of their completely distorted 
pattern of life and their lumpen status. The 
urban poor can lie characteri.sed in terms 
of unemployment or underemployment; 
inevitable choice of residential location in 
slums, unwilling detachment from the 
traditional bonds of (village) community 
and low caste status. All these factors 
contribute to their periphenal location in 
urban societies. It becomes very difficult 
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to mobilise the urban poor and make 
effective intervention on behalf of these 
groups. The task is difficult because none 
of these identities seem to be adequate to 
provide a viable political basis to their 
struggles. 

For example caste identities of the urban 
poor are neither completely lost nor are 
they fully expressed. Expres.sions of caste 
sy.stem in an urban, industrial economy 
prove to be complex. At macro level lower 
castes still remain attached to lower rung 
occupations. On the other hand the tradi¬ 
tional a.s.sociation between caste and oc¬ 
cupational hierarchy seems to be retained 
by the capitalist development. A more 
serious implication of this association is 
expressed when the lower, especially dalit 
castes seem to be insisting on having 
nuiiiopoly in lower rung occupation due 
to lack of possibilities of entering into any 
other respectful occupation I Everett and 
.Savara I993J. 

In short, capitalist development retains 
caste inju-siiccs and perhaps reinforces them 
in a more complex manner. Any efforts 
at mobilisation of urban poor or informal 
sector workers needs to address caste 
question but cannot rely on their caste 
identities exclusively. Similar is the situ¬ 
ation with slum-dwellers. Common liKal- 
ity and common conditions of life (in 
terms of lack of infiastructure) may create 
common bonds among the slum-dwellers. 
However, these bonds do not prove ad¬ 
equate for effective political mobili.s.ation 
because the other economic and .social 
identities tend to disturb their unity as 
slum-dwellers [de Wit 1996]. It will be 
significant to note that Adhav hud earlier 
tried to mobi lise the slum-dwellers in Pune 
during 196.')-7(). However he dropped the 
idea [Deshpande 1989|. The common 
locality of the urban poor docs not emerge 
as an adequate criterion for mobilising 
them. Therefore most of the experiments 
of organising slum-dwellers arc operating 
in pockets and arc dominated by the NGOs. 
It has not been possible to erect a .sustained 
and effective political movement on be¬ 
half of,thc slum-dwellers. 

The Hamal Panchayal’s efforts to 
mobilise the sections t>f urban poor on the 
basis of their (X'cupational identities prove 
to be crucial in this rc.spect. Occupational, 
economic identities of the urban poor may 
be appropriated to encourage effective 
political intervention on their behalf. The 
panchayat .seems to be operating on the.se 
lines with manual labourers as the vantage 
point. It has beer, supplemented by the 


panchayat’s understanding of the caste 
question and its attempts to bring it to the 
forefront. Most importantly the Hamal 
Panchayat works to create a broad-based 
alliance of these groups even if it organises 
the workers on an occupational basis. 
Becau.se occupational identities arc a 
concrete form of economic and social 
identities of the workers make the ap¬ 
proach of the movement is. At the 
same time the work of the panchayat tran¬ 
scends the constraints of practicality by 
accepting the role of a nodal organising 
agency of dillerent sections of the infor¬ 
mal sector. 

Struggles on behalf of the unorganised 
.seefions become more difficult under the 
present course of capitalist development 
in India. The existence of contradictory 
class locations creates divisions not only 
among the oppressed but al.so among the 
csiabli.shcd. The simplecoastructsofclass 
enemy do ni't work in .such a situation. 
Any effort of consolidation of strength on 
the part of the poor not only upsets the 
bourgeoisie but more significantly the 
middle class. The contemporary middle 
class in India does not sympathise with 
the poor. This was evident in ca.ses of 
Rickshaw Panchayat in Pune and the street 
vendors in Mumbai {Mahara.vhtra Time.i, 
May .1, I99K) Both agitations caused 
agonies mainly lor the middle class. It is 
in this sense that the present civil society 
in India is not only unsympathetic to these 
groups but IS keen on delcgnimismg their 
.social existence. Much cannot be expected 
from the state in this regard. There is a 
general agreement over the fact that the 
state will minimise its welfare re.sponsi- 
bilities in the coming period. It is going 
to be very difficuli forthe perip.heral .social 
groups like workers in the informal sector 
to force the .state to listen to their demands. 
Under these conditions thc.se stepchildrim 
of Indian capitalist development seem to 
have a weak fuinrc. 

Thcexperimeiit conducted by the Hamal 
Panchayat shows that collective, 
mobihsational strength is the only pos¬ 
sible weapon available to these groups in 
building up their struggles again.st the 
existing m«Klc of capitalist development. 
Therctom the panchayat has appropriated 
every possible strategy to mobilise and 
consolidate their collective strength. The 
panchayat works to retain state support by 
forcing the state to perform its welfare 
responsibilities. .Simultaneously it forces 
the civil society to recognise the existence 
of these groups and also forms the self help 


infrastructure to assert the identity of 
informal sector workers in arenas of both 
state and civil .society. As a part of its 
transformative political agenda the 
organisation also works for a broad based 
political alliance of the unorganised 
woikcrs and the poor. By combining the 
constructive with the agitational the Hamal 
Panchayat has developed a model experi¬ 
ment lor organising the unorganised. 

Notes 

(Tins pa|K-r is based on a dclailcd case study of 
Ihu Hamal Panchayat and allied organisations, 
undurlaken by llw author during 1998-99 The 
author is ihunkfiil to Maharashtra Foundation and 
Ahhiiiuv Hhashiihhyus Kendra. Mumbai tor their 
hnaneial assistance, and to the workers of the 
Hamal Panchayat lor then help .and co operation 
All references m this pu|N-r regarding the work 
ol the panchayat are from this study unless 
otheru'ise iiK-ntioncd | 

1 Vasaiit Deshpande had undeitakni thu.se 
surveys as a part ol his study of Hamal 
Panchayat during I9KS-Xb The study 
dociimcnled the work of the panchayat till 
l98,S-Kf. .See, Deshpande (19891 

2 Mathadis or head loaders in Mumhat mainly 
h.iil fronf the regions of western Maharashtra 
The inanitha identity of the maihudi'' makes 
them important fur the Congress politics in the 
stale The Mathadi Kuingar Dnion was 
esiahhshed under litu leadership ol Annusaheb 
P.atll. a veteran Congress leaders during iIk- 
Pl.SOs Bven today the union continue^ Us 
assoeiulion with the Congre.ss 

Buha Adhav initially woiked with the Sociuli.sl 
Part) in Maharashtra Latei he iiiiliulcd and 
developed the Hamal Paiiehayai and other 
organisations ol manual lahotirers Adhav sees 
the category of manual lahoiirers ('kushlakai'i', 
'.iiigainehanali kumgai') as u locus point lor 
political mohilis'ilion of the luwei class .and 
castes Ap-irl from his elfons at mobilising the 
unorganised workers, Adhav has liccn leading 
a nutnherof .social moscmcnis targeting ca.sic, 
class and gender inequaliiies He has 
eoniribnied a great deal in developing Pilule's 
anti-c.asle discourse 

4 la;vy is utilised for pioviding provident fund, 
earned leaves, bonus .uid compensation in 
cases of accident. Thc’admuiislr.itive*expcnscs 
of the mathadi niandals are also managed 
through the levy 

5 Among tlic anii-cusle movements imliaicd hy 
Adhav the most important was 'Ek Gaon Ek 
Panavatha Mohim'm which details m several 
villages demanded access to piihlie water 
supply Adh. \ .ilso played an active rule m 
the Nainiuilar movciiH-nt during 1977-80. His 
el forts to iiKibilise the lower caste ela.ss women. 
like devdasis and hidi workers must also he 
noted as a significant contribution to the 
women’s movement in India. AM effous ol 
uuibilisatiun initiated hy Adhav simultaneuiisiy 
focused on the ea.stc-elass gender injustices. 
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Working Class MUitancy in Endangered 

Sugar Industry 

Gopal Guru 

The sugar industry in its present co-operative-dominated form is under threat from the forces of privatisation 
and globalisation. Sugar factory labour, which has forged all-India solidarity, is fighting for the co¬ 
operatives' survival. The possibility of an alliance between the.se workers and the sugarcane cultivators, 
hitherto very inadequately mobilised again.st the threat, has become a real one. 


THE sugui industry in India has four main 
sectors the eo-operative, corporation and 
state sectors and the private sector. The 
co-operative sector dominates the sugar 
economy Of late, the co-operative sector 
and even the private .sector have been 
lacing a .serious crisis, including the pros¬ 
pect ol a complete collapse and suh.se- 
quent gobbling up by the forces of 
privati.sation and globalisation. The co¬ 
operative sugar mills are increasingly 
lacing the threat of closure. On the other 
hand, they arc also facing the prospect of 
privati.sation. 

However, the Indian state is Ending it 
difficult to go the whole hog with its 
project ol privatisation of the sugar co¬ 
operatives. It .still faces a challenge to this 
hidden agenda from sugar factory workers 
and sugarcane cultivators. The state has 
therefore chosen to adopt an indirect 
approach to privatisation. Maharashtra is 
in the forefront in this mission. The Shiv 
.Sena-Bharatiya Janata Party (BJP)govern- 
ment of the state has been making con¬ 
sistent efforts to bring about privatisation 
of the .sugar industry through the hack 
door. 

'fhe government has adopted certain 
strategics. First, it has been trying to 
privatise water resources, particularly 
medium and small dams.' One ol the 
leading industrial firms in the state did a 
survey in 1994 to find out the possibilities 
of privatising the water rc.sources in the 
state.* The government has al.so moved 
towards abolition of the cane /.oning 
system. Under this system, the state 
government has to re.serve a certain cane 
area for each sugar factory and it therefore 
becomes mandatory for a cane grower to 
sell his produce to the factory which 
controls this /.one. 

The purpose of the zoning system is to 
avoid unhealthy competition and prevent 
the monopolisation of cane by certain 
powerful sugar factories which in the 
absence of the system arc likely blatantly 
to use means which are cither scrupulous 
(paying higher prices) or unscrupulous 


(plunder) to acquire the cane. The employ¬ 
ment of such means would adversely al leet 
cane .supply to weak factories and their 
viability. 

Thirdly, the state government has been 
supporting the privatisation of electricity 
supply. Once the power .sector is privatised 
completely, the eo-operative sugar secioi 
would become vulnerable to harassment 
by such private owners of power utilities, 
particularly nuilimational corporations 
(MNCs), as may be interested in acquiring 
a stake in the sugar industry. It is due to 
this possible thieat that some ol the sugar 
co-operatives ai e planning to generate thei r 
own power from bagasse, a waste product 
of the industry ' As a matter of fact, the 
invasion of the sugar industry in India 
by MNCs has begun. Already, Gay & 
Turbo Co, ba.scd in London, has bought 
half the shares ol a private unit in Uttar 
Pradesh.^ 

Finally, it is alleged that the Sena-BJP 
government has been trying continuou.sly 
to create financial problems for the co¬ 
operative factories by withholding or 
delaying the pie-.sea.son loans which the 
Congress regime had first made available 
to them. If water, linance and power aie 
controlled by private parties, including 
MNCs, will the co-operative sugar .sector 
or even the private mill.v survive, particu¬ 
larly in the age ot globalisation? 

The market lor Indian sugar, even the 
domestic market, is likely to shrink even 
further because of one ollshoot of 
globalisation: the import of sugar, and 
with tariff exemption at that - even while 
excise and purchase tax arc levied on 
every hag of indigenous sugar.-'' As for the 
export market, it is worth noting tliat the 
US, which till 1997 was one ol the major 
importers of Indian sugar, does not have 
to import sugar Irom Latin America as it 
is now producing cane through genetic 
farming. 

Apart from such external dangers , the 
Indian sugar indu.stry is facing internal 
ones, which arc considered much more 
serious. Apart from delays in payment, the 


cane cultivators in dillcrcnt states lace the 
problem ol not getting fair prices for their 
produce. Moreover, they are subjected to 
illegitimate deductions from their cane 
bills, and the lad ol cheating in the 
weighing ol cane is an open secret And 
the farmers' hills are never paid in lime 
or at one go The co-operative sugar mills 
which are weak and sick have not been 
able to pay the cane-growers' dues tor 
months together. Such dclaulling tacto- 
ries are tound in Maharashtra, Karnataka, 
UP, Tamil Nadu and Gujarat. 

The cane cultivators are also lacing 
political and cultural problems. The sugar 
co-operatives all over the country have 
failed to democratise their power struc¬ 
tures. The lop 10 pet cent ol the share¬ 
holders, particularly the dominant politi¬ 
cal families, control the co-operatives in 
Maharashtra.^ While the largest share¬ 
holders tend to control the .sugar tactorics 
in Karnataka and Tamil Nadu as wcll,^ in 
Maharashtra what M N Srinivas calls the 
‘law of incumbency''' has peipetualed the 
rule of single lamilies over the sugar co¬ 
operatives. 

Factory Worki rs' Pi KiIII 

I'he plight ol the sugar factory workers 
is perhaps worse than that ot the cane 
growers, for the former arc facing the 
prospect of displacement from the r jobs. 
l,akh.s of sugar workers in the country 
have been facing total disruption ol their 
lives, particularly in recent years. This is 
due totheclosure ofeo-operative factories 
in most of the states. Moreover, sugar 
workers have not received their wages lor 
months on end. 

The sugar workers in the country have 
been seeking for several years, but in 
vain, wage parity with urban organised- 
sector laboui, standardisation of wages 
in the industry and gradation and proper 
classification of the workers according 
to skills Even the wage board recom¬ 
mendations which were brought into 
lorce in 1989 have not been implemented 
in many factories to this day.'' As a 
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maitci ot fad. iIil- siijjar workers have not 
demanded implementation, a.s they be¬ 
lieve the recommendations arc unfair to 
them ['he seasonal workers of some 
factories m I'P. Maharashtra. Karnataka 
and Tamil Nadu have not been getting the 
bcnelil ol letention allowance, house rent 
allowance or medical allowance, not to 
mention provident-lund benefits.'' 

Apart from these problems, the workers 
ol most of the sugar factories lack ad¬ 
equate housing. In Maharashtra the ac- 
comtnodation provided is sometimes 
dangerous in that the huts, arranged m 
rows, are made of bamboo material and 
are hence vulnerable to fire.'^ Industrial 
safely has been another constant problem 
in the sugar industry As the machines m 
the lactones, particularly in UP, have 
become very old. industrial accidents, some 
of them fatal, arc frequent. 

('l l IIVAIOKS' Ri.sponsi- 

During the period of globalisation, 
the peasant movement in the country 
has hail dillcrenees on the question of 
the new' economic policy (NKP). parti¬ 
cularly Us impact on the peasantry. While 
the peasants led by Mahindra Singh 
rikait ol UP and Nanjundaswamy ol 
Karnataka have opposed the forces of 
globalisation, the Shelkari Sanghatana led 
by Sharad Joshi is supporting them 
almost unconditionally.'' Hvery privati¬ 
sation effort IS a welcome move lor the 
latter organisation, w'hieh shows con¬ 
tempt lor the sugar co-operatives in 
Maharashtra. 

It IS not difficult to comprehend the 
Sanghataiia's agenda. It has been trans- 
patent ever since the NEP got under w'ay 
I'he Sanghatana hud once mu'Je the Indian 
slate Its object of contention because it 
wanted to secuie lemuncralivc prices for 
sugarcane But iiow that it wants to secure 
mternalionul prices lor cane it is trying to 
bypass the stale l-or the last lew years the 
Sanghatana's leaders have been invoking 
the peusunis' egos against the subsidisation 
ol cane cultivation, thus advocating the 
Iree-markei logic. However, the Shetkari 
Sanghatana has lost its strength in 
Maharashtra and is not able to mobilise 
the peasantry the way it used to in the mid- 
eighties. 

This authot's observation is that while 
the cane cultivators in the country are 
worried about the tale of the sugar co¬ 
operatives, at the moment they sec only 
mismanagement and corruption as major 
issues, failing to perceive completely the 
dangerof the co-operatives being gobbled 
up by global forces. 


This does not mean that the cultivators 
have given up protesting against the 
existing structure of cane prices. They 
have been agitating quite militantly, and 
this was evident from the agitation that the 
canc-growers of Sangli and Kolhapur 
districts (western Maharashtra) and 
Nanded district (Marathwada) carried out 
m IW.'"* The fact that the Sanghatana 
supported this agitation shows that it 
still finds it difficult to put forward its 
irec-market agenda for mobilisation 
purposes. 

This agitation was unique in that it 
was carried out autonomously by the 
peasants. The political parties confined 
themselves to support from the outside. 
Similar agitations tor more remunerative 
cane prices have been taking place in 
Karnataka, where the farmers have also 
been demanding the payment of monies 
due to them from the co-operative lacto¬ 
nes.''’ 

However, farmers’ agitations, particu¬ 
larly lho.se centred on cane prices, are 
all too often scuttled by shrewd factory 
managements, particularly private 
managements In Karnataka and (tp the 
managements offer the farmers certain in¬ 
centives like free seed and fertiliser.'^ In 
Maharashtra the co-operative managers 
use kinship tics and the language of 
patronage to smother the peasant’s critical 
consciousness. This language makes the 
cultivators unavailable for militant mobil¬ 
isation. It is due to the complex interplay 
of this language that peasant leader N D 
Patil could not effectively mobilise the 
canc-growers of western Maharashtra on 
the issue that their relationship with the 
co-operatives was only a seller-buyer 
equation and that no moral considerations 
came into the picture.'** 

There is a small section of the peasantry 
which wants to withdraw from sugarcane 
by shifting to some other crop which can 
fetch quick returns. Cane-growers through¬ 
out Maharashtra switched to soyabean 
culti vation in I ‘W6.' In UP cane was sold 
to ‘khandsari’ units, which make payment 
immediately, but some farmers still shifted 
to menthol production. However, such 
shifts are not taking place on a large scale. 
By anti large the farmers still stick to cane 
cultivation bccau.se it is less vulnerable to 
market fluctuations. 

Although the peasantry seems to be in 
favour of co-operatives, their mood has 
not been properly channelised by the 
supporters of the co-operative movement 
in the country. The oiganisation of sugar 
co-operative managers has been against 
the Maharashtra government’s privat¬ 


isation moves. But they are not seen to 
be making sincere, bold and persistent 
attempts to mobilise the peasantry against 
the state govijrnment’sdesignsortheglobal 
forces. As the Left parties are also in a state 
of political-ideological slumber, there is 
a political vacuum. 

Can the .sugar workers’ movement in the 
country fill this vacuum and give the 
peasantry a lead for protecting the co¬ 
operative industries? What has been the 
sugar workers’ response to the ongoing 
crisis in the industry'^ Does it differ from 
what was manifested during earlier phases 
of sugar-worker activism? 

Workers’ Mii.irANCv 

In view of the crisis in the indu.stry, the 
sugar workers arc now forced to fight not 
only for their own immediate survival but 
for the .survival of the industry itself. This 
has evoked high levels of militancy in 
terms of both form and content. This ever¬ 
growing militancy, directed at subversive 
forces at all levels, scorns to belie thcclaim 
made in the co-operative sugar factories’ 
annual reports to the effect that the sugar 
co-operatives look after the welfare of 
their workers.^** 

This claim is supported by some impor¬ 
tant re.searcher.s.“' But a sensitive scholar 
like B S Baviskar would like to qualify 
It as he is sceptical about the dcmiK'ratic 
dimension ol the sugar co-operatives. 
•Another scholar rightly sees working class 
militancy within the sugar co-operatives 
and questions the official thesis of class 
conciliation between the workers and the 
managements.^* 

However, this contestation ol the offi¬ 
cial claims by these scholars seems to 
be quite fragile. It docs not offer any 
.serious and systematic critical account 
of the official version, being largely 
impressionistic in nature.*^ Baviskar’s 
analysis, though accurate and specific, 
docs not help us to understand the working 
class response to the new challenges that 
have sprung up in the NEP phase and the 
threat of privatisation of the sugar co¬ 
operatives. 

Working class militancy in the country 
is not an overnight development. It has 
been the legacy of atrade union movement 
that struck early roots in UP and 
Maharashtra. In these states the sugar 
workers .started organised struggle against 
the private sugar mills’ owners even before 
independence.^-' After independence the 
sugar workers’ militancy seems to have 
been articulated in an organised form, and 
it also started operating at the regional 
level. Some of the sugar workers’ unions 
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took shape at the state level, but this did 
not make them less militant than the unions 
under the banners of the Indian National 
Trade Union Congress (INTUC), the Hind 
Mazdoor Sabha (HMS) and the All India 
Trade Union Congress (AITUC). 

For example, the movement led by the 
Mahasangh (Lai Nishan Leninist, a Left 
group in Maharashtra) showed extraordi¬ 
nary militancy on sugar workers' issues.-^ 
In Tamil Nadu, the sugar workers' unions 
are directly linked to regional parties like 
the Dravida Munnetra Kazhagam (DMK) 
and the All India Anna Dravida Munnetra 
Kazhagam (AIADMK).-’ Of late the 
emergence ol the BJP as a force in Indian 
politics has led to the emergence of unions 
affiliated to the Bharatiya Ma/door,Sangh 
(BMS) in some siigai units in UP and 
Gujarat.^'* 

In Maharashtra and Gujarat sugar work¬ 
ers’ unions arc recogni.sed tinder the 
Bombay Industrial Relations Act tBIR 
Act). 194K. If a particular union in an 
industry is recognised in terms of the act 
in a taluka, other unions cannot be bargain¬ 
ing agents in the factories within the 
taluka's jurisdiction. Because of thi.s. the 
Shiv .Sena and the BJP have not been able 
to torm unions in Maharashtra's sugar co¬ 
operatives. The .Sena-BJP government is 
now trying to make changes in the act. For 
want of such an act in UP, one can find 
between two and ten unions in a single 
factory in that state A similar situation 
prevails in Andhra Pradesh.'** 

In the early years, trade union activism 
in the Indian sugar indtrslry organised 
workers mainly at the factory level and 
centred Us demands on a bcttei wage 
stniciuic and industrial safety. There was 
no broader issue that could lorge political 
solidarity among the sugar workers even 
at the regional level. But today the .sugar 
workers' movement has established link¬ 
ages ol mobilisation between the regional 
and national levels. The formation ol the 
National Sugar Workers' Co-ordination 
C:ommittce brings out this broader char¬ 
acter of the movement very clearly. Sev¬ 
eral state-level unions which have feder¬ 
ated thcm.sclvcs are affiliated to this com¬ 
mittee in which the state-level federations 
arc represented." 

Another important departure from ear¬ 
lier trends is the fact that the sugar work¬ 
ers’ movement no longer makes its politi¬ 
cal position non-negotiable. On the con¬ 
trary, the movement consciously eschews 
isolated political efforts while it takes on 
its adversaries in India and abroad. It does 
not work under the burden of party dic¬ 
tation anu control, and.it is due to this 


relative autonomy that the sugar industry 
workers have been able to forge national 
solidarity. 

Another qualitative .shift in the political 
agenda of this trade unionism is that the 
unions' leadership has been organising 
not only the sugar workers but also other 
toiling .sections like harve.sters. transport¬ 
ers. landless agricultural labour, the agri¬ 
cultural workers .serving stale land cor¬ 
porations and loresi workers. This larger 
unity is found in Maharashtra. UP and 
Tamil Nadu.'* This organic intellectual 
dimension ol Ihe sugar workers' leader¬ 
ship, to use Gramscian terminology, shows 
that the sugar workers' consciousness is 
progressively moving away from narrow 
provincialism and towards universalism. 
This consciousness is also moving away 
from mere cconomism and towards larger 
social and political concerns. 

The sugar workers have shown interest 
in torging an alliance with the cane cul¬ 
tivators tor dealing with common prob¬ 
lems relating to the sugar industry. For 
example, the sugar workers ol Maharashtra 
underthe joint leadership of the HMS, the 
Mahasangh and to some extent INTUC 
have been collectively mobilising the 
peasantry on the question of lighting had 
tendencies in the co-operativq sugar units. 
This kind ol unity was evident in the 
workers-peasantry combined meets at the 
NiUihik and Paithaii state-level conferences 
held in I98X and 1989 and in 1997 " In 
some .sugar factories, like the ones at Killari, 
in Latur district, and Kannad. in 
Aurangabad district, .sugar workers, with 
cane-growers' support brought about the 
overthrow of corrupt managements in 
factory elections m 1989.''* This shows 
that the sugai workers and the cane- 
growers can make common cau.sc for safe¬ 
guarding the health of a factory. 

Interestingly. Nagnath Naikawedi. 
founder of the Hutalma Ki.san Ahir lactoi^ 
at Waive, in Sangli district, has been play¬ 
ing a .significant role in jointly organising 
workers and peasants in Maharashtra. 
Together with Kishorc Pawar of the HMS 
and Mahasangh secretary Madhukar Katre. 
Naikawedi, who is also secretary of the 
National Sugar Workers' Co-ordination 
Committee, tixik the initiative in organising 
a state-level conference at the Waive 
factory on December 13, 1997. Similar 
joint mobilisation efforts have been re¬ 
ported from LIP. Karnataka and Tamil 
Nadu. Sugar workers joining hands with 
the peasantry has become a possibility 
during the globalisation era. 

Another aspect is that there seems to 
have been a remarkable shift of late in the 


forms of protest adopted by the sugar 
workers' organisations. All overthccoun¬ 
try, the workers had earlier resorted to 
militant forms ranging from the Hash .strike 
to the indefinite strike even during the 
crushing .season. Today, it is only rarely 
that we sec workers resorting to that kind 
of protest action; the one-day strike and 
the bundh are in vogue. 

The national co-ordination committee 
seems to have used Ihe one-day formula 
very Irequetilly. parlictilarly in recent 
times. But the protest has an all-India 
dimension, and the workers' demands are 
universal rathei than local and merely 
economic. The demaiuls are negotiable 
and not extreme in nature. They arc 
couched in language which .shows con¬ 
cern lor Ihe viability of sugar units. 

It one looks at Ihe 24 demantis that the 
national co-ordination committee has 
recently submitted to Ihe central govern¬ 
ment, the detensive nature of the sugar 
workers’ trade unionism bectunes clear. 
This charier shows that the sugar workers 
arc now concerned about the very survival 
ol their means of livelihotKl - the sugar 
factories. It contains not demands as such 
hut suggestions for salvaging the sugar 
industry. 

In Maharashtra, particularly in Ihe sick 
sugar factories, this constructive working 
class attitude, has already been evident m 
quite a lew factories, like Ihe Gane.sh 
laclory, in Pamcr taluka of Ahmadnagar 
district - whose workers have accepted 
reduction ol their wages by 20 per cent. 

Yet another illusiralion Irom Maha¬ 
rashtra throws ample light on Ihe positive 
and constructive approach that the sugar 
worl.crs in India have adopted towards the 
crisis that the sugar industry is lacing The 
sugar workers (sleep boys. Held stafi and 
in some cases even the harvesters) have 
prevented cultivators from selling their 
cane outside the defined bounuaric.s 
(/.one) of their patent laclory. '** In other 
words harvesters and field workers have 
taken Ihe initiative to ensure a steady 
supply of sugarcane to the sick units in 
the state. 

The sugar workers’ collectives, particu¬ 
larly (he Mahasangh and the HMS unions, 
have shown a sense of urgency and stood 
against Ihe caste and communal lorccs 
from time to time and have thus tried to 
create a broader social and .secular con¬ 
sciousness among (he sugar workers." 
Most importantly, the sugar workers’ 
movement in the country has marched 
ahead with the common minimum under¬ 
standing that was considered necessary 
for facing the enemy collectively without 
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being tu//,y abnui tis own polilicul line. 
The movenieni has been atlcmpting with 
success lo dissolve internal political dil- 
Icrences lor the larger cause. At the .same 
time one iniisi also take note ot the limi¬ 
tations that the sugar workers' movement 
IS sullering liom The movement is lacing 
mipoitani challenges 

f'liAi 11 sill s Hi'.ioKi. Unions 

The challenges that sugar workers in the 
country seem to be lacing arc both exter¬ 
nal and internal. Among the external ones 
is the rule ol the state, which has been 
trying to suppress the growing militancy 
ol the movement. For example, the UP 
government, whether led by Mulayam 
.Singh. Kalyan Smgh or Mayawati, is 
alleged to he in lavourol the privatisation 
ol co-operative nulls.It is alleged lo be 
taking decisionsthal lavourihe millowners 
and not the sugai workers 

In ramil Nadu, the role of the slate 
has been even more repressive. When the 
sugar workers protested against a govern- 
meiil move lo sell a co-operative lactory 
to private owners m IW.S. the police 
opened lire on the sinking workers. It is 
repoited that a worker was killed m the 
liring 

In Maharashtra, the Sena-BJP govern- 
meiii has been consistently playing an 
anli-sugar-worker role, which of course is 
politically motivated. It has created prob¬ 
lems about payment ol the arrears that are 
due lo the sugai workers.'**’ It has shown 
no urgency about solving the wage pro¬ 
blems ot the thousands of workers who 
are displaced owing to the closure ol sugar 
nulls It IS also alleged that the stale 
government has not been granting audi- 
i.’iiie lo sugar workers making demands.*” 
.Some ol die external challenges the sugar 
workeis ate lacing come from the peas¬ 
antry For examitle. the cane-growing 
peasants aie lepoilcd lo have severely 
beaten up sug.ir workers m Ciujaral 
some years ago and lollowmg this assault 
the sugar workers had lo leave the fac¬ 
tory."*- It IS also argued that government 
otficials m UP and the Sugar Mahasangh 
in Mumbai create nits among the sugar 
workers and thus undermine working-class 
solidarity."*’ 

One ot the serious, internal challenges 
the sugar workers' movement is lacing is 
that in some leading stales like L'P. par- 
iicularly in the private and corporation 
sugai nulls, the workers' union loyalties 
are hopelessly divided. There are several 
union.N in these lactones, the number in 
.some ca.ses going up to I ().'*'* The average 
nutrber ol unions m a factory is four or 


five "*' The millowners promote laction- 
alism among the workers by offering 
some peiks as bait. For example, the 
owners ol the Dhatnpur private sugar 
factory, in UP. are alleged to have helped 
a union leader to start his own small 
khandsan unit '**’ The owner of a sugar 
mill in Karnataka has helpedaunion leader 
to build a religious structure."*^ It is also 
reported by workers that the owner of this 
lactory tries to keep the workers in gotxl 
humour by distributing foodgrain and 
edible oil.'^** 

It IS the possibility of ‘lucrative bargain¬ 
ing' that makes sugar workers launch 
new unions. Multiple unionism pro¬ 
vokes liercc competition for member 
ship, and m the process it creates constant 
tension and enmity - which suits the 
millowners 

Although the corporation and co-op¬ 
erative mills in UP arc controlled by 
government ollicials. these officials, 
like the owners of private mills. Ian 
hostilities among the sugar workers tor 
the purpo.se ot dividing and dominating 
them.'*'* 

TIius, co -opiion of sugar workers through 
the process of 'lucrative bargaining’ takes 
a toll of the trade unions in the sugar 
indu.stry. Such co-option has been subtle 
in co-operative factories that are managed 
by boards ol directors, particularly in 
Maharashtra. The trade unions in some ot 
the old. well-established factories in 
western Maharashtra have been reduced 
to insigniltcance. They have been func¬ 
tioning as 'company unions'. It is alleged 
that the subordination of a workers’ union 
to a sugar baron of Sangli di.strict was so 
complete that the union undertook m 
writing not to go to the labour court against 
the lactory management. 

The workers' rcpre.scntatives on boards 
of directors, particularly in Gujarat and 
Maharashtra, do not truly represent the 
cause ol the workers. They arc nominated 
lo the general bodies of the boards, 
whereas it is only the core executive body 
that takes all the important decisions 
regarding the financial transactions of 
the factory.'” Secondly, the workers’ 
rcprescnialives make all kinds of com¬ 
promises with the managements for 
personal reasons.^- In a few factories in 
Maharashtra, however, the wiKkers rep- 
rc.sentatives arc reported to be represent¬ 
ing the cau.se ol the sugar workers sin¬ 
cerely and faithlully.'-' 

Yet another important limitation of 
the sugar workers’ movement in India 
is that it is divided on ca.ste. lingui.stic 
and regional lines. An impisrtant leader 


Irom UP lamented that the sugar workers’ 
movement could not concretise the con¬ 
cept ol ’worker’ in the sugar industry 
as the primary identity of the workers 
is rooted m their respective social and 
caste backgrounds. There are caste- 
based unions m sugar lactones in Tamil 
Nadu.*"* 

It has been the common experience that 
casteism within the lactory is promoted 
by the factory owners. In almost all the 
private factories in UP and Karnataka, for 
example, one tinds that the upper-caste 
workers arc employed in the key posi¬ 
tions, the dalils in manual work and in the 
sanitary division and the intermediate 
castes in the technical occupations. Due 
to such ca.stcism dalits are repoited to have 
floated caste-based unions m sugar fac¬ 
tories in Tamil Nadu 

Moreover, a section ol the sugar work¬ 
ers is affected by regionalism. In some 
factories m UP and Cufarat. where there 
is a lot of sugar worker migration, oiic 
comes acro.ss tension on the lines of region 
and language. In Gujarat there is a barrier 
between Marathi and Gujarati speakers.'’*’ 
In UP workers liom the western part of 
the state resent the workers from the eastern 
part.-'*^ Another important limitation ol 
the .sugar workers' trade unionism has 
been that the mainstream leadership has 
developed elitist tendencies and thus cre¬ 
ated a cultural „nd siKial gap between 
jeadership and rank and file. It is alleged 
that the leaders are not accessible to the 
common workers and that whenever they 
are available the common workers seldom 
understand the language spoken by their 
leaders. 

Due to this changing character of the 
leadership and the lack ot communication 
skills on the leaders' part most of the 
common workers arc not lully .iwarc ol 
the dangers ol globalisation. The workers 
may have participated in anti -globalisation 
mobilisation hut it would have been a 
passive sort of mobilisation -'''* 

Yet another limitation that the sugar 
workers unionism is sulfering Irom is that 
it has not been adequately .sensitive to 
employment opportunities for women in 
the .sugar industry. Fhc number of women 
‘workers’ in the sugar industry can 
be counted on the tips of one's fingers. 
One study shows that in a sample of 
82 sugar co-operatives there were only 
167 women.Women are employed in 
the sanitation departments or the guest 
houses of the factories. This indicates 
gender bias. 

Finally, the challenge before the work¬ 
ers is to enlist the support of the peasants. 
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who otherwise tend in most of the states 
to be indifferent to the genuine problems 
of the sugar workers where they arc not 
positively hostile. For example, the cane- 
growing pca.sants from Gujarat allegedly 
beat up some sugar workers a few years 
ago on the question of a strike.^’ In 
Maharashtra one comes across a domi¬ 
neering attitude on the cane-growers’ part. 
Very often the cultivators arc found in¬ 
flicting humiliation on the sugar workers. 
Actually, on many occasions the tension 
between the workers and the peasantry is 
implanted by the managers of the co¬ 
operative units and the owners of private 
mills. 

In recent years however, the National 
Sugar Workers Co-ordination Committee 
has assumed the responsibility of speak¬ 
ing for the cane-growing peasantry. This 
should help create mutual trust and con¬ 
fidence between the workers and the 
peasants. 

SOMMINC. Ul’ 

The sugar workers in India are planning 
to devote special attention and energy 
to four things. The first thing is the 
impact of the economic policy changes. 
The sugar workers' respon.se to the 
changes is uneven in terms of social base 
but encouraging. Independent political 
initiatives out.side the ambit of the main¬ 
stream political parties arc not enough. 
There is great urgency to strengthen 
both vertical and horizontal unity among 
the sugar workers in the country and 
abroad. What the sugar workers in l,atin 
America arc doing could serve as a 
model. 

The sugar workers' complex problems 
demand the preparation of a viable and 
promising political agenda - without, 
ot course, subordination to a political 
party. In other words, the agenda should 
be shaped not only by the top-level 
leadership but also by the creative re¬ 
sponses of the rank-and-fi le sugar work¬ 
ers. Hereafter it is imperative lor the 
sugar workers' leaders to keep formal 
party politics out of trade union activism 
and to invoke a new kind of trarle union 
politics that would open up social corri¬ 
dors among .several toiling components of 
the sugar industry. To achieve this broad 
community of the sugar workers not 
only in India but abmad as well, it would 
be necessary for the leaders to share 
information with the workers at the grass 
roots level, This would help the sugar 
workers’ movement to achieve .strength, 
confidence and solidarity, both national 
and international. 
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Labour Legislation and Social Justice 

Rhetoric and Reality 

Debi S Saini 

This paper attempts to articulate and understand the working of the labour relations law framework related 
to labour organisation and labour dispute processing as it stands structured in the Indian political economy; 
what does the working of the legal system actually reveal; what institutional processes and what forces 
exacerbate neutralisation of labour empowerment; who eventually benefits in the exercise; and what concrete 
manifestations of labour disempowerment processes are visible. The paper is an exercise in sociology of 
labour law. It is based on data related to .sociological reconstruction of some labour organisation cases 
taken from the actual field .setting. 


I 

Introduction 

PROVISION of opportunity to work for 
its people and providing for dispensation 
of labour justice to them arc important 
aspects of social justice responsibility of 
any state. In third world countries - and 
especially in a country like India - these 
aspects get added significance where a 
large percentage of people live below the 
poverty line’ and suffer from problems of 
unemployment and underemployment and 
commission of unfair labour practices 
(IJLPs)by employersagain.stthem. A mere 
8.3 per cent of the Indian labour force is 
organised, the majority of which mainly 
belongs to the public sector. It is estimated 
that not more than 2 to 3 per cent of the 
labour force i n India has access to assert ion 
of labourrights through collective bargain¬ 
ing prtKess. Working people in all societies 
- and more so in developing societies such 
as India-are highly vulnerable to exploit¬ 
ation at the hands of the inherently more 
powerful employers. As Otto Kahn-Freund 
rightly puts it; 

Typically the worker as individual has to 
accept the condition which the employer 
offers. On the labour side, power is 
collective power ...the relation between an 
employer and an isolated employee or 
worker is typically a relation between a 
bearer o.' power and one who is not a 
bearer of power. In its inception it is an 
act of submission, m its operation it is a 
conditionofsubordination, however much 
concealed by that indispensable figment 
of the legal mind known as the contract 
of employment [Kahn-Freund 1977, 17]. 

The individual contract of employment 
cannot challenge the unilateral rationality 
of managerial prerogatives. This gives rise 
to the need to allow labour to unite, form 
collectives, and thus struggle to alleviate 
its poverty on its own. Unionisation and 
collective bargaining he at the rout of most 
labour relations issues. Interestingly, 
Article 23 of the Universal Declaration of 


Human Rights adopted by the United 
Nations as a common standard of 
achievement for all people in all nations 
rccogni.scs the legitimacy of union rights. 
It provides, among others, for everyone 
“the right to form and to join trade unions, 
for the protection of his intere.st.s”. 

Democratic states consider the organi¬ 
sation of labour struggle as an important 
human right and a basic condition to 
building an enlightened society. In regard 
to uplifting the conditions of the poorer 
sections of .society, the Indian Constitu¬ 
tion commands law in the model not of 
"politics of pnxluction” but of “produc¬ 
tion of politics” [Burawoy 1985] and a 
programme of action for empowering thc.se 
sections, including labour. Ironically, 
however, studies of social justice and 
“poverty studie.s” are still a “nascent 
enterprise” in India [Baxi 1988: x]. The 
Indian labour law system projects the 
rhetoric that these laws will work as 
important instrument for empowering the 
powerlc.s.s and the downtrodden so as to 
realise the cherished goals of the Con¬ 
stitution. All branches of the state are 
enjoined to facilitate the realisation of 
these goals. A large number of labour laws 
were enacted in independent India to 
operationalise the constitutional vision, 
and the labour bureaucracy was entrusted 
the role of ensuring compliance of the.se 
laws. In the developed world.'especially 
the UK, voluntarist labour law frameworks 
have been nurtured, particularly till the 
beginning of Thatcherism. The Indian 
system, however, reflects a centrifugal 
labour-justice model. The state has also 
reserved for itsel f tremendous discretionary 
powers in certain aspects of labour-ju.stice 
dispensation, especially in the area of 
labour relations law. The Indian judiciary 
has, undoubtedly, played a salutary role 
in progressive articulation and inter¬ 
pretation of the scope of these laws. 

In any discussion on labour relations 
law as a tool for poverty alleviation, it is 
important to ask how far this law has 


actually worked towards realisation of its 
projected goals of uplifting the powerless 
in securing for themselves labour and social 
justice. Ironically, most labourlaw research 
in India is doctrinal; hardly any empirical 
accounts of labour law in action are 
available. Even law and .society research 
in general has nut made any advances 
[Baxi 1988; Dhavan 1989]. Also, most 
labour law .scholars have used hortatory 
and instrumentalist arguments, often 
failing to distinguish between symptoms 
and causal roots. In order to make lav/ an 
effective kx)l of poverty alleviation, it is 
neces.sary that lawyers study law in con¬ 
junction with social sciences. Justice 
Brandies has gone to the extent of saying 
that a lawyer who has not studied eco¬ 
nomics and sociology is very apt to become 
'a public enemy [Clark and Wedderbum 
1983:30]. The working ol the legal system 
is often presumed by law scholars, without 
demonstrating it. We need to understand 
the dynamics of the concrete processes 
through which conspiracies ate engineered 
by vested interest groups to allow labour 
to remain impoverished. This necessitates 
a socio-legal explanation of legal concepts, 
institutions and mechanisms. Very few 
studies in India have focused on labour 
law sociology [Saini 1999; Ramaswamy 
1984]. No understanding of legal working 
is possible “without a consideration of 
where power lies” [Kjonstad and Wilson 
1997: iii] and without appreciating that 
implementation of law is a process in 
which dominant political values are subtly 
imbibed. Sociologists of law have empha¬ 
sised that mo.st disputes in societies and 
organisations “arise out of power dif¬ 
ferential” [Edelman et al 1993] It is intri¬ 
guing to note that often the societal interests 
which ask for passage of certain social and 
labour laws collude to neutralise the real¬ 
isation of these very goals [Saini I99Sa]. 
Baxi (1995 and 1994) charges the Indian 
state of being a saboteur of labour laws. 
Technically though, the unorganised labour 
can u.se the protective framework, but the 
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legal system so works that it does not com¬ 
mand enough political power to do so. It 
is not suggested that effective legal action 
has no limits: but the important question 
IS, can these limitsbe moderated toenhance 
the political power of labour - especially 
unorganised and semi-organised. 

This paper attempts to understand the 
working of labour relations law framework 
related to labour organisation and labour 
dispute processing as it stands structured 
in the Indian political economy. It answers 
questions, among others: what does the 
workingof the labour relations law actually 
reveal; what institutional processes and 
what forces exacerbate the neutralisation 
of labour empowerment: what role does 
the state and its agencies play in securing 
or denial of labour justice; who eventually 
beneOts in the exercise; what concrete 
manifestations of labour-disempo werment 
processes are visible. It suggests, how the 
labour disempowerment process can be 
stopped to operationalise the constitutional 
projections. Many answers to the.se 
questions are based on Findings in a larger 
research [Saini 1999], which involved 
reconstruction of 33 collective labour 
disputes (listed in Table 1 belonging to 
private sector. Of these four cases were 
live conciliation cases (Nos 30 to 33) in 
which the author had participated. Most 
of these related to smaller- and medium¬ 
sized establi.shmcnls where workers were 
organised or semi-organised. This re.seaich 
represents the First comprehensive analysis 
of the working of the Indian labour 
adjudication model. 

II 

Legal Framework of Social Justice 

The Constitution of India - the super- 
ordinate law of the land - guides all legis¬ 
lative. executive and judicial actions in the 
country. In its preamble, the Constitution 
seeks to secure to the people, among others, 
“justice, social, economic and political... 
and liberty of thought, expression...” 
Article 19 (I) (c) of this grand norm 
guarantees to all citizens a fundamental 
freedom “to form associations and unions”. 
Part IV of the Constitution is titled 
‘Directive Principles of State Policy’, 
which are directions to thfe state to opera¬ 
tionalise a scheme of social justice and 
upliftment of the downtrodden guided by 
the basic postulates of welfare state. 

Article 38 (I) directs the state to strive 
to promote the welfare of the people by 
securing and protecting as effectively as it 
may a social order in which justice social, 
economic and political, shall inform all 
institutions of the national life. Article 39 
ordains that “the state shall, in particular. 


direct its policy towards securing - (a) that 
citizens... have the right to an adequate 
means of livelihood; (b) thad the ownership 
and controlof the materialresourcesof the 
community arc so distributed as to sub¬ 
serve the common good...; (d) that there is 
equal pay for equal work....” This chapter 
of the Constitution also obliges the state 
to provide for; right to work (Article 41); 
just and humane conditions of work and 
for maternity relief (Article 42); a living 
wage, and conditions of work ensuring a 
decent standard of life (Article 43); and 
participation (through legislation or 
otherwise) of workers in the management 
of industrial organisations and establish- 
ments(Article43A).The directive principles 
are considered so important that they have 
been described as the “soul of the Con¬ 
stitution” [Dhavan I989:xxii]. 

Premised in the framework of the 
directive principles, the four main branches 
of labour laws in the country provide a 
large number of central (federal) labour 
statutes. These laws can be classiFicd into: 
labour relations; wages; social .security; 
and conditions of work. Labour being a 
.subject in the concurrent list of the Indian 
Constitution, the 25 .states and seven union 
territories of India have in some cases 
enacted their own labour laws over and 
above the central laws to suit local 
situations and power realities. Central and 
state labour enactments in the country add 
up to more than 2(X). In fact. India is being 
viewed as a society where labour is over- 
protected through law. Despite that, the 
cases of labour law violation arc many; 
so much so that often when one sees the 
working conditions of the unorganised 
labourers, it appears as if no labour law 
exists for them fSaini 1998; 1999: Patel 
and Desai I995J. 

The mo.st crucial aspect of labour laws 
in any country is the labour relations law. 
This branch of law enables labour to 
organise and struggle to secure scKial 
justice by striving for a just sharing of 
organisational gains. In this regard, the 
Trade Unions Act 1926 (TUA) and the 
Industrial Disputes Act 1947 (IDA) are the 
key labour relations laws in India enacted 
by the central legislature. These are over 
and above the guarantee provided by 
Article 19(l)(c)oflheConstitution, which 
envisages provision of union rights in 
general. The TUA is an important legal 
document, which provides for union 
formation in industries. Its provisions relate 
to conferring corporate status on unions, 
registration of unions, and their rights and 
obligations. Strangely, however, provision 
for union recognition was made in the 
TUA by way of amendment in 1947, but 


this has not been enforced till date. Today, 
recognition can be gained by a union only 
through show of Us ^rength. 

The IDA. like the TUA. applies to the 
whole country. It provides a model of 
conciliation, arbitration and adjudication 
of both rights (individual as well as 
collective) and interest .disputes. This is 
a colonial law, which was enacted in April 
1947. The IDA envisages compulsory 
adjudication of industrial disputes when 
parties fail to agree and the government 
so decides. The genesis of compulsory 
adjudication in India lies in Rule 81-A of 
the Defence of India Rules (DIR), which 
were promulgated by the British Indian 
government during the .second world war 
in 1942. Through this rule, the government 
provided tor maintaining industrial peace 
by restricting strikes and lockouts and 
through compulsory adjudication of 
industrial disputes. Even though com¬ 
pulsory adjudication was initially intended 
to be only a war measure, the government, 
however, formalised it in a more com¬ 
prehensive form later, by enacting the IDA. 
Leaders like V V Giii (later president of 
India) wanted the IDA to be replaced by 
a law that would promote bipartism and 
strengthen Vnions. The ruling Congress 
Party, however, found the IDA a useful 
instrument of containing or suppressing 
conflict. The IDA has now worked for 
more than half a century and has promoted 
state paternalism leaving unions weak and 
susceptible to bureaucratic inertia and 
manipulations. 

The IDA envisages a dispute prevention 
and resolution machinery, which mainly 
consists of joint committees of labour and 
management (works committee); con¬ 
ciliation officers wlio arc government 
ofFicers (without any autonomy from the 
government framework); and labour courts 
and tribunals, which are adjudicatory 
bodies. Unlike most labour courts and 
labour tribunals in western countries which 
are manned by many persons,^ adjudi¬ 
catory bodies under the IDA are manned 
by one judicial person only. These bodies 
are not bound by the civil procedure law 
and the evidence law in their process of 
investigation and settlement of industrial 
disputes. Nor are they bound to wear any 
formal dress like judges in normal courts 
arc. In reality, however, they follow court- 
like procedures, thus indulging in 
adversarial and not inquisitorial investi¬ 
gation and settlement of industrial disputes 
[Saini 1994]. Labour courts mainly 
adjudicate rights questions like dismis.sal 
whereas tribunals adjudicate mainly 
interest questions such as wages and 
allowances. 
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The disputant parties cannot activate 
jurisdiction of the adjudicatory bodies at 
will; the appropriate government - central 
(federal) and state governments in their 
respective jurisdietions-has the discretion 
of referring or not referring industrial 
disputes to these bodies. They cannot 
resort to strikcs/lockouts when a dispute 
is pending before an adjudicatory body or 
during the period in which awards of these 
bodies arc in operation. In fact, there arc 
hardly situations when parties have the 
freedom to strikc/lockout. It is rightly 
commented that the law of industrial 
disputes in India is so framed that a legal 
.strike is nearly impossible (Ramaswamy 
1984], especially if the state so dc.sircs. 
The government in its di.scretion al.so has 
the power to prohibit strikcs/lockouts that 
are in existence when disputes related to 
thc.se have been referred for adjudication. 
The enforcement of the awards of the 
adjudicatory bodies as well as seltlcmcnts, 
if not implemented by the party concerned, 
is the duty of the labour department created 
by the central as well as slate governments 
in their respective jurisdictions. 

The IDA prohibits the rcprc.scnialion of 
parties at conciliation through practising 
lawyers; however, lawyers are allowed to 
appearbclore the adjudicatory bodies with 
the consent ot the parties and the leave 
of the labour court/tribunal. In actuality, 
a large number of labour lawyers, union 
leaders and management consultants 
represent parlies before adjudicatory 
forums. This culture has promoted 
"legalism, consultationism, and govern¬ 
ment unions” | Bhaltacherjcc 1988: 2I2|. 
Due to widespread presence of the IDA 
in the dispute process, a large number of 
trade union leaders are runni ng consultancy 
services for workers by representing them 
before these bodies; in actuality, they have 
become brief-case union leaders |.Saini 
l99,Sb1, and harJIj involve themselves in 
the labour organisation prrKess. 

In case a settlement of the dispute is 
arrived at during the course of conciliation 
proceedings, the conciliation olTiccr (CO) 
IS obliged to register it if he considers it 
‘fair’ and ‘amicable' under .section 12(3) 
of the IDA. Such .setllenicnts are popularly 
known as 12 (3) settlements. These 
settlements have wide-ranging application 
and even bind those employees who arc 
not parties to them - and also thn.se who 
join the organisation later, during the period 
such settlement is in force. But a voluntary 
settlement under section 18 (I) of the IDA 
binds only the signatories to such a 
settlement. Hence both parties desire to 
goin for conciliated settlements - manage¬ 
ment for their undisputed applicability. 


and workers thinkingthat 12(3)settlements 
are more proper and legal. If conciliation 
excrci.se results in failure, the CO writes 
a failure report, and .sends it to the ap¬ 
propriate government, in which he states 
his own assessment of the dispute. The CO 
is also supposed to write a confidential 
report sugge.sting whether in his opinion 
the demands of workers or part of them 
should be referred for adjudication. The 
government often ba.ses its reference** 
decision on the recommendation of the 
CO, though it is not hound to do so. Thus, 
the conciliation system is intimately 
intertwined with the adjudication system. 

The powers of the COs appear small as 
they cannot impo.se their own views on 
the disputant parties. But the working of 
the IDA shows that these powers have 
been abundantly misused for corrupt or 
ulterior motives, many times guided by 
personal pecuniary interest of the CO or 
at the instance of the political executives 
under whose overall direction they work 
[Saini 1999). The COs also act as labour 
officers with duties to enforce awards and 
settlements under the IDA and the 
employers'obligations under other labour 
laws. This, of course, happens in other 
non-western situations as well (Hanami 
1980], Even though COs can intervene in 
any dispute only if they desire to do so; 
but in actual practice, they routinely 
conciliate in all individual and collective 
(rights as well as interest) disputes. The 
IDA provides that the parties arc Ircc to 
choose voluntary arbitration of their 
industrial dispute-both rights and interests 
- but they can do so before the dispute 
is referred by the government for ad¬ 
judication. Collective bargaining as well 
as arbitration of indu.strial disputes take 
place in the dense shadows of the 
adjudication system. The IDA provides 
certain protection for union members 
against dismissal and change in their 
service conditions during the pendency of 
disputes before any of the authorities, but 
this protection is grossly violated by 
employers. The 1982 amendment to the 
IDA imposed time limits within which 
adjudicatory bodies mu.st make their 
decisions. While referring a dispute for 
adjudication the government specifies the 
period during which a dispute is to be 
decided by an adjudicatory body; in case 
of individual dispute this pcriod.shall not 
exceed three months. These provisions 
have loopholes which lead to delay. In 
actuality, adjudication of collective 
demand cases have taken on an average 
37 to 49 months, which causes tremendous 
disappointment to workers [Saini 1992; 
Upadhyay 1995]. 


Ill 

Conciliators, Bureaucracy and 
Disempowerment 

As we noted, conciliation and adjudi¬ 
cation arc the two key sub-systems 
provided in Indian labour relations law. 
These are deeply intertwined. The former 
is the invisible stage of the latter, because 
the government's decision on which labour 
cases are to be referred for adjudication 
has its genesis usually in the outcome of 
the conciliation proceedings. Saini's 
(1999)study, however, locates alternative 
structures operating at the covert level, 
which explain the actual working of the 
conciliation system. The key as.sumption 
in aconciliation prrx^ess is that a conciliator 
is a neutral third party to ensure ‘fair' and 
‘amicable’ .settlement. However, .Saini 
(ibid) finds that this power is variously 
exercised; merely symbolically (Case No 
30, FIL); or fraudulently (Case No 32. 
KGK and Case No ?2. HPL); or even 
involving tyranny on labour (Ca.se No 33, 
PSL). All these cases involved weak 
unions, some wanting to remain in power 
with collusion with the employer and others 
wanting to represent the genuine voice of 
the haple.ss. semi-organised worker Those 
in the former category mostly had the 
patronage of the ruling political party. In 
KGK (32). the case involved two unions, 
the recognised one having tacit under¬ 
standing with the management. The rival 
anion's support rose to 90 per cent of the 
workforce. It sought recognition by asking 
for negotiation of its demand charter. Bui 
ihe CO u.scd his 12(3) power to see that 
the settlement was signed with the minority 
union. The CO neither investigated the 
dispute nor ensured the ‘fairness' of the 
settlement. His decision allov,/cd the 
corrupt union to continue with support of 
barely 10 percent workers. The daring and 
the cavalier way in which the CO signed 
'he 12(3) settlement with the knowledge 
of hisentire staff demonstrates the impunity 
and frequency with which such frauds can 
he practised. The CO did administrative 
manoeuvring to project a facade of legal 
form. The majority union could have 
challenged the settlement in the high court, 
but they did not do .sti due to several factors 
including: the union’s vulnerability, police 
and bureaucratic repression, and workers’ 
acceptance of the outcome of the case as 
their nemesis. The CO had been bribed 
and was favouring an illegitimate work¬ 
group. But more important than that 
was the fact that the recognised minority 
union was an ally of the political party in 
power. In thccase of smaller- and medium- 
sized unions, COs are often found 
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favouringunions affiliated lotuWngpartics. 
In PSL (33). the CO concerned was 
acting on behalf of the state chief minister. 
This case file corroborated horrendous 
tales of the repression of the union by the 
state. The employer used the weapon of 
the sack on 40 activist workers of the 
majority union, which had a mass support 
and had demanded recognition. The 
conciliation and labour administration 
power in this case were exerci.sed tyran¬ 
nically, which shifted the union agenda 
from recognition to protecting the dismis¬ 
sed workers. This happens in most 
situations of nascent labour struggle. This 
also happened in HPL (22), which led lo 
disastrous consequences for labour move¬ 
ment in the whole region (i e. Faridabad 
lndu.strial Complex in Haryana). In this 
case the CO committed a KGK (32) type 
of fraud on a majority union which created 
a bloody situation, ultimately resulting in 
police firing, in which eight workers died. 
The workers of HPL (22) have not yet 
recovered from the trauma. They had seen 
a demonstration of repression by state 
power. Even though HPL employs 800 
workers, it docs not now have a union. 

A strange kind oi fraud was noticeable 
i n SEW (28). where the CO showed a I alse 
12(3) settlement in the records. He used 
this us a base for a rccommendulion in the 
CO’s confidential report that "in view of 
the settlement which is in operation, the 
case may not be releired for adjudication, 
but be filed”. Interestingly, in this case the 
activist-workers of this small rstahlish- 
ment wanted to derive power through 
reference and not bargaining. 

A reading of the confidential files also 
showed that the CO had recommended 
reference of cases on extraneous consider¬ 
ations in many ca.scs. Since these recom¬ 
mendations are confidential, they have 
remained an untapped source to labour 
researchers. In tact, it is felt that it is 
impossible to gather hard evidence on the 
abuse of the adjudication system |Rama- 
swatny 1984: ]66|. Nearly in a quarter of 
the 38 cases, COs admittedly rejected 
reference for corrupt motives (as admitted 
by managements). 

It is noticeable that the conciliators have 
not done their duty well to ensure that 
parties enter into ‘fair’ settlements. Rather, 
they have allowed themselves to be used 
to disgui.se a corrupt alliance between 
vested intere.st groups. Labour, therefore, 
cannot hope for fairness in .settlements 
from just the favourable attitudes of the 
COs. The alliance is too internalised te be 
disturbed. Wheneverspontaneous protests 
emerge against inju.stice, the alliance works 
to.silence th<>m thrrviioh the inslittltionali.sed 


channels covertly designed as a part of the 
IDA (peace) model, which instead of 
administering siKtal justice helps the 
alliance carry out its vested interests. This 
also shows, as observed by Dhavan (1989). 
that overthe years the Indian state has been 
directly or indirectly privatised for the use 
of .some sectors of the political economy 
and to the exclusion - or partial exclusion 
- of the other sectors. It thus becomes 
doubtful whether a bureaucratic model 
like the IDA can change the future of 
Indian labouring masses. 

As Dhavan has pointed out, bureaucracy 
has contributed to corrupting the institu¬ 
tions to a point where they could not 
deliver substantive justice in the Indian 
political economy. This has lead to the 
emergence of privatised interest groups in 
various parts of the political economy, 
which the economists describe as rent- 
scckcrs. 

It is not just in developing countries but 
also in the advanced sy.stcms that bureau¬ 
cratic models stiller from serious lack of 
potential as instmments of social justice 
dispensation. Bureaucratic systems are 
known to sutler from the following: 

Overdevotion of officials to precedent, 
remoteness from the rest of the community, 
macccssihilily. arrogance in dealing with 
the general public, ineffective organisation, 
waste of manpower, procrastination, an 
excessive sense of self-importance, in¬ 
difference lo the led ings of inconvenience 
of citizens, an obsession with the binding 
authority of departmental decision, in- 
tlexibilily. abuse ol power, and a reluctance 
to admit error [Encyclopaeaia Bntannica 
mi Ml]. 

Bureaucratic power in labour relations 
is used in several ways: ensuring enforce¬ 
ment of awards of tribunals and settle¬ 
ments; recommending reference; prohi¬ 
bition of strikes under section 10(3)of the 
IDA; use of police force in containing 
workers’ protests again.si unfair cxcrci.se 
of this power. A review of the reference 
decisions reveals that in nearly 90 percent 
of the cases th»‘ reference decisions 
favoured the unions affiliated to the ruling 
party federations |Saini 19991. This is. of 
course, not lo deny the merits of these 
cases. But the same did not happen in the 
case of labour wings of the opposition 
parties. Bia.scd c.tercise of discretionary 
power was also noticeable in case of use of 
strike prohibition powerundcrscction 10(3) 
of the IDA. In six out of the 30 disputes 
that involved reference, the I0(3)-powcr 
was exercised. Strangely, in all the .six 
cases, 10(3) was used where unions 
involved were union wings of the op- 
nosition nartie.s. In manv similar eases 


where ruling party unions were involved 
this power w as not exercised, even though 
worse circumstances prevailed. 

Some scholars have observed that slate 
is pro-management in matters of deter¬ 
mination of capacity to pay, but is pro¬ 
worker in matters relating to termination 
IRamaswamy 1984]. Saini’s( I999)study. 
however, shows that it is not really so. It 
is noticeable from Table 2 that in 18 cases 
out of these which involved termination, 
the workers concerned were not taken 
back; and this happened even in some of 
those cases where the workers concerned 
won at the Supreme Court level. In many 
cases, unions involved were allies of the 
party in power itself; but they could not 
.secure rci nstatement. Forexample, in HPL 
(22) police firing left eight of the nearly 
5.(KH) workers, protesting against state 
repression, dead. The case eventually ended 
in a settleincnt after nearly one yearot the 
firing incident. Under the settlement 3SS 
striking workers were treated as terminated 
and only 80 strikers were taken back by 
the managemen! on getting humiliating 
assurances from them that they would not 
strike again. Afterall, we all try tominimi.se 
our frustrating experiences [lelswaart 
1980-811. That was why the striking 
workers .siglicd that .settlement, which in 
fact was entered into in the presence of 
the district administrator, the state labour 
comniis.sioner.andthcconciliationofficer. 
Interestingly, the ruling party in the state 
at that lime was Congress; and the union 
involved was also its ally. Still, they could 
not secure the help of the ruling party, and 
protect the interest of the labourers. 

Thus, as Sami’s (1999) .study shows, 
.state and management alliance is stronger 
than that between .state and ruling party 
affiliated unions. Thi.s .study .showed that 
wherever a union t ried to show it s indepen- 
den' status, it had to undergo the wrath 
of the management. The state has endorsed 
disciplining process of managements with 
phenomenal lawless methods, both by 
remaining a mute witness and even by 
active abetment. It never enforced even 
the symbolic protection available to unions 
by way of prosecution of managements for 
unfair labour practices (ULPs). Not asingle 
case of such prosecution was noticeable, 
whether or not unions involved were allies 
of the party in power. 

Another important area for action by 
labour bureaucracy is in ensuring reinstate¬ 
ment of dismissed workers as per court 
diicctions. Most such cases in small and 
medium organi.sation are settled for money; 
despite awards in workers’ favour, not 
even in I per cent of rcin.statement awards 
is the worker concerned actually taken 
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back. In AMT(5), reinstatement not come 
even after the Supreme Court’s judgment 
in the workers’ favour. When a.sked the 
reason tor it, Dharam Pal. a clerk in the 
state labour department, revealed that in 
.such cases the labour inspector concerned 
becomes a consultant to the employer on 
how not to implement the award. It is 
noticeable that the labour bureaucracy 
plays a significant role in perpetration of 
ULPs by employers and in eventually 
smashing the unions. Those who indulge 
in unionism must know through the 
narration of these ca.scs what it means to 
undertake union activities. 

One may argue that tho.se employers 
who have no political clout too suffer in 
the process. There is no controversy over 
the issue, and it is admitted that they do. 
Such employers too have to resort to ques¬ 
tionable practices in the processor bringing 
peace through nefarious means including 
bribing, and arc compelled to do so. But 
they have the softer option of colluding 
with the labour bureaucracy and/or the 
political executive. Small employers too 
lament the presence of corruption in the 
labour adjudication system. But eventually, 
it is they who benefit by preventing union 
sustenance. Ample evidence to this effect 
is available in regard to a large number 
of ca.ses which arc abandoned by workers 
• at the tribunal level [Saini 1999]. 

IV 

juridifleation and Disempowerment 

Since labour relations arc continuing 
relations, the literature underscores a 
mutual desire on the part of parties 
concerned to sustain this relationship, 
which often is described as analogous to 
familial relations. Labour scholars often 
caution again.st giving a dominating role 
to law or lawyers in it. Such legalism 
restricts the rule-creating potential of the 
actors involved in the exercise. The IDA’s 
restrictions on professional lawyers in 
representing the disputant parties at the 
conciliation and tribunal levels reflect this 
apprehension. Juridification implies a 
process by which legal intervention 
produces a tendency to distinguish between 
lawful and unlawful, and attempts to 
categorise all actions into these two 
possibilities [Clark and Wedderburn 
1983:188; Saini 1991], 

The working of the Indian labour 
relations model produces tangible mani¬ 
festations of the.se very apprehensions 
coming true. Despite experiencing dis- 
appttintmcnt, workers and even manage¬ 
ments believe in the inevitability of the 
IDA; and the possibility of developing 
alternative structures is ignored. Juridi¬ 


fication conditions parties’ behaviour 
when workplace issues are debated and 
negotiated. Employers may not disapprove 
of this happening as it proves to their 
advantage. It helps them prevent the 
powerless from uniting for struggle. And 
when they feel that labour is not prepared 
to become an immediate victim of it, which 
would be reflected in its greater alienation 
and thus inefficiency, juridification again 
helps the employers, as they indulge in 
bilateral bargaining under its shadows. 
With the sword of adjudication hanging 
over labour, prompting it to acquiesce 
settlement on management’s terms, 
workers are prone to give in. 

The large scale presence of consult- 
ationism through lawyers and briefca.se 
union leaders in the Indian labour relations 
context further reinforces juridification. 
Saini’s (1999) study reveals that 90 per 
cent disputes at the conciliation stage and 
86 per cent at the tribunal stage involved 
representation of workers by outside 
leaders. And, 45 per cent of management 
representatives at the conciliation stage 
and 97 per cent at the tribunal stage were 
outside management con.sultants or prac¬ 
tising labour lawyers. It is axiomatic that 
the working of the IDA model cannot be 
thought of without a tremendous incidence 
of lawyering; for, the propriety of parties’ 
action is determined through adversarial 
procedures. Given the fact that “the in¬ 
genuity of lawyers is endless" [Wedderburn 
1971: 8], it influences the attitudes of 
employers and unions produce towards 
labour law and law administering insti¬ 
tutions. and eventually workplace labour 
relations. The system thus radiates im¬ 
pressions, through the professionals, that 
justice can be administered exclusively 
through state created formal bodies. This 
projection is not just on account of the fact 
that the.se bodies proclaim authoritative 
determination, but also because pro¬ 
fessionals’ personal pecuniary interests 
are promoted by this approach, even as 
this leads to the marginalisation of labour 
power. 

Lawyers are “traditional elites” [Abel 
1973] and “repeat players” [Munger 
1990:604], having own interests and slakes 
in dispute riitcomcs. They exert significant 
influence on shaping the transformation 
of disputes. In the labourrelationscontext, 
their interests are often antithetical to those 
of the disputant parties, especially the 
weaker ones. It is simply for this reason 
that practising union leaders enter into 
alliances with employers and the state to 
serve their interest. Saini’s (1999)disputes’ 
reconstruction demonstrates ample 
evidence of their dubious role in the union 


smashing or weakening exercises of 
managements. This has led to union 
avoidance. These manipulations of pro¬ 
fessionals have become accepted business 
practices in the never-ending labour 
juridification process. The above study 
also reveals that in a small industrial town, 
the INTUC (Indian National Trade Union 
Congress) union federation, has 11 factions 
where each of these leaders is running 
labour law practice in the name of INTUC. 
Many of these leaders are not even on 
talking terms due to the exigencies of 
competitive business. One such leader 
remarked: “Our role as pleaders is so ab¬ 
sorbing that there is no time for organis¬ 
ational work.” The juridified atmosphere 
has its impact on the efficacy of the person¬ 
nel managers too. Those personnel 
managers who do not have knowlexlgc of 
law ate believed to be unsuccessful. Inter¬ 
estingly, despite appointing legally quali¬ 
fied managers when acase goes foradjudi- 
cation the management’s tendency to 
engage a professional labour lawyer is still 
very strong, for the jugglery which lawyers 
can produce in courts is beyond the imagin¬ 
ation of these legally qualified managers. 

The weakening of unions by the 
juridification pnKess is further reinforced 
when to it are added high incidence of 
unfair labour practices (ULPs) by the 
employers, and terminations by them for 
trade union activities, and the inability of 
the labour relations system to see them 
rqjnstated (Table 2). The processing of 
industrial conflict through legal channels 
has directed the labour power in India into 
thousands of individual cases and ques¬ 
tions. Presently, 4,47,195 labour cases are 
pending before various labour courts and 
tribunals in the country,^ most of which 
are individual termination cases, including 
those for participating in union activities. 
Feeling marginali.sed due to the union- 
disempowerment process, one of Saini’s 
respondents (a union leader) remarked: 

It is difficult to fight management power. 
I think strike is bad. It destroys the worker. 
We do not believe in militancy. Even if 
we get less than what is just, we accept 
that without fighting violently for the just. 
Instead of empowering union.s, the peace 
model thus empowers the dominant 
employers to intimidate labour and keep 
them away from the political process of 
realising industrial justice. Nader, a legal 
anthropologist, referring to such a use of 
law, rightly remarks; 

In i ndustrialised nation states, the weaithi^ 
members of a society override and super¬ 
impose their views on the poorer, less 
powerful sectors by means of the law. In 
the developing nations, law will play a 
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great pait in this determination because 
the law is fashioned to legitimate the status 
quo. 

The working of the labour relations law 
and the juridification produced by it 
reinforce such perspectives. Therefore, any 
discourse on the use of law to combat 
poverty and powerlessness has to begin 
from this starting point, otherwise it is 
likely to be hortatory and platitudinous. 

V 

Tribunals and Labour 
Marginalisation 

When the IDA was enacted, it was 
expected to provide a forum for promoting 
peaceful labour relations and minimising 
industrial conflict. It was also thought that 
awards delivered by them would enable 
unions to derive countervailing power, 
which is more necessary in political 
disputes such as interest questions in labour 
relations. 

It was expected of the.se quasi-judicial 
bixlics to provide; greater accessibility to 
the weaker side; more informal atmosphere 
than that created by the civil court culture; 
the use of specialist's skills of the labour 
adjudicators; and expeditious dispute 
resolution by minimising delay. These ob¬ 
jectives become more relevant especially 
in interest dispute resolution; they have 
been accepted even in the UK in relation 
to tribunal adjudication there, which mainly 
adjudicate rights questions [Olney 1997). 
If the tribunal framework can promote 
these objectives, that would surely aid the 
powerless unions in securing a more 
equitable sharing of organisational gains. 
Ironically, however, even the British 
experience has been reported to be not- 
too-encouraging in this regard [Dickens 
et al 1983]. The Indian scenario is much 
worse, being clo.se to total denial of any 
of these. 

Accessibility of labour tribunals is surely 
perceived by the actors, but perhaps it is 
because of their narrow definition of this 
term. So as to be labelled as accessible, 
adjudicatory bodies must demonstrate and 
promote the following expectations: the 
knowledge that a forum exists where dis¬ 
pute processing could be sought; percep¬ 
tion that (here are reasonable chances of 
success by activating that forum; bearable 
costs in processing of the dispute in terms 
of time and money; closer geographical 
location of the forum; availability of 
competent representatives to plead the case 
ot the party concerned; perception that the 
weaker party (mostly the workers) will not 
be victimised for espousing a dispute; and 
in the Indian context of the IDA, getting 
a successful reference of the dispute. 


Since getting nominated to labour 
tribunals is low on the priority of judges, 
a large numberof vacancies always remain 
in almost all the stales in India, which 
reduces accessibility. Asshown by Table 2. 
the system does not ensure union leaders 
espousing the disputes that they will not 
be victimised for doing so. It .shows that 
in only three of the 21 cases the dismissal 
action was withdrawn by the management. 
Interestingly, in two of the 18 cases, the 
workers could not be reinstated even after 
the Supreme Court of India found their 
dismissal wrongful and gave its decision 
in the workers’ favour. The employers 
concerned in thc.se cases indulged in ULPs 
to sec that the decrees of reinstatement 
remained unimplemcnted. 

Acces.sibility is further impaired when 
the tribunal output results in a high 
incidence of disputes abandonment by the 
powerless workers. In Saini' s (1999) study 
such cases were 40 per cent of the total. 
Even though the drspule statistics shows 
that peace has been recorded in these eases, 
it tells nothing about the circum.stances 
which led to such a finale. In fact, these 
ca.se.s involved complete smashing of 
unions, and the tribunal put its seal of 


approval on their demise when nobody 
responded to the call of the tribunal to 
appear before it on the appointed date, and 
the tribunal gave a 'no-dispute* award. In 
this study, 35 per cent cases resulted in 
settlement leading to ‘settlement awards' 
by the tribunal. A large number of such 
cases also tell the story of the vulnerability 
of the downtrodden in the labour relations 
process where labour submited itself to 
the wishes of the powerful after it felt 
humiliated by the commission of ULPs by 
the employers and the inability of tlK 
tribunal to protect it. Can we then say that 
the tribunals have demonstrated 
accessibility? 

The IDA confers freedom on the 
tribunals to innovate their own procedures 
in dispute processing. It is provided that 
they arc not guided by the civil procedure 
and the normal evidence law. Thus, they 
were expected to minimi.se the use of 
jargon and promote inquisitorial and not 
adversarial style of dispute investigation. 
They also do not have to wear a judge's 
dress which tmi promotes formali.sm. In 
order that tribunal proceedings become 
extended collective negotiations, tribunals 
need to promote relaxed hearings which 


Table 1; Listoe Retonsirwttjj Disputes 


Case 

Abbreviated Name 
of the Di.spute 

Name of the (Organisation* • 

No of 

Workers 

1 

H.Sl.* 

Highclass Sheets Ltd 

1400 

2 

CRIL 

Giant Rubber India Ltd 

1600 

3 

ECL* 

Essac Cotton Mills Ltd 

7IK) 

4 

AML 

Aman Meters Ltd 

210 

.*) 

AMT* 

Ardil Machine Tools 

1.50 

6 

JSF* 

Jazz Steel Fastners Pvt Ltd 

1,50 

7 

TCC 

Technique Consultation 

140 

8 

PML 

Print Machines Ltd 

45 

9 

APL* 

Avis Production Pvt Ltd 

52 

10 

ASL* 

Ashok Synthetics Pvt Ltd 

420 

II 

BIL 

Bask India Ltd 

12.50 

12 

BCM 

Bhushan Carbon Mfg Co Ltd 

.530 

13 

HVG* 

Himalaya Vikas Glass Pvt Ltd 

695 

14 

EL* 

Equipments Ltd 

450 

1.5 

PHL 

Partap House Ltd 

155 

16 

UMM 

Union Machinery Mills Ltd 

75 

17 

.SKC 

Swostik Engineering Co Ltd 

220 

18 

RVL* 

Robin Vikas Ltd 

125 

19 

OEW* 

Otn Engincenng Works 

i:o 

20 

SKW* 

Swan Knitting Works 

250 

21 

UAL 

Uma Automobile Ltd 

70 

22 

HPL* 

Hammer Private Ltd 

800 

23 

UCB* 

Unique Conveyci' Belts 

140 

24 

ARL 

Asish Rubber Ltd 

80 

25 

CEW* 

Cast Engineering Works 

45 

26 

O.S* 

Oshima Steel 

3.50 

27 

FRF* 

Frontal Rubber Factory Pvt Ltd 

90 

28 

SEW* 

Sidhu Engineering Works 

45 

29 

FAP* 

Ferguson and Allied Products 

30 

30 

.SL* 

Sahnis Ltd 

IK) 

31 

HL 

Fanning India Ltd 

480 

32 

KGK* 

Kanwar G Khemka Ltd 

950 

33 

PSL* 

Parikshit Steels Mills Ltd 

700 


Notes: * Coses in which services of union leaders were terminaled in relalion to the labour dispute. 


** The real names of the employers have been changed and pseudonyms arc being used, to 
conceal their identity, os promised. 

Source: Saini (1999). 
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must also be so peruei ved by the disputants. 
Surely, compared to civil courts they have 
promoted ini ormali sm; but becau.se of their 
training as judges, they are more or less 
tollowing the civil procedures and the 
evidence law. This is exacerbated by the 
fact that all tribunals suffer from work 
overload. More importantly, however. 
intere.st dispute processing is a matter of 
political decision-making; formalism 
becomes a hindrance in this process. 
Though the IDA provided that the tribunals 
couldmakeuscoftwocxpertsforcompre- 
hending a dispute, evidently to promote 
expert investigation and minimise legal¬ 
istic interpretations, such expert assessors 
have rarely been sought or appointed. 


From the workers' point of view, 
especially the downtrodden and powerless, 
pr^ably the most important expectation 
from the tribunal is expeditious handling 
of disputes without delay. As noted earlier, 
the period of delay is so high as to virtually 
deny the benefit of tribunal adjudication. 
Delay is caused by the Juridifying 
atmo.sphere in the ambience of which the 
tribunal functions. Despite fleeting mani¬ 
festations of governments' concern, no 
one has taken concrete steps to restruc¬ 
ture this labour relations model. This in¬ 
difference is becoming more prominent in 
the new era of globalisation, which has 
relegated social Justice agenda to the 
background. Baxi (1988, 1994) looks at 


this problem as a wider crisis in the Indian 
legal system. He charges that justice 
dispensation is a low national pnority on 
the state agenda. Consequently, it has led 
to situations where the labour adjudication 
system is used by the powerful actors to 
see that their adversaries watch their doom 
in conciliation proceedings and adjudi¬ 
cation procedures. Surely, the delay 
question impoverishes labour struggle. 
Union leaders who become victims of the 
management’s power of sack cannot wait 
for years together for justice, that too to 
see that the tribunal confirms the dismissal 
order on a technical interpretation or 
delivers an award which the labour 
bureaucracy cannot implement. 


Tablh 2: Cases Invc'i-vinu Termination of Workfjis Due to Pursuit of Union AcrivmES 


Name 

and 

Case No 

No of Workers 

Dismissed/ 

Suspended 

Whether Reasons for 

Union is Ally Termination 
of Parly (Real) 

in Power 

Whether 

Taken 

Back 

Remarks 

HSUI) 

2 union activists disinis.scd 

Yes 

Violence during strike 

No 

Lost at tribunal 

HCL (3) 

6 union activists dismissed 

Yes 

Inciting strike 

No 

In a settlement were treated retrenched without getting 
any notice pay 

AMT (.S) 

47 union activists dismissed 

Yes 

Inciting strike 

No 

In a settlement treated retrenched without notice pay 

J.SF (6) 

8 union activists dismissed 

Yes 

Without enquiry • for 
espousing the dispute 

No 

Were paid money to leave the concern 

APL (9) 

1 worker and 2 union 
aiLvists dismis.scd 

No 

Union activities - under the 
false pretext of closing a 
section where they worked 

No 

One settled and left.Two fought up to the Supreme 
Court and won. But were made to resign after 
receiving compensation. 

ASL(IO) 

8 union activists dismissed 

Yes 

Union activities, on frivolous 
charges of beating a worker 
one km outside the factory 

No 

Managing director initially assured to take them 
back, but later on backed out. Case referred for 
tribunal adjudication. Was lost due to no proof of 
proper espousal. 

HVG (1 .t) 6 union office-bearers 
suspended 

No 

Inciting go-slow 

Yes 

Taken back as per a settlement. 

EL (14) 

2 union office-bearers 
suspended 

Yes 

Espousing demands 

No 

Referred to tribunal. They settled and left. 

RVL (18) .1 union office-bearers 
suspended 

No 

Inciting workers to participate 
in bandh against IR Bill, 1978 

No 

Two settled and left. One went up to tribunal 
and lost there. 

OEW (19) 5 union activists suspended No 

after reference, later dismissed 

Espousing dispute 

No 

.Settled their account and made to leave. 

SKW)2t)) 

17 union .'ictivists suspended 

No 

Inciting strike 

Yes 

After the dispute was referred and strike prohibited, 
workers came back to work, and in the package 
suspended workers were taken hack. 

HPL (22) 

4b .activists dismissed 

No 

Union activities 

No 

After nearly one year of strike, were treated retrenched 
without notice pay+330 more strikes treated similar. 

UCB (21) 

8 union leaders dismissed 

No 

Union activities 

No 

Settled their dues and left. 

CEW (2S| 

1 4 union activists 

No 

Union activities 

No 

Settled their dues, and were made to leave. 

OS (26) 

2 union leaders dismissed 

No 

Union activities 

No 

All workers resorted to 103 days strike. Strike 
prohibited, cased referred. Lost at tribunal. 

ERF (27) 

3 union leaders dismissed 

Yes 

Union activities - but charges 
of theft levelled 

No 

Made to leave and take dues. 

FAP(29) 

6 union leaders told to leave 

Yes 

Union activities 

. No 

Management paid Rs 2,000 to each to leave. 

KCiK()2) 

80 liMS activists suspended 
23 dismissed 

No 

Union octivitcs 

Yes 

Suspension of 80 MW revoked. 5 had left; 18 who 
were contesting at tribunal taken back on condition 
that they will support the INTUC onion. 

SL(30) 

6 workers suspended 

Yes 

Union activities 

No 

As a package deal mode to leave and settle dues. 

PSL (.1.1) 

40 workmen suspended 

No 

Union activities 

No 

4 settled and left, 36 contested at tribunal. 


Source: Saini (1999) 
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Even as the tribunals have failed to live 
up to their projected goals, their legiti¬ 
mating role is substantial, and thus is their 
role as a source of power. Saini’s (1999) 
disputes reconstruction have shown that 
major gaias through the tribunal rarely 
come to the workers. It was only in one 
case (PML, 8) that it happened. But here 
too the employer appeal^ in the Supreme 
Court and as the workers were getting 
worn out, the management managed to 
extract a settlement from them on terms 
less beneficial to the workers than awarded 
by the tribunal. Due to these experiences, 
the worker in general avoids the tribunal. 
In most cases where new unions arc 
involved the managements collude with 
outside union representatives at some stage 
of the dispute proce.ssing, which also results 
in the dismissal of the internal union 
activists. Sometimes, the latter arc al.su 
taken into the alliance. The union is thus 
wiped nut or becomes very weak, and the 
will to revive the labour struggle gets 
dampened or even extinguished. Most of 
the ca.scs of dispute abandonment at the 
tribunal or their .settlement at some stage 
of the tribunal proccedingsexpcrience this 
conscious labour di,sempowcrment 
exercise. 

Despite its severely debilitating impact 
on collective bargaining and, consequently, 
on labour, the adjudication system is fully 
entrenched in the Indian labour relations, 
and has integrated trade unions into the 
Slate apparatus. The responsible trade 
unionism preached through the IDA. thus 
results in their getting wiped out or crippled 
A large number of those who use the 
tribunal system are the first timers who .sec 
their doom in this model and decide not 
to use it again. Thus, the grist in the tribunal 
mill is a new union, which has yet to see 
in adjudication its nemesis. Strangely, 
however, even militant national union 
federations like the Centre for Indian Trade 
Unions (CITU), which is the trade anion 
wing of the Communist Party of India- 
Marxist (CPI-M), have become so ac¬ 
customed to the system in which they 
worked so long that they have not put 
forward any major challenge to its 
existence. It is rightly remarked that “a 
bird bom in the cage cries for the cage” 
[Sengupta 1989]. In fact, the National 
Commission on Labour (NCL) 1969 had 
recommended conferring autonomy on the 
labour dispute processing forums (indus¬ 
trial relations commissions) from the state 
apparatus. It also wanted these forums to 
be multi-member bodies with experts 
supporting the judicial members. However, 
a meeting of the state labour ministers 
called by the central government to debate 


the NCL's recommendations vehemently 
opposed any autonomy to these bodies, as 
it considered labour relations to be matters 
of law and order. Thus, this put a seal of 
approval on the status'quo. 

VI 

Concluding Remarks 

When labour relations get legalised, tliey 
arc beneficial to those who can develop 
in.stitutional skills to use them to their 
advantage. Lcgali.scd framework promotes 
burcaucratisation. and thus enables the 
government to prevent labour to unite and 
struggle for industrial equity and demo¬ 
cracy. Government’s first concern is pro¬ 
duction and peace at whatever .social cost. 
Consultationism. inherent in the IDA in 
the Indian context, produces management 
consultants and briefca.se union leaders. 
They help strengthen opportuni.stic 
alliances iKtwccn various power centres. 
And thus, they help in making the legal 
labyrinth more tortuous. The individual¬ 
isation of labour relations exacerbated by 
them further disempowers labour. 

The Dunlop Commission on Labour 
Relations, whic h was appointed to exami nc 
the state of industrial relations in the US 
in the post-Reaganomics era, also reveals 
a rise in the above tendencies in the US. 
Ibe commission has estimated that 70 per 
cent of US employers used outside con¬ 
sultants. and 40 per cent of the workplaces 
arc not able to secure acollectivc bargaining 
agreement after winning certification [US 
Department of Labour 1994). Personal¬ 
isation of labour relations also promotes 
conversionof industrial realities into legal 
questions. Especially, small and medium 
organisations show greater tendency for 
commission of ULPs. Thus, it becomes an 
instrument of pre.scrvation of the status 
quo rather than bringing any change in the 
condition of the powerless. Such an 
institutionalisation of legalism prevents 
dispensation of substantive justice to the 
poor; the law is prone to becoming merely 
a symbolic protection. 

Redistribution of power cannot come 
without struggle and conflict. The IDA 
model in India has enabled employers to 
effectively useiheirpolitical power through 
the structural contradiction of the IDA 
framework, as a resource for their own 
dominance. They used it as a Icgitimator 
of the practice of authoritarianism, fraud, 
and even tyranny on workers seeking 
redefinition of labour relations. It also 
enabled them to forge alliances for 
legitimation of structures and processes of 
power dispensation. 

Nonet and Seiznick (1978) divide legal 
development into three stages. In the first 


stage, the law is described as repressive 
and is patssively and opportunistically in 
the service of the predominant social and 
political forces as an instrumentality of 
coercion. In the second stage of its 
development, the. legal system attains 
'formal rationality', which they describe 
as autonomous law. In this stage, they 
claim that the law seeks to establish and 
prc.serve institutional integrity. In further¬ 
ance of this goal, the law "insulates itself, 
narrows its responsibilities, and accepts a 
blind formalism as the price of integrity.” 
In the third stage, law again responds to 
the exigencies of the .social environment 
as it had done in the repressive .stage, but 
this lime geared to meet societal needs. 
Going by the analysis above, the working 
of the Indian labour relations law shows 
that it is in the first .stage of Nonet .ind 
Selznick's legal development. Therefore, 
it is imperative that any di.scour.se on the 
use of law as an in.sirumcnt for combating 
poverty has to take note of such a role 
which law plays as a rhetoric and in reality. 

The most imporiant instrument of labour 
empowerment is strong unions, which can 
organi.se themselves to match the mana¬ 
gerial rationality in organising private 
industrial governments; juridification and 
its consequent fallouts counter such a 
possibility. It creates a labyrinth which 
empowers labour at one moment only to 
disempou cr it at the other. Kjon.stad and 
Wilson( 1997; vii) note .seven prcrcqui.sitc.s 
for achieving the goal of breaking the 
vicious circle that links poverty and 
powcrlcssness. These arc: (1) conducive 
national constitution; (2) opportunity of 
struggle provided by tribunals; (3) treating 
human rights as also the di.scuursc on 
poverty; (4) po.s.sibility of mobili.sing the 
poor; (.5) perception of danger by power 
wicldcr.s>if they deny rights to the poor; 
(6) mobilising altruism by the powerful; 
and (7)cncouraging non-pixtrto participate 
in.struggle against poverty. So far as labour 
struggle in India is concerned, only the 
conditions laid down by prerequisites (1), 
(6), and (7) arc fulfilled. Others arc fulfilled 
partially or not at all. 

In the given situation, can we identify 
concrete issues in alleviating poverty in 
the context of Indian labour. The following 
could be an agenda [Saini 1998] for 
reforms. 

(a) Comparatively, labour standards in 
India arc low. Ihe IDA and the con.sequent 
legalism produced has made labour-power 
weak in its fight for their enforcement. A 
large part of Indian labour does not get 
minimum wage. The Bhopal gas disaster 
tells us of the safety conditions in which 
they work. The first step that should be 
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taken is the enforcement cf laws relating 
to these. We need a programme of .social 
action for requisite .sensitisation of all 
concerned in this regard. Intellectuals. 
NGOs and international trade union 
movement can play a- useful role in this 
regard. 

(b) Any programme of action for 
enhancing labour power needs to evolve 
a better enforcement mechanism. Labour 
needs to be gi ven representation in carving 
out such an enforcement mechanism. 
■(c) There is a need for constant moni¬ 
toring of the implementation mechanism 
by rights groups at national and inter¬ 
national levels. 

(d) There is a need for .simplification of 
labour laws, and internalisation of such 
simplicity as a social value. In India, the 
National Labour Law A.ss(x:iation (NLLA) 
has come out with such a code. This can 
be a good starting point for tringing a 
complete labour law framework to the 
poor to facilitate their understanding of it. 
This code also has the agenda for partial 
de-juridification of labour relations. The 
Indian government must be made to 
seriously consider reforms on the pattern 
of this ccxie. 

(e) It is aKsolutely neces.sary to ensure 
autonomy of tribunals and conciliators 
from the state apparatus. This is perhaps 
the most difficult task in the Indian context 
as the analysis in this paper reveals. 

(0 There is a need for greater degree ot 
public intcre.st litigation for enforcing 
minimum labour standards and developing 
some basic pustulates of sound labour 
relations. It can be a very useful in.strument 
especially in the Indian context. But we 
need to involve those people who are 
genuinely interested in poverty alleviation. 

(g) In the globalisation euphoria, 
unionism and collective bargttining as 
values as also the values of welfare state 
and welfare economics themselves, are in 
a deep crisis. Researches in the UK reveal 
that pluralism has survived there, despite 
Thatcheri.sm and the fall i n the unionisation 
rate (Storey 1992). We need widcrpopular- 
isation of the perspective that unions are 
not fundamentally antithetical to global¬ 
isation philosophy. 

Notes 

[An earlier version of this paper was presented 
at a workshop on ‘Law and Poverty III; Law its 
a TihiI for Combating Poverty', organised by the 
Comparative Research on Poverty (CROP) pro¬ 
gramme of the International Social Science Council 
held at the Inicmatiunal Institute for the Sociology 
of Law. Onati. Spam from May 19 to 21. 1999. 
I thank CROP for inviting me to the workshop, 
and Else Oyen. Lucy Williams. Asbjom Konstad, 
Paul Spicker. and<2amilo Perez-Bustillo for helptul 
comm<‘nis. The usual disclaimers apply.] 


1 As per Ecimome Survey 1998-99 of the 
government of India, the Planning Com- 
mission’seslimateof populabonbelow poverty 
line (for the year 1993-94 which is the latest 
available) is 320 million, which is 36 per cent 
of ihetotal population of the country.These per- 
'%ntages for some other developing countries 
are: China 22.2; Philippines 35.7; Indonesia 
11.4; Malaysia 17.4; and Thailand. 8.1. 

2 In four of these 33 disputes, the author 
participated in conciliation proceedings. The 
remaining 29 were sampled from the total of 
19.1 interest disputes handled by the industrial 
tribunal in a live-year period. The disputes 
were reconstructed on the basis of records of 
the COS and the industrial tribunal and 
interviews of the disputant parties. The sample 
of 29 adjudicated disputes consUted of: (i) 10 
disputes which involved full-blown adjudi¬ 
cation; (ii) 12 disputes which were compro¬ 
mised and resulted in 'settlement awards’ by 
the tribunal; and (iii) seven disputes which 
were abandoned at the tribunal by the workers 
.and thus ended in the employers’ favour. 

3 See, for example, OIney (I99'7) for details on 
con.slituUonandsU'uclureoftabouradjudicatory 
bodies in European countries. 

4 The term ‘reference’ denotes the act of the 
appropriate government to send a dispute to 
tnbunol/labour court for adjudication. A party 
cannot approach these bodies directly. 
Government has the discretion to refer or not 
to refer a dispute for adjudicalio.i (Section 10, 
IDA) 

1 As on March 31, 1997. This number also 
includes ca.ses under section 33,33A and 33C 
of the IDA. 1'his figure was obtained from the 
unpubli.shed records of the ministry of labour, 
government of India. New Delhi. 
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New Technology and Textile Workers 

R C Datta 

This paper attempts to study two aspects of the relationship between new technology and employment 
in a composite textile mill in Mumbai. The specific objectives are to determine (a) the effect of new technology 
on employment at a unit level, and (b) the impact of new technology on the nature of work. 


Wage rates and jobs arc not exactly like 
other prices and quantities. They arc much 
more deeply involved in (he way people 
sec themselves, think about their social 
status, and evaluate whether they are 
getting a fair share out of society. Social 
institutions define acceptable modes of 
behaviour in the weighty context like the 
labour market. 

- .Solow, 1990 
The quest for labour security is a 
lcgitimatc...markct mechanisms may need 
to be circumvented in the interest of social 
values... Social progress and labour .stan¬ 
dards should not be sacrificed in the name 
of efficiency {Standing and Tokman 
1991:2]. 

Introduci ion 

THE 1990s will go down in the economic 
history of modern India as the decade of 
restructuring when global competition, 
deregulation, privati.sation, acquisition, 
takeover and merger- now fami liar horse¬ 
men of the corporate apocalypse - rtxic 
the business scenario. This decade will 
also go down probably as the ‘lost decade' 
of development, if development is to be 
identified as a means to .surviving as a.stale 
and a society. as.scrting its national inter¬ 
ests in the world economy. 

In this new economic environment of 
stabilisation and adjustment programmes, 
firms arc responding by introducing new 
technologies and workplace innovations, 
hiving-off businesses, retrenching work¬ 
ers and cutting costs. These new techno¬ 
logies arc supposed to engender economic 
growth by bringing about increasing levels 
of productivity, efficiency and profit¬ 
ability. The speed of operation, labour 
saving, accuracy, product variety, quality 
of product and reliability arc the must 
distinguishing characteristics of new tech¬ 
nologies from the management's point of 
view. However, major undesirable side- 
effects of new technology are related to 
its negative impact on employment and 
job impoverishment. 

Although scholars have been arguing 
that production of new technology and its 
positive impact on productivity and eco¬ 
nomic growth will generate many new 


jobs in the long run. whether those jobs 
will be tor the ones losing jobs at present 
is doubtful. Even Wassily Leontief admits 
that the emerging so-called knowledge 
sector will not be able to create enough 
new jobs to absorb the mi llions of workers 
displaced by new technology. He has 
warned that with the introduction of in¬ 
creasingly sophisticated computers, “the 
role of humans as the must important 
factor of production is bound to diminish 
in the same way that the role of horses 
in agricultural production was first dimin¬ 
ished and then eliminated by the introduc¬ 
tion of tractors". 

According to a behavioural .social .sci¬ 
entist: ‘The hi.slorical development of new 
technology can be viewed as a three face 
process with a niiiiiber of intermediate 
forms. F'or example, technology may be 
seen as having progressed from dependent 
machines (e g. bucket elevators), to .semi¬ 
automatic machines (c g, Jacquard loom) 
and, finally, to aulomatic machines (c g, 
continuous process technologies). Depen¬ 
dent machines were labour-saving tech¬ 
nologies from the workers' point of view. 
They were generally positively regarded 
as they ea.sed our physical burden and 
allowed our intellectual advancement. 
Scmi-autoniatic devices only required that 
we tend to their needs. These machines 
were no longer assisting us. We were, and 
in many cases still are, assisting them. 
These labour-enslaving devices require 
workers to perform semi-automatic tasks 
demanding little more than reflexive at¬ 
tention. The third phase in this history of 
technology may be seen from the workers' 
poi nt of vie w as the i ntroduction ol labour¬ 
replacing processes. This technology to¬ 
tally replaces the human element in per¬ 
forming the actual work. It removes the 
worker from the production process... 
Unfortunately, this phase also has the 
potential to devalue workers, undermine 
their power and skills, and displace many 
workers from their jobs” ICarlopio 1988]. 
In fact, even the economic justification of 
new technology has been questioned by 
some well known scholars. According to 
Le.stcr Thurow, .senior economist at the 
Massachusetts Institute of Technology, 


industry has nut been able to provide 
compelling evidence that the sought-after 
efficiency and productivity increa.se have 
taken place. Gary lAiveman of Harvard 
University have spoken about the utter 
failure of the highly touted technological 
revolution: ‘‘We simply can't find evi¬ 
dence that there has been a substantial 
productivity increase - and in some 
cases any productivity increase - from 
the sub.stantial growth in information 
technology.” 

.Still the fact remains that the new tech¬ 
nology is capable of totally replacing the 
human element ir> pcrlorming the actual 
work. The worker along with the stages 
of production process is removed. Work¬ 
ers are devalued, their power and skills 
are undermined and are displaced from the 
jobs. The pr^sibilily and feasibility of 
these displaced workers to get absorbed 
back into the labour market by re-entering 
the workforce are minimal. According to 
another well known scholar: ‘Technology 
displacement and the loss of job oppor¬ 
tunities have afteclcd the nation's (the 
US) youth most of all. helping spawn a 
violent new criminal sub-culture” (Rifkin 
199.')]. Balancing the much touted produc- 
ttvity gains due to new technology with 
its undesirable side effects in a developing 
country like India, seems a hopeless ‘chal¬ 
lenge'. 

Typically, economists have analysed the 
relationship between technology and the 
economy from the standpoint of firm 
a.s.suming ‘market' relations between man¬ 
agement and labour which are based on 
complete information, cnlorccablc em¬ 
ployment contracts, and conflicts resolved 
mainly by wage bargaining. Herein, 
management is assumed to make ‘correct' 
technological choices and hire labour at 
wages dictated by the market reflecting 
productivity associated with the human 
capital. 

However, it has been well recognised 
in the more recent rc.search work that the 
relationship between technology, manage¬ 
ment and labour is much more complex. 
The choice of technology and the way it 
is applied to work is a political economy 
issue primarily because the purposes of 
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managenicnt/i'Hjployci.s are not necessar¬ 
ily in consonant with those of workers. It 
is true that new technology is introduced 
by employers to increase productivity, 
enicieiicy and profit. However, incom¬ 
plete information on labour behaviour and 
incomplete operationalisation of enforce¬ 
able employment 'contracts’ result in less 
than optimal expectations from the techno¬ 
logy In im the management's point of view. 
This 'limitation' is made up by the man- 
ageiiient - which wants both quantitative 
efficiency and qualitative efficiency - by 
using new technology to wrest control 
over workers’ behaviour and speeding up 
the (low of work. 

In this paper, we have attempted to study 
two aspects of the relationship between 
new technology and employment in a 
compo.site textile mill in Mumbai. The 
specific objectives are todeterminc (a) the 
effect new technology on employment at 
a unit level; and (b) the impact of new 
technology on nature of work. 

The methodological framework of the 
study is based on our regular fieldwork 
in the last few years in the textile mills 
of Mumbai, where we have attempted 
understanding the effect of technology as 
regards employment, nature of work and 
textile worker. The methodology included: 

(a) On-site observation of workers on the 
job on different tcehnologics and stages 
of production. 

(b) Extensive interviews of workers, 
management officials and union officials, 
both individually and in groups. 

(c) Document inspection including inten¬ 
sive study of union-management agree¬ 
ments over new technology related and 
other issues over the years. 

(d) Understanding of production process 
and labour process with the help of on¬ 
site observation and discussions with 
supervisors. 

Riskarch Anai.ysis and Findinos 

One of the main advantages of new 
technolo’ty is its speed of operation. In 
.spinning, old technology .spins yam at a 
speed of 17,000 rpm while in the case of 
new technology the speed of operation is 
around 1,00,0(X) rpm. However, the cost 
of new technology is approximately six 
times that of old technology. The same is 
true in the case of weaving. On the old 
loom technology the weft insertion rate is 
around 250 metres per minute while with 
new technology the insertion rate is 1,800 
metres per minute. The cost of new tech¬ 
nology in weaving also is very high 
compared to old technology - approxi¬ 
mately 10 times more expensive. This cost 
disadvantage is made up by saving on 
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labour costs directly and also indirectly 
by eliminating some stages in the produc¬ 
tion process. 

Let us examine some of these charac¬ 
teristics of new technology in the ca.se of 
spinning. Tabic I shows comparative data 
on output and use of labour in the case 
of old and new technology in spinning. 
New technology yields a sevenfold in- 
crea.se in output per workerday and drastic 
decline in labour complement per day. 
It .should be noted that average wage 
rate also declines in the case of new tech¬ 
nology. 

Based on this data and some additional 
information on depreciation and interest 
rate, we have calculated the cost per kilo¬ 
gram ol yam on old and new spinning 
technology. This is shown in the 'Table 2. 
It is interesting to note that the cost per 
unit of yarn output is significantly higher 
in the case of new technology. Capital 
intensity goes up by approximately 2.5 
times which is made up by utilising only 
15 per cent of the labour involved in old 
technology. Power co.st goes up in the case 
of new technology but only marginally. 

In Table 3. we have shown changes in 
capital and labour cost per unit of output 
in weaving with change in technology 
from old to new micro-electronics ba.sed 
one. Labour input requirement in the fabric 
production process declines to 16 per cent. 
Capital cost per unit of output goes up 
more than two-and-half times as we move 
from technology A to technology C. 
Technology B is much more capital in¬ 
tensive. Labour intensity on new techno¬ 
logy has declined to less than one-fourth 
of its requirement in old technology. And 
finally, still, the total cost per unit of 
output as in spinning, has gone up by more 
than twice. 

It is, therefore, not surprising to know 
that ‘retiring’ workers voluntarily in this 
profit-making textile unit is fairly com¬ 
mon. When we consider the production 
process under different technologies, di¬ 
rect job losses are clearly indicated by the 
elimination of certain stages of production 
in the case of new technology. With new 


technology, simplex-interbobbin stage is 
eliminated and since yam is directly spun 
on to the cheases from the .sliver, winding 
is also not required. This reduces the labour 
requirement subsuntially apart from sav¬ 
ing in capital cost and the space occupied 
by the ‘interbobbin’ machines. 

Elimination of winding (in the case of 
certain counts) as a .stage of production 
process has drastically reduced the num¬ 
ber of women working in the department 
over the last two decades. However, with 
the introduction of new technology in 
winding (in certain other counts) employ¬ 
ment of women declined from 46 with 22 
badlics in 1978 to eight with nil badlies 
in 1997. According to the management, 
high capital invc.stmcnt in new technology 
requires a high level of machine efficiency 
(and very low down time) for technology 
to he economically viable and since the 
women can work only in one of the shifts, 
they have been replaced. 

Apart from saving labour directly by 
introducing new technology, there arc other 
workplace practices which can make labour 
redundant. One of thc.se new workplaces 
practices is multitasking which many a 
times goes under the name of multiskilling. 
However, .some critics call it work inten¬ 
sification. 

Table 2; Cost of Yarn by Spinning 
Teciin(h.ooy 


Old Technology New Technolug) 


Capital co.st 

3.97 

10.16 

Labour cost 

.3.33 

0.45 

Power cost 

5.65 

5 70 

Total 

12.95 

16 32 

Table 3; Cost op Cioto by Weaving 


Technology 



(Rs/yard) 



Technoloev 


A 

B C 

Capital cost 

2.87 

20.11 7.8 

Labour cost 

0.552 

0.134 0.135 

Total cost 
Labour input 

3.42 

20.24 7.94 

(weaver minutes) 1.66 

0.356 0.277 


Table I: Technology, Proouction and Labour: Spinning 



Old Technology 

New Technology 

Utilisation (per cent) 

97.3 

97.5 

Spinille.s/rotnrs 

32,256 

4,.560 

Average einployincnt per day 

248 

59 

Average wage rale (Rs/inonth) 

4,184 

4.040 

Output (kg/day) 

15,600 

26,000 

Outpui/workcr/day (kg) 

62.9 

457.6 

Power (kWh/day) 

28,500 

48,000 

Power consumption per unit of output (kWh) 

1 82 

1.84 

Cost per machine (Rs lakh) 

0.2 
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The existing work practice in the o\d 
om shed has been such that 14 looms 
ere operated by one weaver and a 
attery-filler. Work here is reorganised 
nd redistributed in such a way that there 
s no separate specialist battcry-rdler. Every 
vorker, i e, battery-filler or weaver, is 
lupposed to operate eight to nine old looms 
tnd also work as a battery-filler for the 
ooms allocated to him. Since the same 
.wo workers now arc made to work on 16 
lo 18 looms, many battery-fillers have 
become redundant. More than 60 posts of 
battery-fillers have been rendered surplus 
to be abolished. In modem management 
literature this is known as ‘functional 
Hexibility'. But, for many of its critics it 
is labour intensification. Since this prac¬ 
tice has generated labour redundancy and 
the ones becoming redundant arc very 
highly likely to go under ‘voluntary’ 
retirement scheme, ‘numerical flexibility’ 
is also achieved by the management. 
Numerical flexibility is in fact, in-built in 
‘functional flexibility’ and either of these 
results into job losses. 

Since the government of India, while 
giving a ‘human face' to the structural 
reforms, has given income tax exemption 
on voluntary retirement compensation, it 
becomes an incentive for the workers to 
opt for voluntary retirement. Once a unit 
avails the benefit of income tax exemption 
on voluntary retirement compensation 
of its workers, they are simultaneously 
required to ‘abolish’ those posts held 
by workers who have opted for volun 
lary retirement. In fact, the unit offering 
VRS ofen docs require more workers. 
Therefore, a unit may offer VRS to its 
permanent workers and simultaneously 
recruit temporary or badli workers who 
arc not only relatively less costly but arc 
al.so more ‘flexible’. Management control 
and worker flexibilities arc working to¬ 
gether. 

The question is, is the labour market 
rigid? Does labour legislation act as an 
impediment? It docs not seem so. A union 
management agreement has been signed 
on the above-mentioned workplace prac¬ 
tice, including voluntary retirement of 
redundant workers. 

The Politics of New Technology 
AND Work 

The old technology not only had a greater 
number of workers working with it, in 
addition the worker also had more control 
over his labour process. New technology 
has changed the nature of work. 

Typically, in the case of old technology 
in spinning there used to be a sider whose 
main job was to piece broken ends, a 


o fer-gauer, a jabber and a helper. Most What Does a Worker do After Taking 
of ihcir work involved their skills and Voi.untarv Retirfjhent? 

judgment based on experience on the job. 

Fixing and adjusting the speed of opera- As is well known, the government of 
lion was done manually. Piecing in old India, while introducing the structural 
technology is a manual function which is reforms in 1991. also created a National 


done by stopping the spindle by hand 
using skills acquired out of experience. 
Spindles were provided with individual 
breaks so that operative could stop it. 
Duffer-gaiter used to put empty bobbins 
and remove the filled btrbbins. He was 
also skilled enough to put thread from the 
interbobhin. 

In the case of new technology in .spin¬ 
ning there is no jobber, no sider and no 
dofler-gaiter.Thcreisan ‘operative’ whose 
main job is to put ‘sliver’ from the ‘can’ 
on to the rotor and lake care of the machine 
- keep it clean. There is a pieccr ‘carriage’ 
and an ‘auto-doffer’ mounted on the micro- 
clectronically controlled spinning ma¬ 
chine. The job of piecing is taken over by 
the piecer carriage which continuously 
keep moving over the spinning machine 
to locate thread breakage and pieces. Empty 
chcases arc loaded manually by the op¬ 
erative. The rest of the work is taken over 
by the new technology. Only when the 
‘piecer carriage' fails in piecing, the 
operative comes into action but only to 
clean the spinning box. Only piecer car¬ 
riage can do the piecing. The worker only 
helps the piecer carriage. Similarly, an 
‘auto-doffer’ moves continuously above 
the spinning machine and by using .sensor 
it takes diameter of the chease. If diameter 
is as per requirement fed in the computer 
programme it removes chease, keeps it on 
the conveyor - which is moving, and thus 
automatically gets dropped in a box, which 
is lo be taken lo weaving shed most likely 
by an erstwhile ‘skilled’ but now ‘rede¬ 
ployed’ worker. 

Finally, insofar as this new techno¬ 
logy also provides the means lo record 
fa.st accurate data related to production, 
efficiency and performance, it reduces 
the porosity of the labour process and 
thus constitutes a direct form of work¬ 
place control. A variety of parameters 
related to machine and man’s performance 
are displayed on a screen by the new 
technology. This includes prcxluclion in 
metres per minutes, running time of 
machine, number of dolfs, efficiency, 
production expected, cloth length in picks, 
production in picks, rotor/loom speed, 
number of piecing operation carried out, 
and operative's code, etc. Control is built 
into the technology itself through elec¬ 
tronic measurement rather than by elabo¬ 
rate rules, procedures and personal super¬ 
vision. 


Renewal Fund to pnrvide a ‘human face’ 
lo the reforms, which, the policy-makers 
declared “...will fully pmtect the interests 
of labour, enhance their welfare and equip 
them in all aspects to deal with the inevi¬ 
tability of technological change”. Over 
the last five years thousands of workers 
have lost jobs under voluntary retirement 
.schemes in the textile industry in Mumbai 
- both in National Textile Corporation’s 
mills and in private sector mills. 

What do these workers do after getting 
‘voluntarily retired’? Where do they go? 
Do they re-enter the labour market? What 
do they do with the voluntary retirement 
compensation? What are the .social impli¬ 
cations for the family and community? 
We have attempted to look into these 
questions at a micni level in Mumbai (and 
Maharashtra) by interviewing a sample of 
workers who opted for VRS in the mills. 
The main findings of our research in brief 
are: 

(a) Typically the workers have started 
working as casual labourers. Some of the 
VRS workers’ wives have started cooking 
and supplying tiffins to the workers still 
employed in textile mills. 

(b) Some of them have taken up jobs in 
the decentralised powerluom .sector in 
Bhivandi, Malegaon and Ichalkaranji. 

(c) Many of the workers have spent the 
emoluments under VRS in repaying debts 
and also on the marriages of their daugh¬ 
ters. It is not uncommon to observe that 
the dowry increases the moment a worker 
gets his VRS money, and quite a few have 
spent their money in drinking alcohid. In 
many cases the children have dropped out 
of school and some of them, along with 
their mothers, have started working in the 
unorganised sector. 

(d) It IS not uncommon to find a volun¬ 
tarily retired textile worker looking for 
work for himself or for his son outside the 
gate of the same mill within a year. 

(e) Very few workers have kepi their money 
in fixed deposits in banks and some have 
invested in a house in Ihcir village. 

(0 It .seems to us that the ones who had 
retained some links with their villages and 
the community there (by regularly visiting 
the village over the years and thus by 
absenting them.selves from the job) are 
doing relatively better. 

(g) Typically a worker in textiles in 
Mumbai who started working in a mill as 
a temporary learner and moved up via 
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badii years to perinanancy is hack as a 
casual worker in (he laixtur market in 
199()s. 

The number of early retirees from the 
tndustry in {;cneral is increasing and this 
trend may produce a massive social waste 
ol human potential and thus many people 
feeling cut oil' Irom any useful role in 
society. In this regard, we would like to 
mention that if some of the textile work¬ 
ers who after losing the job have gone 
hack to their villages and thus have been 
able to survive because ol their social 
network/ links with the land, there are 
quite a few who have not been able to go 
hack and have entered into illegul/crimi- 
nal activities. Probably this is the price 
society will have to pay when the firms 
introduce new technology to increase 
profit. 

CoNri.iisioN 

We find on the basis ol mill level data, 
that the so-called state-of-the-art techno¬ 
logy in textile is highly capital and power 
intensive. The technology is also highly 
‘labour-di.splacmg’ and ‘job impoverish¬ 
ing'. The Justification tor its introduction 
on the shopflfH)!' is dependent on these 
very labour displacing and job impover¬ 
ishing characteristics. The technology also 
acts as an instrument of workplace power, 
which the management uses to demystify 
worker centred skill and to replace lui*- 
man-based processes. 

The ones who are made redundant are 
given ‘voluntary retirement' and arc dis¬ 
placed. Mo.st of them have Joined the 
unorganised .sector us 'new poor'. Some 
who have been able to retain links with 
their land in the villages and .social net¬ 
work have fared a little better. 

In eficct. at micro level, our study shows 
that the unions have n(>t resisted introduc¬ 
tion of new technology in the mill and also 
could not inlluence the resultant work- 
reorganisation. The management has been 
able to vary quantity of labour (numerical 
flexibility), redeploy labour ('functional 
flexibility') and also been able to control 
the cost of labour through the use of‘badii’, 
or temporaries or by offloading work in 
the dccentruli.sed sector thus achieving the 
financial llexibility also. 

[I wi.sli lo (hank Bagarain Tiilpule tor his 
valuable help in the calculalions and cnin- 
incnts ] 
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REVIEWS 


India’s Foreign Policy and Beyond 

R^jen Harshe 

India in World Affairs: Towards the 21st Century by Usha Thakkar and 
Mangesh Kulkami; Himalaya Publishing House, Mumbai, 1999; pp xiii + 3!8, 
Rs 450. 


THE edited volume under review is a 
collection of articles of uneven quality on 
the diverse aspects of India’s foreign 
policy. After 50 years of independence, 
perhaps, it is absolutely essential to take 
a fresh look at India's foreign policy to 
appraise the changing status and role of 
India in world affairs. The relevance of 
such cxerci.se can as well be underscored 
by the fact that India is trying to find its 
feel in a rapidly globalising world. Hence 
any worthwhile analy.sis of India’s foreign 
policy during the past five decades can 
provide a useful background to under¬ 
stand the challenges of globalisation in the 
21st century. The book, as its sub-title 
suggests, is an effort in this direction. It 
starts off with a neatly written and prom¬ 
ising introduction from the editors. The 
book primarily has been written for stu¬ 
dents and .scholars in international .studies. 
To a limited extent, it also represents a 
quest by scholars to search fresh policy 
options. Collaborative studies, such asthi.s, 
in international relations have rarely come 
out from the areas outside Delhi. Indeed, 
the growth of international relations stud¬ 
ies in India would get stunted if its study 
remains confined to the Indian capital. In 
this context, any significant eh'ort to 
promote international studies outside Delhi 
has to be welcomed. And, on the whole, 
this effort is certainly significant because 
it has offered a reasonably comprehensive 
coverage to some of the main themes, 
issues and areas of India’s foreign policy. 
In view of these preliminary observations, 
we can proceed to capture the efforts at 
theorising foreign policy in this volume. 

Theorising Foreign Policy 

There are two essays, written by A P 
Rana and Rajesh Basrur respectively, with 
distinctly theoretical bearing and orienta¬ 
tion. In fact, Rana’s essay on the relevance 
of Nehruvian tradition to the post-cold 
war world is quite reflective. This seminal 
essay certainly has abundant potentials to 
generate debates among historiansof ideas. 
Rana, at the outset, shows a clean grip over 


the .scholarship of traditionalist persua¬ 
sion in international relations theory. Then 
he moves on to explore, subtly, the com¬ 
plex dimensions of normative contours 
that guided the notions of security and 
shaped India’s foreign policy. The choice 
of the term ’security’ in Rana’s text has 
been imaginative enough to incorporate 
developmental agendas of the developing 
countries. The most striking feature of this 
article has been its capacity to reconstruct 
the entire Nchm vian tradition on the basis 
ofNehm'sspcech.dclivcredin 1946. Rana 
argues, quite effectively, how systemic 
good and unit level protection were simul¬ 
taneously effectuated in the very manner 
in which Nehru operated India’s foreign 
policy in the then international .system. 
Naturally, this argument robs Nehru- 
vianism of its commonly attributed 
notion, i e, the policy of keeping aloof 
from great power formations. Having 
released the Nchnivian tradition from the 
clutches of the most mundane stereotypes, 
Rana has moved on to apply the essence 
of his formulation on Nehru vianism to the 
changing realities of international rela¬ 
tions. These realities include the growing 
asymmetry of power between the north 
and the .south, the emergence of New 
Northern Concert of Powers and the rise 
of hegemonies in international relations. 
Rana shows how going beyond non-align¬ 
ment is in conformity with Nehruvian 
tradition. In fact. Nehruvian tradition, 
according to the author, would allow us 
to sec the systemic challenge of our times 
both in substantive and real sense in order 
to find due place for the manifold devel¬ 
oping countries of the .south in the inter¬ 
national society of states. Further, it would 
also permit us to spell out more .sophis¬ 
ticated responses to hegemonies instead 
of condemning hegemonies with cuslom- 
aty rhetorical vehemence. In a word, Rana 
has succeeded in elevating Nehruvian tra¬ 
dition as a method of thinking while un¬ 
derstanding international relations. 

Rajesh Basrur has tried to interpret 
India’s foreign policy through a reformu¬ 


lation of neo-realist systems theory by 
relating varying levels of intensities of 
interactions among states. It was Kenneth 
Waltz who made the initial but fairly 
persuasive statement on neo-realist sys¬ 
tems theory in international relations. 
Accordingly, international relations con¬ 
sist of process and structure. The term 
process subsumes specific interactions 
among states such as diplomacy, trade and 
cultural exchanges while structure is a 
property of system alone and not of its 
individual members Since .structure is a 
dependent variable its role, and even 
relevance, in any .sy.stem is invariably 
shaped by the levels of intensity of inter¬ 
actions among slates under given condi¬ 
tions. Basmr has characterised India as a 
strong state within the subcontinental 
system and weak state in a global system. 
With the help of the basic tenets of nco- 
realism Basrur has analysed India’s policy 
at the sub-systemic as well as sytitemic 
levels. This exercise is both innovative 
and instructive. In addition to these theo¬ 
retical papers, like all the conventional 
writings, .scrurity is.sues and relational 
studies have taken the major bulk of the 
space in this volume. 

Security Issues and Rei.ational 
Studies 

The defence and security issues in India’s 
policy have been tackled competently 
by ShrikanI Paranjpe and Uttara 
Sahastrbudhe. Going beyond the con¬ 
ventional rcali.st approach Paranjpe has 
tried to place India’s defence policy in a 
wider framework. This has given him a 
space to as.scrt that the Nehruvian model 
was based on the logic of defence through 
dcvclopniciit. As this model received a 
severe jolt after the Sino-Indian dispute, 
India played greater attention to the se¬ 
curity issues. Some of the significant 
developments like the first nuclear explo¬ 
sion of Pokhran I (1974) and the devel¬ 
opment of Integrated Missile Develop¬ 
ment Programme were by-products of 
India's changing security concerns. After 
the 1980s owing to the rise of subversive 
movements in different parts, building a 
viable counter-insurgency strategy became 
an important part of India's internal se¬ 
curity strategy. In a thorough and work¬ 
man like presentation Paranjpe has 
analysed the role of diplomacy, economy 
and technology behind India's security 
strategy. He has also shown the impact of 
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the policy of economic liberalisation on 
defence and industrial policy. IJttara 
Sahasirabudhc's paper on India's nuclear 
policy is neat and tidy. It offers an 
unpretentious chronological analysis of 
nuclear policy. 

A number ol articles are essentially 
devoted towards the understanding bi¬ 
lateral relations. These articles have placed 
India's relations with China, the US, the 
former Soviet Union, Russia and Canada, 
in a perspective. Alka Acharya and 
G P Deshpande have provided a compre¬ 
hensive account of Sino-Indian ties during 
past 50 years. Their essay has underlined 
the reasonableness of the Chine.se position 
on the Sino-Indian border dispute. It has 
also given useful insights on post-.socialist 
China’s foreign policy. Dilip Mohite’s 
article offers a good narrative analysis of 
the continued security dilemmas of India 
that emanated from the manrwuvrings in 
the US foreign policy at the global and 
regional levels. ShridharShrimali has built 
a logical and neat argument to demon¬ 
strate how convergence of national inter¬ 
ests coupled with imperatives of defence 
and development cemented the bonds ot 
bilateral relations between India and the 
Soviet Union since the mid-1950s, whereas 
P L Dash's painstaking piece has brought 
home the significance of Indo-Russian 
trade and defence ties with the help of an 
impres.sivc array of empirical details. John 
Wood has offered a brief sketch of Indo- 
Canadian relations with reference to .se¬ 
curity, trade, investment, immigration and 
cultural issues. 

India's policy has also been reviewed 
with reference to important regions like 
south Asia, Indian Ocean, west Asia, sub- 
Saharan Africa and Europe. Nalin Anadkat 
makes a fervent plea for India's regional 
hegemony in south Asia; hegemony based 
on consent rather than force. Arunachalam 
highlights the growing geo-political sig¬ 
nificance of the Indian Ocean and the 
likely role of India in the ocean. Prithvi 
Ram Mudium in a critical historical over¬ 
view of India's policy in west Asia has 
mounted a scathing attack on un¬ 
imaginative Nchruvian framework that 
shaped India’s policy towards the entire 
region. Lxteating his critique well within 
the traditions of realist school, the author 
lakes a panoramic view of misconceived 
perceptions of policy-makers in India on 
the issues including Kashmir, Palestine 
and Arah-lsracli conflict. V S Sheth has 
ventured to trace patterns in Indo-African 
licsovera long-term historical pcriiMl while 
Parvati Vasudevan has underscored the 


increasing importance of economic times 
in the Indo-European relations. 

In addition, stray articles appear on a 
few more themes in the book. For in¬ 
stance, Anand Mavlankar has dealt with 
the changing economic compulsions be¬ 
hind foreign policy. HC Shukul hasoffered 
an account of decision-making process in 
foreign policy under different political 
regimes. Lionel Fernandes has reviewed 
the relevance and contribution of India’s 
non-alignment while Nandini Patel has 
assessed India’s record at the UN. Last but 
certainly not the least, an cs.say on India 
and the information order by Dipankar 
Sinha has taken a critical view of India’s 
desire to .seek integration within the as¬ 
cendant neo-lihcral capitalist order. Keep¬ 
ing the above stated essence of this work 
in the sight, we shall proceed to offer a 
critique of this collective endeavour. 

A Criiical Appraisal 

In a way, this volume reprc.scnts a state 
of the field of international studies in India. 
Even now, the impact of diplomatic his¬ 
tory, as a form of study and writing, is 
quite considerable on this field in India. 
Mo.st of the themes have been tackled in 
this study in the form of narrative analysis. 
Especially, the relational studies in this 
volume, at times, arc replete with dull and 
colourless descriptions. It is really a pity 
that in international relations studies, as 
they arc pursued in India, the form ol 
descriptive chronological analysis contin¬ 
ues to hold Its uninterrupted sway in the 
overall literature that is being churned out 
in the field. The book does not move like 
a worthwhile enquiry conducted with the 
help of existing theories, concepts and 
.schools of thought in social sciences. 
International relations studies emerge in 
this volume as a field insulated from other 
social sciences. Moreover, each narrative 
analyst has been arbitrary in choosing the 
period of analysis. Thu.s, Arunachalam’s 
essay shows no inhibitions in moving 
acro.s.s centuries whi le writing on the Indian 
Ocean whereas Sheth opts to highlight the 
patterns of Indo-African ties during the 
past 100 jcars, in a few pages. More 
prcci.se and well justified time spans with 
well thought out and specific issues could 
have rendered these exercises mote fruit¬ 
ful. Apart fnim this gap in time spans, in 
some articles, central themes with relevant 
issues and events do not gel correlated in 
any cogent fonn. Sometimes bold a.s.ser- 
tions and prescriptive overtones on the 
part of the authors tend to hamper a 


dispassionate view of the subject. Espe¬ 
cially, Anadkat’s project of promoting 
India’s hegemony through consent sounds 
unsustainable. 

While thinking about how India is 
heading towards the 21st century a men¬ 
tion of a few critical gaps in this collection 
is unavoidable. To start with, the book has 
offered theoretical perspectives emanat¬ 
ing from cosmopolitani.sm and neo-rcal- 
ism but there is no assessment of India’s 
policy from a Marxian perspective. A 
sophisticated Marxian analysis of foreign 
policy could have made the theoretical 
component of this study well rounded. 
Second, with the ongoing phase of 
global! sation, economic diplomacy as well 
as istiues pertaining to economy have 
started acquiring paramount importance. 
Articles touching upon major issues in 
international trade, economic and envi¬ 
ronmental diplomacy, technology and 
intellectual property rights in relation to 
India’s policy could have served this* 
purpose. Moreover, the book has related 
India’s policy with several third world 
regions except soiith-ea.st Asia. And in the 
context of the advent of regionalism in the 
post-cold war world, coupled with grow¬ 
ing significance of the organi.sations like 
the Association of South-East Asian 
Nations (ASEAN) in the international 
political economy, the absence ol .south¬ 
east Asia appears conspicuous in the study. 
Finally, the borders between domestic and 
intdmational are getting blurred under the 
phase of globalisation. Under the circum- 
.stances, India's foreign policy is con¬ 
strained to tackle problems that stem from 
cross-border terrorism and sub-naiional- 
ism. Further, the flow of arms, drugs, and 
refugees have their impact on domestic as 
well as foreign policy. Indeed, the forces 
of globalisation are linking sub-national 
and tran.snutional actors in queer ways. An 
article analysing India's foreign policy 
with reference to different aspects of 
globalisation could have led this volume, 
more effectively, towards the portals of 
the 21st century. 


Subscription Numbers 

Subscribers arc requested to note 
their Subscription Numbers 
Mentioned on the wrappers and 
quote these numbers when 
correspotidi ng with the circulation 
department. 
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Perils of Government Secrecy 

V Baiachandran 

Secrecy - The American Experience by Daniel Patrick Moynihan. introduction 
by Richard Gid Powers; Yale University Press, 1998. 


SENATOR Daniel Patrick Moynihan 
has never been fond of governmental 
secrecy. He has been carrying on a relentless 
struggle against the cult of secrecy and the 
activities of the American secret services. 
As early as 1961 he earned the displeasure 
of Hoover (who called him a ‘Skunk’) by 
writing that the FBI had “$ucce.s.sfully 
stayed away from organised crime”, its 
primary focus. He created a sensation in 
the early 1990s by calling for the abolition 
of the CIA and merging its functions with 
the state department for its failure to predict 
Soviet Union’s demise. He now sums up 
the result of his lifelong research into the 
ruinous effects of excessive secrecy in his 
new book. Secrecy - the American 
Experience. Not even the secret services 
cwtid complain that Moynihan’s objection 
to the cult of secrecy emanates from a 
personal or ideological refraction. In fact 
the CIA had even awarded him the 'Agency 
.seal medallion’ for demonstrating that 
“effective oversight of intelligence can be 
reali.scd in a democratic nation without 
risk to the intelligence priorities”. 
Moynihan as a member and later as vice- 
chairman of the senate intelligence 
committee (1977-85 ) and more lately as 
the chairman of the bipartisan commi ssion 
on ‘Protecting and Reducing Government 
Secrecy’ (1995-97) had all the access for 
his research. He quotes the commission’s 
observations: “Secrecy has significant 
consequences for the national interest 
when, as a result, policy makers are not 
fully informed, government is not held 
accountable for its actions and the public 
cannot engage in informed debate”. And 
he concludes, “Secrecy is for the losers”. 

Moynihan proves that the American 
people and the government have been the 
worst sufferers of this .secrecy culture, an 
atavism of the xenophobic h> stcria which 
had led to the 1917 espionage act and the 
Dulles-Hoovcr cold war gyrations. “East 
and west paid hideous costs for keeping 
matters of state closed to the people whom 
the states embodied.” The Mc(^arthy era 
paranoia which caused deep fissures in the 
American society and the endless debts on 
the greatest peace time weapon spending 
in the Carter-Reagan years which trans¬ 
formed the US from the world’s greatest 
creditor nation into a leading debtor could 
have been avoided had successive 


governments broken away from the secrecy 
culture and taken decisions on more 
transparent sources. In July 1975 Moynihan 
wrote for the New Yorker that the Soviet 
Union could not survive long due to its 
ethnic turbulence and economic mis¬ 
management. Four years later he predicted 
in Newsweek that the Soviet empire could 
‘blow up’. In 1984 he told the New York 
University graduates that America should 
be less obsessed with the Soviets. Not that 
Moynihan claims to be the first to echo 
such assessments. He quotes George 
Kennan’s famous ‘containment’ article of 
July 1947: ‘The Soviet power, like the 
Capitalist world ot its conception, hears 
within it the seeds of its own decay and 
that the sprouting of these seeds is well 
advanced.” 

And what did the secret studies assess 
during the same period? A 1957 top secret 
‘Gaither’ report authored by a committee 
led by Rowen Gaither, head of Ford 
Foundation (which was declassified only 
in 1973 ) found the GNP of the USSR to 
be one-third of the US and that it was 
catching up in coal and steel production. 
It wasodd that of the 100 people as.sociaicci 
with this report, very few were economists 
and hardly any with specialised knowledge 
of the Soviet sy.slem. ’This assessment, 
accepted by all including the intelligence 
community, became the keystone of the 
US strategic thinking in later years 
including the basis for the famous ‘mi.ssilc 
gap’ theory which necessitated arms bui Id- 
up. Allen Dulles told the US chamber of 
commerce in May 1958 that the GNP of 
the USSR, which was 33 per cent of the 
US in 1950, would be 50 percent in 1962 
with an annual growth of 6 to 7 per cent. 
Objections from economists like Warren 
Nutter of the Chicago school that the Soviet 
figures were propaganda, and that its 
growth rate did not even equal the Czarist 
period, did not impress the strategists. 
Significantly the senate foreign relations 
committee was told by Nicholas Eberstadt 
of the Amcncan Enterprise Institute in 
July 1990 that the estimates on Soviet 
economic output were always based on the 
US government statistics, especially the 
CIA’s. Henry Rowen of Stanford, who 
was chairman of the National Intelligence 
Council (1981-83), circulated a paper in 
1985 to some Reagan confidants that the 


Soviet economic growth was close to zero. 
Yet. the CIA said in 1988 that the Soviet 
Union’s per capita income was higher 
than Italy’s. 

Despite early indications of the likely 
impermanence of the Soviet regime, 
strategic policy to counter the Soviet threat 
was based on such studies conducted by 
secret services. Paul Nitze, architect of 
N.S 68 which had spelt out Truman’s 
‘Roll Back Soviet Regime' policy giving 
amilitary dimension short of war(as against 
the containment policy of Kennan to be 
achieved through economic and techno¬ 
logical means), told a CIA sponsored 
seminar in 1997 that the ‘.significantly 
inflated’ threat perceptions from the 
intelligence community had resulted in 
the hardening of the US policy. Kennan. 
addressing the same .seminar, had admitted 
that the intelligence assessments on the 
Soviet military intentions began sutfering 
a certain deterioration beginning in late 
1948. Even the Dolittle (1954) and the 
Clarke (1955) committees commissioned 
to look intothe functioningofthccxecutive 
branch and the CIA had found that covert 
action was getting in the way of accurate 
intelligence. Unfortunately, covert action 
became the cornerstone of the CIA’s policy 
as the cold war intensified, and intelligence 
churned out through coveit action became 
policy. 

Moynihan believes that the US assess¬ 
ments on the Soviet Union went so widely 
of the mark, in spite of capacity to access 
the best intelligence since the secret .sources 
could not be tested and .substantiated before 
acceptance as policy inputs. Excessive 
secrecy also affected the psyche of the 
American nation in the McCarthy and 
Vietnam era. He feels that much of the 
witch hunting of the innocents could have 
been avoided had the intelligence available 
with the .security services been revealed 
to the nation and the judiciary to focus on 
the perfidy of Rosenbergs, Alger Hi^s. 
Theodore Al win, etc. who pretended to be 
the victimsofarightist conspiracy. Secrecy 
became such an obsession with the mi litary 
that even president Truman was denied 
access to the ‘Venona* file on the crypto- 
analytical achievements against the Soviet 
Union which also contained evidence of 
the treachery of some 200 Americans. The 
same needless secrecy with the ‘Pentagon 
papers’ which revealed no operational 
details helped create a myth of an ‘ invisible 
.secret government’ during the Vietnam 
period thereby eroding government 
credibility. 

The ‘Bay of Pigs’ fiasco could have 
been avoided had the policy-makers studied 
an open public opinion survey conducted 
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by the Institute for International Social 
Research at Princeton in 1960which clearly 
ruled out any possibility of shift in the 
Cuban public’s allegiance to Fidel Castro. 
Signiricanily. the October 1961 enquiry 
done by the CIA’s inspector general 
(declassified only in 1997) .said, ‘TheCIA 
failed to collect adequate information on 
the strengths of the Castro regime and the 
extent ot the opposition to it, and it failed 
to evaluate the available information 
correctly.” 

At the same time, policy-makers chose 
to ignore recommendations of know¬ 
ledgeable persons, even defence specia¬ 
lists, towards a more open government. 
The special task force on secrecy by the 
defence science board (1970) led by 
Frederick Seitz, of Rockefeller University, 
comprising members like Edward Teller 
and Jack Ruina who themselves had 
designed and built weapons had mcom- 
mended; “More might be gained than lost 
if USA were to adopt unilaterally if 
necessary, a policy of complete openness 
in all areas of information.” 

Moynihan has serious doubts whether 
the policy of excessive secrecy had really 
protected even defence .secrets. He quotes 
Hans Bithe, who had taken active part in 
the Manhattan Project, telling Maryland 
University students in December 1994 that 
the Soviets would have been able to 
fabricate nuclear bombs in five years hut 
because of espionage they did it in four! 

The following two in.stances quoted by 
Moynihan arc very relevant even to Indian 
conditions on how intelligence and security 
establishments try to swerve national policy 
to suit their own assessments; 

- Secretary of state, Shultz, started getting 
feelers from Mo.scow that Gorbachev was 
interested in reductions in nuclear weapons 
but Langley had other views. Writes Shultz 
in Turmoil and Triumph - My Years as 
Secretary of Stale (! 993), “In Washington 
and especially from the CIA and its lead 
Soviet expert Bob Gales I heard the Soviets 
would not change and could not change, 
that Gorbachev was simply putting a new 
face on the same old Soviet approach to 
the world and to their own people. The 
Soviet Union is a despotism that works. 
Gates said.” 

-President Gerald Ford addressing the 
National Press Club (June 2. 1997) said. 
“Every year before the Defence Ap¬ 
propriation Committee began hearings in 
preparation for putti ng together a Dc fence 
bill, the members were briefed by the CIA. 
They had charts on the wall, they had 
figures. And their conclusion was that in 
ten years, the United States would be 
behind Soviet Union in military capability. 


in economic growth, in the .strength of our 
economy. It was a scary presentation. They 
were the best people we had, the CIA, the 
so-called experts. How could they be in 
error. I do not understand, but they were. 
Thank gocxlness they were wrong.” 

Fortunately all these come to light in the 
US which has a more open system of 
administration, withthethree independent 
organs trying to effect checks and balance, 
ortoquotcthcTowerCommission, operate 
‘in dynamic tension’, protecting the rights 
of citizens. As against this, we in India 
have developed a culture of hiding matters 
of the state from the citizens as well as 
Irom other organs of the government. 
Madhav Godbole, former home secretary 
had recalled how the home minister and 
his ministry were bypassed by the intel¬ 
ligence bureau in 1991-92 while holding 
secret negotiations with the ULFA. As a 
result, the home ministry's views were not 
considered while finalising a hasty 
‘agreement’ with the terrorist group. That 
the .so-called agreement passed into history 
more as a publicity stunt was evident by 
.subsequent events. Moynihan laments 
that the end of the cold war did not bring 
about an appreciable change in the US 
government’s attitude towards secrecy. 
While not advocating an end to .secrecy, 
he certainly .seescontinued disturbing signs 
in this information age when most of what 
is needed to decide policy is available 
openly. Classitication decisions in the US 
government increased by 2.2 million in 
1996. Open sources arc still often dis¬ 
counted. Moynihan chides the state 
department spokesman for blaming the 
CIA on intelligence failure overPokhran 
tests, considering this yet another indi¬ 
cation of secret intelligence deciding 
policy. Instead, the US attitude should 
have been based on the BJP’s 1998 election 


manifesto, which gave clear indications of 
the exercise of the nuclear option. If 
Moynihan feels so stifled with the 
American experience even with its elabo¬ 
rate system of checks and balances, 
Freedom of Information Act, Congres¬ 
sional oversight and Inspectors General, 
how would he react to the Indian situation 
which may perhaps be the standing 
example of Richelieu’s dictum, “Secrecy 
is the first essential in the affairs of the 
state”. Since 1947 the US intelligence 
agencies have been investigated by 12 
commissions, five presidential and seven 
congressional, the last being the 1995-96 
Harold Brown Congressional Com¬ 
mission. As again.st this, anything to do 
withthegovcmmentinIndiais‘re.stricted’ 
cither in ‘public interest’ or on ‘security 
considerations‘. Public access to the 
institutions of democracy is restricted and 
credentials have to be proved to gain entry. 
We keep matters ol state away from the 
public in ‘public interest’. We appoint, 
commissions of enquiry to probe govern¬ 
mental failure and choke them by denying 
access to vital documents on ‘national 
security’. We hide monumental intelli¬ 
gence failures in preventing incidents like 
the Rajiv Gandhi assassination from the 
public in the ‘interests of security’. Our 
intelligence agencies commit gravest errors 
of judgment like the ISRO ‘spy’ case, 
destroying the morale of scientists and yet 
go scot-free hiding behind a veil of ‘official 
.secrecy’. We keep vital matters of state 
away from the parliament. And we have 
a government which, while in opposition 
had wanted the intelligence budget to be 
revealed, now regressing into the dark 
labyrinths ot secrecy by inventing yet 
another addition to their lexicon of 
patriotism in tabooing criticism of RAW. 
as indicated during the Bnagwat episode. 
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SPECUL ARTICLES 


Restructuring Power Sector in India 

A Base Paper 


Pradip Banal 

Several countries, both in the west and in the east, developed and underdeveloped, have introduced reforms 
in the power sector. In all cases, restructuring revolved around the economic and institutional organisation 
of the sector and the advantages of introducing competition to raise the overall efficiency in the sector. 
In India, the reforms already initiated, at the federal level, have been the enactment of laws which enable 
setting up of regulatory commissions at the central and state levels: provide for separation of generation 
and transmission as distinct activities; recognise central and state transmission utilities as government 
companies; allow .setting up of private transmission lines within the overall supervision of operation of 
the government transmission utility; and provide for regulation of tran.smis.sion by the central and state 
regulators. Oris.sa and Haryana had initiated reforms before central legislation and others followed later. 
This paper attempts to study the initiatives taken in different parts of the world and the benefits of restructuring 
wherever visible. For India, the paper studies the present stage of restructuring and identifies the programme 
for the future. 


SINCE power cannot be stored for mar¬ 
keting but must be sold the instant it is 
produced, it was generally assumed that 
power sector had to be a vertically inte¬ 
grated monopoly of generation, transmis¬ 
sion and distribution. And since power 
was vital for every country, it was also 
assumed that the monopoly had to be in 
the hands of the government. Theoreti¬ 
cally, in acountry where generation, trans¬ 
mission and di.stribution are in the hands 
of public sector undertakings (PSUs) it 
could be expected that the investment 
requirements consistent with adequate and 
reliable supply, would be fully met by the 
undertakings or through governmental 
planning/budgetary process. But this did 
nut happen during the last few decades 
and the quality and reliability of supply 
of power detcnoraied in most countries. 
Yet, the dogma that electricity supply, like 
other public .services, should be provided 
by the state, persisted in mo.st countries. 
When the state provided this .service, it 
had to cross-subsidisc between different 
classes of consumers, to achieve the stated 
socio-economic objectives of the state. 
Introduction of subsidies made the electri¬ 
city market inefficient and lack of com¬ 
petition led to more inefficiencies. When 
the state supplied electricity, there was 
inadequate pressure to pay for the service. 
Cross-subsidies led to very high tariff for 
some classes and often when these tariffs 
became unviable, the state itself allowed 
them to set up captive power plants lead¬ 
ing to uneconomic and unviable fragmen¬ 
tation of the grid and unnecessary invest¬ 


ment in unviable units. To introduce private 
capital, some countries privati.scd new 
generation but that led to mure problems 
as the transmission/distribution sector con¬ 
tinued to be incfllcicnt/unviablc, making 
entry of private capital in generation very 
difficult/expensive. The crisis of public 
sector managed electricity .sector hit the 
economies of several countries hard and 
the countries tried various measures of 
reform with varying degrees of success. 
The privatisation of the power sector is 
a recent, but internationally widespread 
trend which has placed greater reliance on 
market forces and less dependence on 
government in the allocation of resources. 
The privatisation of the power sector 
has been made possible after 
recongnition that the sector could be 
separated into generation, transmission and 
distribution sectors and even these sectors 
could be broken into several companies, 
without compromising the economic 
advantages of a vertically integrated gover¬ 
nment monopoly, which earlier existed 
in most countries. The over-capitahsed 
investments made by the governments in 
the electricity sector (generation, traas- 
mission and di.stnbution) had resulted in 
high levels of reserve plant margin (coupled 
with poora vailability jeombined with high 
debt levels and low returns. Monetary 
restraints and debt placed pressures on 
most governments to reduce government 
expenditures and provide for better ser¬ 
vice to the people. It has now been 
recognised that introduction of private 
capital in the power sector, if properly 


structured and implemented, can lead to 
the following advantages: 

- Improve public finances through sale of 
state assets and elimination of subsidies 
gradually. 

- Improve performance of power entities 
by introducing competition between dif¬ 
ferent players, primari ly by creating a whole¬ 
sale power market, giving higher returns 
to those supplying power at lowest rates. 

- Lower consumer tariffs through creation 
of in.stitutional framework for dealing with 
consumers concerns. 

- Attract more investment, including for¬ 
eign investment. 

- Develop wider private share ownership 
in key economic activity. 

-Improve revenue realisation at all levels, 
thus making .services more efficient. 

I 

Reforms in Other Countries 

The entire process of reforms in most 
countries was initiated in the mid-1980s 
and early 1990s. Some have reformed fast 
and are at the consolidation stage (e g, 
Chile. England, the U.S. Argentina. Austra¬ 
lia). others, in the transition stage (e g. 
Brazil. Scotland, Northern Ireland, Hol¬ 
land, Belgium. Sweden, Portugal); but 
most are still in the formulation suge (e g. 
Spam, Germany, Australia, South Africa. 
Peru, India, Zambia, Russia, Ukraine). 
The essential aspects of reforms in differ¬ 
ent countries are given below. 

Chile: The restructuring of the power 
industry was the last phase of economic 
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reforms intrixluccd in Chile. The restruc¬ 
turing of economy started in 1974, to 
reverse the Allende government's deter¬ 
mination to transform, through national¬ 
isation. Pha.se I of the reform (1974-75) 
consisted in returning nationali.sed com¬ 
panies to their original owners, pha.se II 
(I975-K3) involved .sale of about 1(X) 
nationalised companies for generation of 
revenues for the government. Pha.se III 
was a .stabilisation phase and phase IV 
started the power sector reform. 

Till 1980. the power .sector was verti¬ 
cally integrated. In the early 1980s. the 
PSUs participating in the power sector 
began to be restructured as joint stcKk 
companies. The National Production 
Company held cuntml of the P.SUs in 
transition, acting as a holding company, 
in charge of reorganising and privatising 
the companies under its supervision. 
Privatisation began with the sale of stock 
to company employees at low prices, who 
were allowed to draw upon payments in 
advance that were set aside as their pen¬ 
sion funds. This was an attempt to show 
that the privati.sation process was irreversi¬ 
ble. With the .start of restructuring, genera¬ 
tion and distribution was separated and 
Eiconomic Load Dispatch Centre (LDC) 
was created. Restructuring allowed open 
entry to participation in the generation 
area, but with no supply or purchase 
obligation. New generator had to rely on 
the market for sale of its power. The LDC 
dispatches the system according to an 
economic merit order and determines 
SRMC of the system. During the initial 
years, transmission remained a monopoly. 
Generators had right of access to the line 
if capacity was available, subject to pay¬ 
ment of wheeling charge, to be determined 
by the regulator. Distribution required a 
licence, which was granted under a com¬ 
petitive bidding system. 

Pricing for diflercnt .segments is deter¬ 
mined as follows; 

(a) Generators - SRMC. However, prices 
are negotiated for energy sales to deregu¬ 
lated energy users (large consumers). 
(This leads to competition and market 
situation.) 

(b) Transmission - SRMC or on the average 
incremental cost, or negotiated between 
parties. 

(c) Consumers - Node price plus LRMC 
of the distribution enterprise plus margin. 
Regulator determines distribution margins 
every four years. 

Prior to reforms, there were heavy 
defaults in payments by consumers, dis¬ 
tributors, etc, and the system was unre¬ 
liable. There were heavy losses/inefficien- 
cies. Prompt payments increased effi¬ 
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ciency/competition and brought the tariffs 
down (or consumers. 

England: The restructuring of the power 
.sector in England was a part of the restruc¬ 
turing of the whole economy in the UK. 
a process that started in 1957, but which 
derived strength and character in late 
1970s, the famous Thatcherite years. Yet, 
the power sector’s reforms were delayed 
till late 1980s, to first put in place the 
reform structure through widely debated 
and appropriated structured reform legis¬ 
lation of 1988. The success of the England 
model is due to a well structured and 
.sequenced regulatory and unbundled sys¬ 
tem, and the maturity of the restructured 
components which enhanced investor 
confidence in their potential profitability, 
thus increasing investment in the sector 
and thus more competition and conse¬ 
quently greater efficiency. 

Before reforms Central Electricity Gen¬ 
erating Board was a monopoly for gen- 
eration/transmission and area boards for 
distribution. Competition was introduced 
through .separation of generation, trans- 
mi.ssion and distribution, and by adding 
intermediary systems which allowed the 
cheapest generator to produce more by 
being able to .sell more to the grid and by 
contracts between generators/large con¬ 
sumers. 

The reorganised power sector consists 
of the following: 

CEGB has been divided into three large 
generating companies - Nuclear, National 
Power and Powergen - which operate 
under licence and work in a deregulated 


sectOT with competitive supply/maritet con¬ 
ditions. Only the nuclear sector remains 
in government hands. 

Area boards have been converted into 12 
privately owned regional electricity com¬ 
panies (RECs). The RECs provide distri¬ 
bution services in non-exclusive intercon¬ 
nected service areas. The RECs can sup¬ 
ply to large customers in different distri¬ 
bution areas, increasing competitive pres¬ 
sure on distributors. 

The strictly regulated National Grid Com¬ 
pany (NGC) possesses and operates the 
national interconnected transmission grid 
and sub-stations and performs dispatch 
function under an operating licence. The 
NGC is jointly owned by 12 RECs, but 
works under the regulator’s .supervision. 

The maximum competitive pressure is 
applied by bulk power sales through non- 
regulated contract and a ‘pool’ or spot 
market. Tlie English power pool encom¬ 
passes the power system of England and 
Wales, but it is also open to electricity 
imports from France and Scotland. The 
'pool' consists of generators, distributors 
and trading power intermediaries. The pool 
price is determined for each half-hour 
period based on an optimum dispatch 
schedule, without network constraints, but 
in merit order according to bids offered 
by generators or other .sellers. The bids 
lead to a single purchase price every half- 
hour. The final pool price is determined 
after adju.stment for the eventual differ¬ 
ence due to actual load dispatch. 
the US: For decades, the US power sector 
worked under the traditional regulatory 


Table 1: Capacity Addition, Planned and Achieved 

(m MW) 


Plan 

Target 

Achieved Achieved as Per Cent of Target 

V (1974-79) 

12499.00 

10202.(K) 

81.6 

Annual plan (1979-80) 

281.^.00 

1799.00 

63.9 

Vlth (l98()-8.‘i) 

19666.00 

14226.00 

72.3 

Vllth (I98.S-90) 

22245.25 

21401.64 

96.2 

Annual plan (1990-91) 

4212.00 

2776.50 

65.8 

Annual plan (1991-92) 

3810.80 

3026.50 

79.4 

Vtll (1992-97) 

30538.00 

16422.40 

53.77 

IX (1997-2002) 

40245.20 

7468.50 

(up to March 1999) 

18..55 

(up to March 1999) 


Table 2; Power Sector Outlay and Total Plan Outlay 

(Rs crore) 


Plan 

Overall Outlay 

Power Seclor Outlay 

Power Outlay os Per Cisnt of 
Overall Outlay 

V( 1974-79) 

39287.49 

7293.90 

18 57 

Annual plan (1979-80) 

12.549.63 ■ 

2395.99 

19.09 

VI (1980-85) 

95700.00 

19265.44 

20.13 

VII (1985-90) 

180000 00 

34273.46 

19.04 

Annual plan (1990-91) 

64716.88 

12479.64 

19.28 

Annual plan (1991-92) 

72316.75 

13678.31 

18.91 

VIII (1992-97) 

434100.00 

79589.32 

18.33 

IX (1997-2002) 

859000.00 

124526.41 

14.5 
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model where vertically integrated inves¬ 
tor-owned utilities supplied power within 
defined territories, subject to financial and 
price regulation. The US privately owned 
electricity sector, due to the creation of 
vertically integrated geographical mo¬ 
nopolies, was sheltered from competition 
and was critici sed for inefficiency. PURP A 
Act, 1978 encouraged co-generators and 
transmission regulation. This led to dy¬ 
namic increase in diversified supply 
sources much beyond the initial expecta¬ 
tions and increased competition, thus 
weakening lOUs monopoly. By mid- 
1990s, federal policy created the frame- 
woric for a competitive market in whole- 
.sale power. This led to states vying with 
each other to be among the first to intro¬ 
duce competition and customer choice in 
the retail markets. 

The US restructuring system has given 
marked independence to states in setting 
their own development policies. The state 
utility commissions establish entry rules 
and incentives to bring in more compe¬ 
tition and lower consumer prices. At the 
federal level, FERC sets prices for inter¬ 
connected transmission services. 

The likely congestion in the transmis¬ 
sion grid owing to increasing market agree¬ 
ments between generators, distributors and 
large consumers seeking wheeling ser¬ 
vices is an area of concern in the US. 

The first power pool (PJM) in the world 
was established in the mid-Atlantic region 
of North America by the owners of various 
power utilities. It became a limited liabil¬ 
ity company in 1997, and .started operat¬ 
ing as an ISO with membership open to 
generators, transmitters and consumers. 
Before formation of PJM, transmission 
system compri.scd of monopoly transmis¬ 
sion companies where operation was in¬ 
fluenced by demand and supply gap in a 
particular zone. It was observed that 
sometimes the marginal cost of generation 
is lower in another zone for a consumer 
than in the zone to which he belonged. It 
was then that zonal transmission compa¬ 
nies decided to form an ISO with energy 
exchange taking place across the zone on 
marginal cost basis. It is pertinent to 
mention that any transmission work in a 
zone is to be taken up by a transmission 
company which enjoys monopoly status 
in the zone. Similar ISOs have teen set 
up in other parts of the US also. This is 
against the pattern of only a few years back 
where the state utilities traded bilaterally 
only with state interconnectors and almost 
without any regulation. 

Argentina: The restructuring of the 
economy in Argentina was a key element 
in the stabilisation policy adopted after the 


hyperinflation years of 1989 and 1990. It 
had both economic and political goals: the 
revenues realised from the sale of public 
assets were critical in financing the fiscal 
deficit and reducing public debt, and the 
continuity of the effort enhanced the cred¬ 
ibility of the government’s commitment 
to remedy the problems of the economy. 
The privatisation process occurred within 
a very short time frame in early 1990s, and 
generally accomplished the goals that had 
been set for it, raising US $ 17.3 billion 
for the electricity sector alone. 

The power sector in Argentina faced 
major problems in early 1990s: (a) public 
inefficiencies: (h) breaks in the payment 
chain leading to multiple inefficiencies in 
supply chain: (c) tariffs not related to 
economic costs leading to inefficient use; 

(d) supply and transport restrictions; and 

(e) blackouts. These factors forced the 
government to plan for major restructur¬ 
ing and in 1992, the transformation took 
place and a legal framework similar to the 
one used in the UK was adopted that 
divided the vertically integrated electric¬ 
ity business into three distinct activities 
of generation, transmission and distribu¬ 
tion. Under the new law the lollowing 
agencies were set up: 

CAMMESA -- manages wholesale elec¬ 
tricity market players transparently, using 
high technology, facilitating elficicnt 
energy generation and sale. 

ENRE - works as the regulator for the 
entire power sector. 

WEM - consists of all generators, trans¬ 
mitters, distributors and large users as well 
as other participants like traders and bro¬ 
kers. 

Generators - 80 per cent of the generation 
is privatised. Generators have freedom to 
enter into contracts with distributors and 
large consumers. 

Transmitters - consist of the national 
company Transener (mostly 550 KV) (a 
pri vate company) and six regional and two 
independent transmitters at 220 and 132 
KV level. 

Distributors - 70 per cent of the sector is 
privatised and there arc about 28 compa¬ 
nies in the distribution sector. 

Large users - enter into agreement with 
generator, distributor or traders. 

Traders - arc responsible for com¬ 
mercialisation of generation, demand, 
royalties and expoits/imports. 

The impact of Argentina’s power re¬ 
forms has teen very impressive. Formerly 
the electricity market was immersed in 
continuing technical and financial crises 
and unmet demand resulted from insuf¬ 
ficient supply. Today, Argentina has 
surplus power which can be exported to 


neighbouring countries. Installed capacity 
during the reform period (1992-97) has 
increased 36.5 per cent, overall thermo¬ 
dynamic efficiency has improved by 45 
per cent, net demand has grown by 36 per 
cent. The contract market now accounts 
for 60 per cent of the electric energy 
consumed. Mean prices have declined 47 
per cent - from US $ 49/MwH to $ 26. 

The speed with which the system was 
privati.sed has left some serious problems 
which are now being addressed: A weak¬ 
ness of the regulatory system is that it 
depends upon competition in generation 
to .set prices and fines in transmission and 
distribution to assure service quality. There 
have been cases of failure in transmission 
and distributions system. The price cap 
regulation does not provide the near term 
(five years) forthe benefits of productivity 
gains to be passed on to the rest of the 
economy through price reductions. Ex¬ 
pansion of the grid can only take place if 
the invc.stment criteriaof the private .sector 
owners is justified and the beneficiaries 
arc willing to pay. This often leads to 
underinvestment in the .sector, leading to 
a sub-optimal grid. 

Australia: Prior to the reforms of recent 
years, the supply of electricity in Australia 
was provided by vertically-integrated, 
publicly-owned state utilities. The power 
industry was never operated on a national 
basis. Interstate grid connections were 
weak and electricity trade had been lim¬ 
ited between interconnected states. The 
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state governments were responsible for 
operational and planning activities, and 
tariff struciures The national government’s 
only involvement was asaprincipal share¬ 
holder m a major hydro-electric scheme 
with the state alsi^ being partners in the 
JV. Some regulatory controls were exer¬ 
cised. mainly control overstate borrowing 
limits, taxation, foreign ownership, and 
environmental regulations. 

HIcctricity reforms in Australia, initi¬ 
ated in mid-1990s have occurred both 
at the. state and national levels. The nature 
ol reforms is somewhat similar to reforms 
in the US. The national government’s effort 
has led to a more act i ve role for the national 
government through the establishment ol 
a national grid and national pool. 'Fhe new 
national regulatory regime is light-handed 
and a form of price regulation has been 
applied to regulated sectors. 

The objective of reform in Australia 
was to deliver more efficient and sus¬ 
tainable use of capital infrastructure and 
energy resources to improve Australia’s 
domestic .and international performance. 
The state governments have estimated 
that electricity reforms would add an esti¬ 
mated $ 5 billion annually to the country’s 
GDP. 

The mfoHos were initiated in the .states 
by the national government agreeing to 
provide linanciai a.ssistance payments to 
the .states tolalltng $ 4.2 billion (Austra¬ 
lian) dollars in rclurn for the state meeting 
their agreed obligation, including reform 
ol their electricity, gas, water and road 
transport industries. The national govern¬ 
ment also encouraged reforms by creating 
a competitive national market. This was 
dune through unbundling; ensuring non- 
discriminating areas to the national, trans¬ 
mission and distribution sy.slem; estab¬ 
lishing transmission prices that are reflec¬ 
tive of actual co.sts; ensuring that custom¬ 
ers. i 0 , generators, marketers and traders 
have a choice ol supplier; using a merit 
orderdispatch system; providing for inter- 
stateofgcnci alion; ensuring non-discrimi- 
naiory access lor new industry partici¬ 
pants in generation and marketing; and 
establishing unitorm regulation based on 
an industry code of conduct. 

The target is that the fully competitive 
Au.slralian national electricity market 
(NEM) would develop in stages up to 
2001 . 

The national electricity code establishes 
the regulatory and operational framework 
of the new Australiaii elccincity market 
and binds all participants in the wholesale 
power generation market to specified rules. 
The code addresses market rules, grid 
connection and access, metering, network 


pricing, system security and procedures 
for code administration. 

At the stale level, significant reforms 
have been initiated in preparation for their 
eventual entry into the national electricity 
market. Although .some states have de¬ 
cided not to pai-ticipatc in the NEM, they 
have implemented reforms where possible 
to gain efficiencies to supply customers 
and generators. Each state government 
has made ditferent arrangements for .sepa¬ 
rating the segments of their eiectricity 
industries for entrance into the national 
competitive market. The state of Victoria 
IS the first and mo.st advanced in its reform 
among slates that arc participating in the 
NEM. 

Victoria started its reforms in 1993 with 
the .separation of the electricity systems 
into generation, distribution and transmis¬ 
sion. In 1994, Victoria cstruclured its 
stat'O-owned industry further with the in¬ 
tention of privatising it. The generation 
sector was divided into five companies 
and the Victoria power exchange was es¬ 
tablished to ('peratc the wholesale power 
generation market. The transmission sys¬ 
tem was divided into two components, 
high voltage grid network and the power 
exchange responsible for pool operation 
and sy.stcm dispatch. 

In addition, the office of regulator 
general was created to promote compe¬ 
tition and efficiency, and to protect the 
rights of consumers. Victoria initially 
permitted the five di.stribution companies 
to retain monopoly rights to supply 
power to customers in thcii respective 
geographical regions. However in 1996 in 
an attempt to introduce competition into 
what was still a stale-owned system, 'arge. 
useis w’cre allowed to piircha.se power 
from any of the generating companies. 
The current requirement that the live 
distribution companies have to supply 
electricity to large customers wi 11 be pha.scd 
out by December 2000. In December 20(K). 
all customers in Victoria v/ould be con¬ 
testable. 

In 1995. Victoria began the privatisation 
of Its electricity as.scls. Since launching 
its privatisation programme, the state has 
generated almost $ 16 billion aa revenue, 
an amount which is mostly being used to 
repay slate government debt. 

Braril: Till 1993. Brazil’s power sector 
w'as dominated by Elcclrobras, a PSD, 
holding most of the country’s generation, 
transmission and distribution assets. I'he 
goveriiincnt was re.sponsiblc for .setting 
tariffs and controlling investment deci¬ 
sions. Electricity pricing, being a govern¬ 
ment decision, was characterised by a 
failure of average tariffs to cover either 


average or marginal costs, discrimination 
by end-users, and uniformity of tariffs 
across regions, despite differences in costs. 
The system akso suffered the ills of over- 
staffing, high energy losses and under¬ 
investment in system improvements. 

The 1993 privatisation programme in¬ 
cluded abolition of uniform tariffs, guar¬ 
anteed rates of return for power companies 
and established a national grid with open 
accc.ss to IPPs and captive power plants, 
to sell either to distribution companies or 
end-users. 

However, the main weakness in Brazil’s 
reform plan v/as not to clearly specify the 
reform up front, nor the sector’s re¬ 
organisation plan and associated national 
regulatory regime. This lack of clarity has 
hampered privatisation efforts. The sale of 
two distribution companies were marked 
by disappointing levels of participation, 
both in the number of bidders (1-2) and 
the value of bids. The disappointing re- 
spon.sc wa.s attributed to the lack of trans¬ 
parent regulatory regime, the infrequency 
and uncertainly of tariff adjustments and 
the consequent inability to predict an 
adequate stream of future revenue. This 
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has deterred private investors from mak¬ 
ing substantial investments in the Brazil¬ 
ian power sector. 

Scotland: Before the reform and 
privatisation phase, the sector had been 
vertically integrated with two regional 
boards responsible for generation, distri¬ 
bution and transmission. In 1990. these 
area boards were reorganised into Scottish 
Hydro Electric. Scottish Power and Scot¬ 
tish Nuclear Ltd. While the first two were 
privatised, Scottish Nuclear Ltd contin¬ 
ued in government hands. Both privati.sed 
entities, like in England are allowed to 
compete in electricity markets in Scotland 
and also in England. Like in England, 
regulation serves to protect consumer 
interests in transmission, distribution and 
supply. RPI-X technique is also used in 
Scotland by the regulator. 

Northern Ireland: Until 1992, the electric¬ 
ity sector was integrated with generation 
transmission and distribution in the hands 
of a single national company. In 1992. the 
generation units were broken into three 
companies. Transmission and distribution 
was allowed to remain as a monopoly but 
direct sale to large consumers as in 
England applied competitive pressures in 
the power market. 

Holland: The system resembles the Ger¬ 
man system. It has four generation and 38 
distribution companies. The distribution 
companies obtain power from generators 
or .self-generators (surplus power from 
captive power plants). In 1949, an asso¬ 
ciation of electricity generators was cre¬ 
ated which owns generation and transmis¬ 
sion. including intercountry connectors. 
The only competitive pressuie is put 
through a law allowing consumers to buy 
theirenergy from distant distribution com¬ 
panies or through imports. 

Spain: Till 1987, the electricity .sector was 
not a vertically integrated monopoly. It 
was converted into ijne in 1987. in govern¬ 
ment hands. Since early the 1990s there 
have been halfway house attempts at 
restructuring aimed at separating genera¬ 
tion and distribution, but no efforts have 
been made to put competitive pressures 
on the electricity sector. 

New Zealand: In the mid-198().s. the 
government started examining the eftl- 
ciency of all spheres in the economy, with 
particular reference to (hose sectors which 
were under slate control and where eco¬ 
nomic gains could be obtained by restruc¬ 
turing through commercialisation and 
subsequent privati.sation. The decision to 
restructure electricity industry was taken 
to increase efficiency of the sector by 
privatising generation through competi¬ 
tive entry of private generators, and 


deregulating and mo.st importantly, offer¬ 
ing customer choice at the distribution 
level. 

In 1993, a corporatised transmission 
company was created. In 1995. a whole- 
.salc electricity market was created, oper¬ 
ated by an independent organisation, the 
Electricity Market Company (EMCO). The 
1995 policy also placed a limit on how 
much new capacity the central generating 
company can build in the future. In 1996, 
this company was broken into two. The 
central generating companies offer energy 
in the market and electricity is purchased 
by bids for energy. The offers are ranked 
as per the price offer and electricity is 
purchased ha.scd on these bids and gen¬ 
erators are dispatched on merit order. 
Electricity purchase prices are .set at the 
spot-price to satisfy demand every half 
hour. Large consumers have been given 
the choice for purcha.se of power from 
companies other than the area company. 
Germany: The sector consists of eight 
federal companies that own interconnected 
network, intermediate regional companies 
functioning between federal companies 
and end-users or local supply companies, 
and municipal companies which own the 
distribution grid. There is no centralised 
decision centre. The eight interconnected 
grid owners co-ordinate and agree on the 
start-up of operation for the different 
generator groups according to require¬ 
ments. There is lull access to the intercom - 
necled network in a regime of hon/ontal 
agreements rather than of binding access 
rights. The only regulatory enactment is 
an anti-trust legislation. 

South Africa: In 1991. generation and 
transmission was a national monopoly with 
five distribution areas. Electricity control 
board, a bureaucratic body inefficiently 
regulates tariffs. 

Zambia: Reforms are in the planning stage. 
Zambia has abundant hydro-resources and 
to harness the same the private sector 
participation iscncouraged for which many 
benefits have been offered. Similarly, for 
construction of transmi.ssion lines, private 
sector participation is encouraged. Like in 
the US, an ISO is planned for the Zambia 
Power System. System operation and 
loading of the line is the responsibility of 
grid system operator, which shall pur- 
cha.se power from generators. The private 


transmission companies are insulated from 
the unceitainty of daily dispatches and are 
paid service charges covering capital and 
maintenance cost including ROE for the 
transmission line. 

Russia: The Russian power sector is the 
largest utility company in the world with 
4.10 power plants that produce 1 trillion 
kWh. During the Soviet era. it success¬ 
fully provided power suppliers, but in the 
long term, failed to provide sufficient in¬ 
centives for generation, consumption, in¬ 
vestment or financing. In 1992, after the 
dis.solution of (he Soviet Union, the state- 
owned power sector was converted into 
a corporate holding company. Initially the 
holding company was owned by govern¬ 
ment hut later 51 per cent of the stocks 
were .sold to officers, employees and citi¬ 
zens. There is no restructuring yet but the 
holding company and USAID have mu¬ 
tually agreed to a restructuring plan that 
would promote competition and economic 
dispatch of power. Russia's model thus 
presumes that competition, rather than 
ownership is the more important factor in 
enhancing internal productivity of the 
power sector, by providing impetus for 
innovation by PSUs. The goals arc to 
maintuin a higp level of reliability, create 
a national wholesale market, establish a 
competitive retail market for large cus¬ 
tomers, attract foreign investment, and 
rely on market incentives rather than 
regulation where possible. The plan has 
moved very slowly, to the discomfort of 
the national government. Owing to slow 
progress ol reforms distribution compa¬ 
nies arc in transition and are experiencing 
problems like thelt, non-payment, over- 
stalling. losses leading to late payment of 
wages, aad demorali.sation of staff leading 
to morn inelficiencies. 

Ukraine- After the dissolution of the 
.Soviet Union, the individual republics, 
licgan transfonning theii economics to 
promote competition and attract invr.sl- 
ment capital. In May 1994, the president 
issued a decree .sotting forth ‘Measures 
requited for (he market transformation of 
the power sector in Ukraine'. The decree 
was reconfirmed after elections. The re¬ 
structuring plan of Ukraine was identical 
to the British model and set a time target 
of 18 months The milestones were unbun¬ 
dling of the eight vertically integrated 
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SOEs into separate companies owning 
generation, distribution transmission; the 
creation of a pool and economic dispatch 
centre; and the creation of an independent 
federal regulatory body that would over¬ 
see the operation of the national electricity 
market, have jurisdiction over issue of 
licences and address consumer complaints. 
By I W5. most of these goals were achieved 
and the beginning of a competitive pool 
with economic dispatch of power was in 
place. 

Under the former Soviet Union, the 
power companies provided many social 
functions like setting up hospitals, day¬ 
care schemes, roads, buildings, etc. With 
restructuring and the institution of a com¬ 
petitive market, these functions were trans- 
lerrcd from the power companies to the 
federal and local governments. 

The restructuring of the Ukrainian elec¬ 
tric utility system continues even now. 
The corporatisation phase of the restruc¬ 
turing has been completed, the unbun¬ 
dling has taken place, the regulatory 
commission has been created, competi¬ 
tive market introduced but the companies 
are still government-controlled. The .sec¬ 
ond phase of restructuring will be the 
privatisation of the newly created joint 
stfK'k companies, and a schedule for sale 
and the distribution ol the stock has been 
developed. 

Canatia'. In Canada, there is a national 
energy board comparable to our central 
electricity authority. But the national 
energy board’s powers are limited to 
approval of electricity exports and ap¬ 
proval of international pi>wcr lines. The 
pace of restructuring and regulation has 
been slow in Canada mainly due to lower 
electricity costs of predominantly nuclear 
and hydel stations, absence of federal 
regulation, dominance of provincially- 
owned utilities and local issues. 

The province of Quebec has started 
electricity regulation recently. The regu¬ 
lator. Regie de I’encrgic was established 
in 1997 to regulate natural gas distribution 
and electrici'y transmission and .supply 
monopolies, examine complaints from 
consumers and to provide a transparent, 
equitable, independent and impartial de¬ 
cision prcKCss. 

In Ontario province the government has 
appointed a committee to suggest the 
pattern of regulation and restructuring of 
the energy sector (including power sec¬ 
tor). The plan is for introducing full 
competition into Ontario's electricity 
system m the year 20(K). 

In the state of Alhcrta the government 
has restructured the power market without 
appointing a regulator. Traditionally, 


Alberta had vertically integrated utilities 
as in India. On January 1,1996, the Electric 
Utilities Act took effect. This act created 
a power pool consisting of all the electric 
energy bought and sold in Alberta, along 
with energy imported and exported through 
the province. The pool works like a com¬ 
modity exchange, provides a place for 
distribution companies and markets to buy 
power and for power producers and 
marketers to sell their output. The power 
pool itself docs not buy and sell electric 
energy. Rather, it operates the market, 
receiving offers and bids from pool parti¬ 
cipants and establishing an hourly market 
price for electricity by matching supply 
with demand. 

Europrun Union: Whereas changes were 
initiated in the vertically integrated power 
sector in the US, the UK and in many other 
countries during the 1970s and 1980s, 
mo.st of the countries in Europe continued 
with their vertically integrated structure of 
the power sector till mid-1990s. Most of 
the changes were initiated after the for¬ 
mation of the EEC and as late as on 
February 19, 1999 competition was offi¬ 
cially introduced in the European electric¬ 
ity markets. European Union directives 
stipulate that large industrial consumers 
will then have the right to choose their 
elcctncity suppliers. At the same time, 
new entrants will be allowed to submit 
tenders for building power stations and 
supplying customers with power directly 
over European union transmission lines. 
Thus for continental Europe, this would 
start the dismantling of the old vertically 
integrated model of electricity production 
and supply - a mrxlel which was built and 
maintained by different countries, fearing 
market failure in case of breaking up of 
the vertically integrated monopoly. Politi¬ 
cal and technological changes have made 
this kind of centralisation ob.solctc, so the 
trade-offs that formally ju-stified less than 
optimally efficient integrated systems no 
longer hold. Thus in the first phase of 
liberalisation introduced by the European 


union, the business downstream, wires 
(transmission, sub-truismission) and re¬ 
tailing (distribution), would be separated 
from generation. At this point, generators 
of electricity must compete to sell their 
output, and such competition becomes 
feasible. In the second phase, the wires 
part of the business would be separated 
from retailing and forced to operate as a 
‘common carrier’. 

Enforcing competition by EU would 
mean different things in different coun¬ 
tries. Scandinavia and the UK are already 
competitive; Holland and Spain are close 
behind; Italy, Germany and eastern Eu¬ 
rope are about five years away and France 
is further behind. Though each country in 
Europe now recognises that competition 
would come eventually, utilities would 
work to slow down the process of liberal 
isation/rcstructuring/competition wher¬ 
ever they can. 

II 

Lessons of Reform 

Experience of different countries has 
.shown that restructuring of the power sector 
consists of many parts; each part complf*- 
mcntaiy to the other and the efficiencies 
of reforms are dependent on the quick and 
time-bound enforcement of the entire 
package. Experience in these countries 
has also .shown that half-hearted reforms 
can lead to problems in the working of the 
power .sector. The components of reform 
package in most countries are: 

(a) The separation of the government 
from commercial* activities in the .sec¬ 
tor. but retaining the role of policy-maker 
for it. 

(b) Setting up of national and .state level 
regulatory' commissions to supervise the 
working of different players in the power 
.sector and regulating them through clear- 
cut and transparent rules and .setting their 
tariff levels. 

(c) Unbundling the power sector into 
transmission, distribution and generation. 
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(d) Decentralisation of planning process 
through automatic and easy entry of gen¬ 
erators, with no commitment regarding 
supply and purchase. 

(e) Settingupa wholesaleelectricity market 
at the national and state level. (Setting up 
a national level wholesale market nor¬ 
mally catalyses the setting up of such 
markets at the state level.) 

(f) Introduction of regulations in the sector 
that encourage competition and efficiency. 

(g) Transparent economic dispatch sys¬ 
tem at the national and state level. 

(h) Incorporatisation of the private sector 
under its own risk conditions in a free 
entry/exit power market. 

(i) Direct agreements between generators 
and also distance distributors with large 
consumers (to increa.se competitive pres¬ 
sures on generators and di.stributors). 

(j) Compulsory access to the grid at pre¬ 
determined wheeling charges for genera¬ 
tors, distributors, subject to line capacity 
being available. 

Interest in restructuring and reform of 
the power sector is a worldwide phenom¬ 
enon. ncing pursued in different forms in 
different countries, depending on the struc¬ 
ture and condition of the economy and 
political in.stitutions. Yet the core of the 
reform programme remains the same, viz. 
establishment of transparent regulatory 
structure, unbundling of the .sector, cre¬ 
ation of national and slate grids with trans¬ 
parent and efficient dispatch, entry and 
exit systems, wholesale market in power, 
more choice regarding purchase to the con¬ 
sumers and other measures that improve 
competition and efficiency in the sector. 

In the western countries, the reform pro¬ 
gramme is seen as an element of redefi¬ 
nition of the state while in other parts of 
the world, reform is seen as one compo¬ 
nent of a broad economic agenda that 
includes price liberalisation, macro-eco¬ 
nomic stability, privatisation, creation of 
legal framework and financial systems 
that encourage private investment, both 
through national and international com¬ 
panies. The importance of the power sector 
in the growing national economies of the 
developing world puts a lot of pressure 
on the successful formulation of a restruc¬ 
turing plan. Jn view of the vital importance 
of the sector, once a decision to reform/ 
re.struclurc is taken, the national govern¬ 
ments cannot allow the policy-makers or 
implementors to drift and yet at the same 
time err in deciding the transformation 
route. 

The experience of reform/restrucluring 
in different countries has shown that it 
generally fails on account of missing pieces 
in the reform legislation. The reform 


programmes have been less successful 
wherever 

- They were not clearly defined in an 
identified time schedule. 

- They did not lead to setting up of 
unambiguous regulatory structures to 
decide on rules regarding tariff, entry to 
the sector, etc. 

- The reform was not an integrated 
programme which could look at the rc- 
stmeturing requirements of all the players 
(generation, transmission and distribution) 
in the sector. 

- The reform programme did not remove 
the potential for political interference in 
working of entities and in areas other than 
policies. 

-There was inadequate commerciali.sation 
of the system before privatisation efforts 
were initiated. 

Ill 

Power Situation in India 

It would be clear from the restructuring 
programmes in a very large number of 
countries, both western as well as eastern, 
of the American subcontinent, of Europe 
and of Asia, that all countries have reali.sed 
that technology exists to breakup the power 
sector from the viscious natural monopoly 
into small niche.s, where different players 
can work in a competitive mode. Before 
we dKscuss the relevance of restructuring 
programmes of different countries to India, 
let us examine the present position ol this 
sector. 

Tables I and 2 would show that the 
Indian power sector is facing major prob¬ 
lems. They also show that the capacity of 
the national/statc governments to finance 
the increasing investment needs of the 
power sector arc sharply diminishing. The 
sector is beset with .severe problems of 
non-payment at each level, increasing 
losses of state electricity boards. large- 
scale thefts of power, overstaffing, under¬ 
investment in transmission and distribu¬ 
tion, problems of evacuation from one 
region to another, increasing backing down 
of power due to inadequate transmission 
and thermal hydcl mix, etc. 

The reform and rc.structuring measures 
introduced in India so fv consist of the 


setting up of regulatoiy framework, un¬ 
bundling of the system into generation, 
transmission and distribution and setting 
up of a framework that could break up 
these into small niches that could faci litate 
entry of private capital (in .some states 
only though others are also planning simi¬ 
lar action through .state enactments, etc). 
Besides unbundling, the reform measures 
arc aLso integrating the sytitem into one 
national transmission network. 

It may be recalled that at the time of 
independence, approximately 80 per cent 
of India's power supply was provided by 
private companies of local authorities and 
was thus limited to urban areas. After 
independence, as the licences of these 
companies expired, they were taken over 
by SF.Bs created under Electricity (Sup¬ 
ply) Act, l‘)48 with the exception of five, 
companies, licensed under the Indian 
Electricity Act, 1910. in Bombay (2), 
Calcutta, Ahmedabad and Surat. The SEBs 
created a vertically integrated monopoly 
for the entire state. In early 1960.S, a need 
was felt to integrate the state grids into 
regional grids, looking at the inadequate 
re.sourccs for power generation in differ¬ 
ent states. Regional electricity boards 
(REBs) were created by government reso¬ 
lution in mid-f900s to integrate regions 
into one grid. Later, the REB's were given 
statutory status in 1991, through amend¬ 
ment in the Electricity (Supply) Act. 1948. 
Since all the coal supplies came from the 
eastern states and all hydcl sites were 
located in the north and north -cast, iurther 
need was felt to integrate the entire coun¬ 
try into one grid and a powergrid was 
created in late 1980s to ensure that power 
could be transmitted on wires from one 
region to another, through creation of a 
national grid. In mid-1990s, regional load 
di.spatch centres (RLDCs) were transferred 
to Pow.:rgrid and REBs continued with 
skeletal staffing from CEA. to oversee the 
functioning of RLDCs. With the creation 
of Powergrid and investment in inter-state 
and inter-regional lines, it has now be¬ 
come possible to think and plan for an 
improved integrated national transmission 
nUwork in the country. 

It was reali.sed at the beginning of the 
eighth plan that the government could no 


Taiii. 1 : 12: Outstandings Pavabu- to Gcvi-KATiNti t’P.SUs from SEBs 

(R.\ crore) 



1994-95 

1995-96 

1996 97 

1997-98 

1998-99 

NTPC 

50KK to 

4048 41 

4824,32 

6881.95 

10408.55 

PGCIL 

300.55 

673.13 

311.77 

492.88 

1113.66 

NHPC 

589.53 

927 20 

739 75 

1.329,92 

2793.45 

NEEPCO 

174.18 

195.60 

173 91 

241,95 

511.48 

DVC 

787 72 

922.20 

1176.18 

952.43 

1760,74 

TOTAL 

4940.08 

6766.54 

7225,93 

9899.13 

16587.88 
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longer finanv-'c ihc incremental capacity 
requirements of the power sector. In re- 
.spon.se to ii'iis reality, the government 
formulated a policy in 1991 to encourage 
investmeiil by Ihc pnvate sector in gen¬ 
eration. Legislation governing the elec¬ 
tricity sector was amended in October 
1991 allowing private investor to generate 
power and sell it to the grid. The policy 
permitted ItX) per cent foreign-owned 
companies to set up power project, without 
any export obligations. Attractive returns 
were provided in the policy. Since the 
policy was based on negotiations leading 
to tariminalisation. the initial projects led 
to high tariffs. Besides, the poor linancial 
position of the SEBs which arc the mo¬ 
nopoly purcha.scrs of power, led the cen¬ 
tral and slate governments to offer many 
artificial comforts to the new invc.stors. 

However, it was soon rcali.sed that not 
many generation projects could come up 
by this route and unless the sector was 
restructured and unbundled, investment 
would not be made in the sector. It was 
also rcali.sed that unbundling could not 
efficiently take place unless regulators were 
appointed first. After discussions in dif¬ 
ferent fora over years, the central govern¬ 
ment issued an ordinance which was later 
converted into an act in 1998, to enable 
the appointment of regulators at the na¬ 
tional and state level. By another amend¬ 
ment of the electricity acts, transmission 
was .separated as a distinct activity, per¬ 
mitting the .setting up of privately funded 
transmi.ssion lines within the control, 
supervision and operation of the national 
and state transmi.ssion utilities. The enact¬ 
ment also provided that transmi.ssion 
utilities would be goveniment companies 
and Ihc transmission .sector would be 
regulated by central and .state regulators. 

Central Regulatory Commission was set 
up swm after the enactment of the Elec¬ 
tricity Regulaloi-y Commission Act, 1998. 
Such commissions had already been set 
up in Ori.s.sa and Haryana in 1996 and 
1998 respectively under state legislations. 
These legislations were saved by the central 
government at the time of the enactment 
of the central aci. Sub.sequcnt to Ihc 
enactment ol the central act a large number 
of states have gone ahead with the setting 
up ol regulatory commissions. With the 
concurrence ol Ihc central government, 
Andhra Pradesh has pas.sed a separate 
Regulatory anil Restructuring Act. in line 
with the Orissa and Haryana acts. There 
IS need tor other stales also to pa.ss such 
restructuring acts. Due to the lederal nature 
of our Constitution, the central govem- 
tneni had decided that whereas it would 
pass an Electricity Regulatory Com¬ 


mission’s Aci, it would not impose a 
restructuring model on any state by centra! 
legislation but would only issue guide¬ 
lines and model acts for the consideration 
of the state governments. 

Indian Rhi-orms - Present Position 

The need to introduce competition and 
more investment, wherever possible, has 
been the driving force behind restructur¬ 
ing of the sector in India also. Generation 
was the natural starting point of introduc¬ 
ing private panicipation which was 
achieved under the 1991 policy by amend- 
ingclectncity legislation. Initially genera¬ 
tors were allowed entry on the basis of 
MOUs and the tariff determined on cost 


plus formula. When it was realised that 
it was leading to high tariffs, the 1995 
policy provided for entry of generators on 
the basis of competitive bids. However, 
since the sector was not unbundled in all 
the states, it was soon realised that this 
was not easily implementable. In 1997, 
Gol amended the tariff notification for 
IPPs, and laid down rules for competitive 
tariff bidding. It was also realised that 
since most of the thermal and hydel re¬ 
sources were in the ea.stern and the north¬ 
ern regions, large power plants had to be 
set up on inter-regional basis, requiring 
long inter-regional transmission lines. To 
encourage the states to buy power from 
such projects, Gol allowed fiscal conces- 
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sions to these mega projects. To encour¬ 
age the states setting up regulatory com¬ 
missions and to initiate privatisation of the 
grid, the mega power policy also laid 
down that the states will he allowed to buy 
power from these units only if they had 
initiated such measures. 

It was recognised that meaningful re¬ 
forms will not take place unless more distri¬ 
bution areas arc privatised. This has beer, 
encouraged through state enactments, 
mega power policy and by fixing of returns 
(or distribution companies under the E(S) 
Act. 1948. The ERC acts further clearly 
provide that regulators will supervise and 
fix consumer tariffs for different classes 
of customers keeping in view the prin¬ 
ciples enumerated in the E(S) Act, 1948. 

Generation and distribution were 
recognised as separate activities in the 
Indian electricity laws. The Electricity 
Laws (Amendment) Act. 1998 identified 
transmission as a separate activity. The 
Electricity Regulatory Commission Act. 
1998 and the state acts had enabled the 
legulalors to be appointed at the national 
and state levels. The central government 
and some of the stale governments have 
uppoiiited regulators and a few guvern- 
nicnts nave unbundled the sector into 
transmission, generation and distribution 
through state enactments. However a 
number of elements of reform measures 
have not yet been attempted at the cctural 
or at the stale level. These are: 

(a) Setting up of a wholesale electricity 
market; and 

(b) Introduction ol competition and effi¬ 
ciency in the electricity market through: 

economic dispatch system; 

- compulsory access to the grid to gen¬ 
erator and d stributors subject to availabi I- 
ity of capacity - on prefixed wheeling 
charges; 

- encouraging direct agreements be¬ 
tween large consumers, generators and 
distant distributors; 

- easy entry into the sector of different 
playcf.s in competitive market conditions 
supervi.sed by the regulators; and 

- determination of generation tariff in 
a competitive market environment - 
through the creation of a pc<ol/wholcsale 
market. 

IV 

Agenda for the Future 

The federal structure cf the Indian state 
and the power sector is veiy similar to the 
structure as it existed in pre-reformed l)S, 
Australia and Argentina. The reform 
programme in India lias to suit its own 
requirements, but it should consider the 


structure and methodology followed in 
these federal countries. 

The central government has to lake 
effective steps to set up the wholesale 
power market, create an electricity ptx)l 
and enforce market-like competitive pres¬ 
sures. Such initiative at the central level 
will force the states to create similar 
conditions (as is clearly visible in the 
Au.stralia exiiericncc). 

The initiatives to complete the missing 
links in the reform chain at the central 
level fortunaiely can be taken without any 
further legislative measures. These can he 
achieved by government initiated mea¬ 
sures and through regulation by central 
electricity regulatory commission. The 
components of this initiative would he as 
follows: 

Issuance ol the ABT notification by 
CERC, leading to merit order dispatching, 
disciplined operation of the grid and stable 
frequency conditions, making trading and 
setting up of inicr-iegional grids easier. 

Issuance of a gnd ctxle by CERC which 
can create market-like conditions in cen¬ 
trally administered inter-state and inter¬ 
regional power markets. 

CERC has been charged with the re¬ 
sponsibility of increasing competition ami 
efficiency under the act. The grid code and 
other electricity regulations to he issued 
by CF.RC can thus provide for differen' 
reform measures which would increase 
competition and efficiency like easy, 
automatic and transparent entry of differ¬ 
ent players in the mier-statc power markc’ 
and grid under clearly defined principles 
and rules; and direct contracts between 
generators/distant distributors and large 
consumers, etc. This last measure would 
perhaps require Icgislativeamendmcnt also 
hut can be initiated for central govern¬ 
ment’s large customers without recourse 
to any amendment. 

CERC can also issue rules/regulations 
for states’ transmission lines, whenever 
central electricity passes through these 
lines. CERC regulations can thus create 
a national transmission grid. 

It is well recognised that letorms cannot 
he meaningful unless competition and 
privatisation arc initiated. The centre mu.sl. 
therefore, break up its generating CPSUs 
into smaller companies and introduce 
measures to enable competition amongst 
these companies. These could also later 
be .selectively privatised for generating 
more resources for further investment and 
for reducing fiscal tlcficit pres.surc.s on the 
central government. 

Once lime-of-the-day metering is intro¬ 
duced in the National Grid, it would be 
possible to fix time-of-thc-day tariffs 


through competitive bids. At this stage 
entry of private hydel projects would be 
possible without any tariff fixation, agree¬ 
ments. etc. .A competitive market would 
also enable ca.sy entry of new thermal 
plants without pre-determination of gen¬ 
eration tariffs, etc. 

Massive investments are required for 
creation of an effective national grid - 
since this would require the setting up 
of a national load dispatch centre and 
many more inter-state and inter-regional 
imnsmission lines. Powergriddoesnot have 
enough resources to .take up these lines. 
Entry of private operators in the system 
would take lime, llie central government 
will, therefore, have to examine different 
funding arrangements for strengthening 
and financing the national grid. A number 
ol models for .such financing arc prevalent 
in other countries and they would have to 
studied for implementation. 

It also needs to be ensured that breaking 
up and restructuring of the central elec¬ 
tricity sector docs not increase the taxation 
liability of the sector. On the other hand, 
major fiscal concessions need to he given 
to the brokett up generation, transmission 
and distribution entities at the central and 
.state level. , 

As has been identified above, major 
reforms need to he implemented in a time- 
bound manner in the central sector. Only 
such rcfoim measures would encourage 
the states to follow suit. It has also been 
identified in the preceding paragraphs that 
these reforms can be initiated within the 
present laws by CERC and central govern¬ 
ment action. The.se reforms will also follow 
the pattern (,i successful reforms in other 
federal countries. Ciol/CERC, therefore, 
mu.sl incica,se interaction with govem- 
nicnts and regulatory commi.ssions of 
Australia, Argentina and the U.S to accel¬ 
erate the process. We also need to engage 
consultants who hud prepared the rules 
and regulations and implementation docu¬ 
ments lor execution of rcloims in these 
federal countries. And lastly, between the 
government of India and CERC’ we must 
finalise a time-bound schedule for 
finalisation of the central retorm plan and 
for implementing it. 

The follow-up of relorms at the state 
level and creation of wholesale market, 
o|x;n access, direct agreements between 
generators/consumers will throw up a 
number of policy issue.s at the slate level. 
It is expected that the refonn patterns 
being initiated in Orissa. Haryana, Andhra 
Pradesh, etc, would prov’ide answers to 
complicated and sticky policy issues. Once 
any state shows a success'.ul model, other 
.states are bound to lollow suit. 
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Colonialism and Liberation 

Ambedkar’s Quest for Distributive Justice 

Vidhu Verma 

Amhedkar denounced caste system for violating the respect and dignity of the individual; yet his critique 
oj caste-ridden society also foregrounds the limits of the theory and practice of citizenship and liberal politics 
in India. Since membership of a caste group was not a voluntary choice, but determined by birth and hence 
a coercive association, the liberal view of the .self as a totally unencumbered and radically free subject 
seemed plagued with difficulties. Though the nation state envisages a political community co-extensive with 
one cultural community, it need not, Ambedkar argued, necessarily lead to abolition of discriminatory ca.ste 
practices in civil society. To restore the cultural rights of stigmatised populations, unredeemed by the nation 
state, propelled Ambedkar to seek solution in Buddhism. 


IN this essay, 1 examine the ideas of 
Bhimrao Ambedkar (1891 -1956) who was 
a dominating figure and active organiser 
of the dalits during the anti-colonial 
struggle against the British in India.' I 
examine his concept of distributive just ice 
which is based on the idea of a casteless 
society. This is of course a vast topic, and 
in order to make it manageable, I shall 
concentrate on certain aspects of his theory, 
namely, the critique of domination and 
oppression of dalits, and their exclusion 
from the right.-, of citizenship. Ambedkar's 
main claim is that a .society bu.scd on the 
caste system cannot be a ‘real’ community 
bccau.se it violates the respect and dignity 
ofindividuals.^Ishallargucthathiscritiquc 
of a caste-ridden society raises .some, inter¬ 
esting questions about the limits of the 
theory and practice of citizenship and 
liberal politics in India. My intention here 
is to analy.se his ideas on equality and 
justice in the way they complement other 
themes and concepts in his work. Since 
many arguments in this paper arc part of 
a larger project, the numerous simplifica¬ 
tions may be regarded as tentative and 
provisional. 

To develop the setting for the discussion 
on distributive justice, I argue in Section I 
that Ambedkar’s critiques of both the rule 
ot the Indian National Congress and 
brahmin domination of society place him 
in an uneasy position within the discourse 
of nationalism. In Section II. I examine 
the views of Gandhi and Ambedkar on 
equality and distributive justice, which I 
contend, reflect the differences in their 
approach towards the abolition of the caste 
system. In Section III. I critically examine 
three components of Ambedkat’s theory 
of distributive justice. Having done this, 
I return briefly, in the final section to argue 
that while Ambedkar believed both in the 
basic tenets of liberal politics and a 
eastcless society, ihc principles behind 


the one often contradict those behind the 
other. 

Some of the que.stions raised in this 
account are: I irsl why did Ambedkar differ 
from other nationalist leaders in his analysis 
of Indian society? What is the concept of 
swaraj in Ambedkar's account of brahmin 
domination? How did Ambedkar resolve, 
if he ever did, the idea of separate elec¬ 
torates with a conception of distributive 
justice in the struggle for the liberation of 
dalits? But in focusing on Amhedkar, some 
might object that I have ignored many 
other arguments presented in favour of 
liberation. Before I look at possible answers 
to these questions I will give some reasons 
why it is important to look at Ambedkar 
from my perspective. There arc three 
contemporary debates to which I hope this 
essay will make a contribution. 

First, consider the claims made by the 
historians ot the freedom movement led 
by the Indian National Congress. The view 
that the national movement is a ‘popular, 
multi-class movement’ is grounded on the 
as.sumption that the entire world of political 
action can be comprehended through the 
categoriesof imperialism, nationalismand 
communali.^m.^ As aeorollary tothc above, 
there is the as.sumption that the concept 
of nationalism has a deeper significance 
and therefore it resi.sts multiplicity and 
retains its indissolubility despite every 
attempt to resolve it i nto subdivisions such 
as region, class, caste and gender. 

Of cour''e. recent history writings, 
represented for example by the historians 
of the subaltern school, question these 
as.sumptions to a large extent.'* But it is 
surprising how often one reads’ about 
’subaltern’ protests without encountering 
the name of Ambedkar, and his efforts to 
improve the condition of the dalits. More¬ 
over, these critiques of colonial discourse 
valorise indigenous communities; this 
makes impossi ble sympathetic evaluations 


of many movements for women’s rights 
and iowcr-ca.ste protests which might have 
utilised aspects of colonial policies and 
western ideologies.* 

I will argue that the question of the 
identity and existence of the nation was 
addressed by Ambedkar in opposing there 
elite-led nationalist project. What was the 
nation, what was national oppression and 
the way to overcome it, was a common 
question. What is interesting is his answer 
which focuses on the oppressive character 
of the Hindu community ha.scd on the 
principles of the caste system. By arguing 
for the rights and basic needs of the dalits. 
he challenges the assumptions of both 
nationalist politics and indigenous com- 
ni^unitarian politics. By choosingtodi.scuss 
Ambedkar, I hope to point towards histories 
not neatly preoccupied with anti-colonial 
natonalism; once ensnared within the 
‘particularism’ of national politics, the.se 
leaders found it diflicult to maintain focus 
on social disadvantage as the main fulcrum 
around which politics should be organised. 

The second problem which arises in 
focusing on Ambedkar is of locating him 
in the debate on modernity and tradition. 
Of the various streams which responded 
to colonialism, Ambedkar could be in¬ 
accurately placed, in the category of 
‘modernists’. This response, as described 
by Bhikhu Parekh, viewed Hindu society 
as "beyond hope and their salvation lay 
in radically restructuring it along modem 
or European lines’’.^ The modernist 
programme for the "regeneration of India 
consisted in creating and using a strong, 
interventionist, domocratic, secular and 
centralised state to recreate society”.’ 
Although they covered a wide spectrum, 
the proponents of this view were united 
in their belief that the state stood for 
modernity and society for tradition. 

Ibelieve, Ambedkar articulates the theme 
of modernity by claiming that individualist 
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forms of organisation typically replace 
communitarian ones like the caste system 
m modem society. He shares much with 
his contemporaries in the liberal tradition 
on this project. However, he goes further 
becau.se he envisions the reconstruction of 
ourexistence embedded in social relations 
characterised by caste groups. Despite his 
belief in the project of modemity, he departs 
from other exponents of this tradition by 
giving new arguments forcertain concepts 
like equality and distributive justice in the 
colonial context and by adopting a critical 
position on the European experience. The 
prospect of moulding India or its 
institutions in the image of the British had 
no appeal for Ambedkar. I'or how else 
could he turn to Dhamma? 

1 rai.se this point because it is ot great 
importance in the current debate on 
modernity and tradition tn political science. 
.Some scholars quest ion this dichotomy by 
arguing that "a translormed version of this 
“traditional” structure had become a 
vehicle for representative and parlia¬ 
mentary democracy and was functioning 
asademocratising force". Caste, according 
to this view, "was anti-ca.stc. in that the 
horizontal mobilisation of larger lower 
caste commiimties was gaining them 
power, status and wealth which allowed 
them to challenge and overturn the 
hierarchy ol caste us ritual rank... In this 
sense, "traditional” structures and com¬ 
munities of sentiment, identity and action 
seemed to us by no means irrelevant even 
to competitive democratic politics and the 
realisation ol egalitarian values.”’* 

Now this IS very different from what 
Ambedkar wished to achieve by ques¬ 
tioning this dichotomy, he saw the caste 
system as a serious obstacle in the path 
ol democracy. According to him. demo¬ 
cracy lies not in the form of povemment 
but in terms of as.sociation between the 
people who loim diat .society Because 
Indian society is divided and graded on 
the basis of the ca.ste sy.stcm, it is not 
democratic.'’ 

The third problem is to explore how 
questions ot caste have enteied into 
lormulations of both Indian and Hindu 
nationalism. According to wail OmvcJt, 
even before Veer Savarkar developed a 
coherent Hindu ideology during the 1920s 
equating “Hinduism’ and “nationalism’, 
“the dominant elite ideological trend by 
the end of the 19ih century was that of 
a revitalised Hinduism equated with 
nationalism”.'*’ This is the most difficult 
area to explore. Ambedkar's relationship 
to the national movement was complicated 
and problematic. The fundamental error, 
Ambedkar believed, was to fail to see the 


danger from the views of. not of the ortho¬ 
dox Hindu, whom he had given up years 
before as hopeless, but of Gandhi and the 
Congress. Why could he not isolate the 
obscurantist and parochial current in this 
confrontation'.’ In sections below. I address 
the first two questions, and partly look at 
the third. I should like to examine the latter 
at somewhat greater length in the future. 

Indian Soeii.Ts: Amiii-okar’s Anai ysis 

The first question which arrses is: Why 
did Ambedkar not endorse the nationalist 
di.scourse of this pci lod'.’ There arc several 
answers lo this One explanation for this 
is given by Omvedt when she writes: "It 
is impossible to conceptualise the dalit 
tnovemcin in India in the absence of 
Ambedkar. it isequally difficult lo imagine, 
sociologically, Amix'dkar coming of any 
other region Ilian the Marathi-speaking 
areas of British prc.sidency Let us 
explore this a little bit more. 

Omvedt refers lo the existence of an 
important iradiliotiof anti-casic movement 
in Maharashtra that needs to be seen as 
part of the response to indii.stiialisaiion 
and urbanisation. This was the site of ihc 
radical movemeni of Jotiha Phule’s 
Salyashodhak Sainaj. and from Ihc lime 
of Tilak, It had also provided a strong ba.sc 
loi Hindu revivalism in the form of a 
Hindu Mahasahh.!.’' In fact, the Indian 
National Congress held its first session in 
188.5 in Bombay. 

There was another reason lor 
Ambedkar'scritical position on nationali.si 
politics. IIc was a mahar. the largest un¬ 
touchable ca.ste III Maharashtra. His 
actions, then, according lo Zelliot. "were 
moulded not only by his own pcr.sonal 
background, and achievements, and the 
Maharashtrian thinking of his day, out 
al.so by his status as an untouchable”." 
'Iliis group he came Irom had begun social 
and political niovemcni.s befoie he 
assumed a position ol leadership.' Behind 
this idcniilicalion with a non-brahmin 
group lay the logic ol a movement that w as 
essentially anti-caste and not simply a 
movement for “unlouehability removal’ 
or ‘sell-reform’.t his is not lo say that 
the Mahar movement in Ihc laiei I9ih 
century was :in isolated movement hut 
only to .suggest that all lhe.se influences 
constantly sticaming in arc employed by 
Ambedkar m a new sense and directed 
towards a new' .solution.'* 

To what extent docs his work, m this 
political scenario, represent more than a 
resuscitation of known and traditional ideas 
and lo what extent docs it deviate from 
the traditional mode and contain new and 
original thought? There is no doubt that 


Ambedkar’s writings chiefly captured the 
political tradition of their time: the 
philosophical views of that time must be 
at least in part responsible for his 
dissatisfaction with the nationalist 
discourse - the new political mood after 
the Monlagiie-f'helmsford Reforms; an 
awakening among the minorities for 
sateguaiding their interests in relation lo 
the 11 indu majority which pointed towards 
wider political participation i n the national 
movement. Yet. his thesis does not fit in 
with the dominant discourse on nation¬ 
alism One of the reasons behind 
Ambedkar’s veidiet on the national move¬ 
ment and Its leaders, I believe, was their 
general indillerence lo caste is.sue.s. The 
intelligentsia, as part of the Congrc.ss 
leadership, organised first as social 
reformers against Ihc British, and al.so 
organised as nal lonalists tocliallenge many 
aspects ol Indian tradition. But they 
remained very ambiguous towards nmioval 
of the ca,sle system." I .inked to Ihc debate 
on social and political reform was the 
issue ol class. Mary comniunist leaders 
analy sed caste in a mechanical class frame¬ 
work and sought lo override traditional 
idcniilies lallier than re-interprel them."* 
Therefore, a plausible explanation could 
be loiiiul m his fiwn soluiion for liberating 
the dalits. Ambedkar realised that Ihc 
idenlitieation ot Indian eiilluie with 
I lindtiism is incorrect. Becau.se he believed 
that ab.sorption into Hinduism meant the 
acceptance ol Hindu leadership in the 
national movemeni. he lelt il would be 
wiser lo take chances with a religion which 
has many saleguards. At first, he tried lo 
assert the path of radical autonomy, 
encouraged the dalits lo form llieir own 
organisations and to deal independenlly 
with .some basic issues il means that the 
dalits lliemselves. "wi uld have lo redefine 
and reLOii.slilule their relations with the 
whole of Hindu society".''’ But if the 
dalits were not Hindus, what were they? 
In lact, a non-Hindu choice .seems lo have 
led him finally, toidenlily with Buddhism.'*’ 
At the theoietical level, Ambedkar's 
language turned out to be singularly open 
to mi.seoii.struals. It was not easy foi many 
to accepi the Indian National Congress, 
social reform organisations and the Hindu 
Mahasabha as irreconcilable opponents of 
the dalits; neither was il easy to accept the 
praise accorded by Ambcdkario the British 
.state for raising the status ol untouchables. 
Even more open to misunderstanding was 
Ambedkar’s critique of nationalism; 
whereas Ambedkai attacked the Congress 
foi their failure lo recognise caste issues, 
he was erroneously taken to reject nation¬ 
alism altogether. He was supposed to be 
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not only anti-national but to advocate a 
separatist policy which was anti-scclarian 
as well Opposed by both traditionalists 
and Congress leaders, Ambedkar reserved 
his most bitter attack for Gandhi’s 
relormism. 

Disikibutivi; Jostici;: Di-batf. with 
Ganoiii 

In this section. I examine the conflict 
between Gandhi and Ambedkar in terms 
of their ideological difference t)n the caste 
system. Both the thinkers approach the 
matter from quite different angles. I argue 
that there arc real and serious disagreements 
between them, especially regarding the 
conclusions that each of them draws from 
their prcmi.scs. 

Gandhi had two arguments against 
untouchahility: the unity nr the political 
argument and the ethical argument. I shall 
examine these in turn. 

As a leader working for a national goal. 
Gandhi argued for removing inju.sticcs 
faced by 'untouchables' because he felt 
the need to weave the divergent interests 
in India into a unified opposition to the 
British: he argued for pursuing this course 
o! rcfomi without challenging the .social 
labric 1 1 Iii'lian society. He cmphasi.scd 
that a politK. I separation of untouchables 
from the rest ol the Hindu population 
would reduce Hindu plurality vis-a-vis 
other minority groups, in part, the 
Muslims.-' 

The ethical argument is premised on llie 
view that Hindu .society must rest on moral 
cun.scnsus, that political conHict can only 
be kept within bounds if there is a moral 
consensus on the caste system. Gandhi's 
ethical argument rested on two claims. 
First, he claimed that the heart of the caste 
Hindu could be changed by applying moral 
prc.ssures within the framework of the 
Hindu tradition. Second, there was an 
obligation on the caste Hindu to be 
individually responsible towards the lower 
caste groups. In his conception of the 
moral or perfect society, Gandhi main¬ 
tained that i's enduring basis can only be 
the moral calibre ot the individuals who 
constitute it. 

Although Gandhi’s views changed over 
the years, he always believed in the 
varnashramadharma, the divinely 
ordained division of society into four 
defined groups according to duty: brahmin 
kshatriya, vaishya, shudra. In an exchange 
of views on this problem, he .said: 

I do not believe the caste system even as 
distinguished from varnashrama to be an 
'txlious and vicious’ dogma. It has its 
limiialions and defects but there is nothing 
sintui about it, as there is about 


untouchability. and, if it is a bye-product 
of the caste system, it is only in the same 
sense that an ugly growth is of a body or 
weeds of a crop. It is wrong to destroy 
caste because of the outcaste, as it would 
be to destroy a body because of an ugly 
growth in it. or of a crop because of its 
weeds... 

Later, he distinguished between caste 
and varna. In his response to Ambedkar’s 
undelivered speech titled: 'Annihilation 
of Caste’ (19.36),^^ he said: 

Caste has nothing to do with religion...it 
IS harmful both to spiritual and national 
growth. V ama and Ashramaareinstitutions 
which have nothing to do with castes. The 
law of varna teaches us that wc have each 
one of us to earn our bread by following 
Ihe ancestral calling. It defines not our 
rights hut our duties...The callings ol a 
brahmin - spiritual teacher - and a 
scavenger are equal, and at one time their 
due performance carries equal merit before 
god and seems to have carried identical 
reward before man.^'* 

To this Ambedkar replied, questioning 
the logical conclusions of his doctrine: 
"When can a calling be deemed to have 
become an ancestral calling .so as to make 
it binding on a man? Must man follow his 
ancestral calling even if it docs not suit 
his capacities, even when it has cea.sed to 
be profitable’' Must a man live by his 
ancestral calling even if he finds it to be 
immoral?”^' 

I'ollowingargumcntsfmmjusticc.rather 
than arguments for unity, Ambedkar states 
that t'xisimg inequalitics cannot be morally 
delendcd-toavoidthe morally illegitimate 
exclusion ol unioiichablcsonc would have 
to di I leicni lale conceptually and practically 
between different levels of citizenship. 

Ambedkar proposed thc.se arguments 
when he came into conllict with the Con¬ 
gress, and with Gandhi in particular, on 
two occasions - the temple entry attempts 
and .separate electorates. Ambedkar put 
forward arguments based on the principle 
of liberal equality and di.stributive justice 
to sustain his ca.se. Equality meant not the 
equal status of vamas, but equal social, 
political and economic opportunity for 

At first.; e made several attempts to gain 
religious and social rights for the un¬ 
touchables, by using the Gandhian 
technique of satyagraha; drinking water 
from a public tank in Mahad (1927), temple 
entry to the Parvati temple at Poona (1929), 
and then the Kala Ram temple at Nasik 
(1930-3,5).^^ The failure of temple entry 
movements demonstrated, according to 
Ambedkar, that the untouchables were not 
really a part of Hindu society and would 


never be accepted as equals by Hindus 
within thatframework. It wasquitc obvious 
that this low threshold concept of a legal 
conception of equality allows fordifferent 
degrees of political participation. In short, 
it docs not allow for a corresponding 
conception of political citizcn.ship. Thus, 
from a position of questioning the 
brahmanical social order, Ambedkar 
moved towards its rejection: raising the 
issue of conversion by the untouchables 
in 1935. 

But there was another reason. The second 
occasion was the Round Table Conference 
held in 1930at London, where both leaders 
confronted each other on the issue of the 
political rights of depressed clas.scs. 

Earlier, in the 'Evidence before the 
Southborough Committee on Franchise’ 
(1919), Ambedkar (invited as a delegate 
of the depressed classes) had argued elo¬ 
quently foruniform franchise, for securing 
access for the depressed clas.ses to the 
public sphere - to public wells, roads, 
schools, temples, and cremation grounds 
- and for special provisions for Ihcii 
adquate rcpFc.scntation of their interests 
and opinions. 

Untouchability constitutes a definite set ,)f 
interests which the untouchables alone 
can speak for. Hence, it is evident that wc 
must find the untouchables to represent 
their grievances which are their inlere.sts. 
and .secondly, wc must find them in such 
members as wi II constitute a force sufficient 
*to claim redress.^* 

After the Round Table Conference, 
(where he argued against a general 
territorial electorate forthc untouchables), 
the communal award of 1932 gave the 
depressed classes, a double vote, one in 
a special constituency and one in the 
general electorate - a decision which 
appeared to recogni.se untouchables as n 
minority group viutside of Hinduism. 
Gandhi’s response was to enter fast untc 
deat h on September20.1932. He exprc.s.sei] 
his argument on the grounds for unity 
between the two: 

a heart understanding between the two. tht 
greatest opportunity of repentance anc 
reparation on the part of the suppressors. ..I 
would therefore favour widest po.ssibk 
franchise for the suppressed and establtsl 
a convention between the two sections foi 
securing proper election of representative! 
of the supprcs.sed.^‘^ 

Under great pressure from other politica 
leaders, Ambedkar relented. However, the 
Poona Pact, which followed, recognisec 
untouchables as a political category acros! 
British India by providing reservations oi 
seaLs for the depressed classes in the centra 
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legislature and in the provincial legis¬ 
lature.^*’ Admittedly, all of these changes 
had hardly any effect on the economic 
conditions of the untouchables, but it did 
set in motion an important process of 
transformation at the level of ideology 
which I now examine. 

Limits of Amreukak's Quest 
FOR Liberation 

In a limited .sense, Ambedkar’s con¬ 
ception of equality and justice derive from 
the liberal vision and tradition. But given 
the context of the colonial state, he departs 
from that tradition and innovates thinking 
about justice in a remarkably novel way. 
There are three components of Anibedkar's 
theory of distributive justice, (a) equality 
of opportunity for all citizens, (b) critique 
of Hindu society based on an autonomous 
ideology, and (c) establishment of a 
casteless .society by removing oppression 
and domination. There might be other 
aspects but for the purpose of this paper 
and my argument, I shall only focus on 
these I shall critically examine each in 
detail to point out the limitations of this 
project. 

Amhcdkar accepted a legal and social 
conception of equality, which I call the 
formal principle of a liberal conception of 
equality. It entails the elimination of 
arbitrary advantages in a social and 
economic system, irrespective of whether 
the inequality results from one’s choice 
or that of another. 

(a) All .social inequalities are unneces¬ 
sary, and unjustifiable and ought to he 
removed. 

What he also found desirable was the 
idea of equality of opportunity for all 
human b'-ings in the social and political 
sphere.-^' It was further linked to his 
argument for more abundant political and 
civil liberty fordalils. On his account this 
requires that any government treat all those 
in its charge as equals, that is, as entitled 
to equal concern and respect. I also interpret 
this idea of equality of opportunity as an 
example of the maximi.sation of equal 
liberty. In this view, to demand equality 
of opportunity is to demand the removal 
of obstacles that stand in the way of an 
individual realising his potential. 

Ambedkar’s initial programmes attempt 
to integrate the dalits into society and 
politics through ‘modern’ political insti¬ 
tutions. He put his faith in the constitution 
and the legislative process, as well as the 
representative bodies to correct social and 
economic injustice. Ambedkar’s ideal for 
the low caste groups was to raise their 
educational standard so that they may 
overcome the social disadvantages 


imposed by their birth, and be in a position 
touse political powerin resolving problems 
of injustice. His adaptation of western 
concepts is reflected in the way he used 
to justify political rights of the dalits based 
on democracy, fraternity and liberty, in 
Marathi speeches; he conveyed the 
implication of these concepts in a single 
word, manuski which means ‘human¬ 
ness 

While Ambedkar saw the prescriptive 
uses of the concept of equality in moral 
and political arguments as quite useful, he 
wasconsciousof the inequality of treatment 
ba.sed on ca.ste and tradition. To bring 
about a more substantial equality must 
involve treating people differently which 
is contrary to the formal principle. For 
such rciLsons he adv(x;atcd a separatist 
policy for the dalits which might accentuate 
ca.ste di.stinctinns at an initial stage but 
eventually make these identities un¬ 
important. Therefore. Ambedkar insisted 
on the right to take into account the special 
claims of certain communities which had 
for centuries been excluded from position 
of equality and respect.^^ 

Departing tundamentally from the 
individualist premise of the equality 
principle he proposes; 

f 1) Athcoryof rights as legal entitlements 
casting obligations on the members of 
civil society. The ‘untouchablcs‘ had a sci 
of rights and the state a duty to eradicate 
discriminatory practices. Norms of non- 
di.scrimination apply not only to govern¬ 
ment but also tocivil scKiety-corporations. 
schools, places of worship, etc. 

Where the rights theorists of the 17th 
and 18lh century tended to regard right as 
a faculty of possession, Ambedkar en¬ 
courages us to stress the relational aspect 
of rights. The important point here is that 
these rights arc pul forward as important 
elements or vital ingredients in a fully 
realised human life. 'Tlie core argument 
is that members of the group sufferbccau.se 
they are neither accorded the same respect 
nor afforded the same opportunities as 
other persons or groups. They are prevented 
from realising their capacities, in other 
words, they are not treated with full respect 
and dignity. 

(2) The basic human needs of the dalits 
were not only material (wealth, occu¬ 
pational mobility) but non-material: all 
have the right to be human and the right 
to live with dignity and self-respect. 
Although, he stressed the need for reser¬ 
vation in representative institutiores, this 
is only to acquire equality in other goods. 
For such reasons, he extended his theory 
to cover such goods as self-respect, power 
and honour. 


Therefore. I argue, Ambedkar accepted 
the premise of equality but advocated 
group-ba.sed politics to achieve that goal. 
The first is constitutive and the second 
derivative. Ambcdkareloqucntly pleaded 
the case the necessary priority of com¬ 
munity claims over individual rights on 
the grounds that the.sc departures from 
formal equality could be justified in the 
following way: 

The anti-discriminatory theme: The anti- 
di.scnminatory principle's main purpose 
is to prevent private practices and legal 
procetlures from stigmatising the indi¬ 
viduals involved. This was viewed as 
necessary given that structural forms of 
oppression again.st the dalits were well 
entrenched. To remedy this social malaise 
Ambedkar raises the possibilities for 
political participation of dalits through 
reservations. It was his view that a 
legislature ‘mainly composed of high caste 
men, will not pass a law removing un- 
touchahility, sanctioning inter-caste 
marriages, removing the ban of the u.se of 
public streets, public temples, public 
schtKiIs...’’* 

The reparation theme: The other idea 
was that ol historic injustice suffered by 
the dalits. This theme was proposed to 
olfset the systematic and cumulative 
deprivations suffered by lower ca.stes in 
the past. Ambedkar argues that some 
oppressive cultural practices and social 
institutions result in injustice and accumu¬ 
lated disabilities fur untouchables.^^ 

He was aware of the conceptual in¬ 
coherence these themes gave ri.se to when 
applied to policy issues. But as I have 
argued so far, this is a derivative political 
position. In fact, he was to warn of the 
possibility that these special claims might 
cat the general rule of equality altogether. 
Unlike anyone else, he pursued the 
argument that “the constitution should not 
only declare that we shall have specific 
rights that every community will have, but 
that the constitution should provide ways 
and means by which we shall be protected 
in the exercise of thc,se rights’’.^" 

The second component of Ambedkar’s 
theory of distributive justice was the 
construction of an ‘autonomous’ ideology 
opposed in fundamental respects to the 
traditional ideology of vama. The central 
problem, lor him, in this regard was the 
formulation of a counter-ideology which 
can bring about radical .social change; he 
was concerned to fight for a new society 
ba.scd on equal concern for all.^’ This is 
evident from his critique of the Hindu 
community on the following basis; (I) the 
community as unequal; (2) the community 
as ba.sed on segregation both territorial 
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and idcolojiical: (<) the closed ruiturc of 
(he coiniiiuniiy: and (4) the distinction 
between the public and private sphere. 

Th( first aspect of his critique was 
directed at the tlieory ol cliatiirvarnya’ 
which makes the principle ot graded 
inequality 'the basis lor determining the 
(ernis of a.s.socialed life us between the 
four varnas'. 'I'his is not merely notional, 
but legal and penal: under this system the 
shudra is subjected to innumerable 
Ignominies and disabilities so as to prevent 
him from raising above the londitions 
fixed for him by law.’^*’ 

The second aspect draws ailciil ion to the 
permanent segregation ol people m the 
Hindu community based on the ideological 
principle ol purity and impurity. 1 le rejects 
the ternlorial .segiegation which accom¬ 
panies this While distinguishing between 
the nglils of untouchables and the pure 
he raises some fundamental questions 
ol ciii/enshiji; “lint the itn|Hirity of the 
.'S()-6()tnillionol the untouchables ol India, 
quite unlike the impurity arising from birth, 
death, etc. is |ieiniunenl: The Hindus who 
touch them and become jiolluted thereby 
can become puie by undergoing puri¬ 
ficatory ceremonies. But there is nothing 
which can make the untouchables purer. ..It 
is a ca.se o* |)crmanent. hereditary stain 
which nothing can clean.se" ■*’ 

The third aspect ol hiscritique isdirecled 
at the nature of closed religiints com¬ 
munities without entry points. In ‘Mr 
Gandhi and the Hinancipation of 
Untouchables' (Idd.S), he points out that 
the legislative majorities and minorities 
arc political categories which are lluid 
subject to the process ol paity lormatioii 
and electoral practices. But the 11indu and 
the untouchable lelationship cannot be 
captured by these categories. Their 
dilference's that they are separated by 
a fundamental and deadly antagonisin'. 
Hindus and untouchables are not lluid 
categories but they aie 'lived as permanent 
comnuiniiies’!'*“ 

He argues against nationalist attempts 
to define what it means to have equal 
opportunities - m terms of having the 
same di.stribution ol results for iniijor social 
groups in the public spheie. He revealed 
the inequality in the social s|>here arising 
out ol the nature of closed religious 
coinnumitics, because "most people do 
not reali.se t hat society can practise tyranny 
and oppression against an individual in far 
greater degree than a government can... 
What punishment in the penal code is 
compaiablc in its inugnitude and its .severity 
to excommunication'.'"'*’ 

On the basis ol these propositions. 
Ambedkar's .solution for the dalits - the 


establishment ot a casteless society - went 
beyond the liberal framework he was 
located m. Let me try to reconstruct his 
argument. 

From a liberal point of view, Ambedkar 
was arguing lor an individual's freedom 
to associate; to form communities and to 
live by their own terms ba.sed on equal 
concein. A corollary ol this is that the 
individuals should be free to disscxiiate 
fiom such communities. 

Again, his view placed great weight on 
the nature ol communities as voluntary 
as.sociations. But, since membership is 
determined by birth inaHindu community, 
rather than by deliberate choice, it is a 
coercive association. There is no option 
ol entry for those born outside - even 
though groups might seek to retlcrmc their 
boundaries. While superficially attractive, 
the liberal view of the self as a totally 
unencumbered and radically free subject 
.seemed plagued with difficulties. 

This eventually led Ambedkar to locale 
the distinction between a (voluntary) 
jiolitical community within which an 
individual exercises his legal rights, and 
a (coercive) cultural community within 
which individuals could noteven formulate 
their aims.'*'* People who have the .same 
rightstociti/.en.ship may not have the same 
cultural rights. A political community, 
argued Ambedkar, may not be co-cxlonsi ve 
with one cultural community, as is 
envisaged by the nation state. For 
Ambedkar the two forms of community 
do not always coincide. This distinction 
leads him to argue that individuals are free 
to leave - to renounce - membership and 
to reconstitute theii own community. Here 
Ambedkar was mi.staken in his assertions 
about liberalism's implications; there was 
no good reason for any liberal to support 
him in this. But I believe it is this very 
justification that inspired him to seek 
conversion to Buddhism. 

In Ambedkar’s opinion the transition 
from British to Hindu masters signified no 
emancipatoiy potential for the mas.ses. The 
fight for a national cau.se, according to 
him, misconstrues the role of swaraj: "In 
the light foi swaraj. yt)U fight with the 
whole nation on your side. In this, you 
have to figb' again.st the whole nation and 
that loo, on your own... In my opinion, 
only v.'hen the Hindu .society becomes a 
castcless society that it can hope to have 
strength enough to defend itself. Without 
such internal strength, swartij for Hindus 
may turn out to be only a step towards 
slavery.’"*' 

It IS this total programme of societal 
transformation which constituted his 
conception of swaraj. Swaraj was not just 


freedom from the Briti.sh, it was a freedon 
based on di.stributive justice. 

Concluding Remarks 

Ambedkar’s critical dialogue with some 
Congress leaders and his struggles tc 
reform Hindu society occurred within i 
colonial context. His struggle is not will 
faith but with false brahmanical beliefs 
not with religion but with hrahmir 
domination of Indian society. He portray.' 
the nature of the caste sy .stem in our socict) 
i n part icu lar using it to show that Hinduisir 
was incapable of c.stablishing a jus 
political and .social order. His viewdifferci 
from other nationalist leaders and social 
reformers in that he never claimed highei 
caste status lor untouchables, nor did he 
ever invoke another claim - that un 
touchabics were pre-Aryan, the origina 
settlers of the land or claimed spiritua 
equality for lower castes within the Hindi 
tradition. And most importantly hisreforms 
were not directed towards the caste- 
Hindus. 

Unlike other critiques of brahmir 
domination and ctistc hierarchy whici 
focus on the unity argument, Ambedkar’i 
critique provides a justice argument agains 
the caste system. Most nationalists arguei 
that their country was fragmented, deeplj 
divided into a large numberof ca.stes, .sub- 
castes and local communities; that is whj 
the Hindus hud failed to develop a sense 
of mutual concern and social campassion 
Ajtjnbedkar’s theory of caste oppressior 
focu.ses not only the distributive paradigir 
(allocation ot material goods such as re 
sources, income, wealth or the distributioi 
ot social positions, such as jobs) as man) 
contemporary liberal theories do. but alst 
brings out (he issues ol decision-niakinj 
(representative institutions for the dalits 
division of labour (occupai ional mobil i ty) 
and culture that bear on distributive justici 
but were often ignored in nationa 
assessments of their social structure. 

This argument was premi.scd on twi 
views; (a) the problems of dalits wouli 
always have a particularity that could no 
be subsumed under class or nationa 
mobilisation; (b) the .status of the daht 
was ‘irreversible’ if they remained isolate 
within Hindui.sm. Therefore, he formulate 
dalit liberation in terms of two solution 
- political assertion through separat 
electorates and ideological liberation fror 
Hinduism by converting to Buddhism. 

Unfortunately, the very cogency an 
persuasiveness of his arguments rais 
questions as to the broader contours of hi 
thesis. Oi.ssatisfied with the dominar 
proposals for the reform of the caste systen 
Ambedkar undertakes a recovery c 
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Buddhism as a religion that relates to 
individuals with dignity and respect. 
However, Ambedkar's point that 
Buddhism provides the needed theoretical 
framework to understand Indian politics 
has its weaknesses. Indeed, by spending 
considerable energy exploring key 
conceptions in Buddhism such as ahimsa, 
rebirth, karma, etc. Ambcdkar leaves us 
wondering how helpful Buddhism is if the 
terminology is so open to interpretation.'*^ 

Behind this solution lay the laudable 
idealthat responsibility forremovinggroup 
identity status lies with the dalits them¬ 
selves, not with the largcrdominant .society. 
But it is an explanation that completely 
ignores the pernicious effects of castcism 
inthe Indian social tabne. On the Hip side. 
Ambedkar's ‘self-help’ ideology per¬ 
petuates the mythical notion oi a 
'monolithic'dalit community which made 
it possible for them to confront other 
parties. But this political Icgitimisation 
also pre-empts questions of interest 
differentiation among the dalits. 

'Hiis takes us to my linal observations. 
All this is not to deny that in his critique 
of the caste system, Ambcdkar is clearly 
arguing Ibrexpandingthe rightsol citizen¬ 
ship to the ‘untouchables'. At a more 
substantive level he is pushing the ca.se 
for a casteless society without oppression. 
How was this possible in practical politics'? 

My own view is that these two per¬ 
spectives arccontradictory if the objectives 
they f(x;us upon - the promotion of political 
ami .social equality, the abolition of the 
caste system - are conceived as aims in 
themselves. But unlike the abolition of 
the caste system. I do not believe, in 
Ambedkar’s writings, that liberal politics 
with their emphasis on rights, equality of 
concern and respect, or freedom to 
associate can .sensibly be defended as more 
than an instrumental objective. He believed 
that the more an individual’s rights arc 
re.stricted due to his caste location - for 
example by constricting the mobility in 
occupation, of re.sidencc, of religion, etc 
- the less possibility is there of social and 
distributive justice. The principles 
underlying the ca.ste system unlock the 
mystery to the inegalitarian distributive 
outcomes .in other spheres. I do believe 
that It is an important consideration and 
one that plays a key rule in what I regard 
as the only cogent ju.stification for 
removing caste sy.stem in Ambedkar’s 
work. He poses the question whether 
separation, in some fashion, from the larger 
body politic, may produce more tangible 
results than have previous strategics 
(Gandhi’s and Shinde’s) aimed at 
integrating them into the system. Hence. 


his arguments for separate electorates fur 
dalits should be seen as derivative; equal 
opportunity in liberal politics was not his 
ultimate goal. In fact, he wishes to achieve 
much more. 

In the most general .sense, the dalit 
community is reconstructed by analysing 
the structural antagonism and conflict 
within the Hindu community: the idea of 
shared meanings, of normative frames and 
cultural values is questioned. By deve¬ 
loping a theory of oppression ot the 
untouchables by locating theircxploitation, 
marginalisation and powerlcssncss. he 
highlights the .structural and institutional 
relations that delimit the lives of the dalits. 
He also gives prominence to their cultural 
oppression which means how the dominant 
meanings ol our society stereotype one 
group. 

Ambcdkar al ways thought his acount of 
the role of caste sy.stem and its ultimate 
demi.se was superior to any other. And as 
history has shown, he was too optimistic 
in his predictions and not clear enough in 
this vision. However, mistaken he was m 
this analysis and however short-sighted he 
might appearto many scholars, with respect 
to the discourse of nationalism, the chief 
application of Ambedkar’s political 
thought may be seen today to reside in his 
reflections on social and distributive 
justice. The subsequent course of Indian 
politics was to piovc him correct; it was 
not the nation state hut its opposite, - 
irreconcilable political clashes between 
religious communities and caste-wars that 
would become the order of the day. 
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Growth of Literacy in Kerala 

State Intervention, Missionary Initiatives and Social Movements 

E T Mathew 

Contrary to the widely-held view which gives ‘enlightened’ native princes much of the credit for the 
widespread of literacy in Kerala, the educational transformation of that part of the country was triggered 
mainly by Christian missionaries (19th century) and movements for the uplift of deprived communities (first 
half of 20th century). 


AMONG the low-income countries/ 
regions of the world Kerala is widely cited 
as a unique example of high social 
development coupled with low economic 
development. It is well known that Kerala 
is far ahead of the rest of India in respect 
of the key indicators of social development, 
such as literacy, infant mortality and life 
expectancy. In fact, its achievements in 
this field compare favourably with those 
of several developed countries. No wonder 
that development literature is replete with 
laudatory references to Kerala’s achieve¬ 
ments lUnited Nations I*)?.*), Sen 1994, 
Dreze and Sen 1995]. 

This paper discusses how the state 
reached its present pre-eminent position 
in respect of one of the key indicators of 
social development, namely, literacy. In 
particular it highlights the relative contri¬ 
butions of different agcncics/institiitions 
to making Kerala the mo.st literate state 
in the country. It argues that contrary to 
the commonly held view that it was 
primarily the benevolence of native princes 
and their progress! ve policies that triggered 
educational development in the .state, the 
efforts of Christian missionaries during 
the major part of the 19th century and of 
the social reform movements during the 
first half of the present century took the 
lead in the educational transformation of 
Kerala. 

The role played by the state and the 
initiative taken by it is often exaggerated. 
Here is an example. The census com¬ 
missioner of Travancorc (the major 
constituent of present-day Kerala) stated 
in his report for 1941 that the high level 
of literacy, achieved by the princely state 
was the result of success! ve rulers’ personal 
interest in the educational uplift of the 
people (Census of India 1941, Vol XXV, 
Part I, p 155). In .support of this a.sscTtion, 
the report referred to the rescript (edict) 
issued by Rani Gouri Parvati Bayi in 1817 
directing that the state (Travancorc) “shall 
defray the entire cost of the education of 
its people in order that there may be no 
backwardness in the spread of enlighten¬ 


ment among them, that by diffusion ol 
education they might become better 
subjects and public .servants, and that the 
reputation of the state may be advanced 
thereby’’. Discerning .scholars have, how¬ 
ever, pointed out that the credit for this 
proclamation should go to Colonel John 
Munro, the Bnti.sh Resident (1810-19), 
who was also the ’dewan’ of Travancorc 
for a short period and not to the rani who 
was then only in her early teens and grossly 
ignorant of statecraft [Nair 1978: 40). 

Since the princely rulers of Travancorc 
were in many respects far moreenlightcncd 
than their counterparts in the rest of India 
they took keen interest in the education 
of their subjects. But functioning as they 
did in a highly caste-ridden society, the 
ruiers, in spite of their best intentions, 
most often proved ineffectual in ensuring 
educational opportunities for members of 
all castes and communities. Throughout 
the 19th century the Travancorc govern¬ 
ment did practically nothing to promote 
education among backward and depressed 
communities - which together accounted 
for nearly half the state’s population - or 
among women. This writer contends that 
the early efforts at the education ol the 
backward classes and women came not 
from the state, but from the missionaries. 
In his administration report for 1862-63, 
the dewan. Sir T Madhava Rao. confessed 
that very little was done for female 
education (Pillai 1940: 692]. It was the 
grant-in-aid education code of 1895 which 
for the first time provided funds for the 
establishment of schools for backward 
classes in Travancore [Travancorc Census 
1931:433]. In spite of the concerted efforts 
of the missionaries, literacy among the 
vulnerable groups remained extremely low 
throughout the 19th century. 

For breaking the strong casteist barriers 
to education (and several other aspects of 
social life), the .state had to await the 
emergence at the dawn of the present 
century of several powerful social reform 
movements - such as the Sree Narayana 
Dharma Paripalana Yogam (SNDP 


Yogam). founded' in 1903 under the 
leadership of Sree Narayana Guru (1855- 
1928) and the Travancore Sadhu Jana 
Paripalana Sangham, founded in 1907 
under the leadership of Ayyankali (1863- 
1941).' The SNDP Yogam led many 
agitationsforcndingdiscriminationagainst 
the c/.hava community. The.se agitations 
were later rcinlorced by the alliance forged 
among cz.havas, Muslims and Christians 
for fair rcprc.scntation in public service 
and for the total removal of all kinds of 
di.scrimination based on caste and com¬ 
munity. 

It was this alliance which eventually led 
to the formation of the Travancore State 
Congress, whith spearheaded the freedom 
struggle in Travancorc. In the wake of 
independence and the establishment of 
democratic rule based on adult franchise, 
the backward and depressed castes/ 
communities acquired sufficient political 
clout to wrest their due share of rights and 
privileges from the government. 

Since the high rate of literacy in Kerala 
has been largely due to the relatively rapid 
progress made by the former princely 
states of Travancore and Cochin, the dis¬ 
cussion in this paper will be based on 
developments in these two regions, 
especially Travancorc. 

Broadly three periods arc distinguished 
for the purpo.se of the di.scussion: (1) The 
19th century, during the major pan of 
which foreign missionary initiative was 
prominent and close co-operation existed 
between the state and the missionaries in 
their educational efforts. In the late 19th 
century the educational efforts of the 
foreign missionaries were in several cases 
supplemented and in a few instances 
replaced by the indigenous churches. 
(2) The first half of the 20th centuiy, during 
which several powerful social movements 
played a decisive role in the promotion of 
education. (3) the 43-year period since 
the formation of Kerala state, when the 
elected representatives of the people and 
the governments in power became more 
responsive to the economic and .social 
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aspirations of diflercnl sections of the 
population, cspociully the educationally 
backwaid regions in norlliern Kerala. 
Since developments during this pet lod arc 
more leteiit and better known, this paper 
will make only a brief letereiice to this 
phase 

1‘tlll Cl.Nll'HY Soi’IAt, Sci.Ni 

Forthose tuniiliur with only the present, 
positive aspects of the ‘Kerala model’ of 
development, it would be rather shocking 
to learn that Kerala in the 19th century 
was a highly conservative, hierarchical 
and caste-ridden society. According 
to Travancore cen.sus of 18.‘>4. the Hindu 
society consisted principally ot brahmins, 
nairs, backward communities (mainly 
e/havas) and slave castes (mainly 
pulayas). Brahmins were the only class 
which, free troin all social and religious 
disabilities,enjoyed near-absolute Ireedom 
ot action. 

All castes below the nairs weie treated 
as low castes. 'I'lu* lowliest ol the low in 
the hierarchy weie pulayas, pariahs and 
kuravas who wore agrestic slaves Un- 
touchabihty and even iin.seeability was in 
vogue." The members of the slave castes 
could be let on hire or transferred at the 
choice of the owner, ollered as prc.scnts 
to triends or as gif ts to temples, and bought, 
sold, or mortgaged m the same manner as 
the land on which they dwelt or us the 
cattle and other jiroperty ol their owners. 
The price of a slave varied from Rs 6 to 
Rs 9 IMateer I87();4,^|. 

The general circumstances of the 
backward communities (shanars and 
e/.havas) in rravancore were ‘most humi¬ 
liating and degrading’. They were not 
allowed to carry umbrellas, use footwear 
or gold ornaments or carry pots ol water 
on the hip. .Shanars weie also forbidilen 
to tiuild houses ot more than one storey 
111 height, milk cows or even use the 
ordinary language ot the country [Matecr 
I870'41]. Most abominable ol all is the 
fact that the shanar women were forbidden 
to wear any clothing above the waist. 

‘Hie prevalence ol untouchabihty and 
‘unapproachability' had for centuries 
prevented members of the lower castes 
from acquiring education of any kind 
except the knowledge handed down from 
ancestors by word of mouth. Hven when 
instituttonalised education began, the only 
recourse of these people consisted of 
.schools mn by the missionaries. Missionary 
schools which admitted lower-caste 
children were under the constant threat of 
withdrawl of the upper-caste pupils. It was 
this milieu which kept literacy rates in 
Travancore relatively low. 


Di.scrimination on the basis of ca.stc was 
not confined to Hindu society. The 
Christians of Travancore were subjected 
to several disabilities at the beginning ol 
the 19tli century de.spitc their having 
received rights and privileges from the 
rulers in earlier periods.-^ Church historian 
Agur has given a graphic description of 
the torments and tribulations which the 
Christian, communities had suffered 
(Agur 1903: 52-.‘»51. Not only Syrian 
Christians, who have always enjoyed a 
higher .social .status than lho.se newly 
convened loChristianity from lower Hindu 
ca.stes. but even iZuropeans were subjected 
locastc barriers.'* It was in such an environ¬ 
ment that British supremacy was estab¬ 
lished and along with it missionary enter- 
pri.se. 

lll.KAl.DINti MI.SSIONARY AcnviTY 

A lew events occurred in quick 
succe.ssion towards the end of the 18th 
ceniury and during the first two decades 
ol the 19th century which paved the way 
lor Protestant missionary enterprise in 
Kerala. The earliest among them were the 
lormation in 1795 and 1799 respectively 
of the London Missionary Society 
(I.MS), consisting of Kvangelicals, 
Anglicans and Dissenters, andtheChurch 
Mi.ssionary Society (CMS), constituted by 
an evangelical group within the Church 
of England to help in the propagation ol 
the Gospel in Africa and the cast. The 
second event was the addition of two 
clauses to the charter of the English East 
India Company, largely as a result of the 
pressure exerted by evangelicals led by 
William Wilberforce when the charter 
came up for renewal by the British 
Parliament in 1813.llic twoclauses related 
to the formation of a regular church 
establishment in India and the practice of 
issuing licences to missionaries for 
preaching in India. 

The third event had a direct bearing on 
Kerala (Malabar as it was known in those 
days). It was the visit to Travancore in 
180f> of Rev Dr Claudius Buchanan, 
chaplain of the English East India 
Company in Calcutta, whom Lord 
Wellesly, governor-general of all the 
Briti.sh poss ssions in ca.stcm India, had 
deputed to inquire into the state of 
Christians in Malabar. Buchanan travelled 
extensively in the princely state, visited 
Mar Dionysus, the metropolitan of the 
.Syrian Church, and several ancient Syrian 
churches. During his interview with the 
meiiopolitan, Buchanan proposed the 
e.stabli.shmcnt of schools in ail the 
55 parishes of his (the metropolitan's) 
diocese. However, no concrete step to 


help the Syrian Christians was initiated till 
the time of Colonel John Munro, resident 
of Travancore and Cochin. 

Thr fourth event consisted of a political 
development of far-reaching significance 
- theestablishmcnt of Britishoverlordship 
in Travancore and Cochin and the 
appointment of a British Resident in these 
princely states. Brictly stated, the invasions 
of Hyder Ali and Tippu Sultan of Mysore 
tightened the grip ot the East India 
Company on Travancore and Cochin. By 
a treaty concluded with the company in 
1791 the Cochin raja undertook to become 
a vassal of the English and to pay an 
annual tribute. In 1795 a formal treaty was 
concluded between Travancore and the 
company according to which the raja 
accepted British supremacy; Colonel Colin 
Macaulay^ was appointed British Re,sident 
in Travancore as well as Cochin in 1800. 
A fresh treaty of ‘alliance and friendship' 
concluded between the company and 
Travancore in 1805 conferred on the former 
the specific power io interfere m its internal 
aflairs in the event of internal strife or 
rebellion. The raja also undertook to abide 
by whatever advice the company might 
choo.se to give him in regard to the internal 
admini.stration ot the .state (Menon 1967. 
Government of Kerala 1970). 

En'o-k Pi,)ni i r Missions 

Colonel Macaulay helped Claudius 
Buchanan in his labours and research 
among the Syrian Christians of Travan 
core. Munro, who succeeded Macaulay as 
Resident (1810-1819), was still more 
zealous in the cau.se of Chn.stianity. He 
sent an appeal to the corresponding 
committee of the CMS in Madras asking 
for a few clergymen of the Church of 
England to work among the .Syrian 
Christians of Travancore and Cochin. 
Accordingly, the CMS decided to send a 
■mi,s.sion of help' to the Syrian Church. 

Rev Thomas Norton, the first CMS 
missionary deputed toTravancore, landed 
at Cochin in May 1816 and .settled at 
Alleppey at the suggestion of Munro. In 
181 '7 he established his first schcKi'i, with 
40-50 children,-in the Alleppey mission 
compound. This was the first CMS primary 
.school established in central Travancore. 
By 1839 Norton had eight village primary 
schools with a total strength of 289 pupils 
(Eapen 1985). In November 1816 Benja¬ 
min Bailey and his wife arrived, and they 
chose to move to Kottayam in central 
Travancore, in March 1817. SuKsequently 
missionaries Joseph Fcnn and Henry Baker 
also arrived in Kottayam. 

After the arrival of Bailey, Fenn and 
Baker, Norton gradually withdrew from 
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the ‘mission of help’ to the Syrian Church 
and concentrated on his individual 
educational efforts in and around Alleppey. 
Hie Nortons also took keen interest in the 
education of girls. In 1820 Norton's wife 
established a girls’ school at Alleppey 
with 13 pupils; the number rose to 18 in 
1829 and 36 in 1840 [Agur 1903:768. 
Eapen 1985:58]. Norton admitted pupils 
from all communities in his schools - 
Hindus (nairs. vellalas, chetties. arayans), 
Muslims and Christians [Catholics as well 
as Protestants]. The credit for introducing 
the modem system of primary education 
according to many observers, goes to 
Norton [Eapen 1985:59], 

Titomas Daw.son, a mis-sionary who had 
arrived with Bailey, remained in Cochin 
and engaged himself in the education of 
the local Jewish community. He e.stablished 
a school for Jews at Mattancherry. With 
the permission of the raja of Cochin he 
opened another school at Crangannur. 
TTie Daw.sons were succeeded by Samuel 
Ridsdale in 1820, He opened six boys’ 
schools with an enrolment of 294 pupils 
and four girls’ schcxils with a strength of 
64 pupils. 

As indicated earlier, the aim of the 
mission of help was to e.stablish a school 
in every Syrian parish. The parish schools 
were vernacular primary .schools attached 
to the church. The first such school was 
established by Bailey in 1817. In a royal 
‘neet’ (grant) Rani Parvathi Bayi, the then 
ruler of Travancore, made a gift of land 
for the school in 1818. The CMS committee 
offered an incentive of Rs 2-3 per mensem 
to any person who brought in 30 children 
to a school [Eapen 1985:62], The growth 
of parish schools during the early 
decades of the 19th century may be seen 
in Table 1. 

The partnership between the Syrian 
Church and the mission of help came to 
an abrupt end in 1836 due to .serious 
differences between the two parties. From 
then on the CMS mission functioned 
independently as a unit of the Anglican 
Church in India. The CMS missionaries 
began devoting more attention to other 
sections of the population, especially the 
outcastes. Several .schools came to be 
cstablishcdunder each of the new ‘mission 
stations’ established in many parts of 
Travancore and Cochin. In 1878 there 
were 141 schools underCMS management 
widi 4,665 pupils including 134 primary 
Schools with 4,113 pupils [Eapen 
1985:75], At the time of its centenary 
ot missionary activities, celebrated in 
1916, the society had 307 schools - mostly 
primary schools - out of which 244 schools 
received grants-in-aid from the government 


and the rest were recognised .schools 
financed by the CMS itself [Eapen 
1985:83], 

This paper discu.sses next the LMS's 
educational efforts in Travancore and 
Cochin. Kanyakumari.adistrict of present- 
day Tamil Nadu, was part of Travancore 
till the formation of the Kerala state follo¬ 
wing the reorganisation of states along 
linguistic lines in 1956. The LMS played 
a major role in the educational develop¬ 
ment of southern Travancore. Its 
educational activities began with the 
arrival of Rev William Tobias Ringeltaube 
inTrivandrum in May 1806 after spending 
more than a year learning Tamil at 
Tranquehar. It is worth mentioning that 
the British Resident had procured a 
passport for the missionary's travel to 
Travancore and offered to meet his 
travelling expenes. 

Though initially Ringeltaube wanted to 
settle in Mylaudy. he withdrew to 
Palamcottah (in pre.sent-day Tamil Nadu), 
in British India, as Velu Thampy, dewan 
of Travancore. had denied him sanction 
for building a church there. Due to the 
direct intervention of Resident Macaulay, 
however, Ringeltauheeventually received 
permission to build Travancore’s first 
Protestant church, the foundation for 
which was laid in May 1809. Ringeltaube's 
interest in education was kindled by 
Munro, who in 1813 addres.scd a series 
of queries to him about the condition of 
the Mylaudy Protestant mission. One such 
query related to the existing state of the 
educational facilities available to the 
clergy and the youth. 

By the time Ringeltaube leftTravancore 
in February 1816 he had established seven 
single-teacher .schools with a total enrol¬ 
ment of 188 pupils. The curriculum con- 
si.sted of reading, writing and arithmetic. 
The missionary, however, lamented the 
fact that girls never came to school in 
Travancore [ Agur 1903:596], Munro was 
as much a benefactor of the Mylaudy 
mission as he was of the mission of help 
to the Syrian Church. He obtained from 
the rani of Travancore. between 1814 and 
1819, three paddy fields at veiy nominal 
land tax for the support of the Mylaudy 
mission. 

Ringeltaube was succeeded in 
December 1819 by Rev Charles Mead, 
who spent 56yearsof hislifeinTravancorc 
and has been called the father of the south 
Travancore mission. In October 1819 
Mead opened acentral school or seminary 
at Nagercoil, admission being restricted 
to 30 boys. With the active co-operation 
of Mrs Mead a boarding school for 
girls was also opened. The Nagercoil 


seminary was the first English school 
opened in Travancore. It was raised to the 
status of a second-grade college in 1893. 
While increasing the number of con¬ 
gregations after Ringeltaube left from 
seven to 15, Mead was far-sighted enough 
also to provide for a school in each 
congregation. The Rev Charles Mault 
joined the south Travancore mission in 
December 1819 to assi.st Mead, whose 
health had been deteriorating steadily. 

At the beginning of 1820 the mission 
started a school in the Nagercoil bazaar 
to meet the needs of the non-Christian 
public. This school had 50 pupils two 
years later. A school of industry was fonned 
in 1820 to provide ‘means of subsistence 
and the advantages of a Christian education 
at the same time'. Training in ‘u.seful arts’ 
such as printing, bookbinding, tanning 
and curing leather was imparted in this 
school. By 1824 the number of schools 
run by the south Travancore mission had 
risen to 47, with a total of 1,300 pupils. 

For many years the government refused 
permission for a Christian mission to be 
establi.shed in Trivandrum. In 1838, 
however. Rev Cox helped by the patronage 
of Resident Fraser was permitted to 
commence a mission. The raja granted a 
plot of land at Rannammoola (Trivandrum) 
for .setting it up. Eight years later there 
were 14 schools for hoys and three for girls 
under LMS’s Trivandrum mission [Agur 
1903: 877], 

On Mead’s retirement from the .south 
Travancore Protestant mission in 1853, 
General Cullen, the Resident, appointed 
him the first superintendent oi govern¬ 
ment .schools in Travancore. One of his 
major educational initiatives was to 
amalgamate the district English 
schools and the ‘vernacular’ .schools in 
I860.* 

The educational activities of the LMS 
in Travancore made steady progress. In 
1904 the society had 384 .schools with 
15,641 pupils under its charge (Aiya 
1906:447]. These schools were of di fferent 
levels and types. While we do not have 
detailed .stati.stics relating to them, it is 
abundantly clear that the LMS made a 
.substantial contribution to the growth of 
literacy inTravancore, particularly among 


Tabll 1' Growth of Parish Schools 


Year 

No of 
Schools 

No of 
Teachers 

No of 
Pupils 

1819 

2 

2 

66 

1821 

to 

9 

253 

t824 

SI 

51 

1333 

1826 

29 

29 

770 

1836 

25 

27 

7H7 


Source: Eapen 1985: 63 


Economic and Political Weekly September 25, 1999 


2813 



the lower castes, during a period when 
educational facilities were virtually denied 
to them. 

liOl'CAlINO VlJLNI-RABI.K GROUPS 

Kerala’s superior performance in literacy 
vis-a-vis the rest of India has been due 
largely to its unmatched lead in the 
education of women and the depressed 
communities. The missionaries had 
targeted the.se segments in their educational 
endeavours throughout the 19th century, 
whereas the state remained indifferent or 
passive for mo.st part of the century. 

Both the CMS and the I.MS accorded 
the utmost priority to female education. 
In fact, the promotion of female education 
can be reckoned as one of the magnificently 
unique contributions of the Protestant 
missionaries. While the bulkof thcschixils 
c.stabli.shcd by them were co-educational 
as a matter of policy, these missionaries 
alsoopencd many girls’ schools. Asalready 
noted Mrs Norton, wife of a CMS mis¬ 
sionary. established a girls’ schcR)! in 1820 
lEapen 1985:147. Agur 1903:7681. Mrs 
Benjamin Bailey had a few girls under 
instruction at her own home, at her own 
expense, sexm after her arrival at Kottayam 
in 1817 Mis Henry Baker (Sr) opened a 
formal school for girls in Kottayam in 
1819.'' 

While the missionary ladies laboured in 
the cau.se of female education with great 
dedication during the early part of the I9lh 
century, the government was ‘supremely 
indifferent in the matter’. In his admini¬ 
stration report of Travancorc for 1862-6,1. 
SirT Madhava Rao. the dewan. candidly 
admitted that the government had done 
little for female education in Travancorc. 
At this time there were only two 
government .schixils for girls in the state 
- one at ihe Trivandrum cantonment, 
started in 1858 for the education of 
Christian girls, and ihe other at Karamana 
(Trivandrum), opened in 1859 for Ihe 
education of brahmin girls (Pillai 
1940:692-93. Agur 1903:770-71). Note 
that while th.^ first missionary .school for 
girls was established in 1819, the first 
government schixil for girls was opened 
only about 40 years later. 

It was soon reali.sed that to promote 
girls’ education female teachers in ade¬ 
quate numbers were required. A ’normal 
schixil ’ to train female teachers was estab¬ 
lished by Mrs J Johnson around 1848. It 
was the first teachers’ training school in 
Kerala. Later it was merged with the Baker 
Memorial Girls’ Schixil in Kottayam. 

Thanks to the inspiration provided by 
the initiatives of Mrs Norton in Alleppey 
and Mrs Bailev and Mrs Henry Baker (Sr) 


in Kottayam. several girls’ schools were 
.subsequently established at leading mission 
centres in Travancorc. They included Mrs 
Joseph Pect’s school at Mavelikara (1838), 
the school of Mrs Henry Baker (Jr) at 
Pallom (1871) and Mrs John Chapman’s 
school at Kottayam (around 1847) [Eapen 
1985:144-51 J. Some of these schools were 
residential. 

The CMS missionaries did not confine 
their activities in the cause of female 
education to Travancore. Their efforts 
reached out to C'oehin state al.so. InCochin 
the first girls’ school was c.stabli.shed by 
Mrs Samuel Kidsdalc, wife of the CMS 
missionary in the .state, in 1826. Three 
more girls’ schixils had been opened by 
her by 1836. Strangely, the four schools 
together had a strength of only 64 pupils. 
Mrs Rid.sdale is rightly remembered as the 
pioneer of female education in the former 
CiKhin stale. Mrs Henry Harley, who succ¬ 
eeded Mrs Ridsdale in 1836, established 
a boarding schixil for girls in Cochin, 
which was .shifted to Trichur in 1841. 

J H Bishop, CMS missionary at Trichur 
[1880-19131 took keen interest in edu¬ 
cation. Mrs Bishop conducted a boarding 
school for girls in the mission compound; 
most of Ihe pupils were drawn fnim upper 
caste Hindu families. There were two other 
CMS girls’ schixils in Trichur. Kunnam- 
kulam, which in course of time emerged 
as an important CMS mission centre in 
Cochin, also had several girls’ schools. In 
1854 it already had three schools for girls 
IKiapcn 1985: 152-54]. 

No account of the contribution of the 
CMS missionaries to the cause of female 
education in Kerala would be complete 
without mention of the work of theChuich 
of England Zenana Missionary Society 
(C’EZMS), winch worked in clo.se co¬ 
operation with the CMS in Kerala. 
Augusta Blandford. the first CEZMS 
missionary in Kerala, founded Ihe Fort 
School for Girls in Trivandrum in 1864. 
This .school, started mainly tor the edu¬ 
cation of caste Hindu girls, received the 
patronage of the Trvancore royal family. 
The CEZMS established girls’ schools at 
Mavelikkara, Kottayam, Olessa, Ema- 
kulam and Trichur us well. In 1906 there 
were 15 sc’axils under the zenana mission. 

The LMS missionaries were equally 
zealous in promoting female education. 
As a rule, the schools they established in 
south Travancorc were coeducational. 
However, parents were generally reluctant 
to send their daughters to schools. In reply 
to a query sent by Munro, Ringellaube 
replied that girls never came to school in 
Travancore. which was a great loss. Mead, 
Ringcltaubc’s successor, and his wife 


opened a boarding school for girls in 1819. 
It is pointed out that so great was parental 
prejudice against the .school that girls 
enrolled during a week “were withdrawn 
during the next week’’. Apart from the 
usual subjects like arithmetic and geo¬ 
graphy, Mrs Mead taught sewing, spinning, 
knitting, etc, and Mrs Mault crochet, em¬ 
broidery and pillow lace work [Agur 
1903:766-69). The school started 
with 14 girls, all of whom were given free 
boarding. 

In 1828 when Mead shifted residence 
to Neyoor, a girls’s boarding school was 
c.stablished there too. Among the many 
early efforts made to encourage girls’ edu¬ 
cation in Travancore was the publication 
in 1831 of a tract in Tamil - ’On the 
Advantages of female Education’, printed 
at the LMS press at Nagercoil - which was 
distributed free of cost [Agur 1903:769). 

Of the second-generation missionary 
ladies labouring in the cause of female 
education in Travancore. mention may be 
made of Mrs Abbs, who iounded a school 
at Parachalay (Parassala), Mrs Lewis one 
at Santhapuram, Mrs Cox one at Kanna- 
moola (Trivandrum) and Mrs'Thompson 
one at Quilon. Around these boarding 
schools, a number of ‘village day schools 
for girls’ were formed. In 1837 there were 
in .south Travancore 15 such village girls’ 
schools with a total enrolment of 361 
pupils. The strength increased to 1.468 in 
1857 [Agur 1903:769-77). 

** DI-PRIVED COMMUNIIIES 

The Protestant missionaries’ efforts to 
bring the deprived eommunities to .schixil 
were extremely strenuous. At the eaily 
stages they met with failures and 
breakdowns. For instance, the first school 
for the education of slave-caste children, 
opened by CMS missionary Norton at 
Alleppey in 1835, did not survive owing 
to lack of interest on the part of the pupils. 
Fcnn opened a school for slaves on Munro 
Island in 1835 and Baker (Sr) one at 
Kottayam in 1836. Tlie schools faced 
vehement opposition from slave-owners. 

Joseph Pcet, missionary in charge of the 
CMS district of Mavelikara and a great 
liberator of the depressed classes, opened 
several schools chiefly for the benefit of 
ezhavas and pulayas. One guiding principle 
was that upper caste children should attend 
the same schools as the lower caste 
children. In spite of resistance from vested 
interests, Pect had 58 village schools under 
hischargein 1878, including 15 exclusively 
for the benefit of the pulayas. 

In the Tiruvella mission’s jurisdiction 
the first slave school was opened in 1850. 
It angered the higher castes so much that 
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the school building was set on Are more 
than once [Eapen 1985:171]. In spite of 
such provocations, the movement for the 
education of slaves gathered momentum 
and several schools sprang up in other 
parts of-the jurisdiction, thanks to the 
initiative of John Hawksworth. In 1849 
Hawksworth established two boarding 
schools for the benefit of the slave classes, 
one for boys and another for girls. In 
addition to vernacular primary education, 
the mission also provided English 
education in these boarding .schools. 

Baker (Sr) established a slave school in 
Kottayam in 1836. By 1860orthereabouts 
more such schools had been opened in 
different parts of Kottayam such as Olessa. 
Velur and Kumarakom. Baker (Jr), son of 
Baker (Sr), established a .slave school at 
Mundakayam in a shed of bamboos 
thatched with elephant gra.ss around 1849. 
Samuel Ridsdale, who served as CMS 
missionary at Cochin between 1826 and 
1836, also made some attempts at educating 
the slave classes. 

During the early peritKls of missionary 
enterprise, separate schools were main¬ 
tained for the slave classes: the higher 
castes did not favour the idea of their 
children attending the same schools as the 
children of the slave castes. According to 
the Proceedings of the CMS for 1918-19, 
205 primary schools in all were run for 
slave classes, chiefly pulayas and pariahs, 
with a total enrolment of 6,021 pupils 
(Eapen 1985:175). The educational expe¬ 
rience of e/.hava children during the entire 
19th century and the first decade of the. 
20th century was not different from that 
of slave-caste children. 

The CMS missionaries also took keen 
interest in the education of a hill tribe 
known as ‘Hill Arrians’ (Mala Arayans). 
The establishment of a one-room school 
at Mundakayam in 1849 by Baker (Jr) was 
the mission’s first attempt in this direction. 
This school grew into an English high 
school in 1939. Baker established schools 
for the education of the trihals in other 
partsof the western ghats as well, including 
Peermade (1850), Erumapra (1851), 
Koottickal and Melukavu (1852). 
Kannikkal (1853), Koovapally (1872) and 
Valakam (1873). The school at Melukavu 
grew into a high'sehool in 1968 [Eapen 
1985:178-79). 

As already noted, during the early 
decades of CMS missionary enterprise in 
Travancore separate sehools were estab¬ 
lished for ‘slave’ and other low-caste 
children. But in course of time these .schools 
were thrown open to all castes and creeds. 
When Richard Collins was the principal 
of the CMS college, Kottayam (1855-65), 


the admission of an outcastestudent caused 
so much commotion that he was withdrawn 
from the college. In a few years, however, 
the hostility subsided and the college began 
to admit students from all disadvantaged 
ca.ste groups. 

Opposition to the admission of low- 
ca.ste children continued much longer in 
Cochin. An effort to admit them to the 
English missionary school at Trichur in 
1889 was vehemently opposed both by 
the upper castes and by the government. 
The missionaries, however, persisted in 
their efforts, and in 1923 the restrictions 
were scrapped by a special order of the 
Cochin government. The admission of 
three backward-community students to the 
Cambridge Nicholson Institution (CNI) at 
Kottayam had raised a storm of upper- 
ca.ste protest even as late as in 1907. But 
the missionaries stood firm, and the CNI 
later became a vernacular middle sch(x>l 
for the education of backward classes. 

Note that the CMS missionaries began 
to admit lower-caste children to their 
schix)ls long in advance of the governments 
of Travanepre and Cochin. It was only 
with the introduction of Mitchell’s 
Education Code in 1910 that caste-based 
discrimination in the matter of admissions 
to schools was abolished in Travancore. 
'The government of Cochin took such a 
step nine years later. But even after the 
legal removal of the impediment, instances 
of upper-caste of pupils boycotting classes 
because of the ‘polluting presence’ of 
lower-caste childrcncontinuedtRajendran 
1974:24). 

TheLMS missionaries’ role in promoting 
education of the slave-caste children was 
not different from that of the CMS. Mead 
made a startling announcement (circa 
1850) that .schoolmasters who brought 
slave-children to school would get an 
additional payment of one ‘fanam’ (one- 
seventh of a rupee) for every slave boy and 
one and a half ‘fanam’ for every slave girl 
admitted to the Christian schools. Within 
a year more than 1,000 slave children were 
enrolled in the schools in the Neyoor 
mission [Agur 1903:892-93). Aftermoving 
to Trivandrum in 1855 Mead established 
(circa 1860) a .school for pulayas in the 
Trivandrum cantonment. The LMS’s 
efforts also substantially helped the 
educational advancement of the shanars, 
who constituted a sizeable proportion of 
the population of .south Travancore. 

Roman Catholic Mission 

As we have seen, Protestant missionaries 
(all of them from England with the single 
exception of Ringeltaube) were responsible 
for the introduction of modem education 


in the former princely states of Travancore 
and Cochin during the first half of the 19th 
century. Although several Romap Catholic 
(Latin)churchcs inTravancorc andCochin 
trace their origin to a period prior to the 
coming of the Portuguese, the advent of 
regular Roman Catholic missions in 
Travancore began only with the estab¬ 
lishment of Portuguese power [Agur 
1903:200). Francis Xavier, who came to 
the Malabar coast as a Jesuit missionary 
in 1542. travelled extensively tlirough the 
coa.stal fishing villages and converted targe 
numbers of ‘mukkuvars’ and ‘paravars’ 
(Hindu fishermen communities), who 
came to be known as Latin Catholics as 
distinguished from the Syrian Christians 
who were converted to the Catholic faith 
I Matecr 1870:230-31, Agur 1903:208-11. 
390-91). 

Fur must uf the 19th century the 
contribution of Catholic missionaries to 
the educational development ofTra vancore 
and Cochin was minimal. Conflicting 
explanations have been offered for this. 
According to one view, the Catholic 
missionaries were not much to blame as 
most of them were Italians, Spaniards and 
men of other nationalities who found great 
difficulty in taking active part in English 
education (Xgur 1903:418). According to 
a less charitable view the Portuguese Jesuits 
and Italian Carmelites who played a 
dominant role in the administration of the 
Catholic church did not have any real 
interest in modern education, particularly 
English cducaton. For them the English 
language itself was symbolic of the 
Anglican rchcliiunagainst RumanCatholic 
supremacy in Europe [Tharakan 1984:40). 

The Catholics, particularly the Syrian 
Catholics, made significant progress in 
establishing .schwils only as of the 1880s. 

Syrian Ciirlstian Enterprise 

The introduction of a liberal system of 
grants-in-aid for the first time in 1868-69 
gave a substantial boost to private enter¬ 
prise in education, which the local churches 
took advantage of. During an epoch of 
intense rivalry among different factions of 
the indigenous Syrian Church, opening a 
grant in-aid school in the parish became, 
according to some observers, one sure way 
of ensuring the loyalty of the parish leaders. 
The number of such .schools under the 
indigenous Mar Thoma Syrian Church 
rose from 134 to 195 between 1879 and 
1895 [Jeffrey 1976:124). 

The Syrian Catholics did not start 
conducting well-organised, large-scale 
educational activities until the late 1880s. 
There were only five grant-in-aid schools 
under Roman Catholic management in 
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1885. The number of grant-in-aid schools 
under Syrian Catholic management, 
however, increased to 25 in 1890 and 49 
in 1895 (Jeffrey 1976:124], Father 
Immanuel (Mani) Nidhiry, Pontifical Vicar 
General (1889-1892) was a leading figure 
among the Romo-Syrians in championing 
the cau.se of modern education. He ac¬ 
corded the highest priority to opening 
English schools. In one of his speeches 
he is reported to have said that an English 
school would be more of a prized asset 
than the gold crosses of churches - which 
could be stolen [Tharakan 1984:50]. 

A major factor which helped Syrian 
Christian (Jacobite, Marlhomite and 
Catholic) educational expansion was the 
availability of liberal grants-in-aid from 
the government. By the end of the 19th 
century indigenous Christians con¬ 
tributed relatively more than the mis¬ 
sionaries to the educational development 
of the state (Table 2). 

It is important to note that the above 
data covers schools not only in Travancorc 
but also in Cochin and perhaps (a few) in 
Malabar. Besides, it includes unaided as 
well as aided schools. In fact, since the 
grant-in-aid code was very strict,** many 
•schools did not qualify for aid. As a result 
unaided schools far outnumbered aided 
schools, as shown by Table 3. 

It is observed that enrolment in unaided 
lower primary schools accounted for 55.5 
per cent of the total enrolment - covering 
government, aided and unaided lower 
primary schools. In promoting literacy 
among the people, the unaided lower 
primary schools obviously played a major 
role. It may also be noted that the unaided 
schools included also the ‘pyall schools', 
which have disappeared with the passage 
oi time. 

Govurnmkni's Rolf, in Education 

The establishment or the Rajah's Free 
School in Trivandrum in December 1836 
marked the first attempt of the government 
to impart modern education [Aiya 
1906:447], AK,ut the same time, .several 
district English schools were opened at 
centres like Kayamkulam. Kottar and 
Chirayinkil and placed under the super¬ 
vision of J Roberts, who was succeeded 
by Rev C Mead in 1855 as superintendent 
of education. There were 22 district schools 
in 1887. The question of improving verna¬ 
cular education engaged the attention of 
the government only during 1865-66. Of 
course, there were many private verna¬ 
cular schools in Travancore - pyall schixils 
- before that time. About 1,300 such 
schools withatotalof 50,000 pupils existed 
in 1891. 


In 1866 a ‘central school’ was opened 
in Trivandrum and also a school in every 
taluk i n the state. There were 29 vernacular 
schools attended by 2,152 pupils at the end 
of 1868-69. Another important step was 
taken in 1871 with the establishment of 
village schools. It was soon realised that 
public expenditure on vernacular educa¬ 
tion was proving to be burdensome to the 
government and this led to the encourage¬ 
ment of pri vate agencies through the grant- 
in-aid system. The numberof aided schools 
rose from 437 to 1,375 between 1881 and 
1893 (Aiya 1906:457], 

The grant-in-aid code was revi.sed in 
December 1894. The new rules, known as 
the ‘Travancorceducational rules’, related 
to the qualifications of teachers, buildings, 
accommodation and sanitation, furniture 
and educational appliances, admission of 
pupils, etc. Arevised curriculum of studies 
was introduced in 1902, and the .schools 
were classified as high, middle, upper 
primary and lower primary. In the last two 
.sets of .schools the vernacular was intro¬ 
duced as the chief medium of instruction. 
English was taught only as the second 
language. 

Female education: As we have noted 
earlier, while the missionaries were very 
active in setting up schools for female 
education, the government remained rather 
indifferent. The first concrete step was 
taken only as late as 1865-66 when the 
government took over the management of 
a private .school which had existed at the 
Trivandrum cantonment for a few years. 
It is this school which was raised to a 
second-grade college for women in 1897. 
Out of a total of 3,894 ordinary schools 
(.schools other than training .schools and 
special schools) in the state in 1903-04, 
girls’ schiMils numbered only 182 and the 
majority of them were run by the mis¬ 
sionaries [Aiya 1906:470]. 

Education of backward classes: In 1855, 
when slavery was abolished in Travancore, 
children belonging to backward and 
depFe.s.sed (slave) castes did not have access 
to government schools. Only afterthe grant- 
in-aid code was revised in 1894-95 were 


funds provided forgrants to schools meant 
for backward classes.The government 
followed up this initiative in 1895-96 by 
opening 1S schools for backward classes: 
four schools for Muslims, seven for 
ezhavas, two for pulayas, one for mara- 
kkans (fishermen) and one forkani (ttibals). 
Another 15 schools were added the follo¬ 
wing year. About the middle of 1904, the 
government convened a conference at 
which it was decided that the government 
.should meet the entire cost of the primary 
education of the backward classes. 

The term ‘backward cla.sses’, however, 
excluded con verts to Christianity. Further, 
one of the conditions for eligibility for 
grant-in-aid was that at least 75 per cent 
of the total numberof pupils on the register 
should belong to one or the other of the 
castes recognised as backward by the 
government’s order of 1904. 

It is extremely important to note, how¬ 
ever that until 1910, when Dr Mitchell’s 
education code was adopted, non-caste 
Hindus were not admitted to government 
schools as they were treated as untouchable 


Tabij: 2; Di.sTRiaimoN oi- Christian-run 
Schools, 1908 


Denomination 

No of 


Schools 

London Mis.sinnary society 

393 

Church Mi!!.sionary society 


(Travancote-Cochin diocese) 

296 

Church of England Zenana Mission 

16 

Salvation Anny 

74 

Protestant, total 

779 

Archdiocese of Verapoly 

1.30 

Diocese of Quilon 

147 

Diocese of Cochin 

92 

Latin Catholic, total 

.369 

The vicariat apostolic of 


Changanacherry 

424 

The vicarial apostolic of 


Emakulam 

178 

The vacariat of Trichur 

186 

.Syrian Catholic (Ronio-Syrian), 


total 

778 

Malankara Jacobite Syrian Church 

175 

Malankara Mar Thoma Synan Church 

97 

Syrian non-Cathoiic, total 

272 

Grand total 

2198 

Source: Tharakan 1984:151. 


Table 3: Aoencywisf, Distribution of Schools in Travancore, 190.3-1904 
Grade.s of School Government _ Aided Unaided 


No of 

No of 

No of 

No of 

No of 

No of 

Schools 

Pupils 

Schools 

Pupils 

Schools 

Pupils 


High school (English) 

7 

• 29.38 

15 

4045 

3 

1173 

Middle school (English) 

23 

2584 

19 

2235 

13 

1039 

High school (vernacular) 

2 

1092 

- 

- 

- 

- 

Middle school (") 

75 

17.558 

9 

1073 

3 

546 

Upper primary school 

53 

6948 

30 

3281 

9 

472 

Lower primary school 

271 

19432 

951 

47286 

2211 

83184 

Special schools 

5 

304 

16 

610 

6 

235 


Source: Aiya IVtWi, Part II, Ch XI, p 461. 
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nd unapproachable. The new code abo- 
Ished the differences between ordinary 
chools and schools for the backward 
lasses as laid down in the government’s 
irderof 1904 [Pillai 1940:718-19], 

Our survey of educational developments 
nTravancorehas conclusively shown that 
or most of the 19th century the state 
ilaycd a very minimal role with regard to 
najor i.ssues relating to the modernisation 
if school education or the promotion of 
emale education and the education of 
lackward sections. Whatever little success 
he state had achieved in these spheres 
luring the 19th century was almost entirely 
iue to the efforts of Protestant missionaries 
nd the indigenous churches. The relative 
lositions of the more numerous castes and 
ommunities with regard to literacy at the 
leginning of the 20th century is pre.scnted 
n Table 4. 

It can readily be seen that throughout the 
9th century literacy in Travantore rc- 
naincdlowmainiy because! 1) educational 
acilities were denied to the backward 
lasses, including the ‘untouchables'; 
2) female education in general was neg- 
ected; and (3) the backward and depressed 
ommunities were so numerous that mis- 
ionary and indigenous church efforts were 
lot able to make a significant dent in their 
ducational status. The literacy levels ol 
ivc major backward and depressed 
ommunities. namely, ezhava, channan, 
lulaya, pariah and kurava, which together 
onstituted one-third of the state’s 
lopulation in 1901, were deplorably low 
ind po.sed a major obstacle to the progress 
if overall literacy in the state. It was chielly 
eft to two major social movements, one 
leaded by Srec Narayana Guru (1855- 
928), an ezhava ‘sanyasi’, and the other 
ly Sri Ayyan Kali (1863-1941), a pulaya 
ocial reformer, to correct this imbalance. 

SNDP Yogam 

Referring to the progress by the ezhavas 
me writer has observed that there has been 
10 parallel anywhere in the world to the 
remendous progress made by the com- 
nunity in so short a time. A community 
vhich had been confined to the ‘gutter of 
intouchability' put up a heroic fight more 
laliant than that of the plebeians of ancient 
lomc for securing basic human rights and 
iroduced many distinguished personalities 
vithin just 30 years [Rajendran 1974:2]. 

At the beginning of the 20lh century, 
IS already noted, 927 out of every 1,000 
:zhavas in Travancorc were illiterate. 
Admission to government schools was 
Icnied to ezhavas on the ground of un- 
ouchability. Even after the legal removal 
>f that impediment there were instances 


of teachers and students belon^ng to 
upper castes boycotting classes because 
of the ‘polluting’ presence of ezhava 
students. Further, even if they were educa¬ 
ted (in missionary schools in Keralh and 
elsewhere), employment opportunities 
were hard to come by; ezhavas were not 
recruited to government service. In 1891 
there was not even one member of 
the community holding sirkar job on a 
monthly salary of Rs 10 or more [Jeffrey 
1976:109], 

Palpu (1863-19.50), a founder of the Sree 
Narayana Dharma Paripalana (SNDP) 
Yogam, who had completed his medical 
education (LMS) in Madras, was not 
granted recognition by the Travancorc 
Medical Council, and had to seek employ¬ 
ment outside the state. He championed the 
cause of the ezhava community at all avail¬ 
able fora. During a meeting in 1896, the 
dewan of Travancorc submitted to Palpu 
that admitting ezhavas to schools and ap¬ 
pointing them in government service would 
be ‘contrary to tradition’. However, he 
held out the assurance that special scIuhiIs 
would be granted to ezhavas provided they 
took the initiative. Though a large number 
of applications were filed, however, only 
two primary schools got the go-ahead. 

In reply to a subsequent memorial to the 
maharaja of Travancorc signed by 13,176 
ezhavas, the dewan promised that special 
schools could be granted to ezhavas wher¬ 
ever they wanted. He also agreed to con¬ 
sider the possibility of opening separate 
government schools for ezhavas and other 
.similar ca.stcs on a caste-by-caste basis. 
Since these assurances produced no 
results, Palpu took the initiative to form 
an effective organisation. ■ The SNDP 
Yogam was lormcd in May 1903 with Srec 
Narayana Gum, the great social reformer, 
as the palnm. 

The first attempt of the organisation was 
to remove the obstacles to the admission 


of ezhavas to government and govemmoit- 
aided schools. The move was opposed by 
caste Hindus and this led to widespread 
riots between nairs and ezhavas in central 
Travancorc. In 1907 an order was issued 
stipulating that ezhava children could be 
denied admission to a government school 
only if the school was close to a temple 
or a palace or if there was the possibility 
of a riot. It was only in 1910 that govern¬ 
ment schools were declared open to ezhava 
children. Even then, however, admission 
was confined to only 35 government 
schools [Abhimanyu 1990:85]. 

Later the Yogam concentrated on estab¬ 
lishing its own schools. Narayana Guru’s 
motto was “Strengthen through organi¬ 
sation. liberate by education”. It proved 


Table 5- Growth of Ezhava Literacy in 
Travancorf. 


Year 

Percentage of Literates to the 
Population of the Coinntunitv 

Male 

Female 

Persons 

1875 

3.15 

0.05 

1.57 

1881 

12 10 

NA 

6.30 

1901 

13 71 

0.98 

7 30 

1911 

21.20 

1 90 

II 50 

1921 

31..59 

8..50 

20.07 

19.31 

.30.53 

12.10 

27.30 

1941 

6I'00 

32.(H) 

46.50 


Source: Travancorc census reports for 1891, 
1901. 1921.1931 and 19ai. 


Table 6: Literacy among Hiiuyas (Hinou) in 
Travancore 


Year Percentage of Literate lo Ihe 



Male 

Fuinale 

Persons 

1875 

0.19 

NA 

009 

1901 

0 28 

0 05 

0 17 

1911 

1.80 

0.10 

0.90 

1921 

t.55 

i 19 

2 39 

1931 

5.24 

1 30 

4.10 

1941 

25 20 

87 

17.(K) 


Source- Travancore censu.s reports. 


Tahll 4. Distribution of Pufulation and Lheracy Lfvei of Major Communoies in 
Travancore. 1901 


(Percentages) 


Major Communities 


Government 



Unaided 



Total 

Rfalc 

Female 

Total 

Male 

Female 

Brahmin (Malayali and 
non-Malayali) 

1.5 

1.5 

1.4 

41.45 

68.97 

11.19 

Nair 

17.7 

17.4 

17.8 

21.64 

37.58 

5.71 

Christian (Native. .Syri.in and 
non-Syrian) 

23.6 

23.7 

23.4 

15 57 

25 71 

S.IO 

Ezhava 

16.7 

164 

16.9 

7.30 

13 71 

0.98 

Channan 

5.3 

5.3 

5.3 

3.70 

6.98 

0.36 

Pulaya 

6.9 

7.1 

6.9 

0.17 

0.28 

0.05 

Muslims 

6.3 

6.4 

6.2 

8.21 

15.05 

0.97 

Pariah 

2.4 

2.4 

2.4 

0.89 

1.56 

0.20 

Kuravan 

1.8 

1.8 

1.8 

0.45 

0.75 

0.17 

Vellala 

1.7 

1.6 

1.7 

23.07 

43.42 

3.14 


Source: Census of India 1901, Vol XXVI - A Travancore, Part 11 Imperial Tables, Table VID-IX. 
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to be a great inspiration to the entire com¬ 
munity. The SNDP Yogam was formally 
extended to Cochin in 1938 and to Malabar 
in 1946. At prc.scnt it has 13 high schools, 
eight upper primaiy schools and three lower 
primaty .schools. 

As more and more civic liberties were 
being wrested from the government by the 
ezhavas. the community was making 
greater and greater progress in literacy. It 
needs to be emphasised that the significant 
progress in literacy it achieved during the 
period was the outcome not so much of 
the increase in the number of schools run 
by the SNDP Y ogam as of the community’s 
unfettered access to government schools 
since the passing of Mitchell’s education 
ccxie in 1910 (Table 5). 

While both male and female literacy in 
the ezhava community made rapid progress 
before Independence t the rate of growth 
since 1901 was much higher in respect of 
female literacy. While male literacy (ratio 
of male literates to the male population) 
ro.se from 13.71 to 61 per cent between 
1901 and 1941, female literacy increased 
from 0.98 to 32.2 per cent. 

Sadiiu Jana Paripalana SANtmoM 

Next to the e/havas, the pulaya com¬ 
munity has been the largest of the backward 
and depressed classes. Traditionally 
pulayas formed the dominant slave class 
in Travancorc along with the pariahs and 
the kuravas. As noted earlier, throughout 
the 19th century literacy rates inTravancorc 
remained low in absolute terms because 
large communities like the ezhavas and 
the pulayas were denied the right to 
education. While the SNDP Yogam wor¬ 
ked mainly for the uplift of the ezhava 
community, similar movements sprang up 
among other disadvantaged classes al.so. 
Sadhu Jana Paripalana (SJP) Sanghom, 
established at Vengannur in south 
Travancore by Ayyar. Kali in February 
1907, was one of them. 

The formation of this organisation was 
assisted by advice and support from leaders 
of the SNDP Vogam, which had been 
formed only a few years earlier [ Abhimanyu 
1990:79]. During the dewanship of 
P Rajagopalachari (1909-1914), Ayyan 
Kali .submitted a petition for admitting 
pulaya children to government schools. 
On being informed by the dewan that a 
decision favourable to the depressed 
classes had already been taken in 1907, 
he approached the government .school 
authorities and pressed his demands 

Ayyan Kali made a public announcement 
to the effect that unless pulaya children 
were admitted in government schools, 
pulaya labourers would not work in the 


paddy Fields. The announcement led to 
conflicts between the landlords (caste 
Hindus) and pulaya agricultural workers. 
An ‘Ayyan Kali army’ was formed to foil 
the attempt of the landlords to cultivate 
lands with the helpof loyal pulaya workers. 
There was much turmoil for a year; a 
compromise was, however, reached soon. 
On March 1.1910 the government issued 
an order according to which all schools 
to which ezhava children were admitted 
should also accept pulaya children 
[Abhimanyu 1990:91]. 

In a speech in March 1912 in the Sri 
Mulam Praja Sabha, to which he had been 
nominated, Ayyan Kali drew the attention 
of the legislature to the fact that pulayas 
were admitted to only seven government 
schools in south Travancore because of 
resistance from headmasters belonging to 
upper castes. His insistence on pulaya 
children being admitted to all government 
schools led to many clashes. In 1914 
Mitchell, the director of public i nstruction, 
issued an order which made the admission 
of pulaya children to government schools 
mandatory. 

The caste Hindus then hit upon a new 
strategy. The moment depressed caste/ 
community children entered a classroom 
upper caste children would leave the lOom 
en bloc. Hence Mitchell issued an order 
which stipulated that children who conti¬ 
nuously absented themselves from class 
should submit an explanation of their 
absence to the headmaster and apply for 
exemption. If the children failed to do .so 
they were to be given compulsory transfer 
certillcates. In spite of this order, violent 
clashes between the pro- and anti-pulaya 
groups took place in many places like 
Ooruttampalam (Neyyanttinkara) and 
Pullad. 


In 1914 Ayyan Kali himself started a 
school at Vengannur. Interestingly, a caste 
Hindu teacher who was offered a monthly 
salary Rs 9 (instead of the normal Rs S) 
was appointed to the po.st. 

TheTemple Entry Proclamation of Nove¬ 
mber 1936 and Gandhiji’s active involve¬ 
ment in the uplift of harijans (dalits) on 
an all-India basis helped the pulayas 
gradually to get integrated with the main¬ 
stream. Gandhiji himself undertook a 
pilgrimage to temples in Kerala in January 
1937; during this mission he visited Ayyan 
Kali at Vengannur. Indue course the initial 
barriers, which appeared to be insur¬ 
mountable, were overcome. Literacy am¬ 
ong the pulayas as well as other depressed 
clas.se.s advanced rapidly (Table 6). 

The series of agitations led by the SJP 
Sanghom produced spectacular results 
before Independence, as evidenced by 
the fact that at the end of the school year 
1929 -30, only 12 of the 3,641 recognised 
schools in Travancore kept pulayas and 
other similarly placed groups out 
[Travancore Ccn.sus Report 1931:435]. 
In a single decade (1931 -1941) the pulaya 
community’s literacy level rose by 13 
percentage points. Though female literacy 
lagged behind male literacy, it grew at a 
much faster rate. It cannot be over¬ 
emphasised that it was radical social trans¬ 
formation of the ezhavas and the pulayas 
which contributed to the rise in literacy 
in Travancore from 12.36 percent in 1901 
to 4X1 per cent in 1941. 

Inspired by the contributions of the 
SNDP Yogam and the SJP Sanghom to 
the uplift of the ezhava and pulaya com¬ 
munities respectively, .several otherorgani- 
sations came to be started in Travancore.'' 
These organisations concentrated their 
activities in different parts of the state and 


Table 7: Trends in Literacy Rates in Kerala, 1961-91 


Districi 1961 _ mi _laai_ 1991 

Male B;niale Posoiui Male female Peison.s Male Female fVrsons Male Female Penons 


Kasaragtxl 

- 

- 

- 

- 

- 

- 

- 

- 

- 

74.8 

64.9 

69.8 

Kannur 

34 8 

21.0 

27.8 

63.7 

47.1 

55.3 

72.2 

59.5 

65.7 

824 

76.5 

79.4 

Wayanad 


- 

- 

55.0 

39.1 

47.3 

64.8 

51.5 

58.3 

74 8 

66.3 

70.6 

Kozhikode 

35.3 

21.3 

28.3 

67.6 

49.9 

.58.8 

76.6 

63.8 

70.1 

82.5 

75.7 

79.6 

Malapuram 

- 

- 

- 

55.3 

40.8 

47.9 

65.9 

.55.3 

60.5 

74.5 

69.5 

71.9 

Falghat 

30.8 

20.0 

25.2 

54.6 

.39 2 

46.7 

64.8 

51.5 

58.0 

74.2 

65.4 

69.6 

Tlirissur 

.30.8 

27.9 

321 

66.3 

57.2 

61.6 

77.3 

70.2 

73.6 

81.5 

76.9 

79.1 

Emakulam 

38.2 

29.8 

34.0 

70.5 

60.2 

65.4 

80.7 

72.9 

76.8 

84.5 

79.5 

82.0 

Idukki 

- 

- 

- 

622 

50.2 

56.4 

72.1 

625 

67.4 

79.1 

724 

75.8 

Kottayam 

38.7 

33.7 

36.2 

76.2 

69.5 

72.9 

84.0 

79.3 

81.7 

86.3 

83.8 

85.1 

Alappuzha 

43.9 

35.9 

39.9 

75.2 

65.8 

70.4 

82.1 

75.1 

78.5 

85.4 

81.4 

83.4 

Pathananthilta - 

- 

- 

- 

- 

- 

- 

- 

84.8 

83.1 

83.9 


Kollam 

Thiruva- 

38.8 

30.7 

34.7 

70.1 

59.8 

65.0 

78.1 

70.2 

74.1 

82.2 

76.8 

79.4 

nanthapuram .t4.l 

25.6 

30.1 

68.6 

56.5 

62.5 

75.3 

65.8 

70.5 

80.5 

75.1 

77.8 

Kerala 

36.9 

27.0 

31.9 

66.6 

54.3 

60.4 

75.3 

65.7 

70.4 

80.8 

75.2 

78.0 


Source-. Census reports for the relevant years. 
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for the benefit of different communities. 
Their broad thrust was the same as that 
of the other educational agencies, and 
over a period of time these organisations 
reinforced the efforts to educate the major 
backward and depressed communities. 

Spurt after Independence 




I 


After independence the princely states 
of Travancorc and Cochin were integrated 
to form the Travancore-Cochin state on 
July 1, 1949. The pre.sent state of Kerala 
was bt>m on November 1,1956 as a result 
of the reorganisation of Indian states 
along lingui.stic lines. The Tamil majo¬ 
rity taluks of Travancore-Cochin were 
lost to Tamil Nadu and the Malayalam- 
speaking Malabar region was added to 
Travancore-Cochin to form the new state. 
The formation of Kerala brought about 
two major changes in the .socio-political 
scenario; (1) the emergence of the Com¬ 
munist Party of India as a strong rival to 
the Indian National Congress, which had 
held .sway over Travancore-Cochin; and 
(2) the rise of the Muslim community (and 
their political organisation, the Muslim 
lAsaguc) as a mtijor player. 

In course of time coalition govern¬ 
ments formed by cither the United 
Democratic Front orthe I^ft Democratic 
Front became the rule rather than the 
exception in Kerala. Since both fronts 
have been of roughly equal strength, 
each has been pursuing policies which 
would ensure the greatest possible 
support from every region and com¬ 
munity. This ‘balancing act’ has resulted 
in rapid progress of literacy in districts 
such as Kasaragod, Kannur, Palghat, 
Malappuram and Wayanad, which were 
far behind the state average when Kerala 
was bom. The districtwise progress of 
literacy in Kerala is summarised in 
Table 7. Note that a rapid advance in 
female literacy has been the main factor 
contributing to substantial progress in 
general literacy wherever it was 
achieved. 

On April 18, 1991 Kerala was declared 
a totally literate state on the basis of the 
norms accepted by the National Literacy 
Mission. The effective literacy rate - the 
numberof literate people in the population 
divided by total population less population 
in the 0-6 age group - of Kerala, according 
to the 1991 Census, stood at about 90 per 
cent (nearly 94 per cent for males and 
around 86 per cent for females). 


CoNa.usioN 

The impression is often sought to be 
created by writings on Kerala that the 
high level of literary as well as the other 


social-sector developments (of the 
‘Kerala model') achieved by the state 
is the outcome mainly of the vigorous 
pursuit of enlightened and progressive 
policies by the state. Our analysis shows, 
however, that the slate was only one of 
the players - and a relatively passive 
one - in the transformation of Kerala 
into the most literate state in the nation. 
Compared to the rapid strides made 
during the 20th century, throughout the 
19th century literacy rates in Travancorc 
(and Cochin) - which spearheaded the 
process of educational development 
during the British days - remained low 
because the state denied large sections 
of the population like the ezhavas and 
the pulayas education on caste grounds. 
Although the literacy levels of the caste 
Hindus were slightly higher than those 
of the depressed castes during that 
century, the general literacy level of the 
state as a whole remained low because 
of the widespread illiteracy of the high- 
population backward and depressed 
classes. 

It must shock the admirers of the Kerala 
model of development to learn that 
throughout the 19th century the state did 
very little to promote female education or 
the education of the downtrodden. What¬ 
ever progress was achieved in these fields 
was due to the efforts of the Protestant 
missionaries and the indigenous church. 
The missionaries came to the Malabar 
coast not at the initiative of the state but 
as a result of the determined efforts of the 
British Residents. 

While the rulers of the states extended 
many favours to the missionaries, mainly 
at the instance of the Residents, the 
missionaries often faced the hostility o( 
the caste Hindus and the bureaucracy, 
presided over by dewans (mostly 
brahmin or foreign) and staffed by 
caste Hindus. The entry of the indi¬ 
genous church into educational activities 

- during the latter part of the 19th century 

- owes much to the grant-in-aid schemes 
of the government. 

During the first half of the present century 
the educational efforts of the foreign 
missionaries and the indigenous 
churches inTravancore were reinforced 
by several powerful social movements, 
among which the SNDP Yogam and the 
SJP Sanghom, representing the ezhavas 
and the pulayas respectively, were the 
most prominent. The organised might 
of these movements eventually made 
the government agree to throw its 
schools open to members of the 
backward and depressed communities. 
Once this objective was achieved the 


literacy levels of those communities rose 
rapidly. 

The formation of the Kerala state in 
1956 resulted in the educational uplift 
of the backward regions of Malabar (of 
the erstwhile Madras state), thanks to 
a patriotic fervour in favour of a united 
Kerala, political compulsions and an 
unprecedented expansion of literacy in 
all parts of the state and among all 
sections of the population. 

Notes 

(The author cxpR!s.ses gratitude to P R Gopinolhan 
Nair for his valuable 'comments.] 

1 The powerful Nair Service Society (NSS), 
formed in 1914 by Mannath Padmanabhan, 
was an altogether different kind of moveinent. 
As literacy among the natrs was among the 
highest in the state, the NSS focused on the 
eradication of superstitious beliefs and social 
evils, besides working for the economic 
advancement of the community. 

2 Custom prescribed that a nair may approach 
but not touch a brahmin and that a shanar 
or c/.hava must remain .16 paces oway and 
a pulaya slave 96 paces away. Similar 
distances were appointed for other castes and 
between different castes. 

3 The rights and pnvilcges granted to the Syrian 
Christians during the early centuries were 
inscribed on copper plates. Such plates ore 
believed to have been executed by rulers like 
Chcraman Pcrumal (fourth century), Ayyan 
Atikal Thiruvalikal of Venod (ninth century) 
and Vira Raghava of Mahodayapurom. 

4 Samuel Mateer, a prominent London 
Missionary Society man who spent nine years 
in Travancore, has said that Europeans were 
forbidden to u.se the main road and were 
required to traverse a path along the coast 
where brahmins rarely travelled. He himself 
had been ordered off a public road by servants 
of a brahmin pnest who was passing along 
in his palanquin Mateer refused to oblige. 
Other missionaries had been a.ssaulled for 
non-compliance [Mateer I870;32'331. 

5 Colin Macaulay was the brother of Zachary 
Macaulay, one of the founders of the Church 
Missionary Society in Englimd No wunder 
he hud concern for the jplift of the Syrian 
Christians of Malabar. 

6 Mead retired from his new assignment in 
1871 and his end came on January 19. 1873. 
During his S7 years’ residence in India (1816- 
I87.S), Mead had contributed a lot to the 
spiritual and material progress of the 
underprivileged people of southern 
Travancore. 

7 The Baker Memorial Girls' High School, 
which became a full-fledged English high 
school in 1903, has grown out of the merger 
and consolidation of (he earliest girls* schools 
started in Kottayam by the wives of Bailey, 
Fenn and Henry Baker (Sr). 

8 The grant-in-aid code stipulated the following 
conditions- (a) The course of instruction pro¬ 
vided should be the same as that obtained 
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in government schools, (b) The prescribed 
textbooks should be the same, and (c) only 
properly qualified teachers should be 
employed 

9 The curriculum of a pyall school consisted of 
some lessons in arithmetic, astronomy, neethi- 
s.iram, the thou sand names of Vi.shnu,a portion 
of the .Sanskrit dictionary. easy lessons in 
casting horoscopes and the calendar, a few 
verses on iiK’dicine and general poetry, all 
written on palmyra leaf |Aiya 1906:4.53-.S4] 

10 Declared backward fur the purpose were the 
piilaya, pariah, vedan, uhawa, shanar, kurava, 
vettaran, marakkim. paravan. mukkuva. velan. 
pullun. malayarayan. talavaii. tandan, 
mutuvan. vcluledan. iiiaran and kshaurakan 
castes, as well as the MahoiiK'dan cuiiiiiiuiiity 
[Aiya l9()f>;4K2|. 

11 Among such organisations, we may list the 
following 

1 Prathiyksha Keksha Daiva Sabha (for the 
hencni ol ptilayas and pariahs turned 
Christians) 1909 

2 Central Travancore Pulaya Sainaiam. 

3 The Cherainar Mahajana .Sanghom (for 
the uplilt of pulaya converts to 
Christianity) 1919 

4 The .South Travancore .Sainhavar Mahajana 
Sanghom torganisation of pariahs) 1919 

5 The South 1 ravancom Atyanavar Sumujam 
(organisation ol aiyanavar community) 
I9I6 


6 The South Travancore Chackalavar 
Samajam. 

7 The South Travancore Keralamuthali 
Samajam 

8 The Kerala Adimajana Sabha (for the 
common good of kuravas, pulayas, pariahs 
and vedas) 

9 The All-Kerala Araya Mahajana Yogam. 
lOThe All-Travancore Varnavar Samajam. 

11 The Yogiswara Mahajana Sanghom. 

12 The Travancore Virosaiva Samajam. 

13 The Keraliya Panar Samajam. 

14 The Laina Mohammadiya Sabha. 
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LETTERS TO EDITOR 


Unemployment in Kerala 

K P KANNAN’S paper ‘Political 
Economy of Labour and Development in 
Kerala’ (EPW, December 26. 1998) is an 
excellent portrayal of the dilemmas facing 
Kcralii economy at the present juncture. 
While trade unions have been successful 
in improving wage rates in Kerala, they 
have been much less successful in tack¬ 
ling unemployment. 

The writings on Kerala economy during 
the past two decades or more have largely 
emphasised the positive side of the Kerala 
development model, particularly the high 
level of social development and its con¬ 
sequences. The darker side of Kerala's 
development experience characterised by 
a high level of unemployment in the state 
has until recently been largely ignoicd in 
the literature. My own attempts to draw 
attention to the problem of unemploy¬ 
ment in Kerala (Economic Development 
and Unemployment: Relevance of the 
Kerala Model, Asian Publication Services. 
New Delhi, 1983 and Socio-Economic 
Chanf>eai:(l Regional Development, Deep 
and Deep Publications. New Delhi, 1991) 
went largely unnoticed in academic circles. 
With the publication of K P Kannan’s 
paper and E T Mathew’s btiok (Employ¬ 
ment and Unemployment in Kerala, Sage 
Publications, New Delhi) it can now be 
expected that serious attempt will be made 
by the st.ate government and all others 
concerned to tackle the most serious of 
all problems confronting Kerala economy 
today - unemployment. 

The problem of uncmployiiicnt is .seri¬ 
ous since it tends to almost nullify other 
positive aspects of the Kerala develop¬ 
ment model. Whatever may be the gains 
enjoyed by the working class in the state, 
it cannot be ignored that a large segment 
of the job aspirants in Kerala arc forced 
to migrate outside the state in search of 
employment where they have to toil under 
harsh conditions without enjoying a 
great deal of the privileges which the 
labour force in Kerala takes for granted. 
Migrants from Kerala are living under 
very difficult conditions not only in the 
Gulf countries but also in many parts 
of India. Of what benefit is it to these 
Keralitcs that their state has evolved 
as a paradise of social development 
when they cannot enjoy living in this 
paradise but have to migrate to other parts 


of the country and abroad in .search of 
employment. 

Another factor that has to be taken note 
of is the fact that the edge that the .state 
of Kerala today enjoys over other parts 
of the country in social development may 
not be sustained for very long for the 
following two reasons: 

One, the financial health of the state 
government is not good enough to permit 
it to maintain a high level of per capita ex¬ 
penditure in the social sectors in the future. 
Ultimately, if state government finances 
are to improve to permit it to maintain 
high levels of expenditure in social ser¬ 
vices, it will be po.ssible only if there is 
a sustained growth in output in the agricul¬ 
tural and industrial sectors of the economy. 

Two. the advantage enjoyed by the state 
of Kerala in educational development is 
basically restricted to the primary educa¬ 
tion segment and also school education 
as a whole. In the matter of achieving 
universal literacy the other .states of India 
will catch up with Kerala within another 
two decades or so. Beyond that period the 
educational achievement of states in India 
is going to be determined by the level of 
higher educational facilities in the re¬ 
gion. In the matter of providing higher 
education facilities. Kerala is already 
lagging behind many other states in India. 
Tamil Nadu, for instance, has made rapid 
strides in the field of higher education 


such as by implementing the scheme of 
providing autonomy to colleges and other 
important measures like improving facili¬ 
ties for professional and vocational edu¬ 
cation in the state. 

Thus the requirement in a state like 
Kerala is not to look back and take com¬ 
fort about its achievements in the past but 
to look forward to the future and work 
out a policy framework which enables 
sustained development in the social sec¬ 
tors so that the comparative advantage 
enjoyed by the state in development activi¬ 
ties in this sector is maintained and car¬ 
ried forward. Otherwise the state is likely 
to slip behind even in the matter of educa¬ 
tional development (see P V Rajeev, 
Planning For Social Reforms, Deep and 
Deep Publications, New Delhi, 1999). 

In the past educationally qualified mi¬ 
grants from Kerala could easily find 
employment in metropolitan cities in India. 
Today with educational progress in other 
parts of the country, job-seekers from 
Kerala are facing increased competition. 
With dwindling job opportunities outside 
the state there is all the more reason why 
the state government should introduce 
appropriate reforms in its policies and 
programmes to ensure adequate employ¬ 
ment opportunities for the younger gen- 
(vution. 

P V Rajeev 

New Delhi 
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Bolting Some Doors 


O VER the past decade the nature and structure of health 
care has been undergoing a great deal of change. With 
the gradual, though imperceptible, withdrawal of state funding 
in health care, the expansion of the private sector has become 
more evident. 'Fhe growth of health care corporations, tacitly 
encouraged by the state, has gained momentum. Even as 
medicare institutions have become ‘modcrni.sed’, personnel 
have also become more mobile, between urban areas as well 
as acro.ss borders with outmigration of nursing and medical 
staff becoming more diffused. Simultancou.sly, the polarisation 
of health care services in terms of whom they serve has 
sharpened. In sum the market for health care is becoming 
better defined with market mechanisms operating across the 
sectors. While cost of health care has risen sharply for all 
users, some regulation of the market has become more feasible. 
TItis is particularly true in the context of globalisation with 
health services becoming a well-defined item in WTO 
negotiations on trade in services. A document currently under 
discussion of a lO-mcmber group constituted by the union 
ministry of health and family welfare and to be tabled at the 
WTO meeting in January has put together proposals for 
opening the health sector to international tr ade. 

Undoubtedly, the notion of ‘opening to foreign trade’ an 
area which has always been considered a component of the 
welfare commitment of the state and which is, in the main, in 
a stale of grave disrepair and neglect should prompt some 
criticism and cautions. But equally it is pertinent to acknow¬ 
ledge that such a document is after all formalisation of a 
process which was .set in motion several years ago. The main 
considerations of the document focus on India's ability to 
export hospitals and diagnostic clinics and to provide .services 
for patients from all over the world and to ‘export’ such 
services/instilutions as ‘turn key' projects to countries of 
West Asia and Africa. 

The growth and expansion of the corporate sector and its 
attempts toevolvecloscrlinks with the international medicare 
institutions has been evident from a long time, as early as the 
first decades after independence. Today international linkages 
arc being sought in many different ways - through research 
projects', collaborative care, or more directly the selling of 
Indian medicare facilities abroad, especially in West Asian 
countries. And it is here that the international certification 
toeing so proudly displayed by several corporate hospitals and 
allied institutions becomes useful. These arc after all, necessary 
accoutrements in a consumer-controlled market, which does 
not exist in India for medicare and related products. The 
Indian consumer of health care is hardly likely to be in a 
position to exercise a choice in purchasing m^icare. The 
market for sophisticated high cost medical care in India is 
•small and cannot be expected to grow significantly enough for 
the high investments being made on these projects to make 


commercial sense. Thus the only reason for this recent and 
sharp growth in this area is its potential to access foreign 
markets - to attract foreign patients and to provide a base and 
infrastructure for replicating such models in other countries, 
particularly in West Asiaand Africa. The continuing expansion 
of medical personnel, with new high-fee medical colleges 
emerging every academic year, is led by these perceptions of 
future growth. If it is to be ensured that .some of this expansion 
of services and its growing sophistication is accessible to 
people within the country, then it is imperative that some 
regulations arc introduced in the medicare market. How 
feasible is this for a state apparently in retreat'.t And if feasible, 
is the state the most appropriate agency for monitoring and 
regulating these institutions? 

Significantly, in most developed countries, the US, Canada 
and Britain of course, the slate plays a vital and emphatic role 
in regulating the medicare industry. It is this that has made 
quality medicare accessible, though not as easily as necessary, 
to those in the lower economic strata even in the context of 
spiralling medicare costs. In India, to begin with the state 
exc luded in its planning priKess the private health care sector. 
This neglect has produced a .scenario, now much written 
about, of a huge and largely unregulated private sector and a 
small, inefficient and insufficiently funded public .sector in 
health cure. Such has been the blind spot that most states have 
cither never passed legislation separately governing medicare 
institutions, or have not bothered to frame rules to apply the 
law. Over the last few years persistent effort by the health 
movement and medical forums has prompted some movement 
on self-regulation. Not surprisingly, this has received impetus 
from the growing global links that the medical profession and 
institutions arc developing. Both research and care institutions 
are increasingly collaborating with foreign institutions and 
often receive project funds which in turn demand certain 
standards and minimum requirements of infrastructure as 
well as qualifications and training of personnel. The recent 
renewed attempts to rejuvenate the Indian Medical Council 
are to be seen in this context. 

Clearly and inevitably, the medicare industry will become 
formally linked to the growing international trade in services. 
Having acknowledged this it is imperative that the ministerial 
body now considering the draft document to be presented at 
the WTO negotiations give careful thought to ensuring that a 
vital service like good, state-of-the-art medicare remains 
accessible to those who need it within the country. There is no 
room for exclusive export-oriented growth in this area. But 
this will not be easy to ensure without stumbling over WTO 
requirements. And this is why it is imperative that the ministry 
urgently make public the draft proposals and facilitate wide- 
ranging debate among the providers as well as the consumers 
of medicare. 
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FORKIGN SERVICE 

Disgraceful Legacy 

A TF-ENACiE, illiterate, tribal girl from 
Bihar is taken to Paris by one of our 
diplomats working in the Indian embassy 
there. While French medical experts who 
examined the girl, after she ran away from 
the Indian diplomat's hou.se and was 
rc.scued by a French anti-slavery NGO, 
place her age at 17, her passport shows 
her age as 19. She ran away from her 
employer alleging that not only was she 
overworked and underpaid, but also that 
she was badly treated. According to the 
French medical report she was found to 
have been “recently sexually mutilated”. 

Ever since this .story of the girl made 
the headlines in the French media, the 
Indian ernbas.sy in Paris has been busy not 
only denying the al legations but also going 
a step further and blaming the girl for 
.shirking work and for having run away 
from her employer's hou.se to escape 
deportation. It is also reported that pres¬ 
sure is being brought to bear upon the 
girl's family in Bihar through inllucntial 
persons not only to get the unfortunate 
girl repatriated to India at the earliest but 
also to make it appearthat she is of unstable 
mind and doubtful character'. 

The whole episode reflects poorly on 
the practice of the Indian foreign office, 
inherited from the colonial times, of allow¬ 
ing diplomats to take live-in domestic 
servants wiih them when they are posted 
abroad. This outdated practice ought to 
have been di.scarded right at the outset. 
What is unforgivable is that even women 
arc allowed to be taken abroad as live- 
in domestic servants of Indian diplomats. 
In this particular case, an illiterate tribal 
girl whose age appears to have been de¬ 
liberately overstated in her passport was 
taken to Pans and then treated so badly 
that she was driven to run aw-ay from the 
employer's house and attempt to commit 
suicide. 

Not that similar stories have not sur¬ 
faced from time to time in the past. But 
every time the attempt on the part of the 
Indian foreign office has been to some¬ 
how put a gloss on things in a manner 
that the epi.sode is forgotten at the earliest 
and no action is taken cither to get at the 
root of the incident or to put a stop to this 
disgraceful practice of Indian diplomats 
being allowed to keep live-in domestic 
sersants, including women, when they 
arc posted abroad. 

Stoiies of maltreatment of Indian 
women migrating to the Gulf and other 
parts of the world and taking up jobs as 


domestic servants are not uncommon. It 
is estimated that the number of women 
from India working overseas in domestic 
jobs could be quite large and may exceed 
one lakh. From time to time, several of 
our women workers abroad have had to 
.seek the protection of Indian diplomatic 
offices. It is also not uncommon to come 
across stories of indifference shown by 
our diplomats towards such complam- 
ants. The episode in Paris clearly brings 
out what could possibly lie behind such 
indifference. 

If our diplomats themselves are u.sed to 
treating their own live-in maids so badly, 
how can one expect them to have any 
sympathy for the victims of similar mal¬ 
treatment by others'.’ What is called for 
immediately is that the practice of allow¬ 
ing live-m women domestic seivants to 
our Indian diplomats posted abroad is 
stopped. 

TERRORISM 

Chicken Come Home 
to Roost 

THE latest session of the UN General 
Assembly which was supposed to move 
towards a new global consensus on cross- 
border terrorism, turned out to be yet 
another cxerci.se in duplicity and expedi¬ 
ency, where our foreign minister Jaswant 
.Singh matched US president Clinton in 
sanctimonious rhetoric. 

Both raised the spectre of cross-border 
terrorism as the gravest danger facing the 
woi Id communiiy. Clinton urged nations 
to wake up to meet the challenge posed 
by terrorism, and appropriated for his 
government the iminopoly role of protect¬ 
ing them - to the extent of suggesting that 
it should bypass the UN and launch 
military actions in other countries to fight 
terrorism. Jaswant Singh echoed similar 
.sentiments by dc.scribing terrorism as the 
great ‘global menace'. 

But the Indian foreign minister added 
a new dimension. He embellished his 
pontification by alluding to the “scimitar 
of narco-terrorism that cut across the 
Caucasus to the south Asian subconti- 
neiu", h’" speech being mainly directed 
against Pak-sponsored terrorism in 
Indian territory. Singh's choice of the 
word 'scimitar' is significant. It was used 
by the English to describe the curved 
sword of the Muslims who fought the 
Christian Crusaders in the middle ages. 
Singh deliberately used the word to 
revive among his western listeners 
memories of their wars against scimitar- 
wielding Muslims. Singh sought to iden¬ 


tify global terrorism with Islamic funda¬ 
mentalism and tried to appeal to the anti- 
Islamic Christian sentiments of the past 
which are being reinforced today in the 
west by the killings and bombings in¬ 
dulged in by Islamic terrorists not only 
in the US and Europe, but also in Russia. 

There are however two snags in Jaswant 
Singh’s presentation at the UN General 
Assembly. First, terrorism in the pre.sent 
global context is not solely an Islamic 
fundamentalist monopoly. There are 
powerful terrorist groups spread in dif¬ 
ferent parts of the world, who are inspired 
by various motivations, like the Jewish 
Zionists in Israel, the anti-semitic neo- 
Nazis in Germany and other parts of 
Europe, the white racists in the US - as 
well as political organisations of nation¬ 
alities seeking self-determination which 
resort to terrorist tactics, like the Pales¬ 
tinians or the IRA in Ireland. Secondly, 
Singh glossed over the phenomenon of 
the rise of terrorism within India. If ter¬ 
rorism is to be attributed to the 'scimitar' 
of Islamic fundamentalism, how can he 
explain the continuing terrorist acts of the 
Hindu high-caste dominated ULFA in 
As.sam, or the tribal secessionist groups 
in the north-east, or the Khalistani groups 
among the Sikhs? It is all very easy for 
the Indian government to blame Pakistan’s 
ISI for recruiting these terrorist groups in 
India. But, even if we believe in its al¬ 
legation, the question remains - why have 
^these non-Muslim separatist groups agreed 
to be funded and armed by Islamic funda¬ 
mentalist forces? Clearly, it is not a reli¬ 
gious is.suc, but a problem that cuts across 
religious or stale boundaries, v.herc 
certain leaders of national iticsdciermincd 
to carve out their own nation slates arc 
willing to take help from any source, 
irrespective of its religious, ideological or 
moral character. Thus, we found in the 
past how Christian Naga insurgents sought 
military aid from the communist govern¬ 
ment of China, despite the fact that their 
Chinese co-religionists were at that lime 
complaining about curbs on their reli¬ 
gious activities by Beijing. In recent ti mes, 
the Sikh militants of the Khali.stani move¬ 
ment managed to overcome their com¬ 
munity’s col lecli vc memories of their wars 
against the Moghuls and the bloodbath 
of the Partition, in order to receive mili¬ 
tary training from the ISI in the Islamic 
state of Pakistan. Of late, if we are to 
believe the union home ministry’s intel¬ 
ligence reports, the ISI has succeeded in 
attracting the ULFA cadres of Assam who 
arc believed to be receiving training from 
Pakistani army personnel in camps in 
Bhutan. Yet, the present leaders of the 
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same ULFA (when ihey were members 
of the All Assam Students’ Union) alleg¬ 
edly played a major role in the massacre 
of thousands of Muslims in Nellie in 
February 1983 during the assembly elec¬ 
tions in the state. Both the patron and its 
protege, the Islamic state of Pakistan and 
the Hindu upper caste dominated ULFA, 
are apparently prepared to forget the past 
as long as it suits their respective interests 
- the former looking for any opportunity 
to needle India, and the latter hoping to 
make use of Pakistan's anti-India stance 
to attain its objective of carving out an 
independent A.s.sam. 

,M1 this skulduggery in relations be¬ 
tween the various terrorist groups and 
their patrons is not confined to the Indo- 
Pak subcontinent, but can be found all 
over the world - whether their patrons or 
trainers arc intelligence agencies of states, 
niuitinationai organisations of mercenar¬ 
ies, international cartels of arms manu¬ 
facturers, or drug-traffickers who enjoy 
state protection. But while ritualistically 
condemning cross-border terrorism, the 
UN General As.sembly quite conveniently 
Ignored these sources that sustain global 
terrorism. 

It is significant that both Clinton and 
Jaswant Singh shrugged off the past roles 
of their respective governments in sow¬ 
ing the .seeds of what has today assumed 
the menacing form of a global threat It 
was Washington which armed Iraq’s 
.Saddam Hussein to fight Iran, backed 
the Serbian leader Slobodan Milosevic 
w hen he massacred thou.sands in Bosnia, 
trained Osama bin Laden and the Afghan 
mujahideens to battle the Russians. 
Today the chicken have come home to 
roost. Washington’s erstwhile proteges 
arc not only engaged in ethnic cleansing 
in their own countries, but are also strik¬ 
ing back at the US itself. Successive 
governments in India also had followed 
a similar policy of aiding or arming certain 
individuals and groups for immediate 
gams, who later developed into terrori.st.s 
posing a threat to the state and the people. 
One can recall in this connection how 
Indira Gandhi propped up Bhindranwala 
against her opponents in Punjab, how the 
RAW trained the LTTE militants, how 
even today the government continues to 
play with fire by arming surrendered 
mllitams^n Kashmir and Assam who are 
becoming a new terrorist menace. 

Cross-border terrorism is a Franken¬ 
stein in the creation of which almost all 
the states over the last few decades have 
contributed in some measure or other - 
whether it is the .self-appointed inter¬ 
national cop US, or the emaciated but 


megalomaniac state of India and the 
militarily ambitious state of Pakistan in 
the subcontinent, or whether they are the 
various states in Africa caught up in tribal 
conflicts which spill over their borders. 

EAST TIMOR 

Mishandling by UN 

EAST TIMOR’S resolve to be an indcr 
pendent country has a long history. Its 
articulation through the UN-conducted 
referendum of August 30 only .signifies 
that its demand, muffled for decades, has 
gained sudden legitimacy and an urgency 
in the corridois of the western powers, 
who till the other day were engaged In 
depriving East Timor of the freedom due 
to it way back in 197.S. The most agonising 
part of this unfolding political drama in 
south-east Asia is that these powers were 
indifferent to the sufferings of the East 
Timore.se under the colonial yoke of 
Portugal and, after the departure of the 
Portuguese, to avert the threat of a com¬ 
munist takeover and for unfettered access 
to the oil reserves and mining rights in 
the archipelago encouraged the appro¬ 
priation of Fast Timor by Indonesia, 
turninga blind eye to the brutalities heaped 
by the Suharto regime on the East Timorese 
for more than two decades. Now a 7,000 
strong UN peace-keeping force has been 
hastily constituted to uphold EastTimor’.^ 
right to self-deiermiiiation against Indo¬ 
nesia-backed, rampagi ng pro-integration- 
ist militia. 

Sadly, the UN loo deemed an armed 
intervention in Fa.st Timor necessary only 
in the post-referendum period, when it 
was known that the scale of violence 
unlca.shcd by the pro-integrationist mili¬ 
tia, uprooting lakhs and killing hundreds 
of East Timorese, had been going on for 
more than six months. The havoc wreaked 
by the militia on East Timor civilians 
gained momentum once the Indonesian 
caretaker president B J Habibie, without 


consulting parliament or the powerful 
military, announced in early May the 
referendum for autonomy of Ea.st Timor 
in a bid to distance himself from the 
defamed legacy of his predecessor and to 
turn the pro-democracy tide amongst the 
Indonesian voters in his favour for the 
elections to the house of representatives 
to be held in June. It is clear from the turn 
of the events that East Timor had become 
a pawn in the jostling for presidential 
power in Indonesia. With the East 
Tiniorc.se providing a low turnout during 
the June elections, the pro-integrationist 
militia, spurred by the slighted Indone¬ 
sian army, indulged in further mayhem to 
intimidate the East Timorese. In the light 
of this preceding bloodshed and terror, a 
referendum verdict against autonomy was 
bound to set East Timor aflame again. 

With thousands massacred, and lakhs 
displaced as internal refugees and another 
lakh forcibly evicted to West Timor, the 
UN’s wisdom in conducting the referen¬ 
dum exercise aitainsl this violent back¬ 
drop IS open (|uestion. Though Habibie, 
making his own political calculation.s, 
may have given a green signal to the 
referendum, was it not the UN’s respon¬ 
sibility to aisess whether the conditions 
in East Timor were conducive for a ref¬ 
erendum, and accordingly should have 
taken precautionary measures, especially 
when an unarmed civilian populace was 
to cast Its vote in all probability against 
the might of an armed nation state? 
Moreover, with Indonesia itself in the 
process of setting its house in order, it 
would not have been a dereliction of duty 
on the pait of the UN to hide time for the 
relercndum, given that the UN otherwise 
had lemained a silent spectator over the 
years of the atrocities perpetrated again.st 
the E.asl Timorese. Had the UN taken 
steps, taking into account that East Timor, 
though firm in its resolve to be indepen¬ 
dent, has yet to gain control over its dc.>tiny, 
at least the magnitude of the tragedy could 
have been mitigated. 
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interbank premia annualised per cent per annum, -nofloaunon .no trading * no auction na not available YTM = yield to nlatuiity S Weekly weighted averages. 









COMPANIES 

ASIAN PAINTS 

Expanded Capacity 

ASIAN PAINTS, which has a strong 
presence in the decorative paints seg¬ 
ment, notched a 11.5 per cent increa.se in 
net sales in 1998-99. Howevei. a shar}» 
increase in operating expenses resulted 
in operating profit rising by a mere 2.3 
pel cent. The main culprit was the sharp 
rise in costs of raw material such as tita¬ 
nium dioxide and vegetable nils and 
firm prices in other materials during the 
first nine months of the year. Titanium 
dioxide accounts for 30-.35 per cent of 
the company's total raw material impoits. 
Also, lower realisation from phthalic 
anhydride and pentaerythritol, due to slug¬ 
gish international prices, had an adverse 
effect on the company's margins. 

The company managed to stem this 
downward trend by sharply reining in its 
interest costs (up only 1.9 percent) through 
a tight grip over its working capital po¬ 
sition. A lower lax provision also pro¬ 
vided somi‘ relief. Consequently, net profit 
rose by 18..3 per cent. lincouraged by its 
balancing act, the company decided to 
raise the dividend rate from 75 per cent 
to 80 per cent during the year under re¬ 
view. With earnings per share rising from 
Rs 16.8 to Rs 19.8, the company's stock 
price recently touched Rs 4(K) on llie 
bourses. 

The market for decorative paints re¬ 
mained subdued during the year, growing 
by around 7 per cent, and was adversely 
affected by a short Diwali season and the 
extended ruins during the year. 

A major part of the capacity expansion 
at the company's flasna plant was com¬ 
pleted and the paints block started produc¬ 
tion in .September 1998, while di.sieinper 
production began in November. The ca¬ 
pacity expansion at the Ratanchcru plant 
and the reconstruction of the paints block 
at the company's plant in Mumbai were 
also completed during the year. The 
company'scapacity increased by about 37 
per cent to 1.63 lakh tonnes. 

Asian Paints was in the news last year 
when British multinational ICI pic at¬ 
tempted to acquire a 9.1 per cent stake 
in the company. However, the promoters 
of Asian Paints refused to transfer the 
shares. Also, when the Indian govern¬ 
ment decided to close ICl's application 


for approval to buy the stake, ICI pic 
decided to cut its los.ses by selling off 
4.55 per cent of the .stake to Unit Trust of 
India. 

Meanwhile, intere.st in paint stocks .seems 
to be on the rise keeping in mind the 
improvement in cement offtake and hous¬ 
ing loan disbursement figures, which are 
seen as indicators of construction activity 
and directly affect the decorative paint 
market 

For the first quarter of 1999-20(K). Asian 
Paints has |)osted a 11.4 jwr cent increase 
in its net profit over the corresponding 
period last year. While sales increased by 
10.6 per cent over the same period, profit 
before tax stood at Rs 23 crore (1997-98: 
Rs 19.51 crore). 

During the current year, the company 
should benefit from its increased capacity. 
While the expansion of the Patancheru 
(Andhra Pradesh) plant adds around 37,6(K) 
tonnes to its total capacity, the Kasna plant 
should contribute another 31,650 tonnes. 

BSF.S 

New Projects 

Power distribution and generation ina|ot 
BSF.S. which supplies electricity to 
Mumbai's suburbs, only managed to 
marginally improve its bottomline in 1998- 
99. Net profit rose by a mere 2.5 percent, 
despite a 13 1 percent increase in net sales 
over the previous year. This was laigely 
due to a sharp increase in lax pros ision, 
which rose fiom Rs 35 crore to Rs 80 
crore. Keeping in mind that the company's 
income from FPC contracts, computer and 
international divisions .sky-rocketed 359 
per cent to Rs 500 4 crore in 1998-99 fiom 
Rs 109.1 crore in 1997-98, the mere Rs 6.5 
crore increa.se in the company’s bottomline 
was unimpressive. But for the rise in 
ineome, the company’s net profit might 
actually have been lower than in the pre¬ 
vious year. 

BSF.S Iv s been engaged in distribution 
of power to Mumbai for nearly 75 years 
and covers an area of220 square k ilometi es 
between Mahim to Bhaycndar. During the 
year under review, revenue from sale of 
electrical energy to the western region grid 
was lower than in the previous year. 
Further, reduction in fuel adjustment 
charges in the tariff also decreased the 
value from sale of energy. 


EPW Research Foundation 

Meanwhile, for the first quarter of 1999- 
2000, BSES has posted an increa.se of 11.4 
per cent in net profit over the correspond¬ 
ing period last year. While total income 
rose by 10.4 per cent, income from the 
EPC division, computer and international 
division touched Rs 193.3 crore. 

BSF.,S is now planning to set up two 
more projects. The first is a 5{K) mw coal- 
based project m Amravati while the sec¬ 
ond IS a 5(K) mw gas-based power pro¬ 
ject in Delhi and Bihar. The latter is to 
be set up jointly with Gas Authority of 
India (GAIL) and Damodar Valley Cor¬ 
poration. The company also plans to 
enhance the capacity of its Kerala and 
Andhra projects. 

Its capital expenditure plans entail an 
investment of over Rs 2.000 crore over the 
next couple of years. .As a part of its 
resources mobilisation programme for the 
ongoing and new piojccts. BSES plans to 
(loal a global depository receipts issue at 
the beginning of 2000. It has already tied 
up term loans amounting to Rs 750 crore 
from various banks and financial institu¬ 
tions for its Rs 220 rnw project at Sarnalkot 
111 Anilhra Pradesh and the 86 mw second 
phase ol llie Kochi project in Kerala. 

Recently, BSES has taken over manage¬ 
ment control of the stale-owned power 
distribution coiiipaiiy, Gridco, in Orissa 
lor Rs 117 crore While BSE.S holds a 
majority 51 per eeni stake in three of the 
state-owned company’s lour distribution 
companies. Gridco will hold 39 per cent 
and the Employees’ Trust will hold the 
balance 10 per cent. The three distribution 
companies, namely, Nesco, Southco and 
Wesco, are responsible for power distri¬ 
bution in different zones of Orissa. 

GHSCO 

Trying Times 

Great Eastern Shipping Company 
(GESCO) saw a lacklustre performance in 
1998-99. Total income increased, albeit 
marginally, by 2.5 per cent over 1997-98, 
but the company’s operating profit de¬ 
clined by 7 per cent and net profit plunged 
by 23.5 per cent. 

The performance of the company’s dry 
bulk fleet came under severe pres.sure 
during the year with both vc.sscl earnings 
and values showing steep declines. In fact, 
while earnings from Handy/Handymax 
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The Week’s Companies 

{Rs lakh) 



Asian 

Paints 

BSES 

Great Eastern 
Shinnina 

Financial Indicators 

March 

1999 

March 

1998 

March 

1999 

March 

1998 

March 

1999 

March 

1998 

Incomc/approprialions 

1 Net sales 

89474 

80245 

226017 

199880 

929.50 

91505 

2 Value of production 

89708 

81497 

226017 

199880 

92950 

91505 

3 Other Income 

1180 

760 

7940 

6791 

5135 

4204 

4 Total income 

90888 

82257 

233957 

206671 

98085 

95709 

5 Raw material.s/stores and 
spares consumed 

45562 

40930 

43490 

8355 

2998 

1555 

6 Other manufacturing expenses 

12853 

12188 

102589 

11.5889 

7878 

7356 

7 Remuneration to employees 

4924 

4327 

6292 

5187 

11539 

5889 

8 Other expenses 

14373 

11929 

17107 

19556 

37353 

39704 

9 Operating profit 

13176 

12883 

64479 

57684 

38317 

41205 

10 Interest 

1758 

1726 

9809 

10466 

5610 

63.50 

11 Cross profit 

12618 

11718 

52098 

4*; 145 

32038 

.34971 

12 Depreciation 

2269 

1699 

17139 

15535 

16470 

15581 

13 Profit before tax 

10349 

10019 

.34956 

29808 

15568 

19390 

14 Tax provision 

2400 

3300 

8000 

3500 

2800 

2700 

15 Profit after tax 

7949 

6719 

26956 

26308 

12768 

16690 

16 Dividends 

3548 

3310 

6206 

5507 

6384 

12652 

17 Retained profit 

4401 

3409 

20750 

20801 

6384 

4038 

Uabilities/assets 

18 Paid-up capital 

4012 

4012 

23483 

18783 

28760 

28756 

19 Re.serves and surplus 

26439 

22038 

190207 

168462 

92334 

91141 

20 Long-term loans 

16938 

12936 

109147 

115614 

93472 

83176 

21 Short-term loans 

4748 

6349 

694 

NA 

NA 

NA 

22 or which bank borrowings 

4748 

6349 

694 

NA 

NA 

NA 

23 Gross fixed assets 

41741 

32564 

272164 

250962 

2*7961 

212885 

24 Accumulated depreciation 

11629 

9418 

64800 

46753 

86887 

68052 

25 Inventories 

16089 

16587 

3.3611 

20205 

10858 

17859 

26 Total assets/liabilities 

68367 

64767 

401550 

350785 

239844 

222086 

Miscellaneous items 

27 Excise duty 

I6I17 

14923 

NA 

NA 

NA 

NA 

28 Gross value added 

20137 

18238 

58970 

53.592 

46076 

43414 

29 Total foreign exchange income 

900 

724 

305 

983 

77492 

80544 

30 Total foreign exchange outgo 

10555 

13337 

243.14 

20582 

51057 

51638 

Key nnanctul and pcrfomiance ratios 
31 Turnover ratio 

(sales to total assets) (%) 

130.87 

123.90 

56.29 

56.98 

38.75 

41.20 

32 Sales to total net assets (%) 

171.61 

177.00 

69.86 

66.00 

43.32 

45.06 

33 Gro.ss value added to 
gross fixed assets (%) 

48.24 

56.01 

21.67 

21.35 

17.86 

20.39 

34 Return on investment 

(gross profit to total assets) (%) 

18.46 

18.09 

12.97 

12 93 

13.36 

15.75 

35 Gross profit to sales 
(gross margin) (%) 

14.10 

14.60 

2.3.05 

22.69 

34.47 

38.22 

36 Operating profit to sales (%) 

14.73 

16.05 

28.53 

28.86 

41.22 

45.03 

37 Profit before tax to sales (%) 

11.57 

12.49 

15.47 

14.91 

16.75 

21 19 

38 Tax provision to 
profit before tax (%) 

23.19 

32.94 

22.89 

11.74 

17.99 

13.92 

39 Profit after tax to net worth 
(return on equity) (%) 

26.10 

25.79 

12.61 

14.05 

10.54 

13.92 

40 Dividend (%) 

80.00 

75.00 

.34.00 

.32 00 

20.00 

40.00 

41 Earning per share (Rs) 

19.81 

16.75 

18 79 

18.61 

4.44 

5.80 

42 Book value per share (Rs) 

75.90 

64.93 

148.00 

1.32.22 

42.11 

41.69 

43 P/E ratio 

20 19 

NA 

10.43 

NA 

5.63 

NA 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

55.62 

49.66 

51 08 

61.•’4 

77.19 

69.37 

45 Short-term bank borrowings 
to inventories (%) 

29.51 

38.25 

2.06 

NA 

NA 

NA 

46 Sundry creditors to 
sundry debtors (%) 

37.10 

47.18 

82.96 

48.16 

80.95 

72.85 

47 Total remuneration to employees 
to value added (%) 

24.45 

23.73 

10.67 

9.68 

25.04 

13.56 

48 Total remuneration to employees 
to value of production (9b) 

5.49 

5.31 

2.78 

2.60 

12.41 

6.44 

49 Gross fixed assets formation (%) 

28.18 

NA 

8.45 

9.62 

21 17 

9.26 

50 Growth in inventories (%) 

-3.06 

NA 

66.35 

31.34 

-39.20 

-1.41 


NA' means not available. 


vessels hovered marginally above their 
operating costs, earnings from Panamax 
vessels fell below operating cost level. 
A lower profit on sale of vessels coupled 
with a fall of about 8 per cent in the 
number of vessel operating days follow¬ 
ing the reduced fleet only added to the 
pressures on margins. The company 
claims that its earnings would have been 
even lower but for the fact that the fleet 
exposure was hedged through committed 
cargo contracts and period charter con¬ 
tracts. Another encouraging turn was 
that while yields for similar vessels in the 
market dropped by 30 per cent, time charter 
yields of the company's dty bulk fleet 
dropped by only 18 per cent in dollar 
terms. 

The continuing effect of the South East 
Asian crisis resulted in lower trade vol¬ 
umes in the Asian region. This, coupled 
with the general decline in the tanker and 
LPG markets had a negative effect on the 
performance of the company's tanker 
division earnings. 

In a major move. GESCO now plans to 
demerge its property business and concen¬ 
trate on its ertre competency, namely, 
shipping. Til!* current shareholders will 
be allotted shares in the new company 
in the ratio of 1:10. Apparently, the di- 
ver.se nature of its two businesses has 
affected the company's overall per¬ 
formance in the past. The low real estate 
prices prevailing and the falling freight 
prices have only made matters worse. 
GESCO has huge funds blacked in real 
estate which makes managing day-to-day 
operations difficult, 

The demerged real estate business will 
function under the name of Gesco Cor¬ 
poration and will have a paid-up capital 
of Ks 28.76 crorc. Consequently, the paid- 
up capital of GESCO will decrease from 
Rs 287.6 crore to Rs 258.8 crore. While 
properties worth Rs 130 crore arc ex¬ 
pected to be .sold in the next 12-18 months, 
the rest of the property will be developed 
as commercial centres. 

Though the move is expected to help 
GESCO focus on its strengths, it will 
require more than just a restructuring to 
perform well. Most importantly, an in¬ 
crease in freight prices will help the 
company shake off the trying times. For¬ 
tunately, the company has decided to 
reduce its dependence on freight prices by 
strengthening its offshore operations, 
which include operating offshore support 
vessels, oil drilling rigs, harbour tugs and 
marine construction. 
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DISCOUNT AND FINANCE 
HOUSE OF INDIA LIMITED 


Statement of Shri R G. Kakodkar, Chairman of 
the Board of Directors of the Discount and 
Finance House of India Limited at the 
Eleventh Annual General Meeting held at 
Mumbai on September 27,1999 


It gives me 9 «et pleasure in wekxxning you aK to this 
Eleventh Annual General Meeting of me Company 
at our new premises. I am particularly deUghted lo 
notelhatDFHIhasoompletadelevenyearaolsuooessiul 
operations and over this period has grown 
remarkably wal with the net profit going ( 4 )torf old and 
the business turnover increasing manifold. I am 
happy to state that the Company is well positioned 
to scale further heights in the coming years. 

Pertormance during 1998-99; 

The report of the Directors and the audited 
aooounts of the Company tor the year ended March 31, 
1999 have already been circulated and with your 
permission, I shall take them as read. Before 
mentioning 0w salient features of the Compan/s 
performance during the year under review, I 
consider it obligatory on my part to touch upon the 
developmants in Indian economy In general and in 
the Government securities and money markats in 
partcular as this has got substantial bearing on the 
performance of your Company. 

Indian Economy: 

The growth rate of Indian economy during the 
financial year 1998-99 as measured by Gross 
Domestic Product (GDP), is estimaled at 6.0%. 
TMa is an improvement over the growth rate of 
S.0% achieved in 1997-98, mainly due to the 
turnaround in agncutture. However, the contribution 
of Industrial sector to GDP during the year was 
much lower than in the previous year. Growth in 
Industrial production, as meaaurad by the Index of 
Industrial Production (IIP), dacIM from 6.6% in 

1997-98 to 4.0% in 1998-99. 

The export performance remained sluggish 
almost throughou* 1998-99 registering a decline of 
3.9% in Dollar terms as compared lo the previous 
year. The slump in world trade coupled with erosion 
of competitive advantage of Indian exports on 
account of steep depreciation of East Asian 
currencies had its impact on India's export 
performance. Imports also registered slowergrowth 
during 1996-99 at 0.9% as compared to 6.0% 
during the previous year. 

The primary equity market continued to be 
dormant during 1988-99. In the absence of quality 
equity oKarings, fixed income securities, mostly 
from Ihe finsri^l Institutions, attracted significant 
investor Interest The amount moblllsad through 
debt inatniments in the primary market during the 
year was higher than In the previous year. 

Money Market 

As a result of ample liquidity in the system during 
the first hel of die Inandal yaart99B4l9, toe money 
market Inierast ratea were mostly in the range (4 
6.40 - 7.85 per cent The more than comfortable 
IquIdRy position was alirfeulsd largaiy to tower off-take 


of non-food bank credit andlnflowofforelgncuiTency 
resources. However, the gross mobilisation during 

1998-99 by way of Treasury Bills was considerably 
lass as compared to the yrar 1997-98. 

QovemmanI Sacurltlea Market 

In the first quarter of 1998-99, easy money 
market conditions enabled RBI to complete about 
42.6 per cent (Rs. 33,810.30 crore) of the gross 
budgeted market borrowings of the Government of 
India. By the second quarter, 75.46 per cerit 
(Rs. 59,900.4 crore) of the gross budgeted markto 
borrowing programme was completed. And by the 
third quarter, thqnks to continued availability of 
liquidily in the system, the Government of India had 
not or^ completed the gross market borrowing 
programme but had raised an additional amount of 
Rs. 4,376.82 crore taking the total amount of 
borrowing to Rs. 83,752.82 crore. In addition, the 
State Governments also mobilised an aggregate 
amount of Rs. 12,116.22 crore from the market. 

Despite the large scale gross borrowing by Ihe 
Central and State Governments, the medium- and 
long-term Interest rates during the course of the 
year remained fairly stable. This was possible 
partly because of the easy liquidity conditions as 
mentioned earlier and mainly due to the efficient 
use of OMO by RBI. RBI also amoothened the yield 
curve of dated Government securities by issuing 
Government securities of different maturities. 

Review of operaUons during the Financial Year 
1998-99: 

Let me now turn to the working results of your 
Company during the year 1998-99. The gross 
profit of the Company (before depreciation and 
taxation) was Rs. 90.55 crore as compared to Rs. 
t05.26croreforthe previous year. Net profit for the 
year 1998-99 Is relatively lower at Rs. 58.41 crore 
when compared with Rs. 67.92 crore recorded In 
the previous year. 

The decline in the Company's gross as well as 
net profits during the year 19N-99 Is in line with 
general downward trend noticed In the profitability 
of operations of the majority of the financial 
Intermediaries. The reasons for the decline can be 
attributed to toe Increase of 60.51 per cent In the 
interest expenditure coupled with a sizeable 
reduction in the spread between the interest 
received and interest paid on the business 
operations. However, despite the low(pr profit for 
the year 1998-99, the Company's business 
operations continued to be quite healthy and on the 
uptrend inasmuch as there was s ignificant tocrease 
in turnover in Government securilies and call money 
transactions. Incidentally, Ihe Company, in 
pursuance of the policy recommended by the 
Management Consultants, has been diversifying 
its assets portfolio. Accordingly, the Company 


recorded a turnover of Rs. 144 crore in CP segment 
as against 'nir turnover during the previous year. 
Similarly, it achieved a turnover of Rs. 50 crore in 
CD segment as compared with a small turnover of 
Rs. 5 crore in the previous year. The Company's 
outstanding investments in Corporate Bonds, 
Debentures, etc. stood at Rs. 92.75 crore as at the 
end of the financial year 1998-99 as against 'nil' 
investment dOfing the previous year. 

In the previous three years, i.e. in 1995-96, 
1996-97 and 1997-98, ttie Company declared a 
dividend of 14 per cent. Although the net profit of 
the Company for 1998-99 has been lower, your 
Directors would like to maintain the payment ol 
dividend at the previous three years' level. 

Other Development In 1998-99; 

The Company has already put in place a risk 
management system recommended by the 
Management Consultants. Further, the Company 
has set up an Asset Liability Committee (ALCO) 
comprising the Company's senior management 
officials. The scope of the Committee covers areas 
such as management of market risk, funding and 
“oapital planning, profit planning and growth 
projection and trading risk management. The above 
initiatives are expected to qualitatively enhance 
the pertormance of the Company. 

Y2K Compliance 

The Company was using a software developed 
In-house in 1995 using dBase V based system 
which is Y2K comi^iant. To enhance the efficiency 
of operation, the existing software is being upgraded 
with RDBMS-Oracle/Developer2000. The Phase I 
of the software development covering the day-to- 
day operations of the Company has been completed 
and tasted. The hardware also has been replaced 
with the latest Y2K compliant units. Thus, the total 
system is fully Y2K compliant. The Company has 
also developed a contingency plan in accordance 
with the guidelines issued by RBI. 

Review of operations during the current 
Financial Year 1999-2000: 

In Ihe Monetary and Credit Policy for the year 

1999-2000, which was announced by RBI on April 
20,1999, several maasuras have been introduced 
to strengthen toe money and Government securilies 
markets. Some of them are follow-up measures of 
toe Implementation oftoeNarashnhamCommttes II 
suggestions. One such is the aim to moke caH/ 
noUce/lerm money market a pure Inter bank market 
with access to PDs. TMs is proposed to be 
implemented in a phased manner so that the 
existing lenders to too market wifi have operational 
flexibility lo adjust their asset/liability structure. 
Keeping tois aspect m toaw, RBI has daddsd to 
widen the repo market by allowing more non-bank 
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anWM to deploy their short-term funds In this 
mwtieL However, this Is restiictsd to only those 
•ntitles who hove SQL account and current account 
with RBI at Mumbai. This needs to be anlargad by 
permitting other non-bank antWas to operate in the 
rapo market at centres other than Mumbai and also 
by porntinng them to do so through constituent 
SQL account. 

During the Hret quarter of the current financial 
year 199B-2000, the can money market generally 
wttnaasad a steady trend as the caH rates moved In 
ttw band of 7.00 to 9.50 per cent barring a few 
instances hardsrring in the month of May t998 
and m September 1999 whan the rales touched a 
level of 12 per cent of account of outflows of funds 
for subscription to new Qovamment loans and due 
to short-term liquidity problems. The weighted 
average call money lending rates of OFHI during 
the period under review rariged between 7.64 «id 
9.36 per cent. Relatively easy money market 
conditions mainly arising out of lackadaisicalgrawth 
In bank credit and reduction in CRR by a half 
percentage point from 10.S0 to 10.00 per cent 
effective from fortnight beginning May 8, 1999, 
enabled RBI to complete about 44% of the gross 
budgeted market borrowing of Rs. 84,014 crore of 
the Qovommam of India by the and of June 1999. 
For mopping up excess liquidity In the system, RBI 
continuad to use the mechanism of Fixed Rate 
Rapo and reduced the rate from 8 to 6 per cant 
affective March 3, 1999. However, the market 
participants did not show much interest in this 
Instrument as the can rates generally ruled above 
6 per cent during the period under review. 

The Company's turnover In the major segments 
of Its activities during the currant financial year upto 
June 30,1999 as compared to the corresponding 
period of last year was quite Impressive. During the 
cunem linandal year so far, the market preference 
being for dated Government securities, which carry 
raW^ Nghsr yield, a« Treasury BUS segment has 
remained somewhat subdued, kt a consequence, 
the Company has to carry higher stock of Treasury 
BMs. In spite of such a situation, the overall turnover 
of the Company In primary and secondary markets 
Including repos in Treasury Bills segrmnt was 
higher at Rs. 1,720 crore than Rs. 1,567 crore in 
the corresponding period last year. 

During the period upto June 30, 1999, the 
Company has achlevBd significant increase In its 
Qovemment securities outright turnover which 
stood at Rs. 6,574 crate as compared to Rs. 1,212 
crore In the corresponding period last year. The 
aggregate turnover In prkrwry and secondary 
markets was also substantially higher at Rs. 11,201 
crore as compared to Rs. 4,618 crore in the 
corresponding period of the previous year. 

The share of dated Government securities In the 
overall portfolio of the Company is on the increase 
primarily because of market preference for these 
securities when compared to Treasury Bills as the 
gap on the yields on dated Government securtliss 
(of maturity above one year) and Treasury BiHs has 
narrowed considerably and the cost of funds rm 
occaakyrs, la more or less In line with the yields on 
short dated Treasury BWs. 

Odwr Obi iralle i and Suggestions: 

RBI's Meet monetary policy dooumsnl has dealt 
in dataH about the various stnrclural reforms in the 
money markat. With a view to enhancing the depth 
arfo IqtMyfoths (aovemment eeculllas martat; RBI 
has pia gtealar emphasis on the InstNullon of 
primary daafore. RBI expaclB that PDs should play 
a larger tola ki the absorption of the primary Issues 
and bi martat making. In order to ptrimole 010 retail 
mariist sagmsni, the Reserve Bank also has takan 
slaps to revamp the system of Nquhtty support to 


FDs, at the same time increasing the number of 
prirrary dealers. As a part of our efforts for the 
davelopmem of the (tovemment securities markat 
and creaHng greater awareness among investors, 
a half-day seminar was organic at Ahmsdabad 
on March 17,1999. Similar half-day seminar was 
organised by the Company at Bargitlore on April 9, 
1999. In addition, to Increase the coverage of our 
money market operations and development of the 
Government securities market by securing a larger 
reach among investors, we have deddad to open 
the sixth branch of the Company at Hyderabad. 

The five existing branch offices of the Company 
in Ahmedabad, Bangalora. Calculta, Chennai and 
New DeH have bean foncHonlngtorapetlod well over 
7/8 years. Basically, thax main area of activities 
continues to be call borrowing/lending and to some 
extent in noUce/tarm money segment besides some 
trading in commercial bills. The share of the branch 
offices in call/notice/lerm money dealing constitutes 
around 30% of toe total turnover of toe (tompany. With 
an Mantion to enlarge the scope of the activkies of the 
branches. It has been decided to permit them to deal in 
Treasury Buis and dated Government securities. 

In spbs of tncrease in the number of playars in the 
Qovemment securities markat your Corr^y has 
been able to maintain ks markst share besktas being 
the mc^ player In too cal money market In 1996-99, 
DFHl had 36.45 par cent of marks! share In cal money 
borrowing and 60.39 per cent in call money lending, 
which was highest among the Primary Dealers. To 
retain the currant share in business and improve 
the profitability, the Company had realised that It is 
absolutely essential that the quality of Infrastrucf ure 
(both In terms of men and material) Is substanUally 
enhanced. Your Company had already taken steps 
to induct additional qualified and experienced staff 
through a process of rigorous saleclion from the 
open market. The Company had also shifted its 
operations to a mow spacious premisas with better 
infrastructure facilities. And with the proposed 
upgradation of the system and the risk managimient 
techniqqps In place, your Company is now well 
position to face the emerging challenges. 

Let me make a mention of some of the significant 
emerging issues In the debt market with particular 
refaranoa to (sowmroent securities market and their 
operational relevance to markat intermediaries like 
PDs in general and to your Coirrpany In particular. 

It Is a matter of great satisfaction that RBI has 
bean stepping up its acMss In the turtharance of 
debt markat while coming out with wide ranging 
Initiatives In regard to deepening of Goverrmient 
securities market. The introduction of derivative 
products, STRIPS, anIargemaM of the scope of the 
rapo market, etc. apart from other aspects 
mentioned elsawhere are some of the positive 
steps taken by the RBI in this regard. WMIe the 
success of these efforts would de^nd to a large 
extent on the architecture of the nurket, RBI as a 
regulator has the obiective of preserving the integrity 
of the nurket primarily to boost the Investors' 
confidence. Asignificant factor in this regard relates 
to market surveillance. Promotion of transparent 
market with sufficient disclosure of Information on 
price and other areas of the transaction wHI assist 
traders to self supervise their transactions. 
However, the current markat praetieos are quMa 
poor on transparency requirements. Electronic 
markets aasky allow market survelllanoe with real 
tone monitoring and also laave audh trails. It is, 
therefore, absolutely essential alongsids the 
expansion of the market that we move towards 
total electranictraiflng so that supervision of markat 
Inisrmodlarios does not become quite onerous. 

The necessity of the institutton of Primary Dealers 
Is wel locognlasd In a markat where hoidkig of 
Government securities is concentrated In 


institutions with large sized portfolios and having 
immerkate demands and where the Government 
financing requirements are sizsabis and borrowing 
calendar is Rxsd and not very flexible. Support by 
way of underwriting of primary Issues Is also 
undertaken by the PDs as part of their efforts in 
distribution and trading of the securities. Inamarket 
where two way quotes are not fully developed such 
Intermediaries are exposed to substantIM liquidity 
risk. The risk becomes more acute If such primary 
issues are released in quick succession and also 
followed Immediately by open irurket operatlans. 
In the absence of liquidity, the avarage time the 
PDs hold on to such sub-optimal portfolio of 
securities Is prolonged. Increasing the risk of 
exposure to changes In market conditions. In such 
a situation, market-making support through 
secondary market window whereby RBI buys 
securities (in addition to sailing) from the PDs 
under certain conditions Is a proposal worth 
examining. Such secondary markat support (hr 
addition to the existing Kquidlly support) can be In 
any one of the undemoted forms as Is being 
followed in some of the countrles;- 
t. Entertaining switch deals from PDs between 
less liquid into more liquid currently traded ' 
outstaniding Issues. 

2. Purchase of maturing securities (Just before 
maturity date) and sals of new Issues, the new 
primary Issues will be on the offer side and 
maturing securities wlH be on the bid side. 

3. Enlsrtaln reverse rapo upto a specWed percentage 
of secondary market turnovers at rates in line 
with toe yields of the underlying security. 

Such initlatims from RBI will tend to reduce the 

liquidity risk of PDs and encourage them to supply 
two way quotes, and maintain continuous market 
condition. 

With the unabated emphasis on liberalisation of 
the financial market and Reserve Bank of India 
becoming obligingly market savvy, there has been 
a robust growth In the number of players and 
variety of instruments and products. To choose 
among such plethora of options, consumers may 
rely to an Increuing extent on trusted names, 
resulting in brands of preferred financial service 
providers or advisors becoming vahjablaandsought 
after. Your Company having established an 
excellent reputation in the market has an unique 
opportunity to cash on these developmenta and 
come out with products/services tfxrt are closely 
linked to its area of proven expertise. Given an 
environment which gives unfettered rein to 
entrepreneurial talents, let me assure you that your 
Company wiS not be lagging behind in grasping 
these InKiativas and move forward. 
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Calcutta Diary 

AM 

When ideology and realpolitik come in conflict, ideology has to take a 
hack seat. As the hour struck for the resolution on the referendum on 
East Timor's independence to be voted upon in the UN General 
Assembly. India was a non-enthusiastic joiner-in. For realpolitik, read 
Kashmir. The problem will however not go away. Other interested 
people are around: they will increasingly refer to the nexus between 
Kashmir and basic human rights. 


iS it already all safe ancient history? Even 
as late as the seventies, India’s voice was 
among the most strident in United Nations 
fora in the cause of East Timor indepen¬ 
dence. India of course was not alone, the 
overwhelming majority of the Group of 
77 countries lent their support to the East 
Timorese. The western powers by and 
large continued with their traditional 
reservations: apolitically emancipated East 
Timor will mean the end of thcexploitative 
role of the international oil corporations 
and theirdomestic hangers-on. The weight 
of moral authority however rested with 
the revolutionaries; the United Nations 
General Assembly resolutions reflected 
the global support they were assured of. 

The Soviet Union was still a major pre¬ 
sence in the comity of nations; in terms 
of military prowess, it was thought to be 
almost on par with the US it.sclf. It therefore 
did not require excessive courage on the 
part of third world nations to toe the 
vociferously ami-colonial East Timur line. 
The objective of the revolutionaries bat¬ 
tling on in the Indonesian island was not 
the formal wresting of independence alone. 
Their gai:c strayed much beyond; the 
achievement of an effective social revolu¬ 
tion, at the end of which land will be 
equally distributed and opportunities for 
enjoying the basic human rights more 
evenly dispersed. A relevant additional 
datum was, and is, the ethnic roots of the 
islanders, setting them apart from the 
mainland Javanese. 

Occurrences since the late eighties have 
.set things even more topsy-turvy than they 
should have been. The Soviet Union has 
come to a sorry end; the global drive 
toward eliminating the last vestiges of 
colonial subjugation suddenly became a 
bit of a juke. Whatever external help was 
trickling in from the international brother¬ 
hood of working people for the insurgents 
in East Timor soon dwindled to insigni¬ 
ficance. It was a lonely time for the East 
Timorese. But their grit saw them through, 
even as the Indonesian army was fast 
reaching the end of its tether. The arch 
reactionary western regimes could not 
demur at the proposal to have a referendum 
on the East Timor issue, to be arranged 
under United Nations supervision in terms 


of a formal General Assembly resolution. 
The military tKcupiers of the island did 
not for a moment discard their male¬ 
volence; they too could not however come 
up with a tolerably credible apologia for 
opposing the referendum. 

It was a daring concept, inviting the 
people of the island to decide in a direct 
vote whether they desired self-rule. The 
vast majority of the third world nations 
have had no stakes in other people's lands. 
Their anti-colonial and anti-imperialist 
credentials were beyond dispute, they 
endorsed with excitement and enthusiasm 
the proposal for a referendum for the 
endorsement of East Timor independence. 

But times change, and India was no 
longer found in this crowd. When ideology 
and realpolitik come in conflict, ideology 
has to take a back seat. For realpolitik, read 
Kashmir. In the United Nations General 
Assembly, this country's traditionally anti¬ 
colonial voice has grown thinner and 
thinner with every day. When the hour 
struck for the resolution on the referendum 
to be voted upon, India was a non- 
enthusiastic joiner-in. Enlightenment had 
all of a sudden begun to sink in. Tlie 
formula of a referendum to decide whether 
the populace in a backward, dependent 
territory arc entitled to receive their 
independence has awkward implications. 
If a referendum is agreed to as in the case 
of East Timor, how could it be denied to 
the people of Kashmir, more so given the 
existence of a fifty-year old resolution 
passed by the UN General Assembly 
recommending a plebiscite to settle the 
issue? Precedents are occasionally an 
inconvenience. Self-interest being self- 
interest, as far as New Delhi is concerned. 
East Timor has ceased to be a priority item. 

The p'oblem will however not go away. 
Other interested people are around; they 
will increasingly refer to the nexus between 
Kashmir and basic human rights. Whether 
the government of India likes* it or not, 
some political developments distasteful to 
it seem inevitable in the wake of the Kargil 
mini-war. Irrespective of whether the 
ho.stiIities were called off under intense 
American pressure on both the warring 
countries, India's international bargaining 
position has without question actually 


weakened in the wake of Pokhran and 
Kargil. The way the elections to the Lok 
Sabha have gone in the valley is likely to 
create further complications. Even on 
official reckoning, barely 15 per cent of 
the electors in the valley chose to participate 
in the polls. A huge majority of the 
population there, it is abundantly clear, are 
not in the least interested in the alluring 
programme New Delhi draws up for them. 
Perhaps it was different in the days when 
Sheikh Mohammed Abdullah was in 
control and his National Conference had 
an agenda which raised an echo in the 
hearts of the Kashmiris. It is now a different 
ambience altogether; the National 
Conference has been reduced to a narrow 
.self-serving family outfit, and got corrupted 
over the years. The virtual take-over of the 
valley by Indian troops is now providing 
a tragic epilogue to the entire story. 

Everything is fair in love and war - and 
in the general elections. For electoral as 
well as extra-electoral reasons, the 
established political parties are trying their 
utmost to extract the last grain of advantage 
from the border clashes. Theircalculations 
have little to do with the wishes and pre¬ 
dilections of the valley's people. Indians 
at all levels will conceivably find it difficult 
to accept the implications of this piece of 
verity, but a globalised environment will 
increasingly lay bare the facts of life. For 
example, to the practical-minded 
Americans, whining insistence on obser¬ 
ving the tenets of the Simla Agreement 
of 1972 will be an irritant. 

But please take it easy, our mandarins 
have created enough of opportunities for 
the superpower to indulge in some twisting 
of our arms. In fact, the Indian political 
parties one and all are in a jam. None of 
them can, for domestic reasons, afford to 
yield an inch of ground on Kashmir. The 
valley, the cliche keeps being blared out, is 
an inaiienable part of India, which no power 
on earth, nut even the great and good 
Americans, can take away from us. Most 
of these parties, for dear liberalised life, 
would like to be on the right side of the 
Americans though. The dilemma is 
therefore acute. 

Given this background, it is going to be 
awkward in the extreme to be called to 
look for the fifty-year old commitment for 
a Kashmir plebiscite. To add insult to injury, 
there are enough cheeky people now 
around, both in the United Nations and 
outside its premises, who may remind our 
government that whatever political support 
we once enjoyed amongst the people of 
Kashmir has, on the eve of the new mil¬ 
lennium, evaporated into nothingness. 

It is going to be a rough, tough terrain. 
The administration in New Delhi, whatever 
its political colour in the post-poll climate, 
will be, day in and day out, nagged by the 
superpower. This is only natural, given 
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our growing dependence on it in economic 
matters. This is where the East Timor issue 
too attains a fresh relevance. The natives 
of that helpless island, 72 per cent of them, 
have opted for freedom in the just- 
concluded referendum. They were punish¬ 
ed heavily by the Indonesian army for this 
cheekiness. But things are falling in place. 
After much humming and hawing, Jakart-i 
has accepted the idea of an international 
peace-keeping force. Our government has 
kept mum. congratulating neither the 
Jakarta Junta nor the freedom fighters in 
East Timor. The notion of a freedom- 
granting referendum, followed by an inter¬ 
national peace-keeping force to guide the 
transition, is no longer dear to New Delhi. 
Kashmir casts its shadow. The co-ordinates 
are no longer the same as in the days of yore. 

COMMENTARY 


THE first reaction to Harshad Mehta’s 
conviction in a case related to the Securities 
Scam of 1992 is one of relief that the 
judicial system, though excruciatingly 
slow, still works. You then reali.se that the 
conviction by the Special Court is just one 
stage of the judicial process and still needs 
to be upheld by the Supreme Court. This 
could easily take another three years. 

There are 600-odd civil cases relating 
to the scam pending in the Special Court 
(the number would have been larger but 
for the sensible decision by several foreign 
banks to write off their los.ses and not press 
charges). Out of 72 charge-sheets filed by 
the Central Bureau of Investigation (CBI) 
for criminal offences, only 46 cases have 
been filed and of these only three have 
been disposed of by the Special Court - 
including the latest one convicting Harshad 
Mehta. At the pace at which the trial has 
been proceeding, the scam investigation 
could easily carry on for the next two 
decades. In fact the process may actually 
>w down if a successor to justice Rane, 
lo retires in November, is not found 
on enough. 

It would also be no surprise if the cost 
the litigation in several civil cases is 
iherthan the disputed amounts. As things 
uid, even safe and stodgy investments 


Those citizens who would like to discuss 
the underlying issues in a frank non- 
clandestine manner run the risk of being 
dubbed, in this heady season, as rank anti- 
patriotic. But never mind, we will be made 
to learn our lessons the hard way. And 
could it be that, sooner or later, colonial 
decision-makers operating from overseas 
posts will decide, on our behalf, what is 
patriotism and what is not? 

Between the exit polls and the real thing, 
the hiatus is just about to di.sappear. The 
Kashmir problem will not go away. Now 
that the campaign days are over, respon¬ 
sible political parties need to sort out 
which direction their thoughts ought 
to turn to. But who is to decide the inner 
meaning of the qualifying clause 
‘responsible’? 


such as the Indira Vikas Patra double 
one’s money in a little over five years. If 
one includes the opportunity cost in terms 
of having this money blocked up in 
litigation, the size of the .scam could double 
from the current estimates of about Rs 
S,0(X) crorc. So far, the custodian appointed 
by the government has recovered very 
little of the money lost. 

The litigation itself has turned in¬ 
creasingly meaningless overtime, because 
many of the main accu.sed and key witnes¬ 
ses have died or are no longer available. 
All senior CBI officials originally 
connected with the investigation have been 
transferred. S P Gadhe, the DIG who 
initially headed the investigation, passed 
away four years ago. So have others such 
as National Housing Bank chairman 
Manohar Pherwani, State Bank of India 
(SBI) chairman M N Goiporia, SBI’s 
deputy managing director C L Khemani 
and chief of vigilance R L Kamat and 
K Dharmapal, the managing director of 
Fairgrowth Financial Services. 

At the same time the country-heads and 
treasury-chiefs of all foreign banks have 
all quit their jobs and most of them are 
no longer in the country. Many of them 
have been paid truly hefty severance 
packages to make tlie parting bearable. By 


contrast, scores of middle level officers 
of Indian banks, the small guys with no 
clout, who have been implicated in the 
.scam, often for technical offences, have 
simply been destroyed. Abandoned by their 
organisations, most of them have no funds 
to ensure adequate legal defence or deal 
with the slow and often corrupt investi¬ 
gation process. 

No country can lay claim to a modem 
and international class financial market 
unless it knows how to handle financial 
scandals and irregularities. This implies 
building confidence in the regulatory pro¬ 
cess through sv;'ift detection of irregular¬ 
ities and deterrent punishment handed out 
within a meaningf^ul time-frame. 

There arc the inevitable comparisons 
with Nick Lceson, architect of the collapse 
of the blue chip Barings Bank, who is out 
on parole, having served his sentence. Or 
the famous eighties imbroglio involving 
Drcxcl, Burnham Lambert Inc - a scandal 
probably on par with the Securities Scam 
in India. But investigations were conduc¬ 
ted with precision and the main accused, 
Mike Milken and Ivan Boesky, swiftly 
sent to jail. 

In the Indian situation, the multi- 
dcpartmenlal Janakiraman Committee was 
on the right track and did an excellent job 
in piecing’together the .scandal; its only 
flaw of not having spoken to the accused 
could have been easily rectified by ajudicial 
commission. But the Janakiraman Com¬ 
mittee was discredited because the spot¬ 
light hud turned on inaction by the Reserve 
Bank of India itself. Curiously, while there 
is a continuing clamour for action against 
the then RBI governor, there is no mention 
of the case for punishment of the people 
who were actually in continuous charge 
of the Department of Supervision for over 
a decade. The government then insisted, 
probably deliberately, on blundering 
further by setting up a multi-party Joint 
Parliamentary Committee! JPC) and ignor¬ 
ing the fact that seveiul politicians from 
the ruling party were themselves under 
suspicion for diverting .several hundred 
crores of rupees from public sector under¬ 
takings to brokers and bunks under the 
guise of portfolio management schemes. 

The JPC allowed politicians cutting 
across ideologies to either chase their own 
particular bete noirs, indulge in the most 
reprehensible horse-trading and leak 
confidential documents. Two reports later, 
the JPC is remembered only for the people 
it let off the hook rather than for its 
contribution towards improving the 
system. It also allowed the CBI to piek and 
choose which cases to pursue and those 
it .should let off. It is no wonder then that 
the ca.ses against politicians such as B 
Shankaranand or the Goldstar case 
involving a former prime minister’s sons 
are not even heard of. 


Harshad Mehta’s Conviction 
How Not to Handle Financial Crimes 

^ Sucheta Dalai 

No country can lay claim to a modern and world class financial 
system without knowing how to handle financial crimes and scandals. 
This calls for building up confidence in the regulatory process 
through swift detection of irregularities and deterrent punishment 
within a meaningful time-frame. 
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All this IS all the more disheartening 
because way back in 1956, the brilliant 
enquiry intothe Mundhruscandal byjustice 
M C Chagla hud already established an 
excellent precedent fur clean and fair 
investigation. Justice Chagla, while 
deciding on a public hearing in 1956, had 
said, "After very anxious consideration I 
have decided that this enquiry should he 
held in public. A public enquiry constitutes 
a very important .safeguard for ensuring 
that the decision will be fair and impartial. 
The public is entitled to know on what 
evidence the decision is based. Members 
of the public will also be in a position to 
come forward at any stage to throw more 


ANDMRA PRADr,.SH has three major 
rivers, Krishna, Godavari and Pennar, 
whose dependable Hows are 2,746 TMC 
of water, of which 1,846 TMC has been 
tapped for irrigation, creating an irrigation 
potential of 4.8 million hectares under 
major and medium projects. Out of this 
only 2.84 million hectares is being irrigated, 
reflecting a gap of about 41 per cent. 
According to the note on the state’s 
Farmers’ Management of Irrigation 
.Systems Act of 1997 (irrigation depart- 
ment, government of AP), “existing usage 
of water is inefficient, wasteful, inequitable 
with tail cud deprivation being almost 
universal. Further, widespread deteriora¬ 
tion of infrastructure with little or no 
participation of farmers has aggravated 
the low utili.sution of water of irrigation 
commanos.’' The area i rrigated under some 
of the major and medium projects was 
shrinking, in spite of secular increa.se in 
capital expenditure (corrected for inflation) 
and increasing M and Oexpenscs. Finally, 
the financial leturns to the in vestment in 
irrigation were very poor due to low rates 
of water cess and low rates of fee col lection. 
That the performance of irrigation projects 
in the state on technological, managerial 
and tinanciai fronts was very poor, was 
well recognised and acknowledged within 
the government circles. 

The AP Farmers’ Management of 
Irrigation Sy!«iems Act was passed against 
thi; backdrop in the legislative assembly 


light on the facts disclosed by the evidence. 
Justice should never be cloistered - it 
should be administered in broad daylight.’’ 
He also decided to take evidence on oath 
so that those who gave evidence did so 
with a sense of responsibility and know¬ 
ledge of “the consequences of giving false 
testimony”. 

The Mundhra enquiry was wrapped 
up in two years, including the appeal to 
the Supreme Court. In contrast, the JPC 
insisted on a convenient closed-door 
investigation with selective briefing of 
journalists at the end of each day. The 
investigation into the scum I us lust its 
relevance ever since. 


on March 27, 1997. The main objectives 
of the legislation were to provide a legal 
backing for implementing measures to 
institutionalise the participation of 
irrigation users in the operation and 
maintenance of irrigation .sy.stems. That is 

(1) ensuring equitable and reliable supplies; 

(2) biidge the gap in ayacut through 
preparation of suitable operation plans; 
(.1) bring about social audit and water audit 
in irrigation; and (4)enubic the department 
to withdraw from M and O. and concentrate 
on the reservoir management and develop¬ 
ment of new systems. The thrust was on 
decentralising irrigation management and 
thereby. according a greater responsibility 
as well as greater powers to bodies com¬ 
prising elected representatives of water 
users. Involvement and control by the users 
at the local level, it was believed, would 
constitute an incentive to improve opera¬ 
tional performance. The entire exercise 
would lead to improvement in quality and 
cost efiiciency of irrigation management 
leading to increased profitability of 
irrigated agriculture - often in spite of 
increased cost of irrigation to the user. The 
process was perceived to be a cost .saving 
venture for the government wherein the 
rcicu.scd resources could be used elsewhere. 

The proposals for operationalising the 
above ideas envisaged the creation of an 
institutional stiucture of irrigation water 
user with water user associations (WUA) 
as its basic elements. The main features 


of these proposals, as spelt out in the act, 
may be summarised as follows; (1) The 
act is applicable to all irrigation schemes 
major, medium and minor except those 
under panchayat raj institutions and all 
minor bodies in the scheduled areas of AP. 
(2) Every irrigation project would be divide 
into convenient areas of operation of the 
project and distributary committees, and 
WUA at the primary level. The delineation 
of the areas would be done on a hydraulic 
basis, which are administratively and 
functionally viable. (3) Depending on the 
type of irrigation scheme, there may be 
single, two or three-tier system of 
associations/committees, (4) WUAs are 
the primary organisational units of 
irrigation water users. Each irrigation 
.scheme may comprise one or more WUAs. 
While medium and minor projects could 
comprise of a single WUA, depending on 
the ayacut, the major projects could be 
divided into few hundred WUAs, 
depending on the spread of the ayacut and 
the spatial distribution of distributaries. 
These primary units of water users shall 
regulate and di.stribute water within its 
command area. The total area of operation 
of a WUA will be divided into 4-10 
con.stituencics, depending on the command 
area. Each constituency shall elect a 
member of the managing committee of the 
WUA and .shall directly elect the president 
of the WUA as well. (5) A group of WUAs 
under a distributary or a group of small 
distributary comprises a distributary 
committee (DC). The presidents of all 
-WUAs in a DC are members of a DC. 
Together they arc to select the members 
of the managing committee and the DC 
president, who will be in charge of the 
distributary related matters. (6) Project 
committees arc apex bodies concerned 
with the management and distribution of 
water in the command of major and 
medium projects. All the DC presidents 
will be members of the PC. The entire 
project command is to be divided into 
7-11 constituencies to ensure adequate 
representation. The PC will elect a presi¬ 
dent and 7-11 managing committee 
members from each constituency. (7) An 
apex committee chaired by the minister of 
major and medium projects shall be con¬ 
stituted to formulate broad policy guide¬ 
lines for the various committees in its 
command and act as the final decision¬ 
making body forresolvingdisputes. (8) All 
landholders within localised/authorised 
area including title holders, tenants and 
whose name is found in Record of Rights 
shall be members of WUA with voting 
rights. All other water users either from 
non-localised areas or users for non- 
agricultural purposes will also be co-opted 
as members but without voting rights. 
(9) These organisations are charged with 
the following main functions: preparation 


Participatory Irrigation Management 
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of operational plans at the beginning of each 
season; prepare a panel of auditors for 
auditing accounts; maintaining of an 
inventory of irrigation system within its 
command; maintenance of records, ac¬ 
counts, list of members and implementing 
the decisions of the higher committees; 
preparation of the maintenance plan of the 
distributary and drainage system of the 
irrigation project within its command and 
execute local maintenance works; social 
audit and water budgeting; conflict 
resolution: and resource mobilisation. 

(10) The resources of these organisations 
would be; government grants as a share 
of water fee collected; development grants; 
loans raised from any scheduled or co¬ 
operative banks; income from any sources 
attached to the irrigation sources; levy or 
special tax for taking up speciHc works 
as agreed upon by the general body of the 
organisation. 

Ul) The significant features of the 
proposals are; 

- The right to recall of the president if 
the general body members are dissatisfied 
IS indeed novel. Provisions have been made 
for recall of the president if there is a one- 
third majority of the general body members 

- Membership is ba.sed only on the fact 
of owning land in the authorised command 
of the WUA and not on the extent of the 
land owned. 

- Control over water use is in the hands 
of loctilised irrigation water users tit the 
expense of non-irrigation users oi water 

- Women and landless are excluded from 
any involvement in water management in 
the area. The high levels of public invest¬ 
ment in irrigation which impact the entire 
community - directly and indiiectly - 
locusc on a fraction of the population i e, 
those who practise irrigated agriculture. 

following these proposals and passing 
of the act in 1997, elections for more than 
10,000 WUAs were held (one president 
and technical constituency members as 
per the WUA command) and constituted. 
Subsequent totheelections, extended train¬ 
ing was provided to government officers 
and presidents of WUAs to sensitise them 
about PJM r its features and its necessity. 
During the first year activities taken up in 
canal irrigated areas took the form of silt 
clearance of channels, followed by streng¬ 
thening of embankments, small repairs of 
pipe outlets and drop structures, plugging 
of breaches, etc. The emphasis during the 
second year has shifted to the fixing of 
shutters at the various offtake points. This 
is significant, as existence of shutters is 
a precondition ol any attempts to institute 
water regulation. Technical systems of 
water regulation are a necessary although 
not a sufficient condition, for implementing 
any rules of water distribution within water 
users at the field level and within dis¬ 
tributaries at. the main system level. 


As of now there exists hardly any 
systematic method of equal water sharing. 
The water is continuously flowing in all 
the channels (depending on the quantum 
of water releases at the head of the system) 
throughout the irrigation season. As such, 
the ease of water availability to a user is 
in proportion to the distance of his land 
from the head of the irrigation system. 
Head refers to head of the system, head 
of the distributary and head of the minor. 
Similarly tail end refers to the end of a 
channel - main canal, distributary and 
minor. The walcravailability reduces pro¬ 
gressively as you proceed towards the tail 
of a channel. The tail end of a minor at 
the tail of a tail- end distributary will bear 
the accumulated lo.sscs en route. Similarly, 
it is possible dial the tail end of a head 
end distributary may get plenty of water 
while (he head end of a tail end dislribiitary 
gets meagre oi uncertain supplies. 

In principle, water distribution according 
to the act is suppo.sed to be on a per acre 
basis with thecroppmg pattern left entirely 
to choice of the tanner. However, as of 
data, the distribution principle in operation 
was ‘first come first serve’ - ‘come’ in 
the .sense of location of the farmer’s plot 
of land from the source of water. 1’radi- 
tional discrimination based on locational 
disadvantage exists. In addition there is 
the disadvantage of smaller size of 
landholding of the majority of the farmers. 
Although the DCs did have meetings with 
the respective irrigation deparlniciit 
personnel on the availability of water in 
the reservoir and the po.ssibility of relca.scs 
during the ensuing .season, this could only 
be for information. It did not reflect a 
greater control over the releases or dis- 
tr'ibutioii - however, it did create the 
possibility of farmers planning their pro¬ 
duction pattern according to the expected 
supplies. But in the absence of an effective 
communication system, it is unlikely that 
such information would reach the general 
body of fanners for them to respond by 
taking preemptive action. There was thus 
very little that is in evidence on redressing 
the imbalance on the equity front - both 
the head-tail and land-based inequity 
regarding distribution of water - due to 
formation of WUAs and DCs. 

Many public di.scussions (workshops/ 
seminars/publications) have been replete 
withmanyareierencctoorganisations, indi¬ 
viduals and experiences vis-a-vis their con¬ 
tribution to and role in participatory irrigation 
management initiatives. 'Piis generates a 
sense of euphoria and complacence that all 
is well and we can doze off peacefully. 
Howcver,onecannot helpfeeling somewhat 
uneasy at this emerging state of stupor. To 
strike a discordant note is deliterately 
attempted in this piece-to provoke a lively 
debate and evoke counter viewpoints which 
may tease us out of the peaceful slumber. 


The following are some preliminary ideas 
and perceptions on the experience of PIM 
in Andhra Pradesh. They arc based on an 
ongoing research project at Centre for 
Economic and Social Studies, Hyderabad, 
on the assessment of PIM in Andhra 
Pradesh. The initiatives on participatory 
irrigation management in Andhra Pradesh 
arc indeed laudable for their scale and 
political support. The excitement and 
activities it has generated at the grass roots 
level arc notable - more so in view of the 
fact they are part of a government- 
sponsored programme. To find a parallel 
situation would be difficult not only in 
India but worldwide. 

The utility of channel improvement 
works, which is the major activity being 
undertaken by the WUAs and DCs, cun 
scarcely be questioned. It does however 
rai.se (he question of sustainability of the 
efforts and the tempo of the programme. 
Inability to .sustain the dynamism and 
maintain the systems of creation and use 
of irrigation networks, has been the bane 
of most top down approaches. How and 
why the Andhiu Pradesh experiment will 
e.scape this fate is not entirely clear. 

Sum.Y-SiDi; Ini riATivK 

There are two points to note - one, 
almost the entire effort is geared to im¬ 
proving the supply-side efficiency - the 
desilting, construction of lining, drop.s, 
pipe outlets, clearing of weeds, streng¬ 
thening of embankments of channels, etc. 
Bunds for these activities are in fact 
reaching the WUAs and DCs at the rate 
of Rs 20U per acre (Rs I (K) per acre through 
WUAs and Rs l(K) per acre through DC.s). 
('ontractors have been eliminated forminor 
works (and (his is no mean achievement 
for a government sponsored programme). 
Physical improvenK nts aic in tact being 
executed. The works are being taken up 
simultaneously dispersed throughout the 
state. This has enabled much higher w ork 
output in a short spun of time. This is in 
contrast to the earlier situation wh'*re (he 
work output was limited, among other 
things, by the irrigation department's 
capacity to handle all the jobsconcurrcntly. 

As a result of this tremendous effort 
water wastage due to reduction of con¬ 
veyance losses has been reduced, increas¬ 
ing the efficiency of water use at a macro 
level. The increased water availability due 
to (his reduced wastage however, can at 
best incrca.se the water available for 
productive use by 15 to 20 per cent. This 
increase can certainly make the water travel 
further down the channels - towards the 
tail end. But it is certainly not sufficient 
to provide multiple irrigation to tail end 
areas. For the lattcrto happen it isab.solutely 
ncce.s.sary to curtail the amount of water 
being drawn upstream and divert it 
downstream. The total quantum of water 
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is limited in the short run (on the average 
and with given hardware components). 
Increased water at the tail can make a 
.significant impact only if it is made 
available at the cost of upstream farmers, 
i c, by controlling their supply. That is, 
a drastic re-distribution of water needs to 
happen. How this iscnvisaged in the overall 
programme is not clear. To realise this 
redistribution implies the renunciation by 
the head end farmers of the dis¬ 
proportionate share of waterthat they have 
become accustomed to draw. The lush 
green paddy fields at the head (of main 
canal, distributaries and minors) which 
are over-watered (and very often have 
lower yields than mid-channel fields) bear 
testimony to the monopolisation of water 
by the farmers on the head reaches. 

How is PIM in Andhra Pradesh going 
to effectively ground this redistribution in 
favour of tail end areas? By control 
structures? By persuasion and good will? 
Coercion? Who is going to take the 
politically unpalatable decision of 
enforcing this reduction of water to head 
areas? It is well known that technical 
structures have been tampered with earlier. 
Resistance to giving up privileges enjoyed 
over the years is more likely to be offered 
and cannot be wished away. Conflict of 
economic interest is at the hard core of 
this resistance and farmers are acutely 
aware of this. The social injustice of head 
farmers' claim is not an issue of great 
concern to an individual head-end 
landowner. From the brief visits to the 
field areas of Sriram Sagar (SSP) and 
Nagarjuna Sagar (NSP) Projects, there is 
evidence of the tail-head issues being 
discussed in the IX! meetings. However, 
the DC has no executive authority to 
implement the land-based water distri¬ 
bution agreed to in piinciple or to take 
punitive action against those who violate 
the lulcs. 

Secondly, a major implication of the 
above (i e, failure of the tail areas to access 
significant bend its of increased irrigation) 
discourages them from paying their water 
cess (currently at about Rs 2(X) per acre 
for wet crops). The revenue collections, 
which ha* e been traditionally low in most 
irrigation departments, are bound to 
continue to be low. This is in spite of the 
fact that if the irrigation service is 
satisfactory, farmers do not mind paying 
the water charges. 

The PIM financial strategy was to 
stimulate revenue collection with higher 
water charges (recently hiked) by providing 
better service, such that the WUAs and 
IXTs could be self-financing entities vis- 
a-vis the M and O works. The Rs 200 per 
acre financial input matches to Rs 200 per 
acre revenue collection. If the expected 
revenue collection is not forthcoming the 
deficit has to be made up by outside sources. 


As of now it is World Bank loans. However, 
the problem with loans is that they have 
to be paid back and their flow is time 
bound. The question is how do we pay 
back if there is a constant deficit (forget 
about surplus), and two, what happens 
when the inflow stops. What happens to 
all the activity and the excitement 
generated? The investments in improving 
the supply network need to be kept up. If 
funds are not forthcoming for that it will 
again set into motion the poor revenue- 
poorMandO-poorcollections-poorM and 
O cycle. And so we are back to square one 
after the brief spell of heightened 
expectations and good work. 

What then is the alternative? Are we 
trying to argue against the programme 
activities? Is it futile? Is it to run down 
the admittedly useful revamping of the 
supply channels which was badly required? 
The argument is for carrying the process 
of irrigation reforms - which are necessary 
and inevitable - beyond the narrow con¬ 
fines of a supply-side approach to include 
the critical realm of end use regulation of 
water. It is thus to take forward the process, 
which has been initiated, to logical con- 
clu.sion by bringing within its purview, the 
modes of on-farm utilisation of water, the 
cropping pattern and agricultural practices. 
Thecarrot-and-stick strategy (using market 
and non-market mechanisms) should be 
used to influence choice of low water con¬ 
sumption crops, water efficient technolo¬ 


gies and adoption of agricultural practices, 
which enhance water productivity. 

There is no dearth of technological 
options in the country that abide by the 
above criteria. The idle capacity of research 
organisation, experts, consultants is 
waiting to be tapped. What is lacking 
however is the hesitation to expand the 
area of PIM reforms to bring water-use 
within its fold. As of now the AP Farmers 
Act clearly states that the role of these 
reforms is to institute rules for equitable 
distribution of water (on per acre basis). 
What the farmers do with this water, is 
their business. It is this aspect that can 
form the Achilles Heel of the entire 
programme. If rice cultivation is the only 
response of water users, the head enders 
will continue to guzzle the water starving 
the tail enders of their legitimate due. Any 
attempt to cut into their water ‘right’ will 
be strongly countered. The entire 
investment at public cost would continue 
to cater to the privileged few, and further 
reinforce social and economic inequities. 

Increase in area irrigated during the post- 
reform period has been widely claimed. 
This is also plausible, given the focus of 
channel improvement leading to increased 
efficiency of water transmission. But the 
extent of area that can be properly irrigated 
by the water thus released is not well 
documented. Government records-mainly 
from revenue department and also from 
irrigation department - do not clarify the 
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‘quality of irrigation’ received by this 
‘increased irrigated acreage’. Water 
touching the tail - after 15 years - also 
gets entered as irrigation of tail areas. 
There could be varying degrees of reliabi¬ 
lity, pressure, speed of water reaching the 
tail. How satisfacior>' and significant this 
‘irrigation’ is for the user is yet to be 
confirmed. The point is that the increase 
in area irrigated as a result ol PIM tends 
to overstate the case. Field level data point 
to less optimistic picture. While quanti¬ 
tative figure.s/data may sound impressive 
- the qualitative reality they represent is 
not explicitly specified. There is need for 
more det.iiled and reliable data collection 
meihanisms before a firm .statement can 
be made regarding the systematic increase 
III area iiTigatcd - abstracting from seasonal/ 
cliiiiaiic lluetuations can be made. 

As per the feedback from the field 
iMvesligalions data on area iirigatcd was 
primarily the responsibility of the revenue 
department, since they hatl to charge and 
collect the water cess along with land 
revenue. There was a systematic tendency 
to uiulci-report the .irea irrigated. Consc- 
(|iieiitly, le.ss revenue needed to be deposit¬ 
ed 111 tlie trca.sury. Water charges were in 
luct collected fiom a large uiea, but found 
I heir way into the pockets of the revenue 
de])aitment personnel. The low I igtiies lor 
aica iriigated in the years preceding the 
reloriiis are absurd and ridiculous in some 
cases being less than 10 jier cent of the 
visible irrigated acreage. This is one leason 
why it IS so difficult to get data Irom the 
local MRO's office. What has happened 
.illei the relorms is the greater pressure on 
the revenue authoiities to enter the aiea 
'irigated in oiticial records, as the WDAs 
e.vpcct to get funds forM and () in jiropoi- 
iion to the revenue that is collected Irom 
within 'heir command. Therclore, a large 
partol the‘reported’ increase could also lx* 
due to inciea.scd ‘reporting’ aiul not neces¬ 
sarily due to actual increase in area. The 
broader point being made is that the data 
on increased irrigated acreage needs to be 
subjected to eritieal scrutiny by further 
research before arriving at adefinite hypo¬ 
thesis about linking the entire ineicase in 
.'iiea irrigated with the retorm induced 
activity. 

However, limited increase it; area 
irrigated due to channel improvement is 
possible. This increase would be a quantum 
jump due to initial work. Subsequently, 
only incremental increase can be expected. 
For instance, the dcsilting of channel, 
which has been clogged for the last 15 
years, is bound to show a dramatic change 
in water flow. Additional repairs would 
coninbute marginally to the enhanced flow 
of water. This increased flow is therefore 
more or less a one time increase in water 
saving. The possibilities of releasing 
additional water oy reduced wastage cn 


route would therefore be soon saturated 
and one would have to look for the more 
critical mechanism for feeding the tail 
areas, mentioned earlier. That is. by eiii- 
tailing the supply ol upstream farmers. 

Involvement of revenue administration 
brings us to the second point of eoncein 
Recognition of unreliability of revenue 
records of irrigated area has led to the 
proposition of eoiidueiing ‘joint a7maish‘ 
tor assessment ) to be conducted by a repie- 
sentative each from revenue department, 
irrigation dcpartineni. agricultural depart¬ 
ment and a member of WUA managing 
eommiliee. This is definitely a welcome 
step lovvaids stiv.imlming the system of 
ininiaiy data eiillcciion. Although not 
effectively groumied, as of now - it is a 
mattei ol tiinebeloieiliswclleslablisl ed 
Currently, theie is evidence ol higher 
revenue eolleeiioiis under .some distri¬ 
butaries. This again requires cautious 
mtcr|vreialion in light of the fact that the 
water charges in the state have been Inked 
by nearly 1(H) per eeiil during the last two 
years. The increase in revenue eolleetions 
could be due to higher charges and not 
nece.ssarily due to larger niimbei of larmers 
complying with the p.iymcnt. Here again 
data IS lequired oii the area iiiigaieil tor 
which water lees .it higher rates, has in 
tact been paid liisaggregated data aiuilysis 
IS lequii'cd foi positing any hypoihesis 
either way llaslv ovei-geneialisalion is 
best avoided in the interest ol lealisiie 
assessment of giound realities. 

All the .success sloi les of watei manage¬ 
ment as III Ralegaon .Sidhi, Rani Ran 
ehayals, weie loniingent on the ^oeial 
regulation ol walei use. There aie adniit- 
icdly conslrainis ul a lop down approach 


that makes micro-regulation of water use 
rather problematic - something that has 
been achieved by painfully slow but 
sustained efforts ,if NGOs in different 
pockets. Social transformation how'cvcr 
caiiiu)( be brought about overnight by 
govenimeni fiat It isaslovv and painstaking 
process based on sustained grass roots 
mobilisation. A strong awareness drive is 
required to carry the community with the 
piogramme. Tbe.se inputs are critical for 
eontlici resolution which is necessary 
part of soc ial change. If not resolutum, at 
least containing the eonlliets. Top-dow'n 
appiouches, which cut short on ihe.se 
inputs,run headlong intoa myriad of .social 
eoiiniets betweeiuliflereni interest gniups. 
Reeoneiliaiion among them w ithin a top 
down paradigm becomes pioblemalie. 

However, even w ithin the constraints ol 
the govenimeni programme it may be 
possible to initiate changes in the water 
use habits of farmei s rhismaybesiimula 
led by ucombinaiion of inputs tromugiicul- 
tuial exlensitm and market instruments by 
making it economically iiltraciive and 
practically leasible for farmers to svviieh 
lo low water consnniplioii ciops Tins 
requires c-i torts to liansic'i technologies on 
a turnkey basis lioin the lab to the field 
ihiougli pilot pio|Cc ts, as well as the push to 
dilkise these technologies Reseaieh into 
constraints lo diffusion needs lo be uiider- 
lakcii lor foi inulatiiig a siiit.ible policy. As 
ol now I’owcvei thinking along tliese lines 
isprc'-einiiteilduetolliescll congi.itulatory 
mood III Aiullua Riadesli and llic ensuing 
liy|)e 'I he cloud ol eupliemism obscuies 
clarity ol Ihouglil anil lowers the |)iobaliility 
ol conlionimg the post icloiin eoiiiiadie 
tions inheient in tlie piogiamme 
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Election Commission: Separating 
Basics from Frills 

J V Deshpande 

hi the lifilu of some of its recent actions, there is a strong case for a 
dispassionate review of the Election Commission's role in the 
electoral process. 


AFTF-R u slrong and adverse reaction frt)m 
the Suprctnc Court, the Election Commis¬ 
sion withdrew its ban on the publication 
by the media o1 the results of opinion polls 
and exit polls. This is a pity m a way 
becau.sc, by its withdrawal, the FiC has 
once again managed to avoid a thorough¬ 
going review of its authority. On an earlier 
occasion also, when Bihar government 
challenged the directive of the F^C making 
photo-identity cards compulsory for vot¬ 
ers, the EC withdrew its order, rather than 
test Its legal validity. In the present case, 
because some mcmbei s of the press and 
television appealed to tlie courts as the 
aggrieved parties, the liC was compelled 
to withdraw its ordci banning exit polls. 
At the same time, its other questionable 
directive', 'uch as banning advertising on 
television oy political parties or prohi¬ 
biting media persons from accompanying 
the prime mmi.ster on his plane presum¬ 
ably cimiiiiue because no one has chal¬ 
lenged them yet. 

In the light of some of the recent pro¬ 
nouncements ot the EC, there seems to be 
a strong ca.se lor a dispu.ssionatc review 
of Its role in the electoral proces.ses of the 
country. 

Eor example, it is hard to find any 
rationale behind its attempts to ban exit 
polls and opinion surveys. Conclusions 
bused on sample surveys are a standard 
pun of any scientific inquiry, particularly 
in the social .sciences. Such a survey al¬ 
ways comes with an estimate of the error 
and an alert reader bears it in mind while 
diawing conclusions. It is very likely that 
there are some 'comniissioiied' surveys by 
interested parties where the conclusions 
aie doctored But just as ‘commissioned’ 
news reports or even editorials in some 
newspapers do not justify censorship of 
new spapers, similarly a blanket ban on the 
publication of exit polls docs not fit into 
a democratic set-up. Anyway, in the 
pa^ the Indian electorate has amply 
ddmonstraicd its ability to be discriminat¬ 
ing. F-ven the near monopolistic condi¬ 
tions of 1977. particularly of the elec¬ 
tronic media, did not save the Congress 
Party from rout. 


The Justification advanced by the EC in 
proposing such a ban is even more dis¬ 
turbing than its action. One of the mem¬ 
bers of the EC opined that by and large 
the Indian voter is only “half-literate" and 
can be easily swayed by .such publications. 
Docs the EC believe that the Indian voter 
has no judgment of his own? Even as¬ 
suming that exit polls and opinion polls 
are. part of the propaganda of some party 
or other, is it the responsibility of the EC 
to filter such propaganda? A statement 
such as this takes one back to the colonial 
days when learned men di.scussed in 
London whether the Indians were fit for 
provincial autonomy or for Home Rule or 
whatever. Disturbing a.s the statement of 
the EC IS, the fact that it has gone un¬ 
challenged by all the political parties, which 
nominally swear by democracy, is even 
more worrisome. 

Equally preposterous was the EC’s alibf 
while banning advertising on television by 
political parties. The EC felt that "such 
advertising gives unfairadvantage to larger 
and more resourceful parties" and that 
thcic should be a "level playing field" It 
is ol com sc expected that the EC will 
discharge its duties impartially, without 
fear nr lavour Docs this mean that it is 
also the duty of the EC to prop up a party 
that may be weak in material tcsources? 
What if a party is weak in manpower? Or 
in ideology? It is in the nature of things 
that the electoral process will weed out the 
weaker, smaller parties. If the EC can 
ensure that people can vote freely and 
without fear of reprisals, parties which 
have lost their relevance, or which have 
lost the confidence of the public will surely 
exit and there is nothing to lament in that. 

Under 'he Constitution, the EC is given 
"control over the preparation of electoral 
rolls and conduct of all elections”. It has 
to see to it that elections are conducted 
impartially, and, one may adcT, expedi¬ 
tiously without any element of fear. Ac¬ 
cording to some reports, everyone who 
hud reached 18 years of age on Decem¬ 
ber 31. should have hud his name on the 
electoral roll by the next March 31. If the 
EC had adhered to this excellent norm, the 


country would have been spared the 
unhealthy situation of having a govern¬ 
ment for six months without any Lok Sabha 
to answer to. Even the rolls, which were 
eventually made available, had many la¬ 
cunae. One of the members of the EC 
found his name missing from the rolls. 
This author changed his residence in 1995 
and in the elections of 1996 found his 
name in the supplementary list in the new 
constituency, which is fair enough. But In 
1999 also, his name continues to be in the 
supplement for which there is no excuse. 

The photo-identity scheme, mooted 
about five years back, will go a long way 
in reducing bogus voting and allied mal¬ 
practices. One would have expected the 
EC to complete the distribution of these 
cards in the past five years. But the scheme 
seems all but forgotten today. Do the 
priorities of the EC change with a change 
in the commissioners? When they were 
sought to be introduced first, the Supreme 
Court, rca.sonabIy enough, did not want 
elections to be held up indeHnitely till all 
the identity cards were distributed. But 
surely, five years was ample time to 
complete the process throughout the coun¬ 
try, including Bihar, where the next state 
elections arc due soon. 

Current political trends do .suggest that 
the services of the EC may be needed more 
and more frequently in the near future. It 
is therefore high time the EC got its act 
together. 

This can be done if it concentrates on 

* 

ils basic function, of being ready to hold 
the elections in a fair and impartial manner 
and at shoit notice. Much will be gained 
if it can have the electoral rolls ready and 
up-to-date, including the issue of identity 
cards, say at March 31 and October 31 of 
each year. This will enable it to hold 
elections at short notice. The EC also has 
to keep in mind that the guidelmcs that 
it may issue from time to time, are just 
that - guidelines. They will be acceptable 
only so long as there is a consensus on 
their utility. Unlike in the UK, conven¬ 
tions and guidelines which are not codi¬ 
fied do not carry the force of law in this 
country. If they are to be accepted as the 
law of the land, they have to go through 
the normal legislative process and sooner 
the EC takes steps to get the necessary 
legislation on the books the better. It should 
expect nohelpon this from political parties. 
All of them have prospered under the 
present system and would not. on their 
own, like to tie themselves down with a 
new set of rules. But setting its own house 
in order should be in the hands of the EC, 
provided it displays the necessary will and 
urgency. 
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Official Data on Trade Unions 

Some Comments 

K R Shyam Sundar 


The trade union data published by the labour bureau of the union 
government are anything, but reliable, deficiencies in registered 
unions reporting to state governments aiid states reporting to the 
centre being the main reason. As a result there is a question mark, 
for example, over whether or not there has been a secular decline in 
the degree of unionisation. 


THE labour bureau of the union govem- 
mcni publishes data collected cither statu¬ 
torily or voluntarily from employers and 
trade unions on various aspects of industrial 
relations. Among the data statutoril y collec¬ 
ted arc tho.se on trade unions, collected 
under the Trade Unions Act, 1926. The 
importance of data on unions needs no 
reiteration. Assessment of the quality of 
official data is a necessary prelude to any 
serious quantitative analysis of the data. 
The limitations and strengths of official 
data need to be brought out to facilitate 
careful data analysis and the generation 
of ideas for improving the data. 

The basic limitations of datii on unions 
have been noted by several [Johri 1967, 
Rudolph and Rudolph 1987, Shyam Sundar 
199.'^, Venkata Rainam 1996, etc). The 
deterioration in the quality of data on 
unions published by the bureau isappalling, 
even condcmnable. It is the resulting 
frustration that has prompted this piece. 

According to the Trade Unions Act, any 
seven workers or employers can lorm a 
union and may register it under the Act. 
Registration entails certain advantages 
which iion-registcred unions do not enjoy. 
Registered unions are required to submit 
annual returns (which include details of 
membership) to the registrar of trade 
unions. Failure to comply with this pro¬ 
vision invites certain punishments as 
mentioned in the Act. This is the statutory 
basis of union data collection. 

Thus, the official data pertain only to 
registered unions;* no information exists 
on the extent and nature of the ‘non- 
registered union sector’.-^ On the basis of 
the retipms submitted by the legistered 
unions, the labour departments of the 
states and union territories compile data 
and send reports to the labour bureau; 
the latter compiles the reports and pub¬ 
lishes the data in the Indian Labour Year 
Book (ILYB, a ‘quickie’ publication) and 
Indian Labour Statistics (ILS), both annual, 
and Trade Unions in India (biennial). 

Two sorts of compliances are involved 
here: the registered unions should submit 
correct and complete annual returns on 


time, and the labour departments of the 
states should furnish reports to the bureau 
also on time. 

As has been widely noted and officially 
admitted, not all registered unions submit 
returns. Of those that do, some submit 
delayed or discrepant returns. Such returns 
are left out of the consolidated returns 
sent to the bureau by the state labour 
departments (Il.S 1982-86, p 217). As a 
result, the numlier of unions submitting 
returns has been far smaller than that of 
registered unions. Between 1951 and 1975, 
the proportion of the rcgistcicd unions 
submitting returns’ (‘response rate’) 
ranged from 34.2 pci cent in 1974 to 67.1 
per cent in 1964-65 (Table 1). 

The blame forthe inadequacy of the data 
could be placed squarely on default by 
unions. While this limitation continued to 
besiege the data later, a new dimensiem 
was later added to the inadequacy. 

Since late 197()s, the already deficient 
union data plumbed greater depths of low 
quality, thanks to poor compliance by state 
labour departnienis. In most of the years 
in the 19K()s the membership data presented 
excluded at least 10 states (Table 2). The 
labour bureau iniorms us that “some states 
which do not furnish returns in time arc 
excluded in all-India statistics.." (ILS 
1982-86). 

Blame defaulting state labour depart¬ 
ments. Some .states have been persistent 
defaulters. They include Andhra Pradesh, 
West Bengal and Bihar (since 1977 or so) 
and Uttar Pradesh, Madhya Pradesh, 
Himachal Pradesh and Karnataka (since 
1980). The number of registered unions 
in these states in 1975 (the last blessed 
year for which satisfactory data arc 
available) was 13,687 and the total 
membershipof the unions which submitted 
returns was 26.08 lakhs (Table 3). The 
unions which submitted retains accounted 
for about half registered unions and 40 per 
cent of reported membership. These are 
significant union centres for which we 
have no information throughout the 
1980s. It may be immediately pointed out 
that as the response rate in these states 


may be poor the loss of information on 
account of their default may not ^be 
significant. 

At least for 197.*!, the respon.se rate in 
these states (excluding West Bengal) was 
not unsatisfactory (Table 3). Unions in 
West Bengal have had a very poor record 
of compliance, especially during the 1970s 
and later. Is it on ideological grounds or 
on account of simple inaction? If 
Maharashtra and Kerala (occasional 
defaulters) arc added to the list of defaulting 
states, the loss of information would be 
considerable. The very poor record of data 
for 1980 and 1'982 is due to the non- 
compliance of these union-bulk states. 

The labour bureau introduced a revised 
method'* of calculating the ‘rcspon.se rate' 
in 1976 (Table 4) in view of such default. 
Since then the ‘rcspon.se rate’ has been the 
proportion of registered unions submitting 
returns in the stales furnishing returns to 
the bureau (see ILYB 1991, Table 4.01, 
footnote 3, p 70). The ‘respon.se’ in 
defaulting stale is ignored. This method 
lends the data some respectability. The 
non-compliance of both unions and states 
has reduced the validity and affected the 
reliability of union data, especially data 
for the 198()s. 

In the cu»‘ of the defaulting states, who 
should be held responsible? The defaulting 
unions or the administrulive apparatus? If 
it is the latter, arc the state aclmiiiistrations 
guilty ol non-compliance or late com¬ 
pliance? In either case, what are the 
reasons? What measures has the bureau 
adopted for remedying the situation? 

'Phe labour bureau provides estimates of 
registered unions for the defaulting states. 
The estimates are said to be based on the 
previous year’s figures (ILYB 1984: 77) 
They arc revised from time to time, as is 
shown in the case of Andhra Pradesh and 
West Bengal (Table 5). The last year for 
which information pertaining to the former 
state is available is 1977, when the number 
of registered unions was 1905. This figure 
was repeated till 1983, after which it was 
revised twice, to 2,838 in 1984 and 3,615 
in 1987. 

On what basis did the bureau revi.se the 
estimates? Is it on the basis of late reports 
sent by the states concerned? Secondly, 
how reliable are the estimates? While the 
labour bureau estimated the number of 
registered unions in West Bengal in 1985 
at 8,965, the labour department of the state 
placed it at 11,225 ISen 1996; Table 7, 
p 447], The bureau’s figures seem to 
understate the reality. 

The reportage since the late 1970s, 
characterised by the abovementioned 
shortcomings, further reduces the useful¬ 
ness of union data. The membership data 
arc far from reliable and of limited validity. 
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especially the data for the 1980s. They arc 
even dubious, as we note later. 

This in turn affects the usefulness of a 
key index: thedegreeof unionisation (DU), 
which is the proportion of the ‘organisable 
lot' in a relevant geographical unit which 
has been unionised. Apart from the defi¬ 
ciencies of the membership data, problems 
exist in determining the ‘organisable lot’ 
the deflator to membership. For example, 
should the ‘organisable lot* include agricul¬ 
tural workers, military and police person¬ 
nel, government employees and workers 
in the so-called ‘unorganised sector'? 

In India, two series of DU are usually 
presented,one using census-data e.stimated 


non-agricultural employment, the another 
using organi.sed sector employment data 
put out by the directorate general of 
employment and training (DGET). The 
census figure is a broad and unrealistic 
estimate of the 'organisable lot’. On the 
other hand, disaggregated analyses have 
shown that DGFT data lead to an 'under¬ 
estimate' of the organisable lot in the case 
of some industries. Union membership in 
these industries is found to be greater than 
employment [Johri 1967, Deshpande and 
Deshpande 1989, Ramaswamy 1977]. 

This leads to the problem of member¬ 
ship identification. The registered unions 
seem to be making inflated claims of 


Tabu 1 Tkaoi-. Unionmn Inoia, 1951-89'' 


Year*’ 

No ot 

No of 

Response 

Membership 

Employment 

DU** 

Rate ol Union 


Registered 

1)010111 

Rate'' 

of (3) 

in Organised' 


Formation* 


Unions'^ 

Submitting (Per Cent) 

((KX)) 

Sector (000) 



(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 


1951-.52 

4623 

2556 

55.3 

1996 

_ 

_ 


1952-53 

4934 

2718 

55.1 

2099 

- 

- 

- 

1953.54 

6029 

3295 

54.7 

2113 

- 

- 

- 

1954.55 

6658 

3.545 

53.2 

2170 

- 

- 

- 

195.5-.56 

80‘).5 

4006 

49.5 

2275 

- 

- 


I9.56-.57 

8554 

4.399 

51.4 

2377 


- 

- 

1957-.58 

1(H)45 

5520 

55.0 

.3015 

- 

- 

- 

1958.591* 

1(X)28 

6040 

60 2 

3647 


- 

- 

1959-60 

10811 

6588 

60.9 

3923 

- 

- 

’ - 

1960-61 

II3I2 

6813 

60.2 

4013 

• 

- 

- 

1961-62 

11614 

7087 

61 0 

3977 

12090 

32.9 

96 1 

1962-63 

11827 

7251 

61.3 

3682 

12.577 

29.3 

94.1 

1963-64 

11984 

7250 

60.5 

3977 

13403 

29.7 

89.4 

1964-65 

13023 

7543 

67.1 

4446 

14234 

31.2 

91.5 

1%5 (April- 
Dccembcr) 

13248 

6932 

52.3 

3788 

14997 

25.3 

88 3 

196() 

14686 

7244 

49.3 

4392 

16192 

27.1 

907 

1967 

1.5314 

7523 

49.1 

4525 

16314 

27.7 

93 9 

1968 

16716 

8851 

52.9 

5121 

16322 

31.4 

102.4 

1969 

18837 

8423 

44.7 

4900 

16625 

29.5 

113.3 

1970 

20879 

85.37 

40.9 

5120 

17050 

30.0 

124 5 

1971 

22484 

9029 

40.2 

5470 

17059 

32.1 

131 8 

1972 

24436 

9074 

.38.4 

5708 

17978 

31.7 

135 9 

1973 

26788 

9853 

36.8 

6580 

18820 

35.0 

142 3 

1974 

28648 

9800 

.34.2 

6190 

19274 

32 1 

I48 6 

1975 

29438 

10324 

.35.1 

6550 

19668 

33.3 

149.7 

1976 

293.50 

9778 

h 

6512 

20166 

32.3 

145.5 

1977 

.30810 

9003 

- 

6034 

20633 

29.2 

149.3 

1978 

32361 

8727 

- 

6203 

21243 

29.2 

152.3 

1979 

.34430 

10021 

- 

7474 

21884 

34.2 

1.57.3 

1980 

36507 

44.32 

- 

.3727 

22.305 

16.7 

163.7 

1981 

37539 

6682 

- 

5397 

22879 

23 4 

164.1 

1982 

.38313 

5t)44 

- 

2999 

2.3493 

12.8 

163.1 

1983 

38935 

6844 

- 

5417 

24008 

22.6 

162.2 

1984 

42609 

(1451 

- 

5150 

24214 

21.3 

176.0. 

1985 

45067 

7815 

- 

6433 

24578 

26.2 

183.4 

1986 

48030 

11.365 

- 

8187 

25056 

32.7 

191.7 

1987 

49329 

11063 

- 

7959 

25349 

31.4 

194.6 

1988 

.50548 

87.30 

- 

7073 

25712 

27.5 

194.6 

1989 

.52210 

7490 

- 

6845 

25986 

26.3 

200.9 


(a) Data relate tu both workers' and employers' unions. 

(b) Till 1964-65, the reporting relates to rinancial year, .since 1966 tu calendar year. 

(c) .Since 1976, this includes estimated figures fur states from which the bureau did not receive 
returns (see Table 2 tor further information on this). 

(d) See the text for explaiialions of the indices. 

(e) Data not available for 1951-60. 

(0 Number of registered unions per one lakh employees ii, organised sector. 

(g) Figures exclude Rajasthan (Indian Labour Year Book 1965). 

(h) See Table 3 for further information on response rate. 

Sources: Il.YB.x inous issues, the latest issue being 1991, forunion,daia;Centre for Monitoring Indian 
liconumy (CMIE) fur employment in organised sector. 


membership, as Ramaswamy has found in 
Coimbatore mills, [Ramaswamy 1977]. 
The membership verification exercises* 
usually show that the “claimed member¬ 
ship far exceeds the verified figure" [Johri 
1967: 27]. 

To this extent, the unverified member¬ 
ship figure is an overestimation; but this 
‘plus’ is said to compensate for the ‘minus’ 
of non-reported membership [Johri 1967]. 
But the reportage deficiencies noted here 
would mean that ‘minus’ sidefaroutweighs 
the ‘plus’ side. On the other hand, deflating 
recent membership data by all-India figures 
of organised-sector employment would 
underestimate the DU. as the membership 
data do not cover all the states. 

These deficiencies should make one 
cautious of using the DU to study 
trends. The ‘secular decline' noted by 
Bhattacharjee and Chaudhuri (1994b) 
between 1960 and 1984 may not reflect 
reality but poor quality of data. The 
declining response rates, which the duo 
also note (p 70), could account at least 
partly for the apparent decline in member¬ 
ship As C S 'Venkata Ratnam has suggested 
though in a different context, the deflator 
should include employment only in states 
for which membership data for the relevant 
years are available. 

What is the ahemati vc to the discredited 
memnership figures? The less damaged 
measure, the number of registered unions? 
This is statistically more valid but 
theoretically lc.ss meaningful, while for 
^DU the reverse is true The number of 
registered unions deflated by either the 
number of establishments or employment 
in the organised sector (it could be called 
‘rate of union formation’) could be used 
as an ‘organisational measure’ in place of 
the DU (Table 1). 

The poor response rate of registered 
unions and poor compliance on the part 
of states reduce the utility of othef data 
such as income and expenditure of unions 
and classification of unions by industries 
or sectors. They also tend to make the 
publication of detailed information in the 
biennial ‘Trade Unions in India’ a wasteful 
proposition. In any case, the considerable 
time lag in the publication of this volume 
and the difficulties of access to it makes 
this source a least used one. 

The labour bureau surely owes the users 
of official data some explanation for the 
noted deficiencies, replies to queries and 
assurances that things would improve in 
future. How long can we put up with 
incomplete, not quite valid and unreliable 
union data? 


Notes 

1 This is not the fault of the data collection 
agencies. The situation can be remedied only 
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Table 2: Defaulting States and Union 
Territories 


Table 4: Response Rates Eshmated bv Old 
AND New Methods 


Year Slates and Union Tetrilories 


1977 Bihar, WB (2) 

1978 AP. Bihar, WB (3) 

1979 AP, Nagaland, WB (3) 

1980 AP, Assam. Bihar. Oujarai, HP. 
Karnataka, MP. Maharashtra, Nagaland. 
Tnpura, UP, WB. (12) 

1981 AP, Bihar, HP. Karnataka. MP. Nagaland. 
Tripura. UP. WB (9) 

1982 AP, Assam, Bihar, HP, Kerala, Karnataka, 
MP. Maharashtra, Tripura. UP. WB. (11) 

1983 AP, Assam, Bihar, HP, Karnataka, Kerala. 
MP. Tripura, UP, WB, Chandigarh (11) 

1984 AP. Assam, Bihar, HP, Karnataka, MP, 
Tnpura, UP, WB, Chandigarh (10) 

1983 AP, Assam, Bihar, HP, Karnataka, MP, 
Rajasthan.Tripura. UP, WB, Chandigarh, 
Meghalaya (12) 

1986 AP, Assam, Bihar, HP, Karnataka. MP, 
and Rajasthan, Tripura, UP, WB, 

1987 Chandigarh (11) 

1988 AP, Bihar. HP, Kerala, HP, Karnataka, 
MP, Rajasthan, Tripura, UP, WB, 
Chandigarh (II) 

1989 AP. Bihar, HP, Kerala. MP, Nagaland, 
Rajasthan, Tripura, UP, WB, Chandigarh, 
Delhi and Pondicherry (13) 

Notes: Figures in brackets indicate the total 
number of stales for which infornialian 
on unions is not available in the 
respective years. 

2 We have not mentioned here Jammu 
and Kashmir, though il is included in 
some years among the defauliiers' list. 
Soune: ILYB. 


Year 

Response Rates (Per Cent) 


Old Method 

New Method 

1976 

33.3 

44.3 

1977 

29 : 

.39.9 

1978 

27.0 

38 5 

1979 

29 1 

.39 7 

I98U 

12 1 

18.9 

1981 

17.8 

45.6 

1982 

13 2 

.35.1 

1983 

17.6 

44.0 

1984 

15 1 

28.8 

1985 

17.3 

31.5 

1986 

23 7 

39.6 

1987 

22.4 

36.9 

1988 

174 

33.5 

1989 

14.3 

43 6 

Source. 

As in Table 1 


Table 5: Estimaied Number of RE:ciSTFREn 


Unions in Two Staes 

Year 

Andhra Pradesh 

West Bengal 

1977 

_ 

7107 

1978 

1905 

7107 

1979 

1905 

7107 

1980 

1905 

7107 

1981 

1905 

7107 

1982 

1905 

7443 

1983 

1905 

7443 

1984 

2838 

7443 

1985 

2838 

7443 

1986 

2838 

7443 

1987 

3615 

744.3 

1988 

.3615 

8965 

Source. 

ILYB (latest being 1991). 


Table 3: Trade Unions by States and Union Terhiioriis, 1975' 


Statc/Union Territory 

(1) 

No of 
Regi.stcred 
Unions 
(2) 

No of Unions 
Submitting 
Returns 
(3) 

Membership of 
Unions in Col 3 
(OOO's) 

(4) 

Response 

Rate 

(Per Cent) 

(-5) 

Andhra Pradesh 

1908 

566 

354 

29.7 

Assam 

188 

53 

3.3 

28.2 

Bihar 

109.3 

696 

808 

63.7 

Gujarat 

758 

333 

289 

43.9 

Haryana 

371 

184 

t)8 

49.6 

Himachal Pradesh 

124 

56 

41 

45.2 

Karnataka 

947 

636 

370 

67.2 

Kerala 

4446 

834 

.308 

18.8 

Madhya Pradesh 

771 

288 

161 

37.4 

Maharashtra 

3504 

1429 

1581 

40.8 

Manipur 

38 

28 

6 

73.7 

Nagaland 

3 

3 

1 

100.0 

Urissa 

420 

30 

35 

7.1 

Punjab 

676 

447 

204 

66.1 

Rajasthan 

1098 

363 

187 

33.1 

Tamil Nadu 

2335 

1639 

729 

70.1 

Tripura 

43 

21 

7 

48.8 

Uttar Pradesh 

1737 

1486 

647 

85.5 

West Bengal 

7107 

468 

227 

6.8 

Union Territories 

1267 

571 

445 

45.1 

All India 

28834 

10158 

6493 

35.1 


Notes: (a) Data relates to workers' unions only. 

(b) Of the five UTs, Delhi is the significant centre of unionism: the lespeciive figures fur a 
are; 993. 396, 391, 39.9. 


by amending the Trade Unions Act to make 
registration compulsory, as has been suggested 
elsewhere [Shyam Sundar 1993:219]. 

2 Not even informed guesswork about this .sector 
exists. Queries of interest are; why don't non- 
regisiered unions get registered? In which 
industries or regions are they found to be 
significantly present? What is the nature of 
their relations with registered unions? What is 
the political content of the non-regisiered union 


sector? Is the existence c; such unions 
recognised by employers or government 
agencies? Established unionists could be well 
placed- to help draw a profile of ihis sector. 

3 Commentators interpret the act of submission 
of returns by registered unions as a reflection 
of their capacity (administrative resources) 
IBhattacharjee and Chaudhuri 1994b, John 
1967) and their legal responsibility (Johri 1967). 
In fact Johri treats submission of returns a.s the 


'core' of the union movement in India (ibid). 
These unions, according to Bhattacharjee and 
Chaudhuri (1994b), “approximate the tradi¬ 
tional party-affiliated, centralised unions" 
(p 69). Indeed, the di*cline in the respon.se rates 
IS seen as part evidence of decline, even stag¬ 
nation, of such Unions. It is arguable that 
traditional party-affiliated unions ore belter 
equipped with administrative resources and 
more alive to legal responsibilities than the new 
plant-specific non-affiliatcd unions. But the 
argument cannot be pressed. It cannot, for 
example, explain the poor response rate of 
unions in West Bengal. 

4 Bhaltachaijcc and Cliaudhuri (1994b) have 
u.scd for 1980 and 1982 the 'old' method of 
calculating resiionse rates - that is the number 
of unions submitting returns as a proportion 
of the number of registered unions including 
estimates for stales that have not furnished 
returns. The figures of response rates derived 
by this mcthoii work out lower than those 
calculated by the new method (Table 4). 

In their earlier paper Bhallachurjee and 
Chaudhuri (1994a), have u.scd response rules 
to capture the shifts in union struciiirc. If they 
have used the old method of calculating response 
rates for the period 1976-86 also, that would 
rai.se questions about the validity of iheiV 
findings. It, as it appears, the non-reportage 
union data is due mainly to lapses by the 
administrative apparatuses of states appears, 
the response rales are not a commentary on the 
nature of unions. .Secondly, the bureau's 'new' 
method of calculating response rate is more 
rcali.slic and indicates ^ller activity or inactivity 
on the part of unions. 

5 The problenjs relating to verification of member¬ 

ship arc a separate issue. Controversy over the 
'correcincss' of verified membership is old hat 
(.sec Venkata Ratnam 1996. Industrial Kelalions 
Newsletters). As noted elsewhere, the labour 
bureau leniains unshaken in its recognilion of 
central federations for data purposes despite 
altered union scenes (Shyam Sundar 1993 218|. 
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Asia’s Women Leaders and Dynastic 
Charisma 

Robi Chakravorti 

While dynastic charisma is a factor in the rise of many women 
leaders, in the case of Sonia Gandhi it is being cleverly articulated in 
her favour in India's current political vacuum. 


THE emergence of Sonia Gandhi as a 
leading politician raises some interesting 
questions about contemporary politics and 
the complex value system and rhetoric 
influencing it. If we look at the recent 
emergence of many leading female politi¬ 
cal figures on a global scale, Asia occupies 
a special place. Several women leaders 
have recently emerged in the political field 
in Asia. If we consider the removal of 
gender di.scrimination as a ruling factor in 
improving political ideology and perfor¬ 
mance, many Asian intellectuals and 
political analysts may applaud this 
development comparing it with western 
countries. Margaret Thatcher was the first 
woman prime minister in the UK, but the 
US is still waiting fora woman president. 
Elizabeth Dole, wife of senator Bob Dole 
is running lor primaries in the presidential 
contest, but the chances of her even 
winning primaries for the presidential 
contest arc dubious. It is interesting to add 
in this context that two European coun¬ 
tries recently elected women as president 
for the first time - one is Switzerland, an 
old democracy in Europe, the other Latvia, 
a tiny ex-Soviet state. Latvia's elected 
female president, Vaira Vikefreiberga, 
lived abroad for 55 years, returning to 
Latvia last year. She was a psychology 
prorc.i.sor in Canada, and speaks six lan¬ 
guages. 

Sonia Gandhi in a recent speech stressed 
the factor of gender discrimination as the 
.source of the criticisms levelled against 
her. In a speech addressed to the AICC 
delegates on May 25, she said: “No longer 
shall we toicrate the negative forces which 
seek to target the dignity of a woman 
through calumny and falsehood." 

This is a questionable statement. Criti¬ 
cisms about her emergence in the political 
arena after the assassination of her hus¬ 
band are nut based on gender discrimina¬ 
tion although some Hindu fundamental¬ 
ists may nurture this attitude in their criti¬ 
cisms. Her mother-in-law was a promi¬ 
nent political leader. Her foreign-bom 
status is presented as a negative factor 
for her political standing. Her opponents 


will exploit this factor while her support¬ 
ers will stress her association with the 
Nehru family conferring on her the current 
status as a leader of the Congress Party. 
She did not, one may counter-argue, earn 
It through extensive political activities in 
the past. 

Criticism of Sonia Gandhi’s foreign- 
born status and her dynasty-based claim 
of representing Congress Party’s ideology 
can be seen as a cover for a more funda¬ 
mental question: the real credential of her 
qualification as a political leader other 
than her dynastic connection to a famous 
family. 

When we look at the recent emergence 
of women leaders in Asia we find that the 
influence they exercised on the public 
mind was partly related to connections 
with their fathers and husbands who were 
victimised by opposing forces. Sri Lanka 
president Chandrika Bandaranaike 
Kumaratunge's and Bangladesh prime 
minister Sheikh Hasina Wajed's fathers 
were as.sassinatcd, Benazir Bhutto’s fa¬ 
ther was executed by the military. Sonia 
Gandhi like Corazon Aquino of the Phil¬ 
ippines belongs to the group who.se hus¬ 
bands were assassinated. Burmese oppo¬ 
sition leader, Aung San Suu Kyi, under 
hou.se ancst from 1989 to 1995 fighting 
the army dictatorship in Burma is the 
daughter of the slain General Aung San. 
The father of Megawati Sukarnoputri of 
Indonesia, now emerging as a political 
leader, is the daughter of Sukarno, con¬ 
sidered to be a k ind of foundi ng father who 
was forcibily dislodged from power by 
Suharto. 

The political history and culture of the 
countries where these female leaders 
emerged differ. Lifestyle and suffering 
levels of the female leaders arc al.so dif¬ 
ferent. But, at the same time, one can argue 
that part of their appeal on the popular 
mind stems from the inherited aura of 
connection with famous, powerful rela¬ 
tives and the sufferings they underwent. 
One can describe this phenomenon as 
dynastic charisma. 

The concept of charisma was coined by 


sociologist Max Weber. He distinguished 
three types of legitimacy and authority - 
legal-rational, traditional and charismatic. 
Legal-rational relates to modem society, 
traditional to pre-modem society, charis¬ 
matic rests on leaders claiming extraordi¬ 
nary powers and qualities which do not 
belong to an ordinary person. 

The Weberian concept of charisma was 
used as an ideal-type separate from mod¬ 
em legal-rational mode and pre-modern 
traditional mode. These three types of 
authority systems can be mixed and in¬ 
terdependent. Lewis Coser in his Masters 
of Sociological Thought points this out by 
citing the case of Hitler whose domination 
was based on his charisma, but it was 
supported by legal-rational authority of 
German law and institutions and refer¬ 
ences to Germanic Volk tradition forming 
a major element of bis ideology of national 
.socialism. 

This is an impoitant point to remember 
when studying the application of charisma 
in the modem context using traditional 
values such as family relationship and 
legal-rational instruments like electoral 
campaign set-ups and modem methods of 
communication. In the American context, 
the publicity building up thcfamily-ccntred 
charisma around the Kennedy family is a 
recent example of stressing traditional 
family folklore and using modern modes 
of publicity. In the US when political 
campaigns arc conducted, campaign ad¬ 
visory experts u.se modem media tech¬ 
niques to project charismatic images of 
the presidential candidates. Ronald 
Reagan’s victory in the presidential elec¬ 
tion is an example of how modern legal- 
rational methods can be used to build up 
an appealing aura around the candidate. 
Several books were published describing 
how Ronald Reagan performed better than 
his rivals before television cameras through 
competent training by experts. Under such 
conditions, grass roots level of politics is 
unlikely to succeed unless a serious crisis 
occurs. Onetime governor of California, 
Jerry Brown who lived a simple life and 
tried to fight the presidential election by 
leading a grass roots style campaign as- 
.sociating with common people and using 
limited and explicit amount of campaign 
contribution failed miserably. 

One can argue that this type of media- 
manipulated attempts to build celebrity- 
based charisma may have limited impact 
in the sense that they become routinised. 
One can describe it as a process of 
celcbrification in politics, conferring an 
aura of virtues which are not necessarily 
earned. Charisma in the Weberian sense. 
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however, may occasionally emerge in the 
political arena amidst crisis. Long-time 
exile Ayatolla Khomeini’s emergence in 
Iran as political icon leading to the over¬ 
throw of Shah’s regime is such an ex¬ 
ample. At the .same time, it cannot be 
separated from folk tradition such as 
Islamic values. 

While Sonia Gandhi’s emergence as a 
political leader can be characterised as an 
illustration of media-manipulated use of 
dynastic charisma, compared to other 
female leaders in Asia, her performance 
and achievements up to now have been 
insignificant. The hardships that .some of 
the female leaders suffered are also dif¬ 
ferent. Benazir Bhutto and Megawati led 
.sheltered lives while Aung San Snu Kyi 
has suffered. Chandrika Bandaranaikc 
Kumaratunge of Sri Lanka is facing well- 
established terroristic Tamil movement 
which constantly threatens her life like her 
lathei’s. Another point of difference be¬ 
tween Sonia Gandhi and other female 
leaders is the generational claim of power 
on the basis of family relationship. She 
IS the third generation and fourth person 
in succession in the Nehru family claim¬ 
ing political status and power. On the 
other hand, two acts of assassination had 
hit the family triggering off widespread 
public sympathy. 

Janet Jagan is the wife of Cheddi Jagan, 
prominent leader of Guyana of Indian 
descent, who suffered a great deal includ¬ 
ing imprisonment and hara.ssment. I inter¬ 
viewed him in the prc.sence of Janet in 
1968 during Indira Gandhi’s visit to 
Guyana. Janet is white American. They 
were married in America during Cheddi 
Jagan’s visit to America as a student. 
Cheddi Jagan is dead. Janet Jagan became 
president of Guyana last year. 

Before coming to power, she along with 
her husband underwent a long period of 
struggle and political experience. Lasi year 
Manchester Guardian published a long 
article on Janet Jagan written by Pauline 
Melville. Janet Jagan was asked if there 
is a parallel between herself and Sonia 
Gandhi in terms of dynastic politics. 
“Absolutely not”, she replied, “I have had 
a long political career of my own.” 

This is true. Unlike Sonia Gandhi, Janet 
Jagan had played numerous active politi¬ 
cal roles which her husband, Cheddi Jagan 
summarised in a short sentence in his book 
The Weston Trial; My Fight For Guyana's 
Freedom - ‘‘At one and the same time, she 
combined three jobs - housewife, party 
secretary and minister.” She had held 
mi nisterial portfol io.s of labour, health and 
housing. She was, also, named deputy 


speaker once. Compared to her, Sonia 
Gandhi’s role until after her husband’s 
assassination was basically that of a house¬ 
wife of a prominent politician. 

Janet Jagan also faced prote.st move¬ 
ments against her political status. Its nature 
and history are, however, different. It is 
influenced by the ethnic conflict and ri¬ 
valry between Guyanese of Indian and 
African dc.scent which were accelerated 
by a long history of economic and political 
divisions developed in the context of 


Britain’s policies in its only colony in 
South America. 

This article is not meant as criticism of 
Sonia Gandhi. It points out the limitations 
of her real credentials for claiming supe¬ 
rior power in politics. In spite of these 
limitations Sonia Gandhi may continue to 
derive support considering the leadership 
vacuum in contempitrary Indian politics 
and the emergence of Hindu fundamen¬ 
talism which threatens the secular, liberal 
and .socialist trends. 


MALAYSIA 

Ninth General Elections 
Limited Challenge of an Alternative 

Vejai Balasubramaniani 


With Party Islam Malaysia and Parti Keadilan, separately targeting 
Malay votes, and Democratic Action Party aiming for non-Malay 
votes, the resultant split in opposition vote will enable the ruling 
coalition of 13 parties led by Mahathir's UMNO to sail through the 
forthcoming general election despite some receju political hiccups. 


JALUR GLMILANU’s successful solo 
circumnavigation ot the earth helped rai.se 
national prestige hut not enough for the 
national political elite to call for early 
general elections. The term of the pre.sent 
government expires in May 2000. How¬ 
ever, prime minister Mahathir Mohamad 
reminded citizens and all concerned with 
the country’s affairs of his intention not 
“to please certain quarters” putting a 
damper on those eager to as.scss his 
government’s popularity. The economic 
and political problems resulting from the 
Asian financial crisis has posed a test for 
Mahathir’s leadership. But this is not the 
first time his administration finds itself 
facing an important political challenge. 

The first formidable challenge look place 
in 1990 when Tengku Razaleigh Hamzah 
(popularly known as 'Ku Li’) jostled un¬ 
successfully to replace Mahathir as presi¬ 
dent of the United Malays National 
Organisation (UMNO), the leading mem¬ 
ber of the ruling ‘Barisan Na.sionar (BN, 
National Front-a coalition of 13 political 
parties). This challenge which culminated 
in a split in UMNO as supporters of Ku 
Li left the party to form ‘Semangat 46’ 
(The Spirit of 1946), saw both parties 
competing for Malay political support in 
the 1990 general elections. 

Although UMNO managed to remain 
the more attractive of the two, the cam¬ 


paign WHS bitter with both, particularly 
UMNO, packaging themselves as 
protecters of Malay interests. Semangat’s 
supporters tend to be overwhelmingly 
concentrated in northern state of Kclantan. 
from where Ku Li hails. Followingacight- 
year stint in the opposition .SciTiangut was 
dissolved and its supporters including Ku 
Li joined UMNO “in the interest of Malay 
unity”. 

This ‘unity’ which appears to be threat¬ 
ened following the sacking of Anwar 
Ibrahim as deputy president of UMNO in 
September 1997 has also created a vacuum 
of sorts which Ku Li, among others, hope 
to fill. But, while the basis of the 1990 
challenge was political, directed against 
the alleged authoritarian and Machiavel¬ 
lian style of Mahathir, that of the present 
can be attributed to the economic reces¬ 
sion which set in late 1997 and is readily 
the ‘deepc.st’ since independence. 

But while it is unlikely that ihc oppo 
.sition will be able to unseat the BN from 
power, it could nevertheless lead to an 
eroding of the coalition’s majority in the 
‘Dewan Rakyat’ (the lower house of 
parliament); and concern over this among 
other things has caused the government 
to embark on a campaign to rebuild its 
image. At issue here is the possible weak¬ 
ening of UMNO’selectoral support among 
the Malays as its claim as protecter of 
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Malay interests appears to be challenged. 

Since the May 1969 racial riots, the tacit 
function of .successive government’s (and 
they have all been UMNO-led govern¬ 
ments) had as their objective the .socio¬ 
economic advancement of the Malays. 
Officially formulated as the new economic 
policy (NEP), Malays were accorded 
preferential treatment in government 
employment, education, and in the 
economy. In three decades, the NEP has 
helped expand the ranks of the middle 
class and the Malay composition in it, as 
well as create a national bourgeoisie with 
close links with the government. 

Following the drastic reduction in the 
value of the ringgit against the greenback 
as a result of Asian fmancial crisis in 
September 1997, share prices of compa¬ 
nies listed in the KLSE plunged resulting 
in many of them unable to service their 
loans. The effort to ‘rescue’ some of these 
corporations by the government through 
the National ^onomic Action Council 
(NEAC), via, ‘Danamodal’ and ‘Danaharta’ 
was percci ved as saving businesses closely 
linked to the Mahathir administration. The 
prime minister, on the other hand, 
rationali.scd the policy to save Jobs, tax 
revenue, leviving the economy and pro¬ 
tecting Malaysian-owned companies. 

In this respect, the opposition by Anwar 
Ibrahim, the vice-president of UMNO and 
Mahathir’s heir apparent, is noteworthy 
As finance minister, his role in the dis¬ 
bursement of funds under the rescue 
package is critical, inclined as he was 
towards the language of IMF which propa¬ 
gates transparency, eff^ciency and account¬ 
ability among other things. In this light, 
his sacking from the cabinet and UMNO 
supreme council on September 2, amidst 
charges of sexual misconduct, corruption 
and abuse of power (by using his office 
to cover up the former) infuriated his 
supporters and those sympathetic to the 
dream of an ‘Asian Renaissance’ - what¬ 
ever that may mean. 

Taking to the streets. Kuala Lumpur, 
with scenes comparable (all but in mag¬ 
nitude) to those in Jakarta which culmi¬ 
nated in the transferof power from Suharto 
to Habibie, became the foci of protests by 
Anwar’s supporters in the party and stu¬ 
dents. Students in the public universities 
and institutions of higher education in the 
main had their political voice circum¬ 
scribed by theuni versities and colleges act 
as reflected by their loose organisations. 
In this context, it became possible for the 
better organised Party Islam Malaysia 
(PAS) to play a leading role in the demand 
for greater political space. 


The PAS, which is well known for its 
opposition to the federal government’s 
moderni.sation policies which it sees as 
contributing to decadence, materialism, 
westernisation, and religious values, has 
support base mainly confined to the north¬ 
ern states of Perlis, Kelantan and 
Trengganu. In order to make any signifi¬ 
cant change in policies at the national 
level it is imperative the party win more 
seats at the federal level, and it is in this 
context that the party rallied behind sup¬ 
porters of Anwar now urging for greater 
liberalisation, democracy and accountabil¬ 
ity. 

This notwithstanding, the party how¬ 
ever has not been able to realise its aim 
of leading the opposition. This stems from 
the fact that its mure ‘traditional’ interpre¬ 
tation of Islam and plans to introduce the 
‘hiidud’ is not shared by all Muslims, 
particularly tho.se in the more modern 
western Malay suites. Herein lies the reason 
fortheformation of‘Parti Keadilan‘ under 
the leadership of the wife of Anwar 
Ibrahim, Datin Wan Azizah, by Anwar’s 
supporters in UMNO. 

For the exigencies of the ‘coming’ elec¬ 
tions, both PAS and Keadilan appear to 
be working together though the nature of 
the political arrangement is quite unclear. 
Joining Keadilan and PAS in the oppo¬ 
sition front is the Democratic Action Party 
(DAP). While the former parties intended 
to appeal to the Malay population, the 
DAP, on the other hand, hopes to garner 
the support of the non-Malays resorting 
to its staple such as citizenship rights and 
equality. The objective of this opposition 
combine is to deny the BN the two-thirds 
majority in parliament thus weakening its 
legislative capability. Yet, the means by 
which opposition have gone about achiev¬ 
ing this end has only contributed to greater 
polarisation. 

In the attempt to win Malay support, 
PAS and Keadilan have sought to package 
themselves as alternatives to UMNO. The 
absence of a clear working arrangement 
would also result in their vying to contest 
in the same constituencies, splitting votes 
and if anything contributing to the victory 
of BN ca ndidates. The attempt to appeal 
to voters in Sabah for example too has 
seen Keadilan raising regional sentiments. 
DAP, on the other hand, seeks to package 
itself as spokesperson of the non-Malays 
and here the party seeks to strengthen its 
appeal principally among ethnic Chinese 
voters. While it cannot be denied that 
regional and ethnic based issues still give 
rise for concern, they have to be 
contextualised in wider economic and 


political issues affecting the country. 

The recently concluded elections in the 
east Malaysian state of Sabah, where 
UMNO had won in all the constituencies 
it contested, saw the defeat of the Sabah 
centred Party Bersatu Sabah (PBS, Sabah 
United Party) and victory of the state BN. 
Taking this as a barometer of its popular¬ 
ity, the national political elite attributed 
the street demonstration in Kuala Lumpur 
against them as the handiwork of ‘fringe 
elements’, sparking among other things a 
national ‘intellectual’ debate on the ‘poor’ 
academic performance of‘Malay’ students. 
To manage student political conscious¬ 
ness, by bringing them back to the class¬ 
room, as it were, the government’s hand 
was strengthened by its control of scholar¬ 
ships and grants. 

While the extent to which this has helped 
to stabilise politics is uncertain. But the 
government’s handling of the economic 
recession, particularly its policy of fixing 
the rate of exchange between the ringgit 
and the US dollar and the Keynesian type 
economic policy adopted in 1998, have 
won it kudos and appear to have stabilised 
economy. Though the strategy of not to 
seek funds from the International Mon¬ 
etary Fund have placed the national po¬ 
litical elite in good stead in determining 
economic policy, it will nevertheless at 
some point have to come to terms with 
the demands of globalisation. In fact, this 
^an already discerned in measures to reform 
the country’s financial institutions and in 
policies relating to the Kuala Lumpur stock 
exchange. 

Complimenting the above is the role of 
radio, television and the mainstream media 
which by and large are pro-cstabli.shment 
to present Malaysia as a sea of calm. 
Images and reports of turmoil and images 
of ethnic and religious strike in the former 
Yugoslavia, Turkey and Indonesia, help 
drive home the message of ethnic co¬ 
operation. 

In this respect the, BN government in 
general and the Mahathir administration 
in particular, is able to package itself as 
working towards unity and political and 
economic stability. This fact together with 
the absence of a charismatic leader in the 
opposition contrasts the present struggle 
with that of 1990. Yet, while all these is 
expected to augur well for the BN, the 
opposition’s claim of releasing secret files 
implicating Malay leaders in the govern¬ 
ment for corruption will undoubtedly affect 
UMNO’s attractiveness. The extent to 
which this will influence the BN’s major¬ 
ity in parliament, however, remains to be 
seen. 
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PERSPECTIVES 


Globalisation: A Stock-Taking 

Manu ShrofF 


The implications of globalisation for national and international 
policies are far-reaching and we need to refine our understanding of . 
them. It is time to take stock of developments on the ground as also 
in the thinking about them. 


I PROPOSE to define globalisation, 
describe its origins and scope, and assess 
its benefits. I shall then go on to deal with 
some of the doubts and misgivings about 
globalisation. The underlying theme of 
my remarks is that globalisation is only 
a process and not an objective. The latter 
has to be defined, somewhat ambitiously, 
as a global economic and political order. 
The implications of this for national and 
international policies are far-rcaching and 
we need to refine our understanding of 
them. The issues are wider than economics 
and embrace social, political and cultural 
aspects as well. I shall only touch on .some 
of these, concentrating on matters 
economic. 

Gu)BAI.ISAnQN AS A PROCESS 

It is important first of all to recognise 
that when we talk about globalisation, we 
refer to a process and not a state of being. 
It is a move or a series of moves towards 
what may be described as a global 
economy. The world is moving towards 
it but is not there yet. The moves are not 
merely to be understood as con.scious 
efforts by individuals, businesses or 
governments. These are often responses 
to impersonal forces of markets and 
technology rather than originators of what 
is best seen as a move away from national 
economies interacting with each other in 
a variety of ways, towardsa fully integrated 
world economy. It is somewhat ironical 
that while it is not difficult to define the 
elements of the process of globalisation 
(and they keep surfacing in the several 
discussions of the subject), a clear vision 
of what one means by a 'global economy’ 
does not exist. Since globalisation is 
presumably a process of moving away 
f^rom something that is less desirable to 
a goal which is more satisfactory, it is best 
for me to start with our disappointments 
before coming to our aspirations. 

Nineteenth century capitalism is often 
referred to as the nearest we have to a 
global economy. Not just capital but labour 


too was mobile, international trade was 
free, national economies were kept in kilter 
by the operation of the gold standard. The 
prevalence of free markets and a relatively 
unfetteredprice mechanism helpedachievc 
efHcient allocation of world resources. 
While politically, nation states retained 
full sovereignty, they consciously or 
implicitly accepted rules of the game 
which abridged their sovereignty in the 
larger interests of the global economy. 
There were deficiencies of the system in 
practice, but the idealised picture of it has 
endured. 

We, of course, abstract from the fact that 
the world as it was then compri.scd mainly 
Europe and America. The colonies of the 
imperial powers were joined to the world 
economy less by market forces than by the 
fiat of the imperial governments. But 
allowing for this very major exception, the 
nineteenth century model may be 
considered to have .several advantages over 
what followed after the First world war. 
That as we know was the assertion of 
economic nationalism even when it tended 
to hurt the world economy or even the 
limited national interestsof someamntries. 
The collapse of the gold standard, the 
Great Depression and the pursuit of beggar- 
my-neighbour policies in the form of trade 
restrictions and competitive exchange rate 
depreciations, ail these werede-globalising 
trends, so to say, and it took the second 
world war and more than a quarter of a 
century thereafter for a reversal of the 
trends, propelled by technological change 
and the information revolution. 

Theory followed events. The Keynesian 
revolution underpinned the role of the 
state in correcting the deficient outcomes 
of the free-play of market forces and 
asserted the autonomy of national 
economic policies. It provided a powerful 
theoretical argument for what may now 
appear as anti-globalisation policies. It 
may sound ironical that Keynes who had 
an international outlook and was a key 
figure in the fashioning of the post-war 


multilateral institutions was nevertheless 
a nationalist First. 

The second world war inevitably gave 
impetus to fairly extensive intervention by 
the state in economic life, and following 
Keynes, post-war economies in industrial 
countries, beginning with Britain, were 
guided by the objective of full employment 
to be attained by active demand manage¬ 
ment policies by governments. True, there 
was also emergehce of international eco¬ 
nomic co-operation, the principle of multi¬ 
lateralism and the most-favoured nation 
treatment in trade and so on. The IMF, the 
World Bank and the GATT became the 
guardians of multilateralism. Neverthe¬ 
less, the underlying philosophy was still 
one of nation states negotiating with one 
another. I recall that even in the early 
Fifties, Karl Manning at the LSE made a 
distinction between international order 
and a world order. In the immediate post¬ 
war years, we saw efforts to establish an 
international economic order; but not yet 
a world economic regime. I like to think 
that what we call globalisation is a pnicess 
of moving dway from the ‘international’ 
economic order to what might be called 
a ‘global’ economic (and political) order. 
And it shall be my endeavour to define 
this global order and consider the impact 
of movement towards it on national wel¬ 
fare keeping in mind the different circum¬ 
stances in which nations of the world are 
placed. 

Quite early in the second half of the 2()th 
century, the problems of developing 
countries (the so-called third world) came 
to be diff^eientiated from tho.se of the 
industrial nations. A whole corpus of 
theories sought to define and deal with 
development issues. Development 
economics came to be seen as a separate 
and distinct branch of economics. Most 
developing countries followed a model of 
development in which the state played an 
active role and some of them also chose 
policies which resulted in closing their 
economics to the rest of the world. But 
experience over the years and the succes¬ 
ses of others who chose to keep their 
doors open persuaded them to change 
track and move towards greater open¬ 
ness. Technological change, the inform¬ 
ation revolution and the dramatic 
change in the global political environ¬ 
ment following the collapse of the Soviet 
Union contributed in greater or smaller 
measure to the progressive integration of 
the world economy in the decade of the 
nineties. 
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It is in this background that a few 
questions arise. One, is the globalisation 
process driven by markets and technology 
or is it the result of conscious decisions 
of the countries of the world? Two, does 
it involve integration of the markets 
for products, some services and capital 
alone or are other factors of production 
also part of the process - in particular, 
skilled and unskilled labour? To the extent 
that there are strong elements of mono¬ 
poly and monopsony in some of the 
markets, what can he done to capture the 
benefits of globalisation equitably for 
all nations? Does globalisation affect 
only economic life or is it pervading 
political and cultural spheres as well and 
with what consequences? In short, the 
questions are about the forces governing 
globalisation, its scope and the nature and 
spread of its benefits. Finally, we also 
need to visualise the kind of global order 
to which the process of globalisation is 
leading. 

Origin and Scope 

Origin: Globalisation has not suddenly 
descended on the world. It is part of a 
process of progressive integration of the 
world economy through falling barriers to 
trade and exchange and greater mobility 
of capital. But in the last decade or so these 
forces have got a tremendous impetus from 
the massive changes in communication 
and information technology. Manu¬ 
facturing has also undergone a revolu¬ 
tionary change: the importance of tradi¬ 
tional raw materials emanating from 
developing countries has declined and that 
of knowledge-hased services greatly 
increased. Design, for instance, is more 
important in the manufacture of an 
automobile than materials. Similarly in 
garments and electronic goods The share 
of manufacturing in the GNP has declined 
in most countries and that of the services 
sector has gone up. In part, this reflects 
also the enormous growth of financial 
services; but mainly it is the consequence 
of the spectacular advances in 
computerisation and the associated 
software. 

These developments have also changed 
the nature of world trade. Gone are the 
days when industrial countries imported 
raw materials from the developing nations 
and returned manufactured goods to them. 
The pre.sent-day multinationals choose to 
locate their plants nearer the sources of 
cheap materials or labour or markets, nut 
nationally but globally. A manufacturing 
corporation will have plants located in 
different parts of the world making 
components for the product it makes and. 


increasingly, parts and components even 
for its competitors’ products. A growing 
proportion of international trade comprises 
trade between different bruiches and 
subsidiaries of multinationals. It is no 
longer possible to identify the origin of 
a product by the place of its final manu¬ 
facture. Thus a Japanese car may be made 
in the UK, but it is still Japanese because 
of the brand name of the corporation 
which co-ordinates the entire enterprise. 
The play of market forces has led to 
efficiency in the manufacturing process, 
in location, de.sign and marketing. Techno¬ 
logy has been a prime mover in this 
development, but the freedom of market 
has been even more important. 

A good example of how freedom from 
regulation can bring about unexpected 
development of new products and msffkets 
is provided by the emergence of the 
Eurodollar market in the late sixties and 
early seventies. Initially. Eurodollar 
deposits in the po.st-war period originated 
with the USSR wanting to hold dollars 
which were not subject to the US 
government controls. (Their dollar 
holdings had been impounded during the 
war.) But the big push in the Eurodollar 
deposits came following the Regulation Q 
of the Federal Reserve System in the US 
which put a ceiling on bank deposit interest 
rates. One domestic consequence of this 
was that the banks competed among 
themselves by offering attractive gifts to 
attract deposits. But internationally, dollar 
deposits moved offshore to London and 
other European centres in search of better 
rates. The US interest equalisation tax and 
controls on bank lending abroad as well 
as foreign investments added to the 
attractiveness of the Eurodollar market. 
The market expanded at a phenomenal 
rale in the unregulated environment abroad 
and although the original causes - the 
Regulation Q and exchange controls - 
were later removed, the offshore market 
continued to grow, as Milton Friedman 
has so lucidly explained (‘Eurodollar 
Msu-ket: Some First Principles’. Morgen 
Guaranty Survey, October 1969), through 
the mechanism of credit creation. 1 refer 
to this onlv as an illustration of the potency 
of freely functioning markets. No one 
regrets the consequent enormous growth 
in international liquidity in the seventies 
and eighties which, aided by the com¬ 
munication revolution and the freedom of 
exchange rates, met the expanding needs 
of the growing international trade. It is 
only when freedom led to excesses (e g, 
over-trading by a fund manager of Baring 
Brothers leading to a major crisis for the 
bank or more recently, but for different 


reasons, the Asian financial upheaval), 
that doubts began to arise and the need 
fur regulation, nor national but inter¬ 
national. began to be felt. But of this a 
little later. 

I believe that market forces and 
technological change have been far more 
important in the process of globalisation 
than conscious decisions of governments. 
There has been no UN resolution on the 
need for globalisation! True, the opening 
up of trade has been a matter of bilateral 
and multilateral negotiations. Similarly 
restraints on capital movements have been 
sought to be removed by inter¬ 
governmental efforts. Also, the movement 
towards an integrated Europe has been 
inspired by governmental vision and 
efforts. But more often than not, official 
action has sprung from the pressure of 
market forces and technological change. 
Globalisation has occurred despite 
governments and sometimes in the face 
of active contrary actions of governments. 
It is a force by itself, difficult to regulate 
or control. 

Scope: As of now, the scope for global¬ 
isation does not go beyond the maricets for 
products and .some services and the market 
for capital. When it comes to labour, 
however, the forces of globalisation are 
not allowed free play, and conscious and 
explicit state intervention prevents the 
emergence of a global market for labour. 
There are many reasons for this. Labour 
iS4iot just a factor of production. It is also 
the recipient of the economic, political 
and cultural benefits of being part of a 
society. Social habits and customs differ; 
and so does the colour of the skin. It is 
not easy for any society to overcome age- 
old prejudices. The most important reatson 
impeding freer movement of labour, 
however, is the desire on the part of the 
rich countries to preserve their standard 
of living which breeds restrictions on 
immigration - a very shortsighted policy. 
In theory, one could argue that free trade 
in products should bring about an 
equalisation of prices of products as well 
as factors of production. The famous factor- 
price equalisation theorem asserted this - 
of course, like all such theorems, under 
assumptions which do not obtain in 
practice. No wonderthat despite fineertrade, 
factor prices have not tended to equalise 
across nations. It was believed free trade 
in goods would in general suffice and 
there was no need f(v fieedomof movement 
of factors of production. Ironically, 
however, this applied only to labour. Freer 
international mobility of capital became 
an article of faith with most free market 
economies and economists since the 
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seventies until the Asian crisis which has 
brought some rethinking. 

Mobility of capital has been a major 
element in the globalisation process. But 
the failure of the world community to 
recognise the benefits to the world 
economy of freer movement of skilled and 
unskilled labour is one of the patent 
contradictions of globalisation. In all 
probability, secular economic growth in 
some of the industriali.sed countries 
themselves could be stepped up if they 
could enjoy greater elasticity in the supply 
of labour. Even so, immigration restrictions 
have continued, reflecting the cultural 
divide among nations and the play of 
tradition, not to speak of the pressure 
of organised trade unions, a potent mono¬ 
polistic force in the way of globalisation. 
In multilateral trade negotiation, the 
developed countries have pressed for 
inclusion of services, but what they have 
in mind are enterprises providing services, 
such as banking or insurance or hotelling, 
but not the services of skilled or unskilled 
labour as such. This dichotomy in their 
position cannot be sustained for long if 
the benefits of globalisation are to be 
maximised and to accrue equitably across 
the globe. 

Benefits: The Indian Expekienc'e 

There can be little dispute that global¬ 
isation promotes competitive efficiency in 
general. As the area of competition 
expands, the efficiency gains increase. 
Enterprises in developing countries, many 
of which have grown under heavy 
protection, may find the going though in 
the initial phase of globalisation, but as 
time goes by they begin to adjust, not 
without pain, but also with a prospect of 
future benefits. In India, globalisation has 
meant that corporations plan their strategics 
keeping in mind the global and not merely 
the domestic market, whether it is product 
design, choice of technology, means of 
finance oropportunitiesforcollaborations 
and strategic allliances. The benefits of 
these forcorporate growth, modernisation, 
consumer satisfaction and reduction in 
costs are beginning to be visible - eg, 
in the electronic and durable consumer 
goods sector - after nearly a decade of 
liberalisation. But there arc also limita- 
lions arising from the structure of markets 
and the prevalence of monopoly or 
monopsony. 

The so-called Bombay group has 
complained that multinationals with their 
global clout have an unfair advantage over 
Indian companies and are gradually taking 
over control of the joint ventures in which 
they have been paitners with a minority 


holding. The technological advantage of 
joint ventures is also getting eroded with 
foreign partners setting up new 100 per 
cent subsidiaries for the purpose of 
expansion based on new re.scarch and 
development, leaving the erstwhile Indian 
partners in the cold. In mergers and 
acquisitions loo the foreign investors have 
a financial and managerial edge. Is 
globalisation meant, it is being asked, to 
reduce Indian entrepreneurs to the position 
of minority shareholders or tradere? Is this 
the reward they get for assiduously building 
up Indian industry, even if it was under 
heavy protection? The questions are 
legitimate even if the answers which the 
protagonists of this v le w give arc not valid 
without substantial qualifications. In 
several instances of the so-called dc- 
Indianisation, it is the domestic partner 
who has taken the lead, lured by the 
attractive price at which the holding could 
be sold. Not all joint ventures have seen 
Indian partners active and prepared to take 
on their foreign collaborators whenever 
the interests of the latter are sought to be 
given precedence over those of the venture 
as a whole. (Incidentally, overseas com¬ 
panies taking over domestic enterprises is 
becoming a global phenomenon. In the 
US, for instance, one-third of all takeovers 
in the last few months was by foreign 
companies.) 

The demand for a level playing field is 
at bottom of an argument for state inter¬ 
vention. But once a foreign company has 
gained entry, it no longer remains foreign. 
It is governed by the .same laws and policies 
as Indian companies. State intervention 
can be justified when it can be established 
that the foreign enterprise (as, even an 
Indian entcrpri.se) enjoys monopolistic 
power which distorts the market, though 
size per se may not be a sufficient reason 
for intervention. More important is to 
remove distortions in pricing and other 
policies which operate to the detriment of 
the domestic producer. An example of the 
former is the often one-sided nature of the 
joint venture agreement which gives undue 
advanuge to the foreign investor, arising 
from the hold he has over technology or 
the market. An example of the latter is the 
compulsions of fiscal policy and foreign 
exchange management which cause the 
cost of capital for Indian enterprise to be 
higher than that for the foreigner. Against 
these must be weighed the innate advantage 
which the domestic industrialist has of 
operating in a known environment and 
being able, at least in a few cases, of 
influencing government decision in his 
favour. The multinational’s advantage of 
size is more apparent than real. Within its 


own confines, there is strong competition 
between different divisions or territorial 
branches for resources and it cannot be 
said that its Indian arm has unlimited access 
to parental resources of a kind as to give 
a substantial unfair advantage over the 
Indian rival. Of course, in a conflict 
situation the parental powercan be wielded. 
But this docs not happen too readily, as 
was demonstrated in the case of ITC. The 
picture of an all-powerful multinational 
out to raze Indian industry to the ground 
is clearly overdrawn. 

Nor is it true that multinationals have 
made inordinate profits and drained 
resources from India. Traditionally, they 
have reinvested their profits in business 
expansion, paitly as a result of exchange 
controls. But even in the freer regime, 
there is little evidence of net outflow of 
resources as a result of the operations of 
multinationals. Indeed, some of them 
have miscalculated market demand and 
suffered losses in the consumer giKxis 
sector. 

The policy implication of some of the 
doubts about globalisation to which 1 have 
just referred to is not that government 
should take measures to counter the free 
flow of foreign direct investment but that 
it mu.st give a breathing space for industry 
by carefully calibrating the progress 
towards full freedom for foreign invest¬ 
ment. This involves transparent guide¬ 
lines for takeovers, implicit or explicit 
governmental help in securing technology 
transfer and a whole host of refonns in 
the corporate sector aiming at good cor¬ 
porate governance. It is by asserting our 
strengths rather than harping on perceived 
weaknesses that industry should robu.stly 
face the challenge of globalisation. Also, 
a pragmatic approach is needed in pre¬ 
ference to doctrinaire pursuits in order to 
maximise the benefits for the Indian 
economy. 

The episode concerning the entry of 
Enron in the power sector provides a good 
illustration of this. I shall not recount the 
story of Enron as it is well known. But 
'he initial doubts were resolved through 
negotiations and the participation in equity 
by the MSEB ensured that some of the 
financial gains from the investment accrue 
to the public. The crisis was caused by 
doctrinaire politicking; it was resolved by 
assiduous negotiations with a pragmatic 
approach on the part of both sides. 1 am 
not saying that the controversy will not be 
reviv^ (one hopes not), but it is a signal 
fact that the benefits of the project have 
already begun to flow and Maharashtra, 
it is reported, is no longer a power deficit 
state. 
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It may be argued that while foreign 
direct investment is beneficial, freedom 
for portfolio investment tends to destabilise 
the economy. Here again a sense of 
proportion is needed. We can scarcely take 
advantage of the information and 
communication revolution if we shut 
ourselves from the financial markets of 
the world. Portfolio investments have 
resulted in a net positive inflow so far. 
There is little evidence that they have been 
a majorcause of such volatility as has been 
ob.scrved in the stock markets from time 
to time. Much of the institutional 
reform in the secondary markets, e g, de- 
materialisation of securities and speedier 
and more secure payment and settlement 
system was in all pmbability expedited by 
the Fn pressures. Ibe advantage that Indian 
companies have derived by being able to 
float issues in foreign markets has sprung 
from the policy of openness to capital 
flows from abroad. 

Globali.sation has the potential to bring 
a veritable revolution in communications 
in India. Imagine where we would be 
today if the telecom policy had not been 
caught in the web of confusion and narrow 
politicking! And the potential of the 
internet for greater productive efficiency, 
cost reduction and access to new ideas has 
yet to be exploited. (I do not wish to 
overstate the impact of computerisation 
on the growth in productivity. Recent 
studies of the IIS economy suggest that 
the impact is not significant since 
computerisation results mainly in the 
substitution of one form of capital by 
another. But the experience in a developing 
country may turn out to be different, for 
no other reason than that it may be an 
inducement for modernisation.) All in all, 
whether in the real sectors or the financial, 
globalisation is helpful to the Indian 
economy. It has been growth-oriented and 
has inspired technocrats to spawn vigorous 
new enterprises in fields such as software 
and consumer goods which are also 
employment intensive. 

Benefits ano Doubts: Globai. 

Experifnce 

Why is it then that doubts still persist? 
And not merely in India but, one should 
say, globally? The recent Human 
Development Report of the UNDP gives 
expression to some of these doubts. 
Basically, the issue is about equity. The 
report cites data to show that the benefits 
of globalisation have not spread evenly 
among the nations and within each countiy. 
It has tended to worsen inequalities of 
income. Newer kinds of inequalities have 
emerged, eg, between those who are 


‘connected* and those who arc left out of 
the web. (Incidentally, on this criterion, 
many of us will fall in the category of the 
deprived!) 

Greater connectedness also means faster 
transmission of ideas and skills, good and 
bad. Thus the spread of crime and terrorism 
or diseases or quicker transmission of 
economic recessions or financial volatility 
and global unrest generally are sought to 
be blamed on globalisation. There is also 
complaint that cultural invasion from 
abroad is a threat to the survival of national 
traditions and values. There is some 
substance in all this. But the report tends 
to overdraw the picture. For instance, it 
is simply not true that the cultural flow 
is all one way and that it represent an 
inva.sion. Similarly, new technologies may 
have given new wings to crime; but so has 
it to the policeman. Nevertheless, it is true 
that when one opens the windows one gets 
fresh air as well as insects and mosquitoes. 
The answer is not to shut the window, but 
maybe to put a screen or install an insect 
repellant. In other words, we must improve 
our understanding of the national and 
international policies needed to tackle the 
possible adverse impact of globalisation. 
Let me illustrate this by reference to the 
concerns about equity and financial 
stability. I shall begin with equity. 

Policies 

National Policies 

There is evidence that inequalities of 
income have increased in the richer 
countries and that poverty persists in the 
developing world. But it is not established 
that the.se are the consequences of greater 
market orientation or globalisation. At the 
national level, we have grappled with 
poverty removal ever since Independence 
and our experience suggests that rapid 
growth is a necessary condition for success. 
To the extent that globalisation, structural 
adjustment and economic reforms in 
general help the growth process they are 
also an essential adjunct to poverty 
removal. In this sense globalisation is not 
antithetical to reduction in the numbers of 
the poor or greater opportunities for the 
deprived. We have also learnt that selective 
state intervention is also necessary to 
directly deal with the problem. Over the 
years we have lapsed into a dualislic 
society. For some goods there is dual 
pricing, e g, the public distribution system. 
For others, there is in practice a seg¬ 
mentation of investments and facilities. 
The children of the poor go to municipal 
schools, those of the well-to-do choose 
private and missionary schools. State 


transport is largely for the poor; private 
buses, or the so-called luxury buses, for 
others, and so on. Similarly in health and 
education. The market system for the rich 
and the middle classes, public investment 
support for the poor. It is a messy sort of 
dualism, since public outlays are noto¬ 
riously inefricient and leaky; and there are 
distortions of priorities as well. No wonder 
such interventions have proved costly. 
What then is the answer? 

I would reiterate that nothing we try to 
do to remove poverty can succeed without 
rapid and efficient growth. A little more 
controversial proposition is that we must 
learn to live with some degree of inequality 
if that is necessary for the incentive 
.structure required for rapid growth. It 
follows that we .should do nothing to stop 
the globalisation process, but rather 
redesign the anti-poverty programmes to 
make them more effective than they have 
been so far. Better targeting and greater 
participation by the beneficiaries, directly 
or through well chosen NGOs are also 
required. Of prime importance is the 
literacy programmes. No countiy with a 
poor literacy has recorded .sustained high 
growth. This lesson has yet to be learnt 
by the Indian policy-makers. 

As for financial stability, again, what is 
needed is reform of institutions and an 
effective regulatory system. Market failure 
is endemic in the financial sector, given 
incomplete information and incomplete 
-maricets. A .sound institutional base has to 
be established. Since this takes time, there 
is case for direct intervention in the form 
of capital controls, particularly in the 
external sector of the economy. India was 
not .severely affected by the Asian crisis 
partly because we had not opened up fully 
and partly due to the ongoing financial 
sector reform process. To a large extent 
the problem of financial volatibty has to 
be tackled also by international measures. 
The argument is not that globalisation 
should be stopped. Rather we should 
develop a vibrant financial system to reap 
fully the benefits of globalisation. 

Global Policies 

Coming now to global policies to tackle 
the adverse impact of globalisation. I shall 
refer again to equity and financial stability. 
The distribution of world income and the 
enjoyment of world resources are 
notoriously unequal. Even more important 
is the clout exercised by the rich nations 
in world fora. The problem is in the main 
political Greater voice for the poor 
countries in the international organisations 
has been an ongoing demand of these 
countries. The foreign aid route is still 
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alive but liot quite kicking. Forthe poorest 
countriesof the world, especially in Africa, 
there is little respite from dependence on 
aid from abroad and, in the case of those 
with poor or no governance, from the 
persistence of poverty and inequalities. 
Globalisation, itseems. may tend tocounter 
some of these inequalities, by the freer 
flow of capital and technology and the 
concomitant pressures of interested lobbies 
favouring host countries. US firms in India 
for instance are the best spokesmen for 
India on Capitol Hill. 

It must be noted, however, that in the 
matter of technology and R and D, there 
is a clear danger of market failure and thus 
need for intervention by a public agency. 
R and D which is market driven docs not 
address the problems of the poorer 
countries, as is .so vividly brought out in 
a recent article by Jeffrey Sachs in The 
Economist (August 14-20. 1999). The 
whole issue of intellectual property rights 
paiticularly in matters having a bearing on 
public health, genetics and biodiversity, 
has to be considered in the light of market 
failures arising from inequalities of 
incomes and the prevalence of monopoly. 
The view may be gaining ground that too 
strict a regime for intellectual property 
rights may tend towards “privatising public 
knowledge, thereby creating incentives 
for misdirecting intellectual energies’* 
(Joseph Stiglitz. Wider Lecture 2, January 
1998). 

Freer flow of labour will be a powerful 
force to reduce inequalities. This should 
have a high priority in any global exercise 
for equity. No more than a tenth of the 
unemployment in the industrial countries, 
according to the UNDP Report, can be 
attributed to the growing links of these 
countries with developing countries. Their 
protectionist attitudes in respect of im¬ 
ports from the so-called low wage coun¬ 
tries or even in regard to immigration 
policies thus appear to have little justi¬ 
fication. 

The question of financial instability is 
already on the agenda of global debate 
about a new financial architecture in the 
wake of the Asian crisis of the previous 
two years. That crisis has taught a tew 
lessons to the world community and has 
provoked fresh thinking about the so-called 
Washington Consensus. There is greater 
readiness now to live with some resuictioas 
on capital flows and greater emphasis on 
an effective regulatory framework within 
nations and also internationally. The issues 
ate about the mechanisms to deal with 
private debt crisis, confidence building to 
restore capital flows after they are 
disrupted, the need and modality of a lender 


of last resort, better information and 
warning signals, etc. The fiamework, how¬ 
ever. is international, not global. Thus 
there is no proposal, for instance, of a 
global central bank. Keynes in his 
international 'avatar* had proposed a world 
central bank and a world currency to be 
called ‘bancor*. In the absence of a global 
vision on the part of the international 
community, we are nowhere near this and 
have to be content with SDRs! The para¬ 
digm is still that of policy co-ordination. 

The underlying truth in all this to my 
mind is that so long as we remain in the 
mindset of internationalism, we will not 
have the ability to tackle the outcomes of 
globalisation which are no longer within 
the control of national governments. By 
internationalism, I mean the framework in 
which nation states, jealous of their 
sovereignty, negotiate with each other on 
global issues with a perspective of 
maximising national gains and yielding 
the minimum of their freedom of action. 
The globalisation process, as it gains 
momentum, is likely to erode the strength 
of this framework and must eventually end 
in a global order. But this is still a far cry. 

Global Order 

Ideally one should be talking about a 
global state. Such a state will have its own 
security force, its own budget and taxing 
power (taxation of fossil fuels, foreign 
exchange transactions, etc, have been 
suggested from time to time), its own 
mechanisms tor financing public goods, 
its central bank, its communication network 
and the various development departments 
which one is familiar with in the national 
context. There arc quite a few of these in 
existence now covering food and agri¬ 
culture, indu.stry, labour, energy, environ¬ 
ment, health, children’s education, civil 
aviation, post and telecommunications 
systems, and so on. But they are mostly 
operating within the ’international’ mode 
Tlie nation state survives with a vengeance. 
There is reluctance to part with sovereignty 
in the interest of larger global good. This 
also compounds the intricate problems of 
global environment, whether it is climate, 
emissions or the global commons. True, 
the UN and its various arms are manned 
by an international civil service. But that 
it is not so in practice is well known. (A 
distinguishedci vil servant from India once 
admonished the staff of IMF/World Bank 
by saying that they had to be international, 
to be of service and above all civil!) Quite 
apart from the persi.stence of national spirit 
in the international organisations, their 
working is also hampered at times by the 
compulsions of geopolitics which 


continues to govern the foreign policy 
goals of major powers. Political and 
military power will inevitably be unequally 
distributed. But this inequality gets 
translated into other fields of international 
co-operation and tends to negate the 
benents of such co-operation. 

In this background, the establishment of 
truly global institutions will not be an ea.sy 
ta.sk. Perhaps the route to them will lie 
through the operation of two quite distinct 
and contrary forces. The growing strength 
and spread of technology and free markets 
may well diminishthe powersof the nation 
state, but this is by no means certain. As 
Meghnad Desai hasstatcd.’Thebigdebate 
about globalisation has been about the 
power of governments, the state if you 
like, to counter the effects of globalisation... 
All governments find that their capacity 
to shape their economies is limited in the 
late twentieth century. This is dilTicult for 
many to recognise and they rcfu.se to admit 
the validity of the limit.s’’ (public lecture 
on ‘What Should Be India’s Priorities in 
a Globalising World?' publi.shed by 
ICRIER, New Delhi, January 1999). At 
the other end of the scale is the emergence 
of hegemonic behaviour on the part of a 
powerful vountry which may help 
evolution towards a unified global order. 
On an optimistic view, such acountry may 
even act consciously with the objective of 
helping such an evolution. 

The emergence of the single currency 
in Europe and the progress in the direction 
of greater integration lor a united Europe 
represent ‘global’ as oppo.scd to ‘inter¬ 
national’ outlook. But will united Europe, 
when it comes into being (and there is 
many a slip between the cup and the lip) 
continue to display a similar outlook in 
its dealings with other nations? 

The UNDP Report defines what I have 
called internationalism as a jurisdictional 
gap. It states. “While the policy issues are 
global in nature, policy-maldng it still 
primanly national in character.’’The report 
rightly states that this jurisdictional gap 
needs to be bridged. It is not primarily a 
matter of establishing new institutions, 
but rather of changing the mindset. The 
problem is similar to that encountered at 
the national level. A global rather than an 
international view is what is required for 
moving towards a genuine global order. 
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REVIEW ARTICLE 

Metamorphoses of Agrarian Capitalism 

Jairus Banaji 

Ecological and Agrarian Regions of South Asia circa 1930, edited by Daniel Thorner; Oxford University Press, Karachi, 
1996; pp 148. 


Daniel Thorner* s ecological and agrarian 
atlas is a remarkable work by any stan¬ 
dards. The idea for the atlas was conceived 
towards the end of the war, when Thonicr 
and Chen Han-seng met and discussed it 
in Delhi. Much of the work towards cre¬ 
ating it was then done in Philadelphia in 
the late forties, when Chen wrote the 
monograph which forms the core of the 
atlas, and the project rounded off some IS 
years later, in Paris, where Jacques Benin 
of the Cartographic Laboratory (or ‘Carto* 
as it is called) at the Ecolc Pratique dcs 
Hautes Etudes, Section VI, visualised and 
co-ordinated the cartographic representa¬ 
tions of Chen's argument. Thus (he atlas 
consists essentially of Chen's detailed 
de.scription of the natural conditiun.s, 
agrarian relations, crop production and 
overall economic development, around the 
year 1930, of 21 regions; two illu.strativc 
maps for each region; and the districtwise 
statistical data on which the land use and 
crop diagrams arc based. The alias is a 
fascinating attempt to produce a compre¬ 
hensive regional mapping of the agrarian 
state of the Indian .subcontinent on the eve 
of the great financial crash of 1930. It 
would be hard to imagine a project on this 
scale and of this nature as a solo, or to 
imagine it being accomplished at one 
stroke, and in fact the atlas has a long and 
chequered hi.story whose full story is best 
told in the whispered cadences of disap¬ 
pointment and fiiistration with the boorish 
intervention of bureaucrats (academic as 
well as governmental) who. among vari¬ 
ous disfigurements, proceeded to mutilate 
the maps by inserting the international 
boundaries valid in 1981 into maps that 
were clearly labelled ";930"! This inven¬ 
tion of the partition before its time by the 
Survey of India need not distract us any 
further, except as a fleeting example of the 
collective paranoia which brec^ in the 
garbage heap of nationalism. This is a 
story best recounted by the one person 
whose labour of love brought the atlas to 
the light of day, finally, in 1996, with its 
place of publication in...Karachi; but she 
is not quite ready to do so! 

The 41 four-colour topographical and 
crop pattern maps are beautifully designed 


(the mutilations having been reversed), 
and arranged in pairs for each region, the 
two sets being drawn to the same scale. 
They convey a great deal of information 
about geographical features, urban agglom¬ 
erations, the extent of canal irrigation, and 
so on, and about the kind of cropping 
patterns that prevailed in the individual 
regions c 1930. The pie diagrams arc 
designed to show the extent of double- 
cropping “by giving to the coloured sec¬ 
tors [corresponding to cultivated areas] an 
extension beyond the circumference of 
the circle proportional to the area in¬ 
volved”. Daniel Thorner notes in his 
Preface, ‘The reader will note that we 
have not tried to provide cither statistical 
data or maps for the various kinds of 
relationships among landholders, tenants, 
crop-sharers, and agricultural labourers. 
For the agrarian problem these relation¬ 
ships arc. of course, absolutely central, but 
statistically they are well-nigh intractable." 
I'hus the statistical tables, compiled by 
Nicholas Thorner, relate only to land 
utilisation and the distribution of crops, 
for each of 300-odd districts, with a clas¬ 
sification of crops into 'foodgrains' and 
‘non-fotxlgrains* and not the u.suai, mis¬ 
leading, division into subsistence and cash 
crops. 

Tbe monograph is a central feature of 
the atlas. Chen's picture is one of stag¬ 
gering agrarian inequalities, widespread 
indebtedness, the general prevalence of 
'uneconomic' holdings, huge fragmenta¬ 
tion of operated areas, pockets of agrarian 
bondage and a steadily advancing tide of 
landlessness. Of course, these features arc 
presented to the reader in their local, eco¬ 
logical context, and the monograph ab¬ 
stains from any summary other than the 
de.scriptions contained for the individual 
regions. At another level, the legacies of 
colonial agriculture also left considerable 
ecological damage. The displacement of 
food crops by higher-value 'cash' crops, 
or of inferior foodgrains by those fetching 
a better price is noted repeatedly. The one 
theme that emerges consistently through 
all the regional descriptions is the over¬ 
powering influence of that great abstrac¬ 
tion, the 'market'. The fate of the Indian 


countryside was largely, and of course 
increasingly, market-driven; the physical 
landscape, the extent and forms of strati¬ 
fication, the distribution of indebtedness, 
the pattern of tenancy, the investment in, 
and upkeep of, wells, were all influenced 
by the secular expansion of markets and 
the impervious sway of ‘market relations'. 
Chen is also sen.sitive to .social differences 
within the mass of the rural population, 
though he pays more attention, in the end, 
to the ‘landlords' than to the more sub- 
.stantial peasantry. One rca.son might -be 
the idiosyncratic nature of the evidence 
presented to the Royal Commission on 
Agriculture (1926-28), which compiled 
vivid descriptions of large landowners but 
interviewed almost no representative of 
the wealthier class of cultivators or sub¬ 
stantial ryots. But the balance of emphasis 
was also consistent with political trends 
in the period. A powerful tradition of 
ho.stility to the large (or rather ‘ very large') 
landowners portrayed them as a majot 
-drag on the productivity of the Indian 
countryside, and Chen seemed to go along 
with this. 

Richness and Varietv 

The strength and attractiveness of Chen' s 
monograph is the attempt to construct a 
sense of regional multiplicity, of the great 
richness and variety that must have seemed 
strikingly obvious to an outside observer 
of the ‘Indian* countryside. Excluding 
Kashmir and Sri Lanka, the resit of the 
subcontinent was mapped into 21 regions 
(five in Pakistan, 16 in India). Chen's 
mapping of regions was clearly 
uninfluenced by the contemporary evolu¬ 
tion of state boundaries, and his disaggre¬ 
gations seem more complex for that rea¬ 
son. Thorner returned to this issue on at 
least two occasions in the late fifties and 
suggested a break-up that seems both 
simpler than Chen's and more in line with 
the emergence of the states themselves.' 
In the north, UP was treated as two re¬ 
gions, a constant feature of al> regional 
break-ups. Chen also treated North Bihar 
as a separate region, and lumped Chhota 
Nagpur with West Bengal into an adjoin¬ 
ing one. Thorner was uncertain about this. 
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and wondered initially whether “North 
Bihar and lowland West Bengal might not 
be studied as one region”.^ Chen put all 
of Orissa into a big southeastern region 
with its heartland in South-east Madhya 
Pradesh (Chhatisgarh and Nagpur); they 
were chiefly rice-producing, with “com¬ 
paratively little area of ryotwari villages" 
Thomer seemed to agree with this at first 
and thought South Bihar might be in¬ 
cluded here; by 1959 he had changed his 
mind and decided it was best to treat 
Chhatisgarh, North Bihar, South Bihar, 
Orissa, and West Bengal as distinct re¬ 
gions. The real problems began with 
pcnin.sular India, excluding the coastal 
belts. As Tliomer noted, “there is lack of 
agreement about where to assign the 
following four areas; (I) the Khandesh- 
Berar-Nagpur-Wardha tract; (2)Tclcngana 
and parts of Rayalaseema; O) the Salcm- 
Coimbatorc districts of Madras; and 
(4) parts of Karnatak”.^ The first of these 
areas was split three-ways by Chen, 
Khamlesh lumped together with Gujarat, 
Nagpur assigned to ‘Central Provinces 
(East)' (or south-east Madhya Pradesh), 
and Bcrar incorporated into the ‘Maratha 
Region'. “Gujarat and Khandesh together 
form a great alluvial plain, with a more 
or less uniform .soil...”, he argued. A rather 
general geographical characteristic was 
again the only basis for including the la.st 
area (‘parts of Karna'iak’) in the .so-callcd 
‘Maratha’ region: “Karnatak...i.s really the 
southern prolongation of Bombay- 
Deccan". Thorner pointed out, “Dr Chen 
seems to be alone in explicitly including 
in the same region [Bombay Dcccanj, all 
three Bombay Karnatak districts of 
Bcigaum, Bijapur and Dharwar”."* On the 
other hand, the Nagpur-Berar cotton zone 
of Central India was broken up. largely 
on the grounds that people consumed rice 
in Nagpur. Areas (2) and (3) (Teicngana, 
Rayala.scema, and Central Madras; were 
merged with each other and with the old 
Mysore state to form one of Chen’s most 
complex regions, called the Southern 
Deccan’. They formed a “dry. high, mil 
let-producing region...dominalcd by the 
ryotwari tenure system”. Thomer would 
later .say,. “When Dr Chen was carrying 
out his study. I recall his telling me that 
these were the questions which perplexed 
him the most”.'' He preferred a simpler 
demarcation, allowing Madras to retain 
her interior districts, separating Inland 
Andhra from Coastal Andhra, and taking 
the “whole of the new Mysore state as a 
region”; four regions instead of three, and 
largely coterminous with the new state 
boundaries.^ For Chen the coastal areas 
were much easier to handle: Coastal 


Andhra and the ‘Tamil Region' on the east 
coast, Malabar (as far north as North 
Kanara) and the Konkan on the west, all 
came away as independent regions. 

Chen demarcated his regions in temts 
of topography, water supply, crop system, 
land system, and general economic dev¬ 
elopment. It is worth pausing fora moment 
to ask what kind of realities these variables 
express. Pure matter, Sartre argued, “does 
not appear anywhere in human experi¬ 
ence”; if materiality is eveiywhere, it is 
also “indissolubly linked to the meanings 
engraved in it by praxis".^ As Alice Thomer 
explains in her foreword “Chen and Daniel 
were concerned to bring out the constraints 
on human enterprise imposed by physical 
factors such as topography or rainfall and, 
conversely, the ways in which human en¬ 
terprise alfceted physical conditions, 
e g, depiction or enrichment of soils, rais¬ 
ing or lowering of subterranean water 
tables”. ‘Constraint' is not causality, and 
the examples ju.st cited sugge.st that the 
meaning of Chen's narratives is more 
reliably grasped in the language devel¬ 
oped by Sartre to de.scribe what he called 
the “passive syntheses of worked matter", 
the “domination of man by worked mat¬ 
ter”, than in the atomising discourses of 
positivism; lor example, the counter- 
finalities of crop patterns that exhausted 
the soil and destroyed food security, of 
projects for the development of agricul¬ 
tural resources which left widespread 
ecological damage.** of tenancy laws that 
bolstered the more powerful agrarian 
groups outside the landlord class.^ 

Till' Reoions 

As a prelude to the discussion that 
follows, it may help the reader to have a 
rough sen.se of Then's description of 
.specific regions. 

Sind: a broad, dry alluvial plain .stretching 
from the edge of the Baiuchi.stan Plateau; 
by 1927 some 7,925 miles of canals were 
under the Sind administration. With the 
completion of the Sukkur Barrage, located 
three miles below the gorge of the Indus, 
the irrigation system was converted, in 
1932, from an inundation to a perennial 
basis. The less valuable crops of millet arc 
being substituted by wheat and oilseeds, 
and short staple varieties of cotton by the 
long staple cotton. Sind's low sub.soil water 
provides excellent drainage. Rice, wheat, 
millet andcotton fonn the principal kharifs; 
ever since 1908 cotton has been .substi¬ 
tuted for rice; Sind now exports great 
quantities of both cereals and cotton. There 
is a large number of big landholders in 
Sind; in Larkana, for instance, one Khan 
Bhutto holds over 10,000 acres; all of this 


land is leased to tenants-at-will who pay 
a share rent; tenants-at-wili appear to be 
even more numerous than in West Punjab; 
more than 72 per cent of Sind’s cultivated 
land is held by big holders who lease the 
land directly to tenants-at-will on the share 
rent basis. Tenants in Sind are known as 
'haris'; “The hari in Sind corresponds 
with the ‘bargadar' in East Bengal. When 
he is financed by the landlord, he is di¬ 
rected by him as to the types of crop to 
be grown”. Ref to “loans extended by the 
landlord to the hari”. (On rural money¬ 
lenders in Sind cf Cheesman (1982); for 
sharecropping on large estates, sec Majid 
(1998) showing that Sind landlords inte¬ 
grate tenant labour with ‘self-cultivation’.) 
Coastal Andhra: Known as the Northern 
Circars Region of Madras prc.sidcncy, this 
sector accounts for more than half the 
presidency’s total canal-irrigated acreage 
of 3.8 million acres. Rice is the leading 
crop but much less dominant here than in 
Bengal; tobacco is extensively cultivated 
in Guntur (see Duvurry. ‘Commercial 
Capital', and 'Tobacco Trading'). While 
the northern parts of Cua.stal Andhra are 
dominated by the /.amindari system of 
land tenurc^ the delta areas of Godavari 
and Kistna arc dominated by the ryotwari; 
as concentration has gone much further in 
the delta areas, the percentage of landless 
tenants and hired labinirers is accordingly 
much higher. In the village of Alamuru 
in Ea.st Godavari, fixed rent in kind 
('kuthagai') is collected irom the wet crop 
land; cash rent is collected on dry land 
where cotton, spice, sugarcane, and plan¬ 
tain arc raised; on the Godavan deltas in 
general, half of the cultivated area yields 
a ca.sh rent; one-fourth of the cultivated 
land is under the share rent system 
(‘varam’), the remaining one-fourth bears 
a fixed rent in kind. In the delta areas an 
economic holding for cultivation cannot 
be less than three acres; a large majority 
of peasants do not have economic acreage 
to support themselves, e g, in the village 
of Alamuru 72 per cent of (he ’pattadars’ 
have landholdings of less than three acres, 
and 90 per cent of the 500 families of 
tenants cultivate less than two acres each; 
usury nouri.shcs in the entire region. (Cf 
Reddy (1996) for a district study, and 
Upadhy ay (1988), Rao (1985), on the com¬ 
mercially-oriented rich pea.sanlry of the 
southern coastal districts.) 

Southern Deccan: Telengana, the Ceded 
Districts of Madras, the whole of Mysore, 
and Central Madras, a dry, high region in 
the rain-shadow of the Western Ghats, 
dominated by millets. In the Ceded Dis¬ 
tricts, cotton and groundnut have been 
responsible for deflecting large tracts of 
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land from the cultivation of food crops; 
this prtKcss started as early as 1905; in 
Salem, Bellary, and Anantapur, consider¬ 
able lands under groundnut are being 
cultivated by ‘ the untouchables'. Tempted 
by the high prices of cash or commercial 
crops, the better-off landowners in the dry 
region buy more land and convert it into 
garden land by sinking wells; concentra¬ 
tion of landownership is thus accelerated; 
sixty per cent or more of the owner-cul¬ 
tivators in dry areas are indebted. The 
southern Deccan on the whole is a ryotwari 
area; in Telengana, the transfer of land is 
especially fast in Warangal; most of the 
wet lands have been taken over by the 
‘de.shmukhs’ (bosses of the village) who 
use 'bhagelas' (serfs) to cultivate their 
lands; in one case, out of 912 acres of 
transferor wet lands 848 acres went to the 
deshmukhs; in Warangal. of 489 tenants 
investigated in 1930. as many as 403 (82 
percent) were simply tenants-at-will. ‘On 
the wet lands, however, there is more 
.serfdom than tenancy'. (This is something 
we can come hack to, since it illustrates 
the need to move away from abstractions 
to a more preci.se or rigorous description 
of the relations at work.) The Nizam of 
Hyderabad used to have a private estate 
called sctf-i-khas which was estimated at 
5 million acres. According to a govern¬ 
ment investigation in 1943. the total 
ryotwari area that changed hands from 
1931 to 1943 in Madras was roughly 10.3 
million acres; of this total, about 20 per 
cent went to non-cultivators. (Thus the 
bulk of the transfers were within the 
pea.santry, to the richer groups. Cf the 
homologous process in Bengal described 
by Mukherji (1986). Tlic primary cause 
of this concentration of landowership has 
been the foreclosure on debts; at least 28 
per cent of the ryots and tenants in the 
typical villages of Bellary and Anantapur 
have become partially hired labourers; this 
is why the proportion of agricultural 
labourers in Madras has increased from 
less than 35 per cent before 1920 to 43 
per cent since then. (The best historical 
work on the Madras dry region is by Da vid 
Washbrook. csp, Washbrook (1973) and 
(1994)). 

Gujarat and Khandesh: A great alluvial 
plain, "one of the best agricultural regions 
of India”; Gujarat itself divided into four 
distinct areas. In north Gujarat the water 
level in the wells is sinking, the heavy 
water tax and low agricultural prices have 
contributed to a decrease of irrigation 
farming; cotton, oilseeds, and in .some 
places tobacco arc the important non-food 
crops; well irrigation is responsible for the 
considerable area of tobacco cultivation 


in parts of central Gujarat; also, owing to 
irrigation difficulties, paddy was displaced 
by cotton in Kaira after the great famines 
of 1899 and 1901. The Khandesh cotton 
peasant as a rule is fairly well off. but he, 
too, has to rely on the moneylender for 
loans to start cultivation. “In Khandesh 
and northern parts of Gujarat the acreage 
for groundnut reached 3,16,000 acres in 
1926-27, whereas it had been only 4,500 
acres in 1912-13”. The main tobacco area 
is Kaira; the effect of commercial crops 
in Gujarat and Khandesh has been tremen¬ 
dous: “I'hcre is no doubt that the gradual 
decline in the cultivation of food crops and 
substitution of them by other crops gen¬ 
erally for commerce and export is one of 
the chief causes of peasant indebtedness." 
Ref to the ‘well-to-do cotton-growing 
pea.sants' of north Gujarat; “Generally the 
cotton growers here keep a running ac¬ 
count with the village moneylender 
(sowcar) and .sell their produce either to 
or through him.” Seventy-five percent of 
the total cultivated areaof Bombay-Gujarat 
is held under the ryotwari system; in 
Ahmcdabad and some other districts of 
Gujarat ‘talukdari' tenure prevails; a sur¬ 
vival of the joint village community paying 
a fixed sum of revenue as a whole is called 
‘narvadari' tenure; “Therevenueof anarva 
village is assessed in a lump sum and 
collected by the village headman, known 
as moksha patel. Each narvadar pays in 
proportion to his share of the total village 
land. All narvadars. however, arc jointly 
and severally liable for failure to pay the 
total revenue or a part of it.” B R Naik 
contended that the land revenue was 40 
to 50 per cent of the net return from the 
field: “Had it not been for the sowcars, 
government would not have collected the 
revenue all these years”; holders of large 
areas of land easily shift their revenue 
burden to their tenants. Ref to “decline of 
the middle peasantry”; in Saurasihtra 45 
per cent of the village families are agri¬ 
cultural labourers; in most districts the 
majority, and even ‘overwhelming major¬ 
ity' of rural families have holdings insuf¬ 
ficient for subsistence. In west Khandesh, 
in 1917-22, there was a very marked 
increa.se <n the number of holdings below 
15 acres; moreover, “there was a decrease 
of the better-off owner-cultivators (middle 
peasantry)". Ref to the “great reservoir of 
agricultural labourers” throughout this 
region; by 1931 they had increased to 54 
per cent of the total rural population; 
undoubtedly, Gujarat leads all other re¬ 
gions in the high percentage of agricul¬ 
tural labourers; a considerable number 
come from Kathiawar for cotton picking. 
“A significant number of the farm hands 


are called halis”; of them Chen says they 
are “not free wage-earning workers but 
virtually serfs”. (Thomer himself allowed 
for a category which he called ‘unfree 
hired labourers', and it is surely more 
accurate to see the halis as a labour force 
of that kind. See Breman, Patronage and 
Exploitation for a study of these workers.) 
Description of Walchand Hirachand's 
estate near Malegaon. Chen clearly sees 
Walchand as a ‘capitalistic cultivator', but 
argues that the number of such cultivators 
barely grew in the thirties and the acreage 
cultivated with the help of hired labour 
even declined; “agriculture in this region 
is not developing along capitalistic lines”. 
(Cf Rutten( l986),foradescriptionof oitre- 
preneurial farming among the 'middle- 
large farmers' of Kheda district, where 
tobacco is the main commercial crop; and 
Bates (1981) for their antecedents.) 

Indebtedness. Land Transfers 
AND Tenancy 

Even these brief dc.scriptions show that 
decades of agrarian development had left 
large sections of the rural population 
beleaguered by indebtedness, land trans¬ 
fers, and the widespread prevalence of 
tenancy. The commercialisation of grain 
trading in the earlier decades of the twen¬ 
tieth century “had far-reaching implica¬ 
tions for the employment of labour”, 
leading to a “general disemployment of 
jtermanent and tied farm .servants and a 
Casualisation of wage labour” and the rapid 
proliferation of small farms.At any rate, 
inequalities worsened, the small farm sector 
was being pulverised, and the land-poor 
were swelling alarmingly. The Depres¬ 
sion .supervened on countrysides where 
the engrossment of land had already left 
the majority of households deprived of 
sufficient acreage for subsistence. Chen's 
repeated observation of the generally high 
percentage of 'uneconomic' holdings was 
drawn from evidence compiled by the 
Royal Commission on Agriculture t^fore 
the crisis of 1930. Depression and famine 
were powerful agents of land concentra¬ 
tion," and by the forties the situation 
would have been considerably worse. 
However, beyond these general patterns, 
the regional map is one of diverse con¬ 
figurations and distinctive social trajecto¬ 
ries; at one extreme, Sind encapsulated the 
virtual obliteration of a free peasantry 
through the long-standing domination of 
the large estate owners and their fierce 
control over the haris;'^ at the other, on 
the east coast, the Kisma and Godavari 
deltas saw the rise of a numerous class of 
wealthy cultivators controlling large pools 
of migrant labour in ‘an unbroken sea of 
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irrigated rice-fields*.*^ These were very 
different agrarian .societies, even if the 
forces at work in each of them (canals and 
commercial expansion) were broadly the 
same. Other regions were less clear-cut. 
mixed in their composition and trends, 
though generally reflective of a pattern of 
deepening impoverishment and growing 
polarisation. Thus Western India was 
characterised by a greater predominance 
of the ‘middle peasantry’, with markcU 
still dominated, to one degree or another, 
by professional moneylenders. In the dry 
region of Madras presidency, a minuscule 
but powerful ‘magnate' element in the 
peasantry cxeited overwhelming control 
over the mass of poorer ryots, who were 
de.scribed to the Commission as a ‘strug¬ 
gling proletariat*.*'* Finally, there were 
strong ecological influences on the pattern 
of rent and on levels of landlc.ssncss, 
especially in the south. 

Chen was uncertain about the general 
characterisation of these trends. He viewed 
agrarian capitalism as the growth of large- 
scale farming based on hired labour 
(‘Gutswirtschaft’). The private farms 
carved out of ‘sir’ land by the relatively 
more enterprising /.amindars in UP were 
a ‘rudimentary’ form of ‘capitalistic ag¬ 
riculture'. They were described by Chen 
as ‘Junker type farms’ and said to number 
“at least 401 in the entire province". 
However. “The enterprising /.amindar- 
managed farms have not made much 
headway”; "the general tendency is to 
lease land to cultivators instead of culti¬ 
vating it themseivc.s”.''' The implication 
here is that the decision to opt for tenancy 
as opposed to wage-labour was not based 
on rational considerations but (presum¬ 
ably, and by convention) a rcflection of 
deep-rooted mentalites. In Gujarat, too, 
agriculture was “not developing along 
capitalistic lines” because the acreage 
cultivated with the help of ‘hired labour’ 
had ostensibly declined.'^ The.sc judge¬ 
ments need to be assessed with some care. 

To begin with, an overly rigid dichotomy 
between tenancy and wage-labour does 
not easily chime in with the considerable 
fluidity with which tenants became 
labourers and vice versa. There is clearly 
something suspect in the ensuing image 
of their moving into and out of wholly 
distinct, structurally opposed, ‘relations 
of production*. (Tenants frequently worked 
as labourers and labourers as tenants.) 
Secondly, tenancy and wage-labour were 
not watertight categories. Chen's own 
monograph shows this in his treatment 
of the poorer class of tenants. The Punjabi 
‘muzara*. the Sind hails, the ‘adhiars* 
and ‘krishans’ of Bengal, and the 


‘verumpattamdars* of the Madras presi¬ 
dency were simply labouren: recruited 
under forms of tenancy which gave their 
landlord-employers’ full control over hire 
and Are. The majority of these groups 
worked as sharecroppers, and Chen would 
have agreed with the view propounded 
later, on the basis of Spanish and Latin 
American evidence, that “sharecroppers 
arc often more akin to piece-workers than 
to .serfs’'.*^ For example, he points out, 
“the one-third share of the crop kept by 
the kri.shan really represents his low wage, 
and a krishan, though nominally a tenant, 
is in reality a contracted labourer”;' * about 
the form of varam under which the tenant 
provided only his labour and kept some 
16..S per cent of the produce for himself, 
he states, “In reality he is a contracted 
labourer for cultivation”. The argument 
here is not that the use of these forms of 
tenant labour con.stitutcs capitalism, but 
that their presence (and ‘tenancy’ more 
generally, (hat is, tenancy as such) does 
not rule out capitalism in agriculture, and 
should not be construed as doing so. To 
return to the UP /.amindars, judgments 
about the rationality or lack of rationality 
of the Indian landlord class would surely 
be more reliably framed if they took 
account of the fact that “landowners 
compare the effects of hired-labour and 
the effects of tenant-labour on labour 
costs’’,^** and that in this sense at least the 
use of tenant labour, that is, “leasing land 
to cultivators”, could have a rational basis. 

Agrarian Capitalism 

These arc preliminaries. The more gen¬ 
eral. and substantial, point is that agrarian 
capitalism is conceived too narrowly in 
the literature on India, on models which 
are simply unrealistic when applied to the 
.social and ecological circum.stanccs of this 
part of (he world. The later 19th c was a 
complex watershed beyond which lay 
legacies that are still alive today. The 
spread of new cash crops, the con.solida- 
tion of dominant agricultural ca.stes, the 
restructuring of rural credit markets, and 
the cycles of dispossession through which 
the stronger and more expansive groups 
increased their control at the expen.se of 
a less substantial peasantry were major 
developments common to most parts of 
the country and would clearly have hung 
together in some way. There are at least 
three broad forms in which we can see 
capitalism at work in the Indian country¬ 
side, and wc can call these commercial 
capitalism, large-scale agrarian capital¬ 
ism, and peasant capitalism, respectively. 
If we define these as forms of capitali.st 
economy, it is clear that the relationships 


between them were exceedingly complex, 
that is. both ecologically variable and 
mutable over time. Large-scale agrarian 
capitalism or Gutswirtschaft failed to 
establish itself in the core regions of the 
countryside, a fact which was abundantly 
clear to the Royal Commission already in 
(he 1920s. It is the .sense of this failure 
which hangs over the monograph even 20 
years later. In contrast, however, commer¬ 
cial capitalism was widespread, as it still 
is, while peasant capitalism emerged with 
a strong ba.se in the gradual consolidation 
and expansion of substantial peasant elites 
throughout the country. 

The commercial capitalism of the late 
19th c integrated trade, moneylending and 
the global business of the large export 
houses in complex and ramified networks 
that fanned out to cover whole regions. 
These links have scarcely been recon¬ 
structed in detail for any of the main com¬ 
modity markets. For example, an official 
appointed to investigate the operation of 
the E)cccan Agriculturists’ Relief Act noted 
in pa.s.sing, in 1883, that ‘The larger Sowkar 
must also have suffered through the losses 
of the smaller owing to the latter’s inabil¬ 
ity to repay^ loans; and it is possible that 
in somcca.ses they may have found it hard 
to meet their engagements with the great 
trading houses in Bombay”.'* The circu¬ 
lation of capital intermeshed with a hier¬ 
archy of trading levels, cascading down 
these levels to the myriad advances through 
which merchants, planters, and money¬ 
lenders sought control over hou.sehold 
production.If rural employers u.sed debt 
as a means of tying workers down,^^ as 
they have done everywhere and through¬ 
out hi'Tory. and rich peasants used debt 
as a means of dispossession and land 
engrossment,commercial capitalists 
were chiefly interested in e.stablishing 
control over commodities, and the drive 
to control the labour and resources of the 
hou.sehold was in general incidental to 
that aim. The limiting case of such control 
was the ‘vertical integration’ of the more 
aggressive mercantile businesses into land 
control and agrarian production, .so that 
commercial capitalism came to share a 
boundary with ‘large-scale agrarian capi¬ 
talism’, and the failure of the latter to 
stabilise in the core regions can partly be 
seen against this background.^-' 

But failure is not the .same as non-ex¬ 
istence, and Chen's monograph is full of 
vivid descriptions of wealthy agrarian 
capitalists. Hedrcwthosedcscriptionsfrom 
the volumes of evidence compiled by the 
Royal Commission. TheCommission soli¬ 
cited the views of landowners (and offi¬ 
cials, engineers, etc) on a wide range of 
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subjects geared to improving agriculture. 
The chief interest of their testimony lays 
in its possible reference to their own 
farming operations, and these vignettes 
seem as attractive today as they obviously 
did to Chen. To begin with, we should 
note that the landed elites of the zamindari 
areas were not totally impervious to “(tak¬ 
ing) a personal interest in the business of 
fanning". The commissioner of the Patna 
division told the commission, “most of the 
big /.amindars have large areas under 
private cultivation".rcferring to thezeraf.^* 
In Awadh, where, “owing to the nature of 
the land tenure, it was easier - to arrange 
for compact areas", the number of model 
farms more than doubled to %4 by the 
late twenties. ‘The /.amindars arc waking 
up", said a leading landowner of Gorakh¬ 
pur, whose own home farm comprised 
about 600acres cultivated mostly by labou¬ 
rers paid in cash.^** The Allas contains 
other examples of such big agrarian capi¬ 
talists. The bania landlords of the Central 
Provinces arc a striking case: Messrs 
Chandrabhan Bihari Lai were a private 
tirm of large-scale agriculturists and grain- 
merchants in Jabalpur, with a total estate 
of 60,(KK) acres and S.IXX) under direct 
cultivation through hired labour paid 
mostly in kind at a standard wage valued 
at Rs 7-8-0 per month. Wheat was the 
main crop, and the workforce comprised 
“ahtjut 400 men on the pennanent list". 
“We have tried to make our farms as 
compact as possible in our villages”, said 
a member of the family to the commis¬ 
sion.^'* In the late l‘Jth century, Marwari 
banias invested heavily in the wheat tracts, 
and .some, like the Raja Gokuldas of 
Jabalpur, even “moved into industrial 
undertakings at the end of the century”. ^** 
In Sind, “Hindu traders were keen to start 
up theirown fanns; much of the profit they 
made from trade was invested in land, 
particularly in the •.otton-growing areas of 
ca.stem Sind".” In Bombay presidency, 
Walchand Hirachand told the Commis¬ 
sion he “look to agriculture as a business". 
He was thr owner ol a ‘big estate' seven 
or eight miles from Malegaon in Nasik 
di.strict. 1.800 acres. 7(X) of this under 
irrigation, “almost mechanised", as he 
dc.scribcd it. growing cotton, sugarcane, 
chillies, tobacco and bananas, with further 
plans for a “very big fruit plantation" of 
100 acres. All this was based on 'perma¬ 
nently paid labourers' and seasonal labour. 
There was no obvious indebtedness in this 
workforce and loans, when they were 
given, were free of interc.st.^^ 

So large-scale agrarian capitalism had 
certainly emerged but it failed to take off, 
to establish itself as the dominant form of 


agricultural production, except in regions 
such as Kuttanad in Kerala, where special 
circum.stancc.s favoured its growth. ” The 
zamindari capitalism of the north, per¬ 
petually hesitant, was finally doomed by 
nationalism and the partition. The integra¬ 
tion of landholding with the grain-dealing 
and moneylending businesses in the 
Central Provinces failed to transmute it¬ 
self into a more widespread form of large- 
scale, mechani.sed wheat farming. How¬ 
ever, these abortions emphasise not the 
wcakne.ss of the capitalist spirit in India 
but its meticulous application. The Com- 
mi.s.sion preferred to explain the stagna¬ 
tion of large-scale agriculture by the ‘con- 
•servative mentality' of the zamindars.-''* 
By contrast, the zamindars explained to 
the Commission that Marge farms’ were 
a prerequisite for ‘men of capital and 
cntcrpri.se', and that for agriculture to be 
a paying propo.sition what mattered was 
not the rate of profit but its absolute mass.-^-^ 
It is also worth drawing attention to Chitta 
Panda's argument that, in the more ex¬ 
treme circumstances characteristic of 
Bengal, ‘zamindars lost all intcre.st in 
improving their estates', and that their 
‘apathy towards improvement' was in fact 
a 'rational' respon.se.-^* 

'PhA-SANl ' CaPI IALISM 

What did develop, then, and almost with 
a vengeance, was a diffuse and relatively 
entrenched fonn of 'peasant' capitalism. 
The colonial sources are replete with 
references to the ‘richer ryots’, ‘wealthy 
farmers', ‘substantial cultivators', ‘big 
agriculturists with substantial as.scls’. 
‘large jotedars', ‘well-to-do substantial 
yeomen’, ‘big intluential ryots’. etc. in the 
historiography of colonial India, no re¬ 
gion has seen a sharper focus on the ‘rich 
peasant' clement than Bengal, largely 
because Rajat and Ratnalekha Ray were 
willing to disregard the orthodoxies of 
nationalist historiography and underline 
the divided or stratified nature of Bengal 
village society towards the close of the 
18th century. The impact of colonialism 
cannot be visualised as the creation of a 
‘uniformly downtrodden peasantry',’’ nor 
can it be seen as a movement from no 
differentiation to considerable differen¬ 
tiation. The.se images downplay the con¬ 
siderable ‘stratification’ with which most 
villages entered the period of strpng com¬ 
mercial expansion in the 19th centur>.’^ 
The Mughal revenue system had presup¬ 
posed the existence of ‘dominant peas¬ 
ants',’^ and that legacy survived till well 
into the 18th century. The narvadars of the 
Charotar or the powerful village heads 
who dominated the Bengal villages be¬ 


neath the shadow of the huge zamindaris 
inherited from the administration of 
Murshid Quii Khan are almost perfect 
exemplars of these pre-colonial rural oli- 
garchies.'”* On the other hand, the ‘capi¬ 
talist’ differentiation of the peasantry which 
gathered momentum from the 1880s was 
not a mere replication of those hierarchies. 
Ratnalekha Ray argued that, by the 1930s, 
“the scene had still not changed substan¬ 
tially" in the North Bengal districts where 
the big jotedars had been a powerful 
element in the early 19th c. “Such change 
as occurred... lay in the direction of further 
extension of the influence of the jotedars 
and greater ramification of their political 
and economic control over the villages".^' 
“In economic terms, the class of large 
farmers found by Buchanan-Hamilton in 
Dinajpur in 1808 was the same as the 
jotedar class observed in the district in the 
1930.S by the next surveyor, F O Bell."^^ 
Yet Ray also refers to tbe Dinajpur jotedars 
of the depression years as ‘capitalist 
jotedars'.'*’ so all this tends to convey the 
impression that they had always been 
capitalists of some kind. Panda has argued 
that in Midnapore “the emergence of a 
group of powerful peasants reduced the 
/amindars as a class to a level of insig- 
nificance”.'*'* This can always be read as 
a bold rc-as.sertion of the jotedar thesis but 
'emergence' suggests that the earlier hi¬ 
erarchies were now increasingly grounded 
in, and affected by, new economic and 
■Hegal realities. Nakazato emphasises the 
growth of a land market in creating a ‘new’ 
process of stratification after the 1880s.*’ 
Hardiman has argued recently that the 
willingness of .some peasants to expropri¬ 
ate others implied a distinctively new set 
of peasant attitudes, a “powerful change 
in peasant consciousness".*^ These are 
interesting pointers to a ‘reshaping of 
agrarian society' from the bottom upwards. 
In large parts of the country these were 
decades characterised by the steadfast 
upward mobility of a range of middling 
agricultural castes.*’ Most accounts high¬ 
light the expansion of new ca.sh crops, the 
extenttion of irrigation, or the growth of 
a ‘peasant land market'. More fundamen¬ 
tally, however, the growth of agrarian 
capitalism at the village level was at least 
partly a response to the pervasive threat 
of other kinds of capitalism and their 
considerable hold over large sections of 
the peasantry. In their own subjection to 
the market, the more substantial cultiva¬ 
tors would be forced to accumulate to 
retain their landholdings or progressively 
lose their independence to larger land¬ 
holders and commercial capitalists. These 
struggles were underpinned by major 
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advantages (or disabilities) of caste, and 
waged by means of legal protection for 
occupancy rights and expanding peasant 
control over rural debt markets. In Punjab 
‘agriculturists' ousted 'non-agriculturists' 
from control of the debt market.^** In the 
east, the Bengal Tenancy Act of 188.S 
precipiuted a large-scale movement of 
land transfers in the la.st two decades of 
the 19th century.^’ In UP the largely 
successful pressure for commutation of 
rents eroded the position of both landlords 
and the mass of labourers. Agrarian leg¬ 
islation abandoned the ‘tenants-at-wiir to 
their fate, and government showed little 
interest in the fortunes of the vast and 
steadily expanding pool of rural wage- 
labourers. 

The rural labour market is certainly the 
least understood sector of the colonial 
economy, because of our manifest lack of 
a totalising conception of its structure and 
operations. The scif-diremptions of the 
understanding arc legion in this field. 
‘Wage labour' is countcrpo.scd to 'bond¬ 
age', ‘hired labour' to 'tenancy', 'feudal' 
attached labour to 'free' casual labour, and 
so on. The upshot of all this is that wage- 
labour emerges as a veritable Garden of 
Eden, and markets arc shorn of the coer¬ 
cion and sheer exertions of power which 
are integral to the way they function in 
reality.'^" Substantial cultivators in par¬ 
ticular made widespread and extensive 
use of farm servants or permanent labourers 
who were subjected to various degrees of 
bondage. The summaries reproduced 
earlier show that Chen regarded .such 
workers, the halis of Gujarat or the bhagelas 
of Warangal district, for example, as ‘serfs', 
'defacto serfs', or ‘virtually serfs'. These 
descriptions are purely conventional and 
have little value from a scientific point of 
view. ‘Unfree hired labourers' would be 
a much better description for them.-^' About 
the halis. Shukla wrote. ‘The onlv thing, 
and a very valuable thing indeed, is his 
own labour, and this he pledges, as it were, 
for the money borrowed...".**^ Farm ser¬ 
vants like halis and bhagelas were paid 
wages, generally in kind, and Chen’s 
sources refer to the landowners who 
employed them as ‘employers', ‘employ¬ 
ing landowners', as well as 'masters'.’^ 
Farm servants were a category of hired 
labour.-^^ That the deployment of the.se 
forms of hired labour was characterised 
by considerable coercion, including debt 
bondage, especially in the colonial period, 
is incidental to the essential nature of the 
relationship as a domination of wage- 
labour. The dispossession of tribal ‘castes' 
such as the halpatis,^-^ and the role of caste 
in institutionalising the Iandlessne.ss of the 


‘agricultural labourer castes' were part of 
the way agrarian employers managed, and 
retained control over, the labour market. 

Farm servants, field labourers, and the 
mass of .sharcentppers and tcnants-at-will 
formed a vast pool of hired labour which 
was crucial to the agrarian expansion of 
the 19lh century. There was also consider¬ 
able flexibility in the way these categories 
of labour were actually structured and 
deployed. For example, labtmr tenancy 
was fairly widespread, though it is scarcely 
ever mentioned in the academic literature 
on India. Under this system, labourers 
were given a small plot of land to cultivate 
for a nominal rent or rent-free. Daniel 
Thomcr called these ‘tie-in land allot¬ 
ments' and stated. “Land allotments of 
this type...are very widely reported for 
attached workers’’.''* In ‘Types of Em¬ 
ployer-Labourer Relationships in Agri¬ 
culture', published a year later (in 1957), 
he and Alice Thorner noted several in- 
.stances of this type of arrangement, for 
example, the system of chanamalu found 
in districts like Guntur.N G Ranga 
provides an interesting description of 
‘chanamalu' in the mid-twenties. ‘The 
ryot leases out u certain amount of land 
to his servant on certain conditions which 
are more favourable to the latter than arc 
usually allowed to an ordinary renter. In 
return for such a privilege, (he .servant 
agrees to send his wife and other people 
in his family to work for the customary 
wages for the same employer, whenever 
their services arc demanded, even if he can 
get better wages from other ryots.''^* 
Ranga's account was later reproduced 
verbatim by Sayana. who added, “When 
a cultivating big landlord lea.scs out his 
land in the village, he may have reason 
tochoosc very poor ryotsor farm labourers 
as his tenants in order to command con¬ 
stant and a.ssured .supply of labour... In 
other words, the system of tenancy some¬ 
times works out into a methexi of muster 
ing labour to work on land''.''’ Ranga's 
description makes it clear that the ‘culti¬ 
vating big landlords' referred toby Sayana 
were in fact the more substantial cultiva¬ 
tors (’ryots'). A recent study by Lucia da 
Corta shows that labour tenancy is still 
used in Andhra Pradesh today, and has 
even expanded since the seventies. Refer¬ 
ring to it as ‘tied labour through lease', 
she writes, “capitalists use such arrange¬ 
ments not merely to secure labour at peak 
periods but also in order to reduce labour 
costs of men and their families''.*" 

Tenancy and Wage Labour 

Now just as much of what passed for 
tenancy was simply a form of wage labour. 


so a lot of rural wage-labour was 
characterised by debt bondage and em¬ 
bedded in the wider institutions of caste 
and tribal oppression. One of the most 
striking examples of this is the case of the 
‘agricultural labour caste’ attached 
labourers of Kuttanad employed by the 
large nair and Syrian Christian tenant 
cultivators who inve.sted in the reclama¬ 
tion of paddy Helds from the later pan of 
the IK8()s. These reclamations were 
handled by organised groups of ‘enter¬ 
prising farmers] and financed by state funds 
and commercial banks,*' while the work¬ 
ers were drawn from the landless pulaiyan 
and paraiyan castes. Thus here is an 
example of a manifestly oppre.ssive sys¬ 
tem of ‘attached labour', rooted in both 
caste and debt bondage, being deployed 
by a cla.s.s of agrarian capitalists. Alex 
George produced a vivid dc.scriplion of 
this perkxi of increasing capitalist invest¬ 
ment in the pages of this journal, but 
referred repeatedly to the labour system 
as a ‘feudal' onc.*^ This 'feudal' system 
is said to have prevailed even when’ 
capitalist invc.stmcnt wa.s made in paddy 
cultivation, nr ‘even during' the stage of 
increasing capitalist invc.stmcnt*^-anoma- 
lous characteri.sations since no claims are 
made about the 'co-existence' of different 
‘modes of production’. George him.self 
notes that the labourers in question were 
employed on wages,*^ in other words, that 
their labour was covered by the wage 
form, and 'feudal' is simply a loose way 
of referring to the use of coercion in the 
control of a labour force that played a 
major role in the largely labour-intensive 
agrarian capitalism of the reclaimed tracts. 
In the Telugu districts the ‘paraiyans 
attached tolheraiyatsorcultivators' appear 
to have been called palalu, ‘hired 
labourers', and they too were subject to 
serf-like conditions, since employers 
sought to reclaim labourers who fled.*^ In 
a memorandum on rural labour submitted 
to the Royal Commission, Radhakamal 
Mukherjee described the padiyals of the 
Madras east coast as ‘a sort of serf, yet 
noted that their wages were generally paid 
in kind.** Dharma Kumar describes the 
padiyals as “ ‘hired farm servants receiv¬ 
ing wages in kind’, and notes that they 
were fremently ‘hired for very long pe¬ 
riods’ ’’.*' The Bihar kamiyas were like¬ 
wise wage labourers, though convention¬ 
ally described as bonded labourers or bond 
servants oftheirmastcrs’.sincetheir wages 
were likewise ‘converted’ into ‘loans’. As 
one official noted, piercing the web of 
appearances that .surrounded these ways 
of controlling hired labour, “The fiction 
is usually kept up that the labourer is in 
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his master’s debt”. B B Chaudhuri points 
out that peasant.s of superior castes were 
major employers of such labour, and cites 
the following observation: “Possessors of 
a laifer kind of farm, with area from IS 
to 30 bighas, and even less, know the 
importance of preserving this class (the 
kamiyas) ali vc.”Thc.se ‘ middle class farm¬ 
ers’ were .said to “devote all their influence 
and much of their substance to keep the 
really poor in the district”,** that is, pre¬ 
vent them from migrating. 

The substantial peasant elites who 
emerged in large parts of the country must 
have accounted for a considerable part of 
the demand for permanent farm servants 
and migrant workers. By IK79 the patidars 
were described as “the most thnving class 
of cultivators, many of them tilling their 
fields entirely by hired labour”.**' In 
Birbhum and Bankura hired labourers were 
usually employed by “well-to-do farmers 
holding from 30 to 80 bighas”.’** By the 
twenties it was po.s.siblc to claim. “In the 
villages the more substantial cultivators, 
such as the jotdars of Bengal, the patidars 
in Gujarat, the lingayats of Bombay and 
the superior pca.sant proprietors of the 
Punjab, now take a less active part in field 
opcraiions than before and employ farm 
hands”.” In Guntur, where FCV tobacco 
expanded rapidly in the depression years, 
"wage labour constituted the predominant 
form of labour inpul for farm si/c classes 
above one acre”.’^ In Gujarat, too, there 
was a huge ‘reservoir’ of landless labourers 
by the 1930s. the Census classifying over 
half the rural population us agricultural 
labourers.’^ Tlius Chen's statement that 
in Gujarat this was a period when agri¬ 
culture was “not developing along capi¬ 
talistic lines” seems at least mildly sur¬ 
prising.’^ But Chen sometimes replicates 
the dc.scriptions of his immediate sources 
with a literalism that is liable to mislead, 
and that is certainiy the case here. M B 
Desai proposed two arguments, first, that 
the number of farmers relying exclusively 
on hired labour was ‘very small’, and 
secondly, that the acreage cultivated “with 
the help of hired labour” had gone down 
(.since the thirties).’^ Both arguments 
together were meant to show that “there 
is no tendency towards capitalistic farm¬ 
ing in Gujarat”. However, what Desai 
meant by ‘very small’ is shown by his 
reference to Ahmedabad: “In Ahmedabad 
instances of farmers depending entirely on 
hired labour for agricultural operations 
were not many...On a rough estimate it 
may be said that only about 10 per cent 
of the farmers depended entirely on hired 
labour”.’* Yet by the benchmailc of other 
districts elsewhere in the country. 10 per 


cent was on the high side. For example, 
Ramkrishna Mukhcijee estimated the size 
of the Jotedar/rich farmer class as 8 Mr 
cent of all rural families in Bengal.’’ In 
his own classification of the Deccan 
peasantry, Woodward estimated the 
‘higher class’ of rayats to be “not more 
than 10 per cent of the cultivating class”.’* 
Responding to the general tenor of 
WexHiward’s report, at least one official 
described this group of ‘prosperous agri¬ 
culturists’ as ‘rayat capitalists’ who were 
progressively dislodging the sowkars from 
the debt market.’** In fact, it is hard to see 
how a class of cultivators relying exclu¬ 
sively on hired labour could be substan¬ 
tially in excess of .some level such as ten 
per cent. Moreover. Desai him.self noted 
that all the ‘prominent classes of farmcrs‘ 
in the main Gujarat di.stricts such as Broach. 
Kaira. and .Surat, “employed hired labour 
in the fields”.*** As for the acreage covered 
by the application of different forms of 
labour (‘domestic’ and ‘hired’), Desai 
never explained from where these figures 
were obtained or how they were calcu¬ 
lated. No source is cited tor the table 
produced on p 152 of his hook. It is likely 
that the data for 1931 were drawn from 
the Census of that year, but Desai himself 
points out that the 1941 Census “dues not 
supply ilgurcs of persons in various ag¬ 
ricultural occupations”.** The only refer¬ 
ence to all this is a cryptic note which 
states that ‘The shares of dome.stic and 
hired labour have been ascertained by 
taking the number of workers from the 
tumily of the cultivator and outside and 
calculating the days fur which they worked 
in the fields during the year”.*’ It is not 
obvious what Desai meant by this but this 
method, clearly, would not have revealed 
the amounts of family/hired labour-time 
actually consumed or expended. Indeed, 
it is extremely doubtful if Ccn.sus figures 
could provide even the vague.st indication 
of this, since the compilers of the Census 
did not examine the pattern of labour ex¬ 
penditure on the model adopted, for ex¬ 
ample, by the ICAR studies of the 1930s.*’ 
The true extent and nature of differen¬ 
tiation might akso be concealed by an 
uncritical “ob.scssion with the average size 
i»f holdings”.*"* This is best demonstrated 
by Chen’s use of the UPZAC figures on 
the distribution of landholdings in UP. He 
notes, fur example, that “I.S per cent of 
the UP landlords hold 58 per cent of the 
agricultural land”, without the concomi¬ 
tant clarification that much of this land 
was in fact in the possession of a privi¬ 
leged tenantry that imposed formidable 
limits on the power of the taluqdars.*^ He 
also remarks, “the committee has found 


that 46,39,331 or 37.8 per cent of the 
cultivators have holdings of less than one 
acre...’’, without wondering whether such 
marginal holders could seriously be con¬ 
strued as agriculturists at all.** The UPZAC 
figures were the subject of trenchant criti¬ 
cism by both Neale and Stokes, who 
pointed out that a very large part of the 
rural proletariat of the United Provinces, 
who were merely allotment holders, were 
lumped together with the mass of agricul¬ 
turists proper.*’ The effect of this, para¬ 
doxically, was to obscure the profound 
differences between the ‘true agricultur¬ 
alists'. such as the more substantial peas¬ 
antry with which Charan Singh himself 
was connected, and the bulk of the rural 
poor, who. in UP at any rate, “crowded 
into the ranks of the lower tenantry”** 
rather than accumulating, more obtru¬ 
sively, as a mass of landless agricultural 
labourers. Stokes suggc.stcd that the Com¬ 
mittee “failed to obtain accurate figures 
of cultivating holdings” and grossly in¬ 
flated the numbers of cultivators through 
double-counting, so underestimating the 
average holding-*** More interestingly, the 
committee “stood at the end of a long 
tradition of UP Congress politics on ihe 
agrarian question. For its special purposes 
the committee chose to give prominence 
to the extrcme.s of the landholding struc¬ 
ture - at one end the large revenue-paying 
landlords and at the other the mass of petty 
agriculturali.sts struggling for existence 
6n minute holdings. It passed over in si Icnce 
the intermediate peasant elite...the calcu¬ 
lation of the average holding as an arith¬ 
metic mean was a wholly unreal 
process...For the average was completely 
thrown out by the mass of small holders 
occupying a relatively small portion of the 
land.”**** Since much cf Chen’s mono¬ 
graph docs in fact deal with ‘average’ 
holding size and the extent of ‘uneco¬ 
nomic holdings’, these criticisms of 
UPZAC’s evidence contain a more gen¬ 
eral relevance. 

The references that follow the notes 
update the bibliography contained in the 
monograph, but selectively, with no ref¬ 
erence. forexampic, toclassics like Krishna 
BharadwaJ’s Production Conditions in 
Indian Agriculture or to any of the femi- 
ni.st and directly ecological perspectives 
that have opened up since the eighties. For 
its part, the Atlas is bound to remain es¬ 
sential to any bibliographical list in the 
agricultural history of India and Pakistan. 
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51 Thomer (1962.8). 

52 Shukla tl937 116). 

53 Iyengar (1931 esp 113, 132), who refers lo 
the hhagelas as both ‘.serfs' and ‘employees', 
and to the zaimndars who employed them as 
both 'masters' and ‘employers' 

54 In the medieval countryside Ihe corresponding 
type of labourer was not Ihe serf but ihe 
'fainulus' or full-tiine labourer. 

55 Breman (1985) 

56 Thomer (1962 I73rf. at 1760- 

57 Thomers (1962 33..36). 

58 Ranga (1926 122) 

59 Sayana (1949 233-34). wrongly iransenbing 
'renter' in Range's passage as 'rentier' Cf 
.Salyanarayana (1990' 128-29) 

60 da Coiia (1999 91-94). 

61 See Varghese (1970 119-20), describing the 
famicrs behind the reclamations in the lowland 
areas of Travancorc as “capitalistic 
entrepreneurs'' and "capitalistic fanners ol 
the region" 

62 George (1987) 

6.3 George (1987 espA-145. 146) 

64 George (1987 A -142). “the tenant cultivators 
of Kuttanad made the pulayas and parayas 
attached labourers at cheap rales of wages”, 
and passim 

65 Kumar (l%5 46) 

66 Muklicoec. RCAl vii 394-95. 

67 Kumar (1965 41. 45). 

68 Chaudhuri (1969 24If), who also notes that 
"The inaionty of .agncultural labourers were 
not bonded labourers”. 

69 Kheda Gazeiiecr, cited Bales (1981 788) 

70 Chaudhun (1969:241). 

71 Mukhci]ee. RCAl vii 3%. 

72 Duvvuiy (198651) 

73 Chen. Allas. 119. The 1951 Census claimed 
that the 1931 cslitnaie was grossly inflated, 
but Its own concepts were thoroughly confused 
and subjected to a devastating attack by 
Thomer (1962 HlfO. 

74 See note 16 above. 

75 MB Desai. Rural Economy ol Gujarat. 151 ff, 
leading Paid (1952), lo conclude that 
“capitalist farmers are much less than 5 per 
cent of total cultivators.. ”! 

76 Desai Rural Economy. 153; emphasis mine 

77 Mukhciji (I986;PE-I9). 

78 Woodward (n 21 above), 336. 

79 Justice West on the report of H. Woodward, 
n Papers relating lo the Deccan 
Agnculluri.sis' Relief Act In. 21 above). 389. 

80 Desai, Rural Eionomy, 153-54 

81 Desai. Rural Economy. 21. 

82 Desai, Rural Economy. 153. n. I. 

83 Eg. Guha (1985 131). 


84 Stokes (1978:221). 

85 Chen, Atlas. 71, col ii. 

86 Oien. Atlas. 71, col iii 

87 Neale (I962.esp 276), Stokes (1978: Ch 9. 
esp 221 m. 

88 .Stokes (1978:221). 

89 Stokes (1978:221). 

90 .Stokes (1978:222-23). 
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SPECIAL ARTICLES 

From Crisis to Redesign 

A Lexicon for the New Financial Architecture 

Jayendra Nayak 

Several proposals made for re-architevturing the international financial system are fraught with moral 
hazard and could thereby raise the probability of future crises occurring, although their immediate containment 
may be easier. This paper examines alternative ways in which financial crises are analytically represented, 
where explanations based on the fickleness of sentiment and of the panic that ensues compete with explanations 
based on the real economy antecedents and underpinnings of the crisis. Possible responses during a crisis 
are studied and measures for crisis prevention analysed. The implications of this for the new international 
financial architecture are discussed. 


THE frequency and intensity of financial 
crises in recent years is matched i>nly by 
the plethora of competing explanations of 
their underlying causes. TTicre is dis¬ 
agreement too on how economies and 
markets, once sucked into the vortex of 

L such crises, should extricate them.selvcs 
from the resulting turbulence. More 
^ recently, and provoked partly by policy 
statements from multilateral institutions 
and intcr-govemmcntal groups, there have 
been suggc.stions on how such crises could 
be better prevented, including through a 
radical redesign of the standards, rules and 
governance structures that influence 
international financial Hows. Here too, the 
several proposals which have been made 
seek to tug governments in contrary 
directions. I'hey cannot all he feasible 
and. where feasible, they cannot all be 
light. 

This paper provides a rapid guided tour 
through this rough and sometimes 
incon.Mstent terrain. The l‘.)‘J()s have 
chronicled an extensive set of financial 
crises: ERM. Mexico, cast Asia, Russia, 
Brazil and Long-Term Capital Manage¬ 
ment (the last a crisis quickly contained), 
as also some spectacular dcrivati ves losses 
like Barings and UBS. Some crises have 
started with a run on banks, others in a 
steep fall in the domestic currency, and 
in .several cri.ses the two markets arc 
inextricably linked. A useful starting pers¬ 
pective is to recognise that in all crises, 
explanations based on the fickleness of 
sentiment and the panic that ensues, 
compete with explanations based on the 
real economy antecedents and under¬ 
pinnings of the crisis. If international 
financial markets were informationally 
efficient, they would react quickly but in 
moderation to fresh news about changes 
in fundamentals. Instead, as they 
sometimes react through episodic crashes, 
changes in investor sentiment must 


necessarily be incorporated into the 
analysis. 

The paper is divided into six parts. The 
first two sections examine alternative 
explanations o! crises based on apparent 
in ve.stur irrationality and on c.scalating risk. 
The third section discusses possible 
respon.ses during a crisis. The next two 
.sections examine how crises may be 
prevented, first through measures taken at 
home, and then through the creation of 
what has come to be ambitiously termed 
the new international financial architec¬ 
ture. A final section offers concluding 
comments. The paper focuses on con¬ 
ceptual issues, including ways in which 
crises arc analytically represented, rather 
than on their empirical characterisation. 

I 

Are Investors Irrational? 

Several explanations of crisis are 
anchored to the apparently inexplicable 
behaviour of investors and lenders, and of 
the panic that this behaviour can generate. 
Even where it is conceded that there are 
weaknesses in the fundamentals (the 
banking system may be fragile, the current 
account deficit may be high or firms may 
have leveraged dangerously by borrowing 
overseas) the suddenness with which crisis 
descends is inexplicable, triggered by a 
dra.stic .shift in sentiment but without any 
perceptible change in fundamentals. In 
characterising this, the build up of 
sentiment is as important as its implosion. 
Economists have had a long-standing 
fa.scination with bubbles. 

Bubbles; Tliesc are rapid incrca.scs in 
asset prices, unrelated to fundamentals, 
occurring as a continuous process with a 
ri.se at any point in time fuelling ex¬ 
pectations of further price rises. As.scts arc 
mispriced when prices diverge from their 
fundamental values, but in the case of 
bubbles the divergence is more than a 


random disturbance. Today’s price is high 
because tomorrow's price is expected to 
be higher. When expectations arc reversed, 
bubbles arc followed by crashes. Here 
again, sudden price reversals on account 
of nev/ information entering the market 
would not he regarded as a bubble 
imploding, hut where .sentiment changes 
without significant new information, it 
would. It has been customary to 
characlcri.se .several intense price brams 
as repre.scming bubbles, from the Tulip 
Mania in Holland in I b.16 tothe South Sea 
and Mississippi bubbles in 1720.' More 
recent empirical work suggests however 
that investors responded rationally to 
market fundamentals in thc.se ca.scs, and 
these were therefore not bubbles.^ This 
has spawned analytical work which has 
questioned whether bubbles are at all 
sustainable over long periods of time, and 
also whether bubbles can be rational in 
the sense that the mispricing is a function 
of tundamcntals.^ TTic jury is out on 
whether the run-up to the cast Asian crisis 
represented a bubble. Arguably, con¬ 
firmation by hindsight may be irrelevant, 
as it is the beliefs of investors at the time 
that are germane. In a sentiment-centred 
explanatory model, it suffices forinvc.stors 
to believe that a bubble has formed which 
is likely to implode. It leads to herding and 
contagion. 

Herding and contagion: While herding 
refers to the similarity of behaviour by 
investors wiihin a market, contagion refers 
to simi larily ai ross markets, and both have 
acquired a new found relevance after east 
Asia. They arc widely regarded as evidence 
of irrational investor behaviour. Investors 
herd when they respond weakly to direct 
information signals from markets where 
they have invested, but instead mimic 
closely the behaviour of other investors 
in these markets. Herding could, however, 
represent rational investor behaviourunder 
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certain situations, for instance where an 
investor without strong research 
capabilities in a market imitates the 
investing pattern of an investor with such 
capabilities. Even for investors who are 
strongly research-driven, their private 
information about markets may differ from 
price signals emanating from these 
markets. For instance, an inve.stor may be 
more optimistic than the widening spreads 
on sovereign bonds issued by a government 
may warrant. Yet he would trade more 
proFitably if he were to be guided by bond 
prices rather than by his optimism. Again, 
if investors react in a broadly similar 
manner in correlated markets (those which 
are at the same stage of growth and have 
similar riskcharacteristics)contagion could 
well represent optimising behaviour. 
Within the new lexicon of financial crises, 
therefore, there are situations where 
herding and contagion can repre.sent 
rational behaviour. So can financial 
volatility and noi.se. 

Excess volatility and noise: Price 
volatility increases during a financial crisi.s, 
and this enhanced volatility is also often 
regarded as irrational. The notion of excess 
volatility is, however, conceptually 
meaningless, as there is no benchmark for 
normal volatility, even when financial 
markets appear relatively stable. Instead, 
it is standard analysis to regard financial 
markets as peopled by information traders 
(those who trade on authentic and accurate 
information) and noise traders (those who 
do not, including tho.se who trade purely 
for generating liquid funds). Noise traders 
bring liquidity to markets, but also lead 
to asset prices diverging from their funda¬ 
mental values. While the proportion of 
noise trades would arguably increase 
during a financial crisis, noise trading is 
often profitable over short time horizons, 
and therefore represents rational investor 
behaviour.^ 

Hedge funds and leveraged positions: 
After cast Asia the behaviour of portfolio 
investors, and particularly of hedge funds, 
is sometimescharactcrisedxs destabilising. 
Hedge funds typically leverage strongly, 
and shifts in their perceptions of markets 
can therefore have a multiplier impact on 
markets, exacerbating market volatility. 
Notwithstanding this, a reality check on 
cast Asia confirms that the financial 
reversals there during the crisis were 
dominated by overseas creditors, and 
portfolio investors into equities had a much 
milder impact.^ Further, while hedge funds 
have attracted much criticism, it is 
necessary to recognise the dichotomy 
within these funds: there are the.directional 
players, who take a long-term view on a 
mat ket and are prepared to commit capital 


towards betting on this view; and there are 
other hedge funds which play on price 
differences between complementary 
markets (such as between a stock index 
andeertain pivotal stocks which constitute 
the index or between differently rated 
bonds). It is really the directional players 
who.se leveraged positions particularly 
accentuate the pressure on markets (as 
with the ERJM), but most hedge funds do 
not fail into this category. 

The multiple equilibria model: This 
model has become central to expectations 
based analyses of financial crises. The 
model is self-fulfilling in that changes in 
expectations lead to shifting equilibria. 
The model was first developed to explain 
bank runs, in a context where banks issue 
liquid short-term liabilities to depositors 
and have long-term illiquid assets in the 
form of loans.^ If depositors' expectations 
change suddenly, as in a panic, the outcome 
can be self-fulfilling. A high asset price 
equilibrium gives way to a low asset price 
equilibrium, not because the bank is 
initially insolvent but through a dramatic 
change of expectations among depositors, 
leading them to withdraw their deposits. 
The resultant sale of illiquid assets by the 
bank at prices significantly below their 
value on its books forces it into insolvency. 

What begins then as a crisis of illiquidity 
soon develops into a crisis of insolvency, 
and the model has been extended to cover 
external country debt where short-term 
overseas creditors lend either to longer- 
term projects or to domestic banks whose 
assets are illiquid. Banks generalise to 
countries in this view, and external 
creditors then lend against the balance- 
sheet of a country (represented by its 
macroeconomic policy stance and 
economic indicators like the level of foreign 
currency reserves and the govemmenf s 
fiscal deficit). The central bank has short¬ 
term liabilities (payable out of its reserves) 
and long-term as.sets, and a run by creditors 
triggers a currency crisis. 

How credible is this model? It clearly 
contains no explanation of why expec¬ 
tations may change, and illiquidity and 
insolvency are often difficult to tell apart. 
“Given that everyone thinks that everyone 
else w'll withdraw their funds, each 
individual should immediately withdraw 
his funds. If only the depositors had stayed 
calm, the assets would have paid off thereby 
justifying the depositors' faith ih the bank 
The equilibrium outcome for the bank - 
good or bad - then depends entirely on 
the passions of its creditors. This is the 
most successful model of a banking crisis 
in the economic literature.*'^ 

Notwithstanding this cynicism about the 
‘blackbox’ nature of how panic develops. 


the model has found a new-found 
popularity in recent years and has been at 
the centre of several economists' 
explanations of the crises of the 1990s. 
The Korean crash and the Mexican 
currency crisis seem particularly appro¬ 
priate examples of multiple equilibria 
arising out of panic-driven changes in 
expectations. The reason for the panic may 
well be irrational, but the key point is that 
the investor response to it within the model 
is rational. It is rational for an investor to 
panic when all other investors do. 

Second generation currency crisis 
models: Currency crisis models build in 
greater behavioural details of the responses 
of agents. The models recognise that it is 
the capital account rather than the current 
account that triggers balance of payments 
crises, and provide explanations for steep 
currency devaluations in a market which 
pits currency speculators against the 
government. In first generation models of 
currency crises, speculators optimise while 
the government adopts a rule-based 
approach to (say) credit expansion and 
pegs a key currency price.^ Rising domestic 
credit induces speculators, without warn¬ 
ing. to strip the government of its reserves, 
and the attack is timed to prevent specu¬ 
lators from earning subsequent speculative 
pronts, implying that speculators operate 
in a competitive market. The currency 
consequently crashes when reserves are 
positive, and the timing of the crash 
^emerges endogenously from the model. 

' In second generation models the govern¬ 
ment optimises by choosing an exchange 
rate, while speculators have expectations 
about the future value of the cunency. 
These expectations can alter randomly, 
and consequently these mtidels do not 
solve endogenously for the timing of the 
crisis, and belong to the family of the 
bank-run model which leads to multiple 
equilibria.^ These currency crisis models 
will henceforth also be referred to generi- 
cally as the multiple equilibria model. 

II 

Domestic Firms and Banks: 

Escalating Risks 

In contrast to the formalism of multiple 
equilibria models, explanations mure 
firmly anchored to changes in funda¬ 
mentals can be expected to offer a more 
intuitive story of financial crises as they 
unfold in particular countries. Yet (he 
macroeconomic story is a puzzle. East 
Asia has shown that financial crises can 
occur even when economies have a high 
underlying rate of growth supported by 
exceptionally high saving rates, the fiscal 
account is comfortably in balance, and 
inflation rates are low. Crisis can attack 
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countries where, in addition, the current 
account deficits are moderate.*^ It is the 
microeconomic weaknesses, and the 
inadequacie.s of the regulatory and 
supervisory mechanisms within the 
financial sector to contain them, which are 
prone to trigger the crisis. In east Asia 
domestic firms and banks voluntarily took 
on dangerously high levels of risk, thereby 
precipitating the crisis. Banks took on 
unduly high risks on both sides of their 
balance-sheets, leading to adverse selection 
in their asset portfolios and vulnerability 
in meeting their liabilities. Worse, during 
the crisis .some of the very bc.st financial 
intermediaries and corporates faced the 
spectre of acute insolvency. This 
phenomenon cannot then be captured 
within the analytical framework of 
marginal firms falling prey to moral hazard, 
but becomes a deeply systemic problem. 

Although there may not he government 
profligacy, the consensus after cast Asia 
has run as follows; by leaving the re¬ 
structuring and reform of the financial 
sector to laie in the pniccss ol economic 
development, difficulties cascade for the 
effective regulation and supervision of the 
sector. When credit expansion is brisk, 
and the number of hanks and other credit 
institutions permitted to grow rapidly, their 
supervision needs to be backed by dis¬ 
closures which alert supervisors to weak¬ 
nesses in asset portfolios and by a legal 
sy.stem which permits ready enforcement. 
While this consensus might have estab¬ 
lished an agreed agenda for ft nancial sector 
reform, moral hazard and adverse selection 
are ubiquitous and their containment pro¬ 
blematic, as the examples below indicate. 

Asset financing: Adverse .selection is 
aggravated when high levels of a.sset 
financing by banks occur, whether for real 
c.state or for equities, based less on rigorous 
analysis of project viability or borrower 
creditworthiness and more on the 
availability of collateral. Whenthel usine.ss 
financed becomes insolvent and asset 
values fall sharply, banks stand exposed 
as possessing insufficient collateral.'' This 
is part of a wider problem of poor quality 
lending which includes credit being 
channelled preferentially to borrowers 
identified by governments. 

Corporate leveraging: One of the 
distinctive features of ca.st Asian firms 
was that they were highly leveraged. The 
extreme case was in South Korea where 
the top SOchaebols had an average gearing 
of 4.70 at the end of 1996, but debt 
financing rose elsewhere in east Asia as 
well. Between 1988 and 1996. average 
interest expen.ses of the business sector as 
a proportion of GDP doubicdini ndonesia. 
South Korea and Malaysia, and rose to 2.5 


times in Thailand. When the quantity of 
outside debt rises so sharply during the 
buoyancy of a business cycle, its quality 
is in danger of deteriorating. A sharp ri.se 
in the propomon of credit to GDP then 
presages the accumulation of non- 
performing assets.** 

Overhorrowing in foreign currency: 
With overseas debt the firm is subject to 
a double whammy, and the impact of 
currency depreciation on a steep corporate 
debt overhang can hasten corporate 
insolvency. This impact is still containable, 
however, i f foreign debt is suitably hedged 
or if the composition of foreign debt in 
total corporate debt is small. Exchange 
rate pegs which are strongly defended can 
lead to a dangerously high level ol 
unhedged foreign borrowing during the 
run-up to a crisis ‘ ’ 

Absence of currency derivatives: Moral 
hazard is implicit when governments 
maintain pegged c xchange rates (or indeed 
narrow band exchange rates). By providing 
an illusory view that currency risk is benign, 
they also retard the development of a deep 
and liquid foreign exchange derivatives 
market, where each borrower lirm could 
manage its own currency risk. Emerging 
markets typically miss this point, with 
both the government and market 
participants believing that the primary 
responsibility lor managing currency risk 
lies with the central bank. Instead, central 
banks would do well to foster the creation 
of an onshore liquid currency derivatives 
market, in the absence of which such 
markets invariably move offshore, and 
unhedged domestic investors arc the worst 
hit when the markets fall steeply. 

Implicit guarantees: Many overseas 
creditors have lent to banks, to finance 
companies and (in .some countries) to 
corporates in emerging markets on account 
of higher yields backed by the perception 
of implicit credit guarantees. Some eco¬ 
nomists argue that this was the proximate 
cause of the sell-off in east Asia in 1997, 
as creditors realiscdthat implicit guarantees 
were worthless,*'' If risky outcomes arc 
represented by a probability distribution, 
creditors often lent as though the lower 
tail of the distribution did not exist. 

Perceptions of implicit guarantees arose 
because cast Asian governments, in 
pursuing a strategy of making available 
credit to indu.strial firms, could not allow 
the banks to fail, thereby making it very 
attractive for overseas creditors to lend to 
such banks on:c the capital account on the 
balance of payments was liberalised. This 
is an important distinguishing factor 
between east Asia and Mexico.'*’ 
Underdeveloped equity markets: 
Underdeveloped equity markets make it 


easier for corporates to raise debt and 
thereby riskover-leveraging.Liquidequity 
markets facilitate inflows of capital which 
are subject to less volatile swings (as these 
markets are more self-correcting than short¬ 
term debt markets) and therefore lower the 
risk in permitting foreign capital inflows. 
The.sc markets become deeper and more 
liquid when supported by a large and fast 
growing domestic fund management 
industry. 

Ill 

Fighting the Crisis 

Inadequate instruments - the macro- 
economic dilemma: For economies with 
liberalised capital accounts which are 
sucked into the vortex of a crisis whose 
outcome can have multiple equilibria, two 
priorities compete immediately for 
government's attention; maintaining con¬ 
fidence among overseas investors; and 
ensuring that the crisis docs not drive local 
firms and banks with extensive unhedged 
foreign currency borrowings into in¬ 
solvency. Both require the exchange rate 
to remain stable, for otherwise a vicious 
cycle develops of falling exchange rates, 
loss of overseas confidence, further 
outflows apd an even steeper exchange 
rate fall. In recent crises and in the very 
short run, governments with the a.ssistance 
of the IMF and other multilaterals have 
reached out for three mechanisms to keep 
the exchange rate stable: sharply raising 
interest rates; organising an overseas debt 
reschcdulcment; and negotiating alter¬ 
native lines of credit to substitute for the 
outflows. If confidence docs not return 
quickly, and the limits to debt re¬ 
schcdulcment and alternative credit lines 
have been exhausted, more overseas 
investors can he expected to leave, and the 
pressure on the cuncncy can he relieved 
only through periodic rises in the interest 
rate, which very .simn lead firms into 
in.soivcncy. If the currency is allowed to 
depreciate in order to relieve the interest 
rate pressure on firms, confidence is further 
enxlcd, outflows resume and pressure on 
the exchange rate further tightens. *^ If the 
crisis was triggered through a realisation 
of the fragility of banks, the latter need 
to be rapidly recapitali sed, putting renewed 
pressure on the government's resources 
and risking a further hike in interest rates. 

The vicious cycle can be expected to 
continue until a drastic import compression 
leads eventually to a balance on the external 
account, and the financial crisis thereby 
leads to a large output contraction. A s they 
have grappled with this, governments have 
sought an enhanced level of liquidity 
support from the multilateral institutions 
and industrialised cenintry governments. 
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while broadening their intervention 
options to include fiscal support to the 
banks and the imposition of exchange 
controls. In assessing the impact of these 
macroeconomic policy interventions it is 
helpful to distinguish between what have 
been described as hard-money and soft- 
money strategies.'^ 

The hard-money strategists would 
defend the exchange rate at all costs in the 
belief that this is critical to recreating 
investor confidence. Of course, the credit 
squee/.e needed to support this will 
compromise the ability of the government 
to recapitalise banks, but the latter cun be 
phased in as long as the exchange rate is 
stable provided local depositors do not 
withdraw their money. The very high 
interest rates needed to achieve this would 
very soon make firms in.solvent and the 
success of this strategy therefore depends 
on the quick restoration of overseas 
confidence. 

The soft-money critics argue that 
domestic in.solvencies will occur faster 
than the restoration of overseas invc.stor 
confidence, and the avoidance of ex¬ 
cessively high interest rates is critical to 
preventing banks and firms from 
defaulting, llie defaults would besy.stemic 
and not just alfect some banks and firms. 
They argue that pressure on the currency 
would ea.se it deep lines of multilateral 
credit could be made available and that 
global finance should be ‘re-architectured’ 
to build in such contingency financing. Of 
course, without such financing in place 
the exchange rate will fall and the soft- 
money strategy will be ineffective, unless 
capital controls are imposed leading to a 
temfxirary cessation of payments. 

The IMF.stecrcd a course in Asia between 
these two strategies. It advocated high 
interest rates but not necessarily to the 
point where the exchange rate would be 
stable, necessitating an external financing 
package which it put together for Thailand, 
Korea and Indonesia. The financing 
package, however, turned out to be in¬ 
adequate tc prevent the currencies from 
falling in the short tenn. It also demanded 
of governments a high level of fiscal 
restraint (despite government finances 
being very much in balance), which further 
added to recession. The IMF package 
attracted criticism from both sides of the 
debate, and certainly did not stem the 
outflows immediately. Hard-money 
advocates likecunency boarders and those 
who argued that cronyism lay at the heart 
of the crisis were critical that the underlying 
weaknesses were not seriously addressed, 
while soft-money protagonists were 
equally critical advocating that interest 


rates be kept low and the structural reforms 
be deferred to after the crisis had abated. 

The suspension of payments: In both the 
multiple equilibria mcxiel of bank runs and 
its extension to currency crises, the tem¬ 
porary suspension of payments is clearly 
a feasible option. Malaysia imposed 
controls on capital outflows in 1998 to 
ward off its currency crisis, and removed 
most of them a few months later. Timing 
is critical to such a strategy, and the 
Malaysian intervention was both 
unanticipated and well timed.'” It is clear 
then that selective and properly structured 
payment suspensions can be effective. 
A crucial que.stion is whether such 
temporary suspension in payments will 
affect future inflows. It must surely do .so 
when governments make a habit of 
suspending payments as suspensions will 
no longer be unanticipated. Empirical 
evidence is slender on whether a one-time 
suspension will be detrimental to future 
inflows, and the longer-term impact of the 
Malaysian control on outflows will need 
to be assessed."* 

IV 

Preventing Crises: Measures 
at Home 

The first lesson of the crises of the 1990s 
is that the regulation of banks and of 
capital market organisations must keep 
pace with their growth, and that they must 
at all limes be adequately capitalised. Most 
emerging markets do not meet with these 
requirements and undercapitalised banks 
will increasingly lack credibility. Super¬ 
visory systems ate inadequate, and when 
the financial system is threatened with 
crisis, the confidence of depositors and 
investors can enide rapidly. Enter the world 
of multiple equilibria. 

Surveillance and early warning systems: 
Surveillance demands higher levels of 
transparency through better disclosures 
from banks and other key financial 
intermediaries, as also from the govern¬ 
ment and its central bank. These generally 
help to make the market mote efficient.^® 
In the build-up to the east Asian crisis, the 
extent of unhedged foreign liabilities 
contracted by Indonesian firms was 
unknown and the level of South Korea’s 
reserves was fuzzy.^' 

Better risk management: Effective risk 
management systems presuppose the 
existenceof deepequity and bond markets, 
and regulators need to pay attention to 
evolving a suitable market microstructure 
which encompasses efficient price 
discovery and a liquid derivatives market. 
Governments have often tended to regard 
this as a second generation issue in capital 


market reform and this has continued to 
keep markets illiquid. The development of 
liquid equity mailcets will also encourage 
larger overseas portfolio investments in 
equity. Bank and currency runs are 
essentially crises of debt markets, and a 
larger proportion of inflows in the form 
of investments in equity will reduce panic- 
driven runs, as equity markets are more 
self-correcting.22 

Capital controls: Controls can be 
imposed oninflowsandonoutflows. While 
the risks to emerging markets of an inte¬ 
grated global Financial system have recently 
been strongly highlighted,^^ the gainsneed 
to be more clearly articulated. While the 
arguments supporting the welfare gains 
from the trade in goods may not hold for 
the trade in equities and bonds, what is 
critical is whether capital inflows lead to 
substantial long-run efficiency gains. There 
are two reasons for believing that it might: 
It enables the production base to be diver¬ 
sified, leading to the successful financia.1 
closure of projects in sectors such as 
technology and infra.structure, and thereby 
makes the output base of these economics 
less risky; and by helping to create a more 
complete set of equity and bond markets 
it provides for .superior risk management 
and liquidity. 

Controlson outflows are almost certainly 
unworkable, and will strongly deter 
inflows, unless the suspension of payments 
occurs during a financial crisis and is seen 
U> be temporary, as discussed earlier. 
Instead, foi highly indebted countries it 
would be preferable for governments to 
plan for an adequate level of liquid reserves 
in order to handle bunched repayments. 
Large short-term foreign liabilities need 
to be matched by large short-term foreign 
assets, and over time the foreign 
repayments schedule would need to be 
better spaced out. 

A tax on capital inflows: The idea that 
capital inflows should be taxed is an old 
one.^^ The discouraging of short-term 
inflows into equity is common in many 
countries, through the higher ta,xation of 
short-term capital gains. It is the higher 
short-term taxation of debt flows which 
borrowing countries have hitherto been 
averse to. One exception is Chile which 
from 1992 to 1998 had an implicit tax on 
all non-equity capital inflows by requiring 
that another 30 per cent of such capita) 
be placed as a one-year deposit, earning 
no interest. Despite this, capital inflows 
into Chile have been strong and Chile’s 
short-term external debt reduced from 27 
per cent to 11 per cent of its total external 
debt during this period. The cost of im¬ 
posing such a tax is higher interest rates. 
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and the tax would clearly be recommended 
only when there is a surge of inflows and 
when persistent current account deHcits 
do not exist. The argument may therefore 
not be generalisable to all emerging market 
borrowings. Lenders in international 
markets are also increasingly irked by such 
taxes, and markets strive to shift offshore 
to avoid such taxes. Chile’s eventual dis¬ 
continuance of its implicit tax was a recog¬ 
nition of this. Further, if tax rates are set 
modestly, currency traders are ready to pay 
the tax during a currency crisis in order 
to speedily exit from the currency, and the 
tax is then ineffective in preventing 
outflows. 

Will wider overseas ownership help? 
One suggestion made is to encourage a 
wideroverseasownershipofdomcstk bank 
branches, implying that bailout costs to 
the government would reduce.--' This is 
among the more oKscure arguments for 
increasing foreign ownership of the 
domestic banking system, and is unlikely 
to be persuasive. Further, there is an implicit 
bias in this statement that forcign-owned 
banks will lend more prudently, for 
otherwise if depositors in such banks are 
largely domestic, the multiple equilibria 
problem arising from panic cannot be 
wished away. While the fi.scal management 
of the crisis may be easier, it will do little 
to mitigate the banking crisis, and if the 
foreign bank is reluctant to bail out 
depositors the pressure on the government 
to do so will be strong and the fiscal gains 
illusory. Typically, foreign ownership of 
banking systems has accelerated in the 
wake of banking crises, rather than as a 
policy response to preventing cri.scs. 

V 

The New International Financial 
Architecture 

New ideas arc in the air about new 
institutions and rules to govern inter¬ 
national capital flows. They range from 
the incremenul (ensuring that there is better 
international crisis management) to the 
radical (a Bretton Woods II). In between 
lie a variety of institutional reforms to 
ensure that financial crises recede. Not all 
the proposals made seem feasible. 

Many of the proposals have emanated 
as official policy statements incorporating 
regulatory ideas and governance structures. 
The US has proposed the creation of a 
contingency finance mechanism anchored 
to the IMFtoextend credit lines to countries 
not yet experiencing a fulfledgcd crisis, 
but whose stability is potentially 
threatened. The UK government has pro¬ 
posed a permanent Standing Committee 
for Global Financial Regulation en¬ 


compassing the World Bank the IMF. the 
Basle Committee and other regulatory 
groups. The French have proposed autho¬ 
rising the Interim Committee of finance 
ministers of the IMF to exercise additional 
powers to deal with crises. The IMF has 
emphasised transparency, better dis- 
c Insures, bailing in of private creditors and 
the consent of governments for the IMF 
to release sensitive country data on its 
own. The G-7 at its 1999 Cologne Summit 
established a consultative body called the 
Financial Stability Forum to identify areas 
where regulatory changes might be needed, 
without recommending the exact details 
of change. Proposals have also emanated 
from academics and investors. George 
Soros has propo.scd an international debt 
insurance corporation, Jeffrey Sachs an 
international bankniptcy court, and Henry 
Kaufman an international credit rating 
agency. We examine some of these 
suggestions below. 

International deposit insurance: 
Depositor panic about the .solvency of a 
bank, as in the multiple equilibria mcxlel, 
can clearly be avoided through deposit 
insurance. The extension of this miKlel to 
cover overseas hoi rowings provides the 
rationale for international debt insurance. 
Soros’ proposal tor an international 
corporation to provide such insurance puts 
limits on the extent to which each country 
could borrow while remaining insured, 
and borrowings in excess of this would 
lack insurance. The customary moral 
ha/.ard problems remain. Deposit insurance 
allows the borrowings to be laised at a 
lower interest rate than the risk of the 
portfolio would warrant; and banks 
continue to have an incentive to lend 
imprudently. Clearly also debt defaults on 
uninsured loans will keep alive the 
possibility ot panic, though on a reduced 
scale. The .setting of insurance limits will 
also be a politically contentious issue. 

An international lender of last resort: 
litis institutional device is seen as an 
alternative to international deposit 
insurance in the context of the multiple 
equilibria model, though the moral hazard 
problems remain. How deep would the 
pockets of the international lender have 
to be in relation to the financing packages 
which the IMF has put together in recent 
years? One .study estimates that such a 
lender might need access to I tnllion, 
and that during the 20 years up to 1996 
(and excluding the cast Asian crisis) there 
have been 59 banking crashes in the world 
on which government bailouts cost 9 per 
cent of GDP in developed countries and 
4 per cent of GDP in industrialised coun¬ 
tries.^^ The moral hazard of bailouts has 


clearly been expensive for governments. 

Notwithstanding this it is possible to 
argue that the large financing packages in 
recent years do indicate that there has been 
a lender of la.sl resort, except that it has 
not been explicit. For instance, the G-7 
gmup of industrialised countries has been 
cast in this role, acting in concert with the 
IMF, and beginning with the $50 billion 
financing package for Mexico. Making it 
explicit would help generate a larger 
resource base for such contingency 
financing, reduce country bia.ses in the 
speed and si/c of the financial package, 
and provide for coherence and broad 
uniformity in such packages.-^ It would 
also make it possible to prequalify countries 
in terms of adherence to specified macro- 
economic and regulatory policy norms.^^ 
Finally, if the pockets arc indeed deep, 
speculative attacks (as in the multiple 
equilibria mixlel) would be successfully 
averted, and the contingency facility would 
then not be drawn. Hie danger in setting 
up such a mechanism, however, is that it 
could encourage imprudent lending by 
overseas creditors and more lax standards 
of supervision by domestic supervi.sors. 

A world i-entral hank: Tliis proposal 
goes further and requires the issue of a 
world currency. It mu.si be ruled out as 
infeasible, as the sharply differing fi.scal 
positions of .some governments imply that 
these countries will not benefit equally 
through a uniform monetary policy. The 
world is nut an optimal cunency arca.^^ 

An international bankruptcy court: 
Bankm ptcy laws di ffer signi ficantly across 
countries and the puipusc of an 
international bankruptcy ctairt is In pr\)vide 
uniformity by giving an illiquid debtor 
lime to sequence its lepaymcnts while 
continuing to remain in business.'" In this 
.sen.se. ihe court would provide for a tem¬ 
porary suspension ot payments to creditors, 
thereby achieving a broadly similar 
objective of damiieniiig panic as the other 
institutional mechanisms discussed above 
seek to do, and would write down the 
value of outstanding debt if the firm is 
judged to be insolvent. It al.so would not 
require extensive f unding to be put together 
as in the ca.se of the lender of la.st resort.'* 

For the bankruptcy court to be effective, 
however, it would need to be invested with 
powers to appoint recei vers to seize assets, 
and administrators to manage firms. Most 
governments of developing countries will 
be unu.scd to such enforcement powers 
being ceded to an overseas court, and in 
order for this to he feasible a major change 
would be needed in the manner in which 
some governments visualise the objectives 
of bankmptcy law. It appears more feasible 
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for common standards of bankruptcy law 
to be laid down, and for domestic laws 
to adopt them. 

A global regulator: The idea of a global 
regulator is prompted by several factors; 
for banks the Basle Committee norms 
stipulate one set of uniform norms; for 
cross-border offerings IOSCO, the inter¬ 
national federation of securities regulators, 
has also set common standards; and we 
now have a global regulator for trade in 
goods. While the enforcement of uniform 
norms for capital flows might be as proble¬ 
matic as in the case of banks, there is a 
deeper problem in that overtly conservative 
global regulatory norms for international 
capital flows might shrink world markets 
forTinance. Di.ssimilar national regulatory 
standards, coupled with differing tax laws, 
have in the past led to regulatory arbitrage 
and fuelled the growth of new financial 
markets which have competed succe.s.sfully 
with the traditional markets and affected 
profoundly the ways in which firms can 
rai.se money The issue is remini.scent of 
the literature on the problems of inter¬ 
national macroeconomic co-ordination 
which could blunt international com¬ 
petition.^^ 

Bailing in: Bailouts raise moral hazard 
problems, prompting criticism that with 
each such bailout the probability of a 
succeeding crisis increases, contributing 
to more risky behaviour by borrowers, 
creditors and others. Thus it is argued that 
the Russian crisis was induced by the 
recklc.s.sne.ssof overseas creditors, induced 
by the successful Mexican bailout. It has 
therefore been propo.sed that existing 
creditors should bail in the borrowers 
through a voluntary rc.structuring of debt. 
While overseas banks have rescheduled 
their debts in the wake of recent crises, 
it is bondholders who are now sought to 
be brought within this framework, and 
such a bailing in facility would then need 
tobcexplicitly written into bond contracts. 
The impact of this would be to make debt 
more expensive as creditors levy a .suitable 
risk premium for bailing in. More radically, 
it could also impact on the way in which 
international finance has evolved in the 
last three decades, and lead to the gradual 
replacement of transactions related banking 
with a relationship mode of banking.” 

Self-supervision through subordinated 
debt: A weaker alternative is to introduce 
.self-supervision within the banking system, 
by mandating each bank to is.sue sub¬ 
ordinated debt to other banks, the yield 
on this debt being capped. Debt holders 
then face only a downside risk of losses, 
inducing them to be more vigilant about 
the performance of the banks whose debt 
they hold. While this could indeed 


incentivise more prudent banking, it opens 
up que.stions of* whether inter-bank com¬ 
petitiveness would then erode. It also 
appears more feasible to implement this 
across banks within a country, rather than 
internationally. 

VI 

Concluding Observations 

Several of the grand schemes of re- 
architecturing the international financial 
system are fraught with moral hazard and 
could thereby raise the probability of future 
crises occurring, although their immediate 
containment may be easier. This is apparent 
if one envisions a situation where the 
probability of a crisis is low but its impact 
if it occurs is high. Several re-achitecturing 
propo.sals are motivated by the need to 
lower the adverse impact, but thereby raise 
the probability of a future crisis. Bond¬ 
holders in Russia in their recklc.ssncss are 
said to have taken comfort from the 
Mexican bailout. Proposals such as the 
IMF acting as an international lender of 
last rc.sort or providing for international 
deposit insurance fall into this category. 
How then can the exi.sting system be 
improved? Adopting the following two 
principles would help. 

First, although several of the proposals 
have been mooted with the intention of 
lacilitating financial crisis management, 
the new architecture ought to be concerned 
primarily with crisis prevention. Second, 
despite this when crises do occur the 
mechanisms to be deployed for crisis 
management ought to be those which do 
not have a moral hazard fallout by raising 
the probability of the next crisis. 

Let us exami tie thc.se principles in greater 
detail. While it is often argued that market 
stability during a crisis is a public good 
which ought to be fostered, international 
interventions to do .so also generate external 
diseconomies across borders. Investment 
in this public good should therefore 
preferably be the responsibility of domestic 
regulators, and international interventions 
restricted to cases where these dis¬ 
economies arc kept weak. There arc clearly 
several incremental improvements in 
domestic regulation and supervision which 
have been discussed in Section IV which 
would assist countries incrisis prevention. 
Increasingly in .several financial market 
segments, regulatory standards arc being 
judged by thcirconformity to international 
rules of best practice. Tighter standards 
will impose more rigorous risk-manage¬ 
ment requirements on borrowers, creditors 
and investors, require faster and more 
accurate corporate disclosures, demand 
tighter accounting standards, and require 
Early Warning Systems to be set up to 


forewarn of market weaknesses, and 
thereby make both the prediction and the 
management of future cri.ses easier, without 
altering the fundamental character of the 
market or diluting its informational 
efficiency. 

Not ail governments will move towards 
these at the same pace and, where regulatory 
progress is tardy, countries will continue 
to risk vulnerability. As international 
governance structures are now being pro¬ 
posed in order that the pace of conver¬ 
gence is faster, it is preferable that changes 
are wrought by such international forums 
working through domestically executed 
institutional and supervi.soiy measures 
rather than through the setting up of new 
international institutions. Illustratively, 
rather than create an international 
bankruptcy court it w'ould be preferable 
to reform domestic bankruptcy laws. Even 
in countries where bankruptcy laws have 
remained unreformed, reform of the law 
is likely to be more feasible and acceptable 
than ceding authority for receivership, 
liquidation and change of management to 
an international body. How would the 
latter change the management of a govern¬ 
ment-owned enterprise? 

The encouragement of liquid equity 
markets will also remove the debt bias 
whichcharactcrised financing inEast Asia, 
and a deeper currency derivatives market 
will encourage overseas borrowings to be 
jtetter hedged. Private contingency fina¬ 
ncing is a double-edged instrument. It is 
free of moral hazard and thus creates the 
right incenti ves whereby the creditor rather 
than the taxpayer takes the penalty during 
a crisis. But it will almost certainly be 
unacceptable in very liquid markets like 
the bond markets, as it would shrink liq¬ 
uidity to the point where the markets might 
cca.se to be transactions-relatcd. The com¬ 
plexion of international bond markets 
will change if they are to become relation¬ 
ship oriented through the bailing in by 
bondholders. Informational efficiency is 
arguably the best insurance against episridic 
crashes, and if international bond markets 
become more illiquid they will also price 
financial a.ssets less accurately and provide 
a poorer indicator of impending crises. 
The fuller implications of less liquid 
markets for the resource raising needs of 
firms will also need to be thought through. 

The idea of taxing capital inflows has 
also received a fresh airing, and its appeal 
lies in curbing inflows when there is a 
surge. At other times it will be seen as 
uncompetitive unless tax rates are set low. 
And when they are so set they will very 
likely be powerless in preventing outflows 
during a crisis. The tax will be viewed as 
a small price to pay compared to the capital 
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loss in staying invested. 

Despite these measures, crises will very 
likely continue to occur and will need to 
be managed. Crisis management measures 
would need to be built around such a 
framework without exacerbating future 
crises. Having a crisis manager in place 
would save precious time. Acrisis manager 
will persuade existing creditors to maintain 
credit lines while equity and debt are 
restructured. This is clearly easier when 
the crisis has emanated from the actions 
of one institution (like LTCM) rather than 
when herding and contagion characterise 
the market, but the restoration of 
confidence in the latter case is also strongly 
dependent on successful crisis manage¬ 
ment. There will need to be international 
agreement on investing authority in a single 
organisation to co-ordinate the manage¬ 
ment of the crisis. Governance structures 
for this are yet to evolve. 

Notes 

[An earlier version of this paper was presented 
at the UNDP-Developmcnt Co-operation Foniin 
Workshop on Asian Perspectives on Global isat ion 
and Human Security held in Tokyo on Augu.st 
5. 1999) 

1 See Kindlebcrger (1978). 

2 Garber (1990). 

.t See Obstfeld and Rogoff (1986) on sustain¬ 
ability, and Blanchard (1979) on rational 
bubbles. 

4 It IS easy to see that no trades can occur in 
a market with only information traders, as 
there would be no incentive to trade Noise 
traders can make money at the expense of 
information traders over short time horizons 
as prices can diverge further from funda¬ 
mental values during this period. The 
implications for financial markets of noise 
trading were first recognised by Black 
(1986). and the existence of noise consti¬ 
tutes a critique of the Efficient Markets 
Hypothesis. 

5 Short-term commercial bank debts were not 
rolled over and -an inflow of such credit of 
$ .^6 billion in 1996 was followed by an 
outflow of $ 27 billion in 1997. In contrast, 
portfolio inflows in 1996 of $ 12 billion were 
followed by outflows of $ 4 billion in 1997. 
Credit inflows began rising from 1994, with 
about two-thirds of it originating from Europe 
and Japan where interest rates were low 
and were attracted by an expected pick-up 
in yield. 

6 The model is based on the work of Diamond 
and Dybvig (1983), who drew upon earlier 
work by Bryant (1980). 

7 Folkerts-Londau and Garber (1999). 

8 In the Krugriuin (1979) model, speculators 
attack fixed exchange rate regimes, while in 
Salant and Henderson (1978) buffer stocks 
held to peg the real price of gold are attacked. 

9 See Obstfeld (1995). 

10 It was really only in Thailand that the current 
account deficit had soared, and had climbed 
to 7 9 per cent of GOP in 1996. In contrast 
the deficit that year was 3.3 per cent in 
Indonesia and 4.9 tier cent in Malaysia and 
Korea, deficits which were regarded as 


acceptable by financial markets. The 
Malaysian deficitwas infact down from 10 per 
cent the previous year 

11 At the end of 1997 the share of bank lending 
to the property sector varied between 40 and 
55 per cent m Hong Kong, 30 and 40 per cent 
in Thailand. Malaysia and Singapore, and 25 
and .30 per cent in Indonesia. The collapse 
of property pnccs enfeebled the banks So did 
the collapse ot the stock markets in Malaysia 
(where banks provided extensive credit against 
shores) and South Korea (where banks held 
substantial equities in companies) See 
Goldstein (I99K) 

12 Between 1988 and 1996, average interest 
expenses of the business sector as a proportion 
of GDP doubled in Indonesia. South Korea 
and Malaysia, and rose lo 2.5 tunes in Thailand 

13 See McKinnon and Pill (1997). 

14 Sec Krvgman (|998h). 

15 Sec Eichcngreeii (l‘>99). Unlike in Mexico 
where the overseas liabilities were those of 
the government (through the lenohtmos. 
which were dollar denominated bonds), in 
east Asia the liabilities were unhedged 
borrowings ot banks and firms, and therefore 
of the private sector Moral hazard, induced 
by investor perceptions of government 
behaviour, left ihe foreign borrowings 
unhedged. 

16 The suategy ot raising iniere.si rates sharply 
worked in the case of Mexico in 1994 (up lo 
75 per cent) and Hong Kong in 1997 It did 
not work os rapidly in the case of Indonesia. 
Thailand and South Korea The reason could 
be the high leverage of firms in these counincs 
Malaysia opted for capital controls. 

17 Krugman (I998a) 

18 Diamond and Dybvig (1983) show (hal the 
bank must know that it is .seeing the start 
of a run. and temporary suspension is then 
11 fully efficient mechanism lor eliminating 
multiple cqiiilihria. It can also be shown (hal 
this iiitormaiional requirement on banks - 
that they have accurate information about 
the start of the run - can be relaxed in part.al 
suspension schemes where progressively 
higher caps on withdrawal are imposed as 
the run occurs. Further, deposit insurance 
will not lead to superior outcomes unless ihc 
insurer has belter information than the bunk 
These propositions are proved in Wallace 
(1988). Rogolf (1999) contains a discussion 
of the.sc issues 

19 There are however plausible theoretical 
grounds for believing that it may not be 
detrimental In multiperiod models ot 
international borrowing, anefficient coniruci 
may not require full debt repayment in every 
state of nature, and when growth is un¬ 
expectedly low partial repayinent may be 
optimal. .See. forinstance, Grossman and van 
Huyck (1988) Rogoff (1999), while drawing 
reference to this, concludes nevertheless that 
in imposing controls the problems may well 
viutweigh the benefits. 

20 The multiple equilibria problem can however 
be aggravated by too much disclosure. Moiris 
and Shin (1998) develop a model to show that 
in currency attacks the absence of common 
knowledge about fundamentals can lead to a 
unique equilibrium. 

21 Borensztein, Mas.son. Be^, Milesni Fciretti 
and Pattillo (1999) contains an assessment of 
early warning system models which have been 
constructed in recent years. 

22 Rogoff (1999) argues that there are tliree 
biases against equity: insurance for bank 
deposits, the tendency for industrialised 


country-sponsored bailout packages to come 
to (he rescue of overseas bondholders, and Ihe 
stronger protection available to bondholders 
in bankruptcy courts 

23 See particularly Rudrik( 1997) and Bhagwati 
(1998). 

24 The Tobin (1978) lax is a tax on foreign 
exchange transactions. 

25 Calonians (1998). 

26 Rogoff (1999) 

27 The IMF's approach to recent financial crises 
has lacked uniformity. As The Ecmomisl 
(1999) observed, in Mexico investors were 
bailed out in return for tough macroeconomic 
policy changes which led to a severe recession 
hut restored investor confidence: in east Asia 
the financing package wos inadequate to boil 
nut all mvc.siors, countries were advised to 
devalue their cuireneies. but Ihc policy changes 
sought were equally lough, leading to a 
recession without immediately restoring 
investor confidence: m Russia the IMFendea- 
voured lo maintain exchange rates, but Ihe 
initial tinanciiig package was inadcquuti to 
restore confidence, leading lo an eventual 
currency devaluation and a debt default which 
further reduced confidence, while in Brazil. 
a large financing package to boost icserve.v 
was sanctioned before panic arose in order to 
prevent a currency devaluation, but was 
unsucce.sslul us .< domestic debt default oc- 
'-uricd from a provincial lo llic federal govem- 
iiieiil. signalling wcaknc.ss in fiscal reform. 

28 InliitcI998lheidcaofucontiiigencyfinancing 
liicilily lor the IMF was mooted, which would 
involve such prcqualificulion. whereby 
countries wXli well regulated financial systems 
and in giuxl standing would be eligible for 
the facility 

29 See Mundcll (1961) 

30 Frotagopists of such a court typically have 
chapters 9 and 11 of the (I.S bankruptcy laws 
in mind 

31 Sachs!I995)hassuggcstcdihalihcbankruptcy 
couri should have powers lo authorise the 
issue ol senior debt fur raising working capital, 
us this would help in keeping firms solvent 
while the pnicess of a possible restructuring 
of tlieir debts was under way 

32 Examples include Ihe Euro-dollar market on 
account ol U.S lux laws and Ihc large market 
for trading in Ihe Nikkci index futures in the 
.Singapore market on account ol the more 
rcsinctive regulatory requirements in Japan. 

3.3 .Sec Rogoff (1985) 

34 Fulkerts- Landau and Garher (1999) argue (hot 
several suggestions made within Ihe spini of 
the new international financial architecture 
which seek to move the financial system 
towards a relationship mode of banking will 
al.so set Ihc financial system back one 
gcneralion. 
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Replication in Milage-Level Studies 

Paul Hockings 

Village studies have long been done in India, either by British government personnel or by academics, 
particularly economic historians and social anthropologists. Some are highly quantitative, others rely more 
heavily on verbal description. In a relatively few cases the same village or set of villages has been restudied, 
and in one extreme case over a span of nearly ISO years. After briefly surveying some of the most useful 
of these longitudinal studies, the author describes in .some detail his own 27-year study of a set of four 
Badaga villages in the Nilgiri Hills of Tamil Nadu. All were clustered together, but represented different 
phratries and social strata in this traditionally peasant millet-farming community of 1.60,000 people. Some 
conclusions are drawn about the nature of modernisation here, and evidence is produced to suggest that 
the process - which involves universal schooling, reduced fertility rates, television viewing, and changing 
attitudes towards the family itself - is having a levelling effect on these particular villages, with the one 
that would traditionally have been lowest in .status now showing many progressive features. 


Longitudinal Studies 

IN most sciences - medical ones, for 
example -it is axiomatic that one successful 
experiment does not amount to adiscovery. 
The experiment, whatever it involves, must 
be subjected to replication by other 
scientists who try to maintain the same 
environing conditions in order to see if the 
previously reported results will he repeated. 

In the social and historical sciences such 
a procedure might seem highly desirable, 
yet a true replication is always beyond (he 
realm of possibility. An archaeoiogi.st who 
'discovers' a site like Lothal and excavates 
it. will never be able to pull the same trick 
off a second time: either there arc no more 
Lothals to he discovered because of the 
depredations of 4,000 years of coastal 
shift, rotting of materials, silting, etc; or 
there was never more than one major port 
city on the west coast of India during the 
Harappan era. The assiduous archaeologist 
might look hard for one, yet we can expect 
him, at the very best, to find something 
else. 

Social anthropologists, who tend to deal 
mostly with ‘soft', qualitative data in their 
village studies, are grudgingly aware that 
replication studies are beyond their reach. 
The village initially examined to meet the 
requi rements of writi ng a PhD dissertation, 
for example, may still beckon long after 
the degree has been obtained. You have 
a nagging-feeling that more could have 
been done, that not enough time was 
available to ‘finish up‘, that newer 
developments in the discipline call for 
new questions to be asked in that place. 

Things can come to a head if you make 
a casual revisit to the village; you are 
invited there for a wedding, let us suppose. 
Suddenly you, the so-wcll-informed 
ethnographer, realise that there were no 
TV satellite dishes here when you lived 


here before; that the number of teashops 
seems to have mushroomed; that there arc 
now one or two private nursery schcwls, 
and so on. What arc you to do? Would 
it be worth rcstudying the village, and if 
so, to what end? Is it of theoretical 
importance to .say that the village, which 
you perhaps desenhed some years ago as 
a functioning, well-delimited social unit 
with clear structural features, now also has 
television viewing, nursery-school 
attendance, and no doubt other features 
that simply were not there before? And 

- if so - in terms ol what theory? What 
have these various innovations done to the 
community you knew .so well? 

Replication studies arc perhaps not a 
feasible way to paxeed in ethnography, 
.so we anthropologists do the next best 
thing, the village restudy. Some of us, 
anyway. No doubt the great majority ot 
village studies in India, as in the rc.st of 
the world, .stand on their own merits as 
historical isolates, un-rewritten, uii- 
rcstudied. In effect the writers, by their 
very .silence, have washed their hands of 
any obligation to do a follow-up study. 
Their one view of that village mu.st stand 
for all time, regardless of what actually 
happens to the place later on. 

The earliest village studies in India were 
all done by agricultural economists - 
people like H II Mann and Gilbert Slater 

- and of course, their Indian students too. 
some of whom continued the tradition 
with further rcstudics. Thus, much of the 
20th century has been spanned for highly 
selected places; and in one case we have 
a restudy done near Pune which reaches 
all the way back to 1819 as its year of 
origin. 

The long period of relative peace within 
India, and the generous welcome that the 
Indian public has always given to field- 
researchers, both foreign and home-grown, 


go some way towards explaining the 
completion of quite a number of such 
longitudinal village .studies in recent years. 
While the work ot the agricuilurai 
economists continues, as tor example in 
the b(Mik edited by Bicman, Kloos and 
Saith (1997), we have also seen a number 
of restudics by anthropologi.sts. This, in 
my view, is all to the grxid, bccau.se the 
anthropologists seem to lake a u.scfully 
broader view of the relevant variables than 
do the economists. Agricultural economy 
is after all concerned with land tenure, 
prices, labour, crop patterns, supply and 
demand of goods and produce, urban 
markets, transportation, and so forth, 
without Ux) much concern over the details 
of the local social structure. Caste is 
recognised, as it is virtually omnipresent; 
yet it is ail Kxi easily conflated into a 
simple, and .sometimes a Marxist-derived, 
mrxlcl ol two nr three agrarian ‘classes*. 

The l«.sl longitudinal work by social 
anthropologists has been done, perhaps 
not surprisingly, by several who have a 
solid grounding in development eco¬ 
nomics. One should here recall the study 
of two Tamil Nadu villages by Kath<:cn 
Gough, which spanned the years 1951 -76, 
and was published in her 1981 and 1989 
hooks. Even more impressive has been the 
ticldwork performance of-Scarlett Ep.stcin 
in two villages of southern Karnataka, in 
this case spanning a pcricxl of 40 years, 
beginning in 1954, and usefully pulled 
together in her three books (Epstein 1962. 
1973; Epstein, Suiyanarayana and 
Thimmegowda I998|. 

Beyond noting in passing that Gough 
and Epstein were both English ladies 
grounded in the .structural-functionalism 
of the British school, there is something 
else very notable about \heir achievement; 
and that is that they finished what they set 
out to do - even if at the very outset their 


Economic and Political Weekly October 2, 1999 


2867 



long-term plans were not fully formulated. 
In other words, one individual with one 
particular socialonentationcarriedlhrough 
the entire longitudinal study from start to 
finish. Structures that they had identified 
in their earlier work could thus he followed 
to sec in what sense they changed, or 
resisted change. Villagers who were 
personally known to the researchers 
revealed theirchanging roles until, in some 
ca.scs, they died. Personal effort and social 
role thus become important components 
of the.se studies where, in earlier economic 
ones, there was little evidence of them. 
This is true of the Freeds' study as well: 
Alan and Ruth Freed (1985) have done 
superb work overt wo decades (1958-1978) 
in a peri-urban village near Delhi. 

For contrast we might look at two 
longitudinal studies that were nut carried 
through by one researcher. One of them 
is more economic, the other more 
sociological in its approach. The former 
study, typical in many ways, was initiated 
in 1916 when Gilbert Slater became 
profcs,sor of economics at the University 
ol Madras, and wanted to show his students 
something more than the textbooks. So he 
took them to the village of one of their 
classmates, and then required that each of 
them write a report on a village that was 
known to him personally (there were no 
female economics students then). As a 
result. Some South. Indian Villages was 
published in 1918 (and Slater soon became 
head of the London School of Economics 
and Political Science; so far as I know, 
he never returned to India). 

But this was by no means the end of 
the story. One of his students, from Kerala, 
decided to move from his own des¬ 
criptive account of his village (in Slater 
t9i8:123-451 to make a full book on a 
related one | Subbarama Aiy ar 1925]. Then 
two other students, P J Thomas and K C 
Ramakrishnan, tcKik the initiative of doing 
a full re-study of eight of the original 
villages in the Madras Presidency 
(published in 1940). Finally, Margaret 
Haswcll, a british economist with an Indian 
assistant, decided to do a re-restudy in ftve 
of these same villages, as well as a re-study 
of one that F G Bailey had examined in 
Orissa in I9S0s (Haswcll 1967]. This is, 
to put it mildly, an impressive amount of 
work, and something that economic 
historians will long be able to make use 
of. But at the same time the study has what 
many would consider a weak point, namely 
that the the same personnel were not 
involved at all stages in the long-drawn- 
out project. Worse, it would be misleading 
to assume that Slater. Thomas, 
Ramakrishnan and Haswcll, all shared the 


same theoretical models and assumptions 
about south Indian villages. At the same 
time, it could be misleading to read one 
of these studies without paying attention 
to the others. 

Perhaps even more interesting, because 
of the time depth, is the Coats-Ghurye- 
Kolenda .study of Lonikand, a village some 
12 miles fix)m Pune. Thomas Coats, a 
British officer, wrote a descriptive account 
of this place, with a certain amount of 
quanti llcation, as long ago as 1819, making 
him a pioneer without parallel in rural 
sociology (Coats 1823], The Indian 
.sociologist, G .S Ghuryc, returned to 
Lonikand for a re-study which he entitled 
appropriately ,A^era Century andaQuarter 
(1960). Finally, an American anthropologi.st, 
Pauline Kolenda, did further Fieldwork in 
the village foran article published in 1970. 
Here loo we arc confronted with a .sequence 
of writers about the same place, each with 
a different background and a diftcrent 
agenda. If there is continuity in the 
descriptive accounts of three such writers 
(of three different nationalities), it is a 
continuity of place and environment, and 
to some considerable extent a continuity 
of caste affiliation there. History and 
geography arc held constant in one sense, 
though of course they are not unchanging. 

One could enlarge on these comments 
by looking at a numberof other longitudinal 
studies produced in south Asia. They are 
outlined in Appendix II of my recent book 
(Hockings 1999:277-85]. 

In a suggestive essay about le-studies, 
Kloos (1997) puts his finger on some of 
the methodological problems itiherent in 
such work - without, I might add, evolving 
a procedure that might avoid those prob¬ 
lems. I take up some of his points here. 

We have already glanced at the non¬ 
comparability of village studies in which 
different personnel with different research 
agendas pursue the 'same village’ under 
study at different points in time. Of course, 
a given village is always the same one in 
a geographical sense, yet it might 
experience considerable change in a social 
or cultural sense. The later rcscarcher(s) 
flnds herself pulling out of the earlier 
study only those data which it is possible 
to 'up-daie', those data which can still 
prove useful. In an extreme case, we Find 
Thomas and Ramakrishnan u.sing data from 
only eight of the villages that Slater’s 
other students had examined, and then 
Haswell still later using data from only 
Five of these villages. 

Even if one and the same researcher 
follows the development of a village (or 
two) from the beginning to the end of a 
longitudinal study, there remains aquestion 


of how well the anthropologist has been 
able to distance himself from the early 
phase of the study. As Kloos suggests, in 
such a situation we may well be confronted 
with a senior scholar whose career and 
reputation grew out of the initial study by 
(probably) the PhD candidate. Is he likely 
to be highly critical of his own early work 
if he now plans to build on it with a re¬ 
study [Kloos 1997:445]? Yet many of us 
continue to learn and grow intellectually 
during our careers, with the result that our 
approach to the re-study may seem to us 
’better’ than the initial .study, simply 
becau.se it is consonant with our current 
ideas. An outstanding case of this is 
Kathleen Gough’s study of two villages 
inTanjore(Thanjavur)district,TamilNadu 
which she began in 1951 when she was 
a young, Cambridge-trained, structural- 
functional anthropologist. Little more than 
a decade after this she became attracted 
to Marxist thinking, and this very obviously 
coloured her later research in those two 
villages and the .subsequent books [Gough 
1981, 1989]! 

In Gough’s ease, it may be noted, she 
used a great deal of quantification, and this 
made comparisons with the earlier study 
easier, or at least more concrete. One of 
the strengths of Coats’s very early account 
of Lonikand (1823) is similarly that he 
provided later scholars with a good 
numerical description of the village, one 
that holds out real possibility of replication 
sttidies. The main difFiculty with such 
quantiFication. in my view, is that the 
parameters of the study, even the 
administrative boundaries, can change 
unexpectedly between an earlier study and 
the later one. Subbarama Aiyar, for 
example, as an undergraduate student in 
Slater’s economics class, described the 
‘administrative town’ ot Watakanchery in 
1916 [Slater 1918:123-45]. Yet when he 
wrote his book in 1925, he tells us that 
he studied the village of Nelluvaya. Since 
both places are located in the same taluk 
of Talapilli, there are grounds to suppose 
(in the absence of a decent map of the area) 
that Neulluvaya (135 houses) was one of 
the constitutent hamlets of Watakanchery 
(440 houses). Even so, without more 
information, the units of his two studies 
are non-comparable. In short, a longitudinal 
study pursued by one and the same 
anthropologist or economic historian may 
re.solve some of the difFiculties that arise 
when different scholars zero in on the 
same village at different points in time. 
Yet there are other methodological 
problems that still need a resolution. 

Still unmentioned is the larger sampling 
problem that all village-level studies are 
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faced with: Is village G representative of 
the other villages in its taluka, and. if so. 
why and in what way? Is it representative 
of its region, even its state, and. if so, how 
is this possible? I need not elaborate on 
the sampling statistics. Although 
Mandelbaum in his Society in India (1970) 
made full u.<ie of all the available village 
studies at that time to portray regional 
variation in the social organisation of India 
and Pakistan, a critical reading of his 
sources would surely force us to conclude 
that many a studied village is really 
representative of nothing but itself. So. 
even when a before-and-after study ('two 
snapshots', as Kloos put it) has been 
completed, we are still left with the task 
or the quandary of explaining how that 
small piece of .social history relates to the 
larger region. 

Thk NilciIri Sampi.1 

Let me now outline the methodology 
that was used to get around some of the 
problems just outlined, in my 27-ycar .study 
of four villages on the Nilgiri Hills, Tamil 
Nadu [Hockings 1999]. All four villages 
were occupied exclusively by the Badaga 
community, so my study focused on that 
culture and not on one of multicaste 
villages. 

With a total of about 440 villages and 
hamlets, located only on the Nilgiri Massif, 
one might suppose that a geometrically- 
based method of sampling might be 
appropriate in such a densely contiguous 
population (who today amount to about 
1,60,(X)0,1 would think - in the absence 
of census totals). The Badagas share the 
massif with the Todas and Kotas, two tiny 
tribal groups together totalling only about 
3.000. All are substantially outnumbered 
by the hundreds of thousands of Tamilian. 
Kanaresc and other recent settlers. 

1 did not u.se any statistical ly determi ned 
sample when I began my field study in 
1%2, but instead selected four Badaga 
villages near the centre of the Nilgiri 
Massif. To avoid some of the methodo¬ 
logical problems arising from Kloos's 'two 
snap.shots' - namely, a certain lack of 
continuity between studies at two widely 
separated points in time - in mid-1963, 
I did the first of four nine-yearly censases 
of the four contiguous Badaga villages. 
They were chosen as 1 per cent sample 
of that community because they represent 
four hierarchically differentiated phratries, 
namely, Toreyas, Gaudas, Adikaris and 
Wodeyas (ranked here from lowest to 
highe.st). That they have been slightly more 
effective than average in the Badaga 
community when it comes to population 
control is suggested by my estimate that 


in 1963 these four villages contained 0.983 
per cent of the total Badaga population, 
whereas in 1990 this percentage was 
probably down to 0.937 -and not becau.se 
of emigration. 

The purpo.se of these censuses was to 
produce a longitudinal database that would 
reflect, both statistically and qualitatively, 
the structural changes that have been 
occurring in Badaga households during 
recent times. No such controlled study of 
a comparable sample has been done 
anywhere in south Asia before, and the 
few longitudinal studies that do exist arc. 
as I have indicated, mo.stly the work of 
different people with diverging interests. 
My censuses, taken m 1963, 1972. 1981 
and 1990, cover essentially all persons 
(and not Just a sample) living during the 
study period in these four nearby villages. 
Cumulatively, they are intended to cover 
one generation of cultural change, since 
a generation in this community is now 26 
years (though it was shorter in earlier 
centuries). 

For comparative purposes it also proved 
possible to use a complete set of the 
baptismal and death registers covering local 
C'hristian Badagas during the period 1860- 
1914, i e, roughly a century prior to iny 
own set of observations. These dealt with 
the entire Christian population ot the 
immediate area, namely Ketti Pastorate 
and .some outlying villages. The entries 
cover every case ol Christian baptism and 
death there between I860 and 1914, and 
indeed went on beyond that date down to 
the present (the later records, however, 
included numerous Chri.stians who were 
not Badagas). Interestingly, the.se early 
observations record considerable detail on 
social status, whether the person was a 
Badaga or nut, parentage of the ncwhoni, 
place of residence, parents' occupation, 
probable cause of death, etc; and they thus 
allow me to extend my own observations 
backwards in time tor a sample of the 
population quite comparable to my own, 
yet living a century earlier. 

PRO('i.i.iHNt) ON Our Routi- 

A generation prior to the first Badaga 
conversion in I8S8, Captain Henry 
Hark.ness, the very first of a long stream 
of amateur ethnographers to puzzle over 
the Nilgiri communities, recorded the 
following c''mmcnts about my sample area 
and his lodgings in 'Kaultray' (aiiasKa:tc;ri 
or Katery); 

Proceeding on our route, wc came to the 
village of Kaultray. situated among fields 
of opening grain ot almost every descri¬ 
ption. On the road we had been overtaken 
by a storm, which still continuing, and our 


tents not having come up, we were obliged 
to pass the night here, and to accommodate 
ourselves in the best way wc could, in a 
Burgher (Badaga) verandah... 

The inhabitants of this, and two or three 
other little villages at a shoit distance, 
consi.stcd of some three or four families 
ol Lingavants, about the same number of 
Arrvars, Kanacars, Adikaris, and common 
Burghers, and also a few families of Toriahs 
|i c, Lmgayats. Ha:ruvas, Kanakkas. 
Adikaris. Badaga Gaudas, Toreyas-PH]. 
The surrounding scene showed them to be 
an industnous people; and as far as their 
notions could he made applicable to us, 
wc found them hospitable. Small as the 
place was which wc had for our evening 
accommodation, we were obliged to allow 
of the claims of the quern, the winnow, 
and the gamer, to a share ot it; and had 
wc pul up in the Toriah village, the distaff 
and the wheel... (Harkness 1832:111-12). 
1'he four chosen villages are all at roughly 
the same elevation in the middle of the 
Nilgiri massif: C);rana:yi is at 6,.S50 ft. 
Ki;y Odey aratli at 6..S9() ft. Kc:ti Toreke:ri 
at 6.6.S0 ft and Hullarda at 6.7.')0 ft. All 
four had acquired electrification before 
my study began, but at that time only Kc:ti 
and Hullaida had a serviceable road 
connecting ihiyn with the towns. Halfway 
through the study period the other two 
villages got improved roads and their first 
bus services None of the four villages 
ever had a traditional fair connecting it 
with the wider region, although Hulla:da’s 
annual firewalking festival (kxrs attract 
many itinerant traders and sight.seers from 
other villages. Kc:ti has long had a small 
post and telegraph office, two more are 
within a mile, and the Ke:ti Valley has 126 
telephone connections (1993) inclduding 
I4 lines within Ke;li it.self. It is quite near 
the railway station which adjoins Hulla;da 
(which had another three phone lines). 
Other public facilities already in Kc;ti in 
1961 included a co-operative society, a 
police station, a rural health centre, a 
veterinary dispensary, a maternity and 
child welfare centre, and a medical 
dispensary; there were two medical practi¬ 
tioners then. By contrast the two Lingayat 
villages of the .sample. O raiia;yi and Ki;y 
Odeyaratti, were at least two km away 
from any such facilities, only some of 
which were to be found in the nearby 
Ka:te;ri, Pa:la;da or Adigaratti villages. 
While these latter had a number of 
telephone lines and small post offices, 
theie were none at all right in the two 
lingayat villages. 

Evidently then the four villages had 
differential access to modern com¬ 
munications; but given that they lie .so 
close together, within an area of scarcely 
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lOsq km. and arc all inhabited by Badagas 
of various sorts, it would be legitimate to 
ask what cultural lactors hold the four 
villages together? The answer is that there 
are specific juridical and ritual tics linking 
them, hut no marital ones. Because I had 
chosen lour villages representative of four 
different Badaga phratries there could not 
be inter-marriage, since (with minor 
exceptions that do not here apply) the 
phratry is definable as the largest 
endogamous unit within the total Badaga 
society (HiKkings 1980:75]. 

The hamlet represents the lowest level 
and the commune the next higher level in 
a traditional Badaga hierarchy of politico- 
juridical unit.s, each having headmen and 
councils. There are some caicndrical 
ceremonies that may only be performed 
by the village head of a commune for all 
its constitutent hamlets, in this case by 
Kc;ti or So:gutore. .Such communal 
ceremonies normally include the God 
Festival (eJevva hahha), the Great Fes¬ 
tival (dodda hahha), the harvesting 
festival {ka:nike hahha), and in former 
times the costly memorial ceremony 
for an entire generation of the dead 
(mant'va/e), etc 

But there is another sort of ritual linkage 
between the four villages. Many of the 
Badaga villages have several kinds of 
priestly functionary. These (depending on 
the circum.stances) may be (I) a member 
of the same phratry which inhabits that 
village; (2) a Ha:ruva man or boy; (3) an 
associate from a Kurumha tribe; and (4) a 
Wodeya Lingayat, Kc:ti commune, for 
example, makes u.se of all four types of 
priest (and I saw them all in operation 
there during 1963). 

As we have .seen, the four vi llages chosen 
for my study were no more than four kms 
distant Irom each other (the clo.sest two 
being under one km apart) and they 
rcpre.sented lour stratified phratries ot 
the Badaga society. By picking re¬ 
presentative villages so close together in 
the centre of the Nilgiri massif I considered 
this would hold con.stant geographical and 
historical variables that otherwise might 
have gone some way towards explaining 
differences between any of the four villages 
located at a greater distance from each 
other; and it would also obviate any effects 
of being marginal to the area of Badaga 
settlement. Three of the four villages were 
actually within sight of each other, the 
fourth being hidden behind a hill. It was 
intended that any differences perceived 
between the four should be explainable as 
social differences and not environmentally 
induced ones or an effect of different 
historical circumstances. 


However, the four villages did not only 
differin their social ranking; anothersigni- 
fleant variable was their ab.solute size. 
Judged by number of households, the 
lowest-ranked Toreya village was also the 
smallest, having about two dozen house¬ 
holds. The two high-status Lingayat 
villages were each more than twice as 
large as this; while the medially-ranked 
Gauda village was twice as large as these 
latter two. 

Titi-, Censdsus 

The 1981 Census of India did make it 
clear in numerous publications that it was 
looking at units called Buildings, Census 
HOU.SC.S. Hou.seholds, and Rooms on a 
nationwide basis. A Building in the Badaga 
ca.se would however be, by the national 
definition, a whole row of adjoining 
houses, perhaps ten or more of them, each 
with its own entranceways and internal 
partitions. A Census Hou.se was defined 
nationally (in numerous official publica¬ 
tions) as *a building or part of a building 
having a separate main entrance from the 
road or common courtyard or stairca.se, 
etc. u.scd or recognised as a separate unit. 
It may be occupied or vacant. It may be 
used for a residential or non-rcsidential 
purpose or both.' I tix) was looking at such 
houses, each of which had one nr two 
entrances. But it was the Census definition 
of Household which was most crucial, for 
here I could at least follow the idea in spirit 
if not in detail: 

A household is a group of presons who 
commonly live together and would take 
their meals from a common kitchen unless 
the exigencies of work prevented any of 
them from doing so. There may be a house¬ 
hold of persons related by blood or a 
household of unrelated persons or having 
a mix of both. Hxamples of unrelated house¬ 
holds are boarding houses, messes, hostels, 
residential hotels, rescue homes, jails, 
ashrams, etc. These are cal led ‘Institutional 
households'. There may be one-member 
households, two-member households or 
multi-member households. For census 
purposes, each one of these types is 
regarded as a 'Household'. 

If a group of persons who arc unrelated 
to each other live in a cen.sus house but 
do not have their meals from the common 
kitchen, they would not constitute an 
institutional household. Each such person 
should be treated as a .separate tiou.schold. 
The imponant link in finding out whether 
there is a household or not is a common 
kitchen. 

My censues did not encounter any of the 
'Institutional Households'. 

One a.spect of the research design, which 
explains the unusual nine-year periodicity 


of the censues, was a desire to be able to 
link up my data conceptually with the 
national Census of India in one year, 
namely, 1981, when both it and my own 
ceasus were to be taken. Thus, the work 
on the Badaga villages might not be 
statistically isolated from larger datasets. 
In the event, this strategy did not prove to 
be especially fruitful. My census was done 
a mere 2-3 months after the national opera¬ 
tion, which could have made little differ¬ 
ence to anystatistical comparison. Theprob- 
lems lay rather with the units of analysis. 

I was unable to guess that the Census 
of India officials would -erroneously, and 
contrary to all precedent - decide that the 
Badaga language, the one definite marker 
of Badaga ethnicity, should for the first 
time be considered as equivalent to 
Kannada, cventhough previously it had 
not been. Consequently, the 1981 and 1991 
census publications gave no separate break¬ 
downs for Badaga speakers but obscured 
them in the much larger category pf 
Kannada speakers. This error has thus 
made it impossible for me to link my 
findings with those of the national census 
at many points where, in earlier years, it 
would have been possible, especially when 
there were separate enumerations for caste 
and tribe. In the final analysis, the failure 
to identify Badaga speakers as a national 
census category since 1971 has meant that 
I have largely been left to my own devices, 
with little leverage on the national data. 
«. Each village itself has been historically 
the locus .solely of Badaga residence. It 
may be noted here that the household, 
rather than the family, has been chosen as 
the unit of analysis throughout because, 
despite its many variations, it lends itself 
to direct and repeated observation in the 
field. The Badaga household is clearly 
definable because in every instance it 
inhabits one village house with one front 
door and one hearth; families may be more 
dispersed. My emphasis on the household 
as the primary unit for data collection in 
no way obscures the structure of the Badaga 
family. Indeed, that structure emerges from 
a comparison of the four .sets of data from 
the four .successive censuses of each 
particular household. Household types, 
according to my cen.su.ses, arc quite varied 
and, although the nuclear family is the 
numerically dominant type and the 
extended family the ideal type, I identify 
many categories of household structure in 
the four villages under study. 

M0DER.NISAT10N Processes 

My book (1999) was concerned very 
broadly with the recent development of 
Badaga society and of household life, and 
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it thus continues a story that was first set 
down in an earlier work. Ancient Hindu 
Refugees: Badaga Social History, 1550- 
1975 (Hockings 1980]. 

1 am aware that the term modernisation 
slips and slides, alludes and obtrudes' 
throughout this new book (Apthorpe 
1989:532], but without definition. The 
term is often applied by development 
economists to government policy: but 
while modernisation has certainly been 
the gi.st of India’s Planning Commission 
activities for some SO years, my use of the 
term has been more cultural. I have viewed 
modernisation as acommunication process 
wherein traditional peasant populations 
acquire and use more education and more 
information about the nation-state in which 
they live. As a result their orienta'ions 
towards the outside world change, and 
theirattitudes towards urban Indian culture 
raise new possibilities in their minds 
Modern sports and 20th century forms of 
entertainment, pre-eminently television, 
cinema, and film music, have become very 
attractive. The films not only offer one a 
menial escape, but suggest new fashions 
in dressing, behaving, travel, housing, 
being employed, and relating to the 
opposite sex. A result of this exposure is 
urbani.sation, a change in values which 
favours the employment, shopping, social 
life and general ambience associated with 
cities. Its practical effect has been a move 
to the towns by some of the most educated, 
most progressive, most employable and 
competent young and middle-aged people. 
The relative wealth of this new local elite 
or ‘new middleclass’, if I may so designate 
it, has been invested in hou.ses in town, 
equipment for those houses, private 
English-medium schooling for their 
children, cars and motorcycles, and modem 
styles ofclothing and furniture. The change 
is certainly an irreversible process. Thi.i 
is not to say that everyone who wants to 
get modernised must move to a town, but 
they will adopt many of the urban-orienled 
values just referred to, even if still living 
in a village out of preference or necessity. 

The modernisation of these people has 
been different from that ol the western 
world, and indeed of other parts of India, 
for it has not been dependent on 
industrialisation so much us on the 
commercialisation of agriculture and 
plantations Only a small minority of male 
Badagas in the sample villages have been 
working in local factories. Clearly 
modernisation means more than just getting 
a steady job in industry. It is participation 
in the mass media of the nation - viewing 
films frequently, reading newspapers and 
maga.r.ines, listening to radio or watching 


Table I: Factiws Leadinu to a DcMixatAiniK' Transition 



Tuhk- 2. Kunkinj! ol I mu VilUigcs on C'riMin Crili'mi Asson.ilcU willi MiiiJi-rnis.ilii)ii 

K. y 0(lr).ii.illi ()i:iii:iyi liiillnd.i Ko 11 'loii'ki' M 


CommuniLaliiin l.nlcns (IWO) 


[.tislance Iroin liran h> road 

2 

1 

t 

3 

No of ycais wilh vill.q'c school 

1 

2 

1 

4 

No of viewers pi’r Icicvision scl 

KIV))* 

2(104) 

1(1/) 

4(49) 

No oflcicphoiie lines in village 

>) 

0 

1(1) 

2(14) 

No ol villages wilh ni,iiii,igc lies 

2|17J 

1(19) 

4(47) 

1(11) 

Villugc-cxog.iinous iii.images 

1117 II 

4|')9 2) 

419/91 

4)*)8 0) 

Popiilalion si/c (in IWO) 

No of households 

.3(61) 

3(61) 

4(127) 

1(26) 

Mean si/e of household 

1(4 8K) 

2(4 77) 

3(411) 

4(3 77) 

Pereenlage ol nuclear households 

.1|K21 

1(661 

3(82] 

4(881 

Increase in n(> ol households 

411321 

II.3KI 

1|741 

21631 

Gieatest longevity 

4 

.3 

1 

1 

Increase in absolule population 

417.1) 

i|46| 

21-381 

1126) 

Eerlilily 

Masculinity ratio (1*190) 

.3(0 8) 

I'l 1) 

2(0 9) 

4(0 7) 

Child-woman ratio (l‘)90) 

4(204) 

l(4()7) 

4(204) 

2(351) 

Rcducliun ol (he child-woman ratio 

4166) 

1120) 

3161)1 

2136) 

(icncraiion ' -ngih (1%3-19‘JO) 

2(26 0) 

3(26 7) 

1(24 1) 

2(27 4) 

No ol lerlile years, younger women 

1(11 5) 

.3(8 2) 

4(7 9) 

2(9.4) 

Years reduction from older women 

1(2.0) 

3(6 9) 

4(8 3) 

2(2.7) 

No of Items of rank 4 

1 

I 

7 

7 

.No of Hems of rank 3 

.3 

7 

6 

1 

.No ol Items ol rank 2 

3 

3 

2 

6 

No of Hems of rank 1 

0 

6 

3 

4 

Ranking score (r) 

41 

.37 

1.3 

47 


Nolet * Rank order is given first, then panicular values are in parentheses 
.Square brackets are pcrccnlagcs 
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television. It is attaining a sunieient level 
ol education to obtain ‘white collar' urban 
(and preferably government)employment 
and, in the ease of young women, to attract 
a well-employed groom. And it is shopping 
in town or visiting, even .studying in, 
modern cities 

These aspects ot modernisation turn the 
eyes of the youth away from larm-work, 
which is easily .seen today as dirty, tedious, 
unrewarding and low- status. In the Nilgiris, 
tea is at least a better prospect than 
traditional agriculture, if a lainily owns 
some land, and tl can then produce green 
leal with the laboiit ol cheaply hired 
pluekers rather than family members. 
Whether tea or vegetables are grown, the 
demonstrably shrinking landholdings do 
not require the numbers of iamily workers 
that they employed in previousgenerations. 
This tact, when combined with the shortage 
ol g(Kid urban jobs, the high costs ol 
bringing up children, and the receding 
need to pnKluce extra sons to replace those 
who might die in childhood, goes a long 
wav towards explaining the much reduced 
lertility over the past generation among 
the Itadagas. All of these iaclors were 
ceri.tinly understood by the Badaga 
womcnloU whether educated or not, and 
they did ..I'.nething about the situation 

l.ong-available school education, and 
recent panicipalory use ol several mass 
media, have combined to propel the Badaga 
comnuinity towards model ms.uion. While 
men tend to have moie education, more 
urban contacts, and greater multilingualism 
- as IS true throughout most o( Asia it 
IS the slightly scluKiled borly ol Badaga 
women who in l‘)b3 (according to my 
survey) saw India's tutiire lying in 
industrialisation', who have opted for 
modem medical practices; and who, by 
agreeing to sleidisalion alter one or two 
children, have over the past two decades 
begun to take conirol of their lertility and 
hence play a more central role in the future 
ol then tamilies. Any development worker 
or public health olficial who thinks that 
in a patrilineal society it is the males who 
will always be ‘in control’ ol altitudes and 
developments should take note of this 
finding. 

The effects of this recent change have 
been widespread m Badaga siKiety. The 
child-woman ratio has dropped appie- 
ciably. and with lower lertility and lower 
infant mortality the loll on women's health 
has lessened and their life expectancy 
increased. A partial switch front potatoes 
and other farm crops to tea has also had 
a similar effect, by much reducing the 
number of day s that Badaga women would 
be labouring in their fields. With fewer 


children per family, college education has 
become more accessible to teenagers, 
especially as .several undergraduate 
colleges were opened in the Ni Igirisduring 
the course of this study. The employment, 
life.siylc, and longevity prospects of the 
younger generation thus look brighter than 
they ever did before. 

II(>t'si.Hoi.D Economk s 

I low can we generali.se from the Badaga 
case'.’ Following Irom Leibcnstcin’s work 
(1957. 1975), an economic theory of 
population decline has been developed 
which is generally called the cost-benefit 
approach. Its central assumption is that 
parents rccogni.se that they derive some 
utility Irom their children (as a kind of 
consumer goods, as pmducers, and as old- 
age insurance); hut also that they incur 
costs for the children. A principle thus 
emerges which balances the benefits, 
which generally decrease with economic 
improvement, against the costs which 
regularly increase. This principle qualif ies 
the desired numbci of children. 

Bahnisiklia (ihosh has u.sefully sum¬ 
marised household economics approach 
to the family that was proposed by an 
American economi.st: 

T W Schiilt/. (1974) has noted tour 
inlcrrelaicd developments: li) investment 
in human capital that treats childtcn as a 
loim ol capital in which ptiienls make 

I n \ esi inent s :ind den ve I iiture satisi actions; 
(ii) allocation ol human time tn decisions 
with icspect to market and non-maikct 
.'u'tiviiies where bearing and caring for a 
child .lie hignly latHUir-imcnsive activities 
I'lr the mother, (in) the household 
pioiluctum bmctuin that treats market 
goods and ho.isehold time as inputs m the 
production nl the true object of utility 
within the laiiiily. and (i v) ireatmeiit ol the 
laniily as the deusion making unit with 
regard to both consumption and household 
production ol e.ooils anil services including 
children. The dominant charactcrisiic of 
this approach is the iiealnienl ol tunc of 
the members ol the family as a scarce 
resource, the implicit value of which 
ultimately determtnes the |)oml of eqiiili- 
liiuim for the famtly’s decision-niakmg 
process [Ghosh 1990.20]. 

II the ecntrul concern of economics i.s 
the allocation of .scarce resources among 
competing ends so as to maximise utility, 
then the household with which pty recent 
study grapples i.s an economic microcosm 
in the scn.se that it is the locus of decision¬ 
making over generations, concerning forms 
of investment of time and income and (he 
production and rearing of children. Even 
the organisation of the funeral is changing 
in response to the economic exigencies 


and time constrictions of the modem 
household and its employment pattern. So 
far as declining fertility is concerned, 
The new home economics has been 
succe.ssfully used to explain the pheno¬ 
menon of demographic transition. A 
decline in infant mortality would have 
inverse repercussions on desired family 
size since paients would be expected to 
derive greater satisfaction the longer a 
child survives, thus generating greater 
demand for children. 

However, at the same time, a decline 
in child mortality, raises the costs of ‘child 
quantity' relative to 'child quality'. The 
net effect not only depends on the 
production conditions within the household 
but also on the perceived importance of 
child quantity relative to child quality, and 
as such needs to be diagno.scd through 
empirical applications of the new home 
economics [Ghosh 1990:211. 

Is this the mechanism by which Badagas 
have recently been shifting from a 
Gcmeinschaft to a Gc.scll.schaft type of 
.society [Tonnics 1957:148-49]? We can 
sec in Table 1 the beginnings of the 
demographic transition among the 
Badagas, but should use caution in reading 
that table. 

It would be tempting to explain these 
changes as a demographic sequence 
whereby one demographic change 
.compelled another. It i.s probably tnie that 
declining mortality has to a considerable 
extent allowed fertiltty dccltne and to a 
•* -lesser extent the ri.se in the age at female 
niarrtage. but m neither case has it been 
the cause. The truth seems to be that a 
range of demographic changes occurred 
at much the same lime neither because of 
close__ interrelation nor because of 
coincidence, but because they ate all 
products of massive social and economte 
changes during the last half-century 
[Caldwell cl al 1988:255]. 

ft 

CaldwelI (1982) rejected the uni versalily 
of the demographic transition, but focu.sed 
on the differential value ol children. On 
the basis of re.search he had done in West 
Africa, he postulated that an examination 
of wealth How within the family is critical 
for understanding the value accorded to 
children at any given time. He observed 
African tribesmen to prefer more children 
in their families since benents (lowed from 
children to their parents, especially the 
elderly. Thus, so long as the labour ol 
children and their support of the parents 
remains possible, the value of sons remains 
high and so does fertility. Badaga proverbs 
were quite clear about the traditional 
demographic situation: ‘If a girl is bom 
she's useless; if a boy is bom he's an asset' 
(Hockings 1988:148, no IS4a|. But one 
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was not enough; Is one eye an eye? Is a 
single son a son?' (Hockings 1988:149. 
no lS7a]. Also, ‘Girlsareadisappointment, 
but the eldest son [is like a] hearth’ 
[Hockings 1988:151.-no 162]. Some 
proverbs extolled the joint family; e g, 
‘Who has been spoilt by living in a joint 
[family]? Who has flourished afterpaitition 
[of the family property]?’ [Hockings 
1988:340. no 6S6a]. No doubt all peasant 
societies cherished such attitudes: an 
ancient Chinese writer, for example, 
advised, 'Raise sons for old age, pile up 
grain for times of famine’ (Yang er fang 
lao; ji lian wei huang). With the Badagas, 
such attitudes arc now past; and the 
direction of vertical flow of care and 
services within the household has recently 
reversed itself, from upwards to down¬ 
wards. 

Namboodiri systematised Caldwell’s 
ideas about wealth flow in a .scries of 
hypotheses (1986): (I) it is only if the 
family becomes nucleated that fertility will 
decline; (2) industriali.sation is not a 
necessary precondition forfertility decline; 

(3) fertility decline starts with the reversal 
of direction of the inter-generational wealth 
flow, which in all traditional peasant 
societies has been from the younger to the 
older generation. All three features have 
been found true of rceent Badaga 
household life, now that their hallowed 
attitudes about the family have altered. 
Many sons were called for when there was 
high infant mortality, and everyone worked 
on the land; but no longer. One Indian 
study concluded ominously that in order 
to achieve a 95 per cent probability of 
having one son survive to adulthoixl, a 
couple would need to produce six children 
[May and Heer I968J. 

The Badaga village economies have not 
been industriali.sed. in part, because local 
farming does not lend itself to mechani¬ 
sation in the way that it had to in the vast 
tracts of Australia, the US, Canada, the 
Ukraine, Russia and Argentina that fed the 
newly developing countries of the west. 
There will be no great growth of machinery 
sales and repair shops in an area of small 
landholdings like the Nilgiris. Even tea, 
the main plantation crop, which is now 
harvested try machine on flat land tn Japan, 
will continue for long to be plucked by 
human labour on the Nilgiri Hills (just as 
it is in China and Assam). It makes no 
economic sense to bring in costly 
machinery when labour remains so readily 
and cheaply available, and wholesale tea 
prices so depressed. But one can use cheap 
cooly (non-Badaga) labour, without 
involving one's wife and sons in the tedious 
fieldwork cf a small tea plantation. 


A change in values about household 
organisation and size is not just a response 
to changing economic conditions, but is 
an acknowledgement that the quality of 
life today is different. Thus, generalising 
from his African study (done just prior to 
the Karnataka one, 1988), Caldwell wrote; 

From the demographic viewpoint, the most 
important social exports (from western 
Europe) have been the concept of the 
predominance of the nuclear family with 
its strong conjugal tie and the concept of 
concentrating concern and expenditure on 
one's children. The latter does not auto¬ 
matically follow from the former, although 
it is likely to follow continuing we.stemi- 
sation; but the latter must be preceded by 
the former [Caldwell 1976:356]. 

In this regard, following from the 
discussion of mission schooling in my 
book, one must ponder whether the 
example of the German, Swiss, British 
and westernised Indian (missionary and 
schoolteacher) families in the Ke;ti Valley 
area in the last ccntuiy already suggested 
an alternative approach to child raising for 
local Badagas; it was certainly very visible. 
I conclude that these people became a 
significant reference group and avenue for 
modernisation, though without prompting 
mass conversions: barely 4 per cent of 
Badagas are Christian today. 

Conclusions 

My original purpose in choosing four 
sample villages located within a tiny, 
confined historico-geographical zone yet 
containing four different phratrics was to 
hold environmental factors constant and 
find out what cultural effects were mani¬ 
fested in the vital data. An answer should 
now be sought. One way of doing so might 
be to rank the four Badaga villages in 
terms of their response to certain salient 
features of modernisation; from most 
traditional (I) to most modernising (4) in 
Table 2. 

This is without question a somewhat 
impressionistic way of evaluating degrees 
of modernisation. The items listed on the 
left of the table are not independent 
variables but toa con-siderableextcnt entail 
each other and arc reflections of the same 
things, population growth and moderni¬ 
sation. Nonetheless, several significant 
conclusions may be drawn from this rank 
ordering, even though it does not permit 
of sophisticated statistical analysis. 

(1) Ranking is different for five of the 
six ‘communication’ factors tabulated, 
suggesting there is no strong correlation 
between accessibility of schooling, 
accessibility of a town, number of villages 
with which there ate marriage ties, amount 


of village exogamy, whether there me 
telephones, and the possibility of television 
viewing. 

(2) Certain rankings arc correlated; thus 
number of viewers per television set 
correlates with mean size of household 
and number of years the village has had 
a school: the lower the increase in the 
village population, the larger the mean 
hou.schold size, and the greater the number 
of people per television set. 

(3) liic greater the percentage increase 
in the number of households in a village 
(1963-1990), the greater is the percentage 
reduction in the child-woman ratio. 

(4) The masculinity ratio, which should 
be lower where female children have better 
survival rates, is inversely correlated with 
the percentage of nuclear households in 
a Village: the higher the percentage of 
nuclear households, the lower the 
masculinity ratio. 

(5) On questions of fertility reduction, 
we find that the lower the child-woman 
ratio, the lower the number of fertile years 
of the younger women (born since 1930), 
the greater the reduction in tho.se fertile 
years as compared with the older women 
(bom before that date), and the greater the 
number of viflagcs with which they have 
marital ties. 

(6) Overall - and rather impres¬ 
sionistically -1 conclude that 0:rana:yi is 
perhaps the mo.st conservative or traditional 
of the four villages; yet it is no less 
modernised than the other Lingayat village, 
Ki;y Odeyaratti. Both lacked telephone 
service and had fewer television sets in 
1990. To some extent the degree of 
modemi.sation of each village is in inverse 
proponion to its traditional .social ranking. 
The n'.suli i.s that large Gauda village scores 
highest, while the 'minority groups’ all 
rcore lower, and the two Lmgayat villages 

- highest in social status - rank lowest of 
all. The Torcya village, traditionally 
considered as lowest, ranked quite high 
on the scale. If one considers only the 
factors headed 'fertility', the ranking is the 
same. This implies that modernisation 
entails a process of .social levelling. Is the 
end of caste differentiation in sight? 
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Fiscal Federalism 

Towards an Appropriate VAT System for a Federal Ek;onomy 

S Gurumurthi 

The paper analyses the current division of responsibility between the centre and the slates with regard 
to commodity taxation in its historical perspective and the efforts initiated during the last 15 years to introduce 
the VAT in place of union excise duties at the central and the sales taxes at the state levels. It offers an 
alternative VAT model for India based on certain principles applicable also to other federal economies 
planning to introduce the VAT. 


The politics of the time is going towards 
fragmentation, while the economics is 
towards integration. 

- Paul Kennedy 

SEVERAL federal countries - Argentina, 
Austria, Brazil, Canada, Columbia, the 
Federal Republic of Germany, and Mexico 

- levy a VAT. The VATs of Argentina, 
Austria, Germany and Mexico, are all 
centrally-controlled with revenue-sharing 
arrangements between the federal and 
provincial governments. It has been the 
experience that the VAT in a federal 
economy presents several difficult issues, 
which have their repercussions on the 
sensitive federal-state political relations. 
That the only three OECD countries which 
still have not switched over to the VAT 

- Australia, Switzerland and the US - are 
all federations is also significant. While 
there do not seem to be any legal proscrip¬ 
tions against the federal government adopt¬ 
ing a VAT despite the fact that to date 
general sales taxes have typically been the 
domain of the states, there could be dif¬ 
ficulties in administering a fedc ul VAT 
in conjunction with the states' retail .sales 
lax systems (RSTs). The simplest solu¬ 
tion, according to Tail (1988), is to entrust 
the administration and collection of the 
VAT cither with the states or with the 
federal govemmentand then use a formula 
to share the revenue between the central 
government and the states. If this is un¬ 
acceptable owing to the loss of fiscal 
autonomy, then a federal VAT might have 
a state VAT 'piggybacked' on it. Tail 
holds that as a model for other federal 
countries, the German VAT illustrates the 
need for agreed federal and state legisla¬ 
tion on base, .structure, and rates and once 
established, the formula for splitting the 
proceeds may be the most clear and least 
contentious method of revenue di.stribu- 
tion. He, however, hastens to add that even 
the limited flexibility in recent years (1987- 
88) of the federal-state split from 68/32 
to about 70/30 in Germany was not 
achieved without considerable disagree¬ 
ment and concludes that in a federal system 


where the states try to retain more discre¬ 
tion over their own exemptions, rates, and 
revenues, the system would not work. 
While the system may be working satis¬ 
factorily in Germany, it should be appre¬ 
ciated that fiscal federalism issues still 
stand in the way of a smooth switch over 
to a national VAT even in an industrial 
country like Canada, not to speak of the 
problems as.sociated with intrixluction of 
the VAT in developing country federa¬ 
tions. 

This paper analyses the current division 
of responsibility between the centre and 
the states in India with regard to com¬ 
modity taxation in its historical perspec 
five and the efforts initiated during the Inst 
15 years to introduce the VAT in the place 
of union excise duties at the central and 
sales taxes at the slate levels and offers 
an alterative VAT miMlcI for India based 
oh certain principles which arc applicable 
to other federal economies which wou'd 
like to introduce the VAT. The paper is 
organi.sed in four sections. Section I de¬ 
scribes the evolution of the current system 
of commodity taxation in India. Section II 
deals with the incidence of indirect taxes 
in India. Section III covers the various 
measures taken to reform the system of 
commodity taxation during the last 30 
years. Section IV presents an alternative 
model of V'AT for India, though the prin¬ 
ciples on which it is formulated apply in 
equal measure to other federal economies 
as well. 

I 

Commodity Taxation: Historical 
Perspective 

In the field of commodity taxation , the 
Constitution of India has assigned the 
powers of customs and excise taxation to 
the central government with the exception 
of excise on alcoholic liquor, while the 
states have been gi ven the powers of sales 
taxation. It is necessary to elaborate the 
nature and import of these two levies, 
namely, the union excise duty by the centre 
and the sales tax by the states. While there 
is no essential difference between the two 


from the angle of incidence on the con¬ 
sumer, it has to be recogni.scd that the two 
taxes are neither identical nor interchange¬ 
able and that there are .some basic differ¬ 
ences between the two different levies. 

In the first place, an excise is a levy at 
the production point whereas a sales tax 
is levied on a commodity at one or more 
points of sale or purchase between the 
stages of production and final consump¬ 
tion. If there is only one stage at which 
any particular commodity completes its 
production process, the incidence of an 
excise duty should theoretically be only 
at one point. Since, however, the compo¬ 
nent parts of vhe commodity could have 
themselves been subject to exci.se duty, an 
excise duty on (he final product could in 
practice involve a multiple duty on the 
componenis unless the duty is ba.scd on 
the value added components only. It was 
with a view to eliminate cascading in the 
incidence of exci.se duty that the govern¬ 
ment of India intrcKluced the MODVAT 
some time in 198.^. The MODVAT has 
been dealt with in detail later in this paper. 
In the case of sales, the same commodity 
might pri.^s through various stages of sales, 
making itself su.sccptibic to sales tax at 
more than one |K)int, depending upon the 
system of the .sales tax levy. While an 
excise duty ends at the production point 
and docs not take into account, even 
indirectly, elements of cost that arc in¬ 
curred after the production stage, namely, 
freight, insurance, distribution charges and 
the like, a sales tax is on a much more 
comprehensive concept of cost and touches 
not merely the cost at the production point, 
but also subsequent elements including 
profits and the excise duty itself. 

The excise duty in India, being a union 
levy, does not dilfcrcntiatc between one 
region and another and is uniform through¬ 
out the country while the sales tax struc¬ 
ture and the rates ol sales taxes differ from 
state to state. Again, while most of the 
exci.se duties arc specific, sales tux arc ad 
valorem levies with the result that during 
a period of high inflation, the sales tax 
yield automatically goes up, other things 
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remaining the same. In certain countrie.s 
where excise duties arc exclusively re¬ 
served for the centre, the levy of sales tax 
by .states has been held to be unconstitu¬ 
tional on the ground that they are substan¬ 
tially the .same as exci.se duties. Similarly 
the question has also been raised whether 
the ad valorem excise duties arc not really 
sales taxes. Despite all these similarities, 
both taxes have “distinguishing fcaturc.s’' 
and both have “a positive place in a 
comprehensive system of taxation and arc 
expressly mentioned in our Constitution" 
[Gol l%51. 

During the last SO years, union excise 
duties and state sales tuxes have expanded 
substantially exhibiting phenomenal 
growth and buoyancy. In 1950-51, the 
aggregate yield f^rom the two levies was 
roughly Rs 1,280 million, representing 
1.3 per cent of the national income during 
that year. By 1963-64, this figure went up 
to Rs 9,980 million, accounting for 5.8 per 
cent of the national income. By 1989-90, 
it rose to Rs 3,74,660 million accounting 
for 10.57 per cent of the national income. 
Among the tax receipts of the union 
government, the excise receipts occupy 
the most dominant position and account 
for 43 per '. ent of the total lax receipts of 
the centre as compared to 16.3 per cent 
during 1950-51. Taking all the states 
together, the yield from stale sales taxes 
in 1950-51 was around Rs 600 million, 
accounting for 27,5 per cent of the aggre¬ 
gate state taxes. During 1991 -92, the sales 
lax revenue represented .iround 54 per 
cent of the total yield from state taxes. In 
the structure of the state finances, the 
position of sales taxes is broadly similar 
to union cxci.se duties in the ca.se of the 
union finances, though the relative impor¬ 
tance of the sales lax differs from state to 
state. Sales lax is the single largest source 
of revenue to almost every state in India, 
accounting for about 60 to 70 per cent of 
the stales’ own tax revenue in the case of 
several states. That the share of sales taxes 
in the total revenue of the centre and the 
states has increased from 12 per cent in 
1960-61 to about 21 per cent at present 
bears eloquent testimony to the growing 
importance of this tax. As a percentage of 
the total tax revenue of the states includ¬ 
ing their share in central taxes, the share 
of sales tax increa.sed from 26 per cent 
in 1960-61 to around 38.5 per cent in 
1989-90. Most of the states levy tax on 
raw materials as well as other inputs. Sequel 
to the amendment to the Constitution in 
1982, sales tax has become leviable on 
work contracts, hire purchases and leases. 
Among the various incentives offered by 
the state governments to encourage growth 


of industries, sales tax concessions either 
as deferrals or concessional rates arc quite 
significant. Such concessional rates of sales 
tax or exemptions arc available for small 
scale and tiny industries in nine states and 
medium and large industries in twelve 
states. In addition to the general sales tax, 
another peculiarfeatureofthelndianfiscal 
system is that interstate sales are also liable 
to be taxed by the states of origin. Despite 
a ceili ng of 4 per cent for the rate of Central 
Sales Tax (CST) laid down by parliament, 
tax export on account of this tax is sub¬ 
stantial; while, on an average, nearly 18 
per cent of the states’ sales tax revenue 
is accounted for by the CST, the shares 
of certain individual states arc quite high: 
West Bengal (35.2 per cent), Haryana 
(33.9 per cent), Maharashtra (28.3 per 
cent), Madhya Pradesh (23 per cent), 
Punjab (22.6 per cent), Karnataka (20 per 
cent) and Tamil Nadu (12.8 percent). The 
origin of the CST and the need to do 
away with this tax have been dealt with 
in Section 111. 

An important feature of the Indian sales 
tax system is that sales taxes are applied 
extensively at the first stage of the sale 
in any slate - a phenomenon which has 
contributed to the maximum amount of 
cascading as the first pHiint sales tax is 
levied ud valorem on the price of a com¬ 
modity that includes the excise duty paid 
into the central exchequer at the last point 
of its manufacture. Though this is some¬ 
what similar to the practice in Canada, the 
element of cascading in Canada is nut that 
large as the provincial sales taxes in that 
country arc on retail sales only. Another 
peculiar feature of the Indian sales tax 
system is that while the .sales tax is leviable 
on all commodities inclusive of inputs and 
capital goods, services are excluded owing 
to the constitutional limitations. Thc.se 
characteristics have contributed to “com¬ 
plexity, lack of transparency, distortions 
in economic decisions and inequities in 
intcrjurisdictional division of tax bases. It 
is increasingly felt that these problems 
cannot be solved without harmonisation” 
[Bagchi 1997]. 

II 

Inctdence of Indirect Taxes 

A study carried out by the National 
Institute of Public Finance and Policy. 
New Delhi as late as 1994 made the 
following observation about commodity 
taxation in India Isee Bagchi 1997a]. 

The system (of domestic trade taxes) 
that is operating at present is archaic, 
irrational and complex - according to 
knowledgeable experts, the most complex 
in the world. It interferes with the free play 


of market forces and competition, causes 
economic di.stortions, and entails high costs 
of compliance and administration. 

In this connection, the findings of a 
study of indirect taxes in India conducted 
by Pawan K Aggarwal from the National 
Institute of Public Finance and Policy, 
New Delhi are quite significant. The study, 
covering the incidence of major indirect 
taxes, both central and the state taxes, 
attempts to estimate effective tax rates of 
major commodity taxes in India for the 
fiscal year 1989-90. The major findings 
of the study are as follows (Aggarwal 
1998]; 

(i) The total effective rate of taxes varied 
between 3-40 per cent for most commodi¬ 
ties; (ii) For essential commodities, the 
rate varied between 3-12 percent;(iii)The 
effective tax rate for services like con¬ 
struction, electricity and transport was 
about 10 per cent;(iv) On an average, sales 
tax accounted for the highest burden, 
exceeding 5 percentage points of the 
effective tax rate; union excise duty and 
customs duty accounted far less than 5 
percentage points; countervailing duty 
generally did not account for more than 
1 percentage point, reflecting the avail¬ 
ability of tax credit against the MODVAT; 
(V) Effective lax rates rcllected substantial 
input taxation, more than 30 per cent of 
the total for most commodities, and even 
100 per cent for iron ore and some .ser¬ 
vices; (vi) Even though services were not 
[8xed directly, the 10 per cent effective tax 
rate on them mentioned above was due to 
input taxation; (vii) While the contribu¬ 
tion of sales tax in input taxation was the 
highest, the contribution of union excise 
duty was also quite substantial, followed 
by the contribution of customs duly. The 
contribution of countervailing duty, how¬ 
ever, was rather low; (viii) Tax incidence 
on consumers in lural areas (II per cent) 
was slightly lower than in urban areas (12 
percent);(ix) While the distribution of the 
burden of indirect taxes was progre.s.sive 
in both rural and urban areas, it was more 
pronounced in rural areas; the distribution 
of the burden of individual tax compo¬ 
nents was also progressive; and (x) The 
effective rate on food items was lower 
than on non-food items; that on cereals 
was lower than on other food items. 

The major conclusions of the study have 
been summarised below: 

(i) Given the high incidence of input 
taxation, there was an imperative need to 
reduce the same. It was expected that this 
would be achieved as the coverage of 
MODVAT was expanded; (ii) Given the 
high incidence of input taxation, the states 
should also move to a credit mechanism 
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in their respective sales tax structures; 
(iii) A VAT rate of 4 per cent on cereals 
and pulses would be equivalent to their 
current tax burden from the sales tax. For 
many other products, the equivalent VAT 
rate would be 14 per cent. 

Ill 

Reform Efforts 

The first effort toward reform of the 
system of commodity taxation in India 
was taken in 1965 when the Fourth Finance 
Commission was given a term of reference 
by the Government of India to measure 
the combined incidence of the union excise 
duties and state sales taxes and the effect 
of their incidence on production, con¬ 
sumption or export of the commodities 
taxed, examine the possibility of deter¬ 
mining the proportion that the combined 
money burden of union excise duties and 
sales taxes bore to the sale price of each 
commodity. The Fourth Finance Com¬ 
mission found that even this limited study 
bristled with several difficulties: while 
excise duties were mostly in terms of 
specific rates, sales taxes, being ad valo¬ 
rem levies, created the problem of con¬ 
verting the excise rates to ad valorem 
rates. "For the same commodity, excise 
rates differed for different categories, 
whereas in the case of sales tax there was 
no such differentiation in general” |Gol 
1965]. Further there was so much diver¬ 
sity in the system of sales lax levy from 
one slate to another that the question of 
bringing them to a uniform scale was a 
job in itself. 

The commission noted that wherever 
the sales tax rates were on the basis of a 
single-point levy, the problem was simple 
while these rates were in terms of multi¬ 
point, double-point or a combination of 
various systems, the conversion of these 
levies into single-point rates created 
several problems. The commission also 
observed that the total incidence of the 
excise duty and sales taxes on manufac¬ 
tured commcKlities might also have to 
include the incidence of excise duty and 
sales lax on their components: the deter¬ 
mination of this multiple incidence was 
not always easy. The commission found 
that the states were not in a position to 
furnish data regarding the total value of 
sales and total sales tax collections under 
each item. Had this data been made avail¬ 
able, the problem of converting other levies 
into single-point levies might have been 
far easier, the commission felt. For these 
reasons, the commission found it difncult 
to pursue even the limited study of the 
proportion that the money burden bore to 
the price in each excisable commodity. 


Even if the commission were able to 
determine the proportion that the money 
burden of the two taxes bore to the total 
price of a commodity, it might not have 
taken them far in relation to the main task 
before them since the commission had to 
assess the effect that money burden hud 
on production, consumption or export of 
a commodity while the factor of taxation 
had a bearing on the price of a commodity 
and in the commission’s view, this was 
no more than “one out of a host of im¬ 
portant factors”. According to the com¬ 
mission, unle.ss they were in a position to 
undertake for each excisable item detailed 
cost-analysis studies of the type that were 
usually undertaken by the Tariff Commis¬ 
sion, they would not be able to determine 
whether its production, consumption or 
export was being hampered on account of 
the excessive burden of either the.se two 
taxes or some other factors. In order to 
recommend any ceilings on sales tuxes, 
the commission had not only to determine 
the combined incidence of the two taxes 
but also the separate incidence of each. 
The commission observed that even if 
data were available, it would be “analyti¬ 
cally impossible to he preci.se about the 
effect of one or two variables when the 
number of variables was .so large” with 
the result the commission found itself 
unable to undertake these detailed 
studies. 

Certain states had represented before 
the commission that in judging the rea¬ 
sonableness of the restraint that a lux 
imposed on production and consumption, 
one had to keep several factors in mind: 
in the case of certain commodities it might 
well be the objective of the government 
policy to limit the growth of consumption 
and production and in the ca.se of such 
commodities, no corrective action was 
called for. If the combined incidence of 
the two levies went to inhibit consumption 
of essential consumer items to the detri¬ 
ment of the living standards, corrective 
action had to be taken. Similarly, if taxa¬ 
tion had an inhibiting effect on the pro¬ 
duction of intermediate and capital goods, 
it was definitely a matter tor concern. 
Apart from the quantum of the lax there 
was also the manner o** imposition and 
collection. If the taxes were levied or 
collected in a manner which would stand 
in the way of the efficient organisation and 
development of industry - if it would 
prevent the diversification or location 
of industry on rational lines or the 
organisation of procurement of raw ma¬ 
terials or distribution of products in the 
most economic manner - there was a case 
for overhaul of the taxation scheme. In the 


then prevailing situation this question was 
also important from the point of view of 
promotion of exports. Most states had 
assured the commission that so far this 
aspect was concerned, they themselves 
were very con.sctous of the need for ex¬ 
ports and were devising suitable adjust¬ 
ments in sales tax levies with a view to 
reducing any disincentive effect that the 
sales taxes might have on exports. 

With these ob.scrvations. the Fourth 
Finance Commission proceeded to exam¬ 
ine the manner in which better co-ordi¬ 
nation between union excise duties and 
.sales taxes levied by the states could be 
brought about. All the states had conceded 
the point that “unrestricted and un-coor- 
dinaicd taxation might affect production 
as well as exports and there was need for 
coordination between the tax policies of 
the union and the states". As to whether 
this co-ordination could be achieved 
through a system of ceilings on sales tax 
rates on certain commodities, combined 
with a financial sanction in the form of 
the possibility ot a cut in the slate's share 
out of union excise duties in case a state 
exceeded the ceilings, was a matter on 
which the states had expres.sed strong 
views. 

'I'hc states efrew the attention of the 
Finance Commission to the fact that “sales 
tax was the only elastic source of revenue 
left with them and any attempt to place 
restrictions on their freedom in this fieid 
of taxation would affect their capacity to 
raise resources and thus handicap them in 
relation to the requirements of the Fourth 
Five-Year Plan. Sales tax was essentially 
of regional application and was almost the 
only major fiscal instrument left with them 
for shaping their economic and industrial 
policy.” The commission noted that the 
slates had been using sales lax along with 
power lariffs for giving incentive to in- 
du.stry and trade and any dilution of their 
power in this respect would mean a set¬ 
back to thcii efforts for encouraging the 
growth of industry and trade within their 
respective areas. It was felt that any ceiling 
on sales tax rates determined by the 
Finance Commission for a period of five 
years would remove the element of flex¬ 
ibility from the taxation system of the 
states and would “cut at the very root of 
the principle of slates’ autonomy, thereby, 
weakening the federal structure". It hud 
also been contended that the “mechanism 
of adjustments in the share out of an item 
of devolution, depending on the obser¬ 
vance of specified conditions by the states, 
might well be inconsistent with the con¬ 
stitutional provisions regarding sharing of 
taxes”. 
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While union excise diities were not 
compulsorily divisible as per the consti¬ 
tutional provisions, it was argued that once 
a tax was made divisible according to a 
certain formula, it had acquired all the 
elements of a devolution item and any 
conditions imposed on the sharing scheme 
might not be legally valid. It had also been 
pointed out that the “linking of the shares 
of excise duties with the rates ot sales 
taxes might run counter to the principles 
that a Finance Commission might decide 
for distributing excise duties”. Certain 
states had expre.s.sed the view that between 
sales taxes and union excise duties, it was 
the latter category of levies, which in the 
case of the most of the commodities, 
imposed a higher money burden. Accord¬ 
ing to them, if at all any restrictions were 
necessary, the proper course would be to 
place ceilings on excise duties. The 
Finance Commission noted that out of the 
68 items which were then figuring on the 
excise list, the problem of co-ordination 
between exci.ses and .sales taxes did not 
arise in 19 items, accounting for 4S per 
cent of the aggregate exci.se revenue. Eight 
of these items, namely, cotton fabrics, silk 
fabrics, woollen fabrics, sugar, tobacco 
(unmanufactured), cigars and cigarettes 
had been exempt from the levy of sales 
tax under the scheme of additional excise 
duties in lieu of sales tux. In respect of 
four other items common to excise and 
sales tax lists, namely, cotton yarn, jute, 
steel ingots and pig iron, there was already 
a ceiling of 2 per cent on sales tax rates 
under the Central Sales Tax Act, 1956. 
Then there were certain other items known 
as ‘special goods' in re.spect of which all 
the states were then uniformly levying a 
sales tax at the rate of 10 per cent. In fact 
the suggestion for this uniform levy had 
come from the central government and the 
states had accepted it. There were in all 
IS items in this category out of which 
seven items, namely, motor vehicles, tyres 
and tubes, cycles and parts thereof, refrig¬ 
erators and air-conditioners, wireless re¬ 
ceiving sets, gramophones and certain iron 
and steel products were then in the excise 
list. In the ca.se of these items, no upward 
revision had been envisaged in the near 
future, at any rate, since the then prevail¬ 
ing rates had been fixed in consultation 
with the centre, in future also the revision 
would be effected after mutual consulta¬ 
tions. Thus out of 68 commodities, it was 
in the case of 49 commodities that the 
quc.stion of co-ordination between exci.se 
and sales tax arose. The states' view 
generally was that if on a proper study of 
the facts, it was found that in the case of 
a few selected items out of these 49, a 
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co-ordinated tax policy was called for. 
According to them, however, the proper 
course for such co-ordination was 'not the 
mechanism of a financial sanction in the 
form of reduction in the share out of a 
devolution item but a periodic exchange 
of views between the union and the states 
on problems of taxation and related su'o- 
jects with a view to evolving coordinated 
lines of action. 

It hud been pointed out to the commis¬ 
sion that there was no need to resort to 
a scheme of linking the share out of union 
excise duti^'s with .sales tax as the then 
existing powers with the union govern¬ 
ment under Article 286 (3) of the Con¬ 
stitution together with Section 14 of the 
Central Sales Tax Act, 1956 were ad¬ 
equate for controlling the upper limit of 
sales taxes in the case of such items as 
might be deemed to be of special impor¬ 
tance. If such action was necessary and 
the states agreed, the union government 
could further enlarge the existing list, after 
providing for compensation to the states 
for loss of revenue rather than resort to 
a financial sanction of the type contem¬ 
plated in the term of reference. Certain 
states had argued that a scheme of ceilings 
on sales tax rules would be inequitable as 
between industrially and commercially 
advanced states with a fairly large urban 
sector and the states which were predomi¬ 
nantly agricultural. In the case of the 
former, the sales tax yield occupied a 
much more pivotal position in their fi¬ 
nances than in the latter: if ceilings were 
imposed their finances would be more 
adversely affected than the finances of 
agricultural states. As against this argu¬ 
ment, the commercially backward states 
had argued that the sales tax revenue on 
interstate sales accruing to the advanced 
states was largely paid by consumers in 
other states and that in the distribution of 
central sales tax - a source of revenue 
which the central government should have 
distributed on some equitable basis, the 
backward states had been discriminated 
against under the then existing arrange¬ 
ments according to which each state kept 
what it collected on behalf of the central 
government. 

In view of the fact that adequate data 
for determining the combined incidence 
of the two taxes and their economic effects 
were not available, the commission could 
not proceed to the next stage, namely, that 
of fixing the ceiling and devising a for¬ 
mula for adjustment in the share out bf 
the excises did not arise. The procedure 
for framing a scheme of ceilings on sales 
tax rates and for its implementation should 
be the same as in the case of additional 


excise duties in lieu of sales tax. Both 
could be evolved by mutual agreement: 
their successful functioning again de¬ 
pended on mutual understanding. In view 
of what has been explained above, the 
commission did not recommend any 
scheme of ceilings on the sales tax rates 
of any of the excisable commodities and 
the question of suggesting a formula for 
adjustments in the share of the states out 
of union excise duties did not therefore 
arise. While the exchange of views be¬ 
tween the states and the Finance Commis¬ 
sion summarised in the above paragraphs 
gives a flavour of the reaction of the states 
to such issues affecting centre-state finan¬ 
cial relations, it is important to keep the 
above observations and recommendations 
of the Fourth Finance Commission as a 
backdrop for the altemati ve model of V AT 
propo.sed in Section IV of this paper. 

Centrai. Sales Tax 

In the foregoing paragraphs, mention. 
was made about the central sales tax. This 
needs some explanation. The Taxation 
Enquiry Commission (TEC) of 1953-54, 
after studying the problems of the opera¬ 
tion of the sales tax with respect to inter¬ 
state sales of goods, recommended that a 
new law should be enacted for authorising 
the levy of a tax on interstate sales subject 
to a ceiling of 1 per cent, which the states 
would administer and also retain the rev¬ 
enue. In making this recommendation, the 
commission had rejected the principle 
undcriyingthe then existing constitutional 
provisions relating to interstate trade taxa¬ 
tion, namely, that sale of goods should be 
taxed only by the state where the goods 
are consumed, or the state of 'destination', 
and not by the exporting state or the state 
of 'origin'. As observed by Bagcki, it is 
a pity that the TEC, while recognising the 
role of the centre in regulating the tax on 
interstate trade, did not adhere to the logic 
which it had itself expounded in the matter 
of taxation of cross-bordersales to unregist¬ 
ered dealers, namely, that the bulk of the 
revenue from such an origin-based tax 
should be passed on to the importing states. 

Following the recommendations of the 
TEC, the Constitution was amended in 
1956 to provide for the levy of the central 
sales tax (CST). Currently the CST stands 
at 4 per cent. Besides the inequity in tax 
base sharing, the trading community is 
obliged to pay the CST at several stages 
in respect of the components of a product 
manufactured in more than one state before 
their assembly. In order to avoid this, 
several business houses resort to the prac¬ 
tice of setting up several branches with a 
view to get the parts as ‘branch transfer’. 
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This phenomenon has prompted the states 
md the centre to contemplate levy of a 
;onsignment tax on which no agreement 
las been reached for the last IS years. If 
ndia were to go in for the VAT in its true 
etter and spirit, there can be two opinions 
egardingdispensing with theCentral Sales 
fax. 

VAT AND MODVAT 

In order to minimise the cascading effects 
)f excise taxation of inputs, the govcm- 
nent of India, in 198S, introduced a 
nodificd form of excise duty called the 
vIODVAT. Shomc (1997) points out that 
inlike in almost all countries which have 
ntroduccd the VAT - where the conver- 
lion of a turnover tax regime into a VAT 
vas preceded by a year or longer of 
idministrativc preparation, computer- 
sation and taxpayer education - in India 
he process has been one of iteration 
owards a VAT, both in terms of tax 
itructurc and tax administration. For 
sxampic, the credit mechanism was intro- 
luced for a few commodities at the be- 
■ inning, and its coverage was slowly 
ixtended to otlier commodities. In the 
bllowing two or three years, the 
vIODVAT was extended to cover prac- 
ically all chapters of the central excise 
ariff except petroleum products, textile 
iroducts, tobacco, cinematographic films 
ind matches. This practice, according to 
>home, IS quite different from the usual 
nodel of including all goods under the 
/AT with a few exemptions and exclud- 
ng small businesses under a threshold 
>a.sed on turnover. The fact, however, 
emains that MODVAT is not a value 
idded tax in the real sense oi the term: 
The so-called Indian MODVAT is not a 
/AT at all, but rather a form of modified 
ixcise duty. The MODVAT is essentially 
nanufacturing excise tax with credit al- 
owed for excise duty and customs in a 
imited number of industries, introduced 
nainly with a view to eliminate the cas- 
:ading effect of multi-point excise levies” 
Tait 1988:301. 

It is also necessary to know the back- 
>round in which the MODVAT .scheme 
vas formulated. Chakraborty noted three 
neasures attempted earlier for containing 
he inflationary impact on account of the 
ixcise taxation system; (i) In the produc- 
ion of an excised commodity, inputs 
lelonging to Tariff Item 68 were rendered 
iligibie for set-off. (ii) Within each tariff 
tern the duty paid on inputs within the 
lame item was made available as proforma 
:redit. (iii) For several excised commodi- 
ies provision was made for duty relief for 
ipecified inputs. 


It was, however, found that this ap¬ 
proach of selective concessions coupled 
with exemptions granted through more 
than sot) notifications had only led to 
several complications in tax administra¬ 
tion. Due to the predominance of .sales tax 
as the single most important source of 
revenue for most of the states, any assess¬ 
ment of the distribution of the tax burden 
among different sections of society had 
become extremely difficult. It was in this 
context that the MODVAT was formu¬ 
lated “as a theoretically appealing way of 
providing set-offs for taxation of inputs." 
The L K Jha Committee on Indirect Taxes 
(1978) had also recommended the levy of 
such a tax on manufactuied gtKids. How¬ 
ever, It has to be recognised that “as long 
as credit is given only for excise duty and 
additional duty customs paid for inputs 
and not for general customs duty, relief 
in the MODVAT would not be available 
to certain category of producers like 
automobile manufacturers who depend 
largely on imported goods". 

Under the MODVAT scheme, union 
cxci.se duties on most manufacturing goods 
have been converted to incorporate a credit 
mechanism for tuxes paid on inputs. Apart 
from reduction in the number of tux rates, 
credit is available fur tax on raw materials 
as well as capital goods. Further the earlier 
requirement of matching inputs with 
particular outputs has been eliminated. 
Shome (1997:8-12) distinguishes the 
following features about the Indian 
MODVAT system; 

(i) It is the general experience that 
whenever a cascading domestic consump¬ 
tion tax structure is converted into a VAT 
which essentially allows input tax to be 
credited, a revenue neutral VAT rate is 
calculated and introduced. While this has 
happened in most countries which have 
gone in for the VAT, and has necessarily 
implied an increase in the tax rate on the 
end product since crediting of input tux 
implies a decline in revenue at least in the 
short run, in the case of India, however, 
crediting of input taxes has been intro¬ 
duced pari passu with a scaling back of 
end product tax rates over the last decade. 

(ii) When a production-type VAT, with 
crediting only of raw material tax and not 
of capital goods tax, is converted into a 
consumption-type VAT with crediting of 
all input tax, including on capital goods, 
the change typically takes place over 
3-5 years as in the case of Columbia and 
Turkey. In India, however, it was a once- 
for-all change in 1994-95, followed by a 
broader interpretation of the application 
of rules in 1995-96. 

(iii) The removal of the matching re¬ 


quirement of inputs with outputs for cred¬ 
iting purposes starting from 1995-96would 
have a negative impact on the MODVAT 
revenue. 

(iv) Though the number of rates was 
brought down to twelve in the 1997-98 
budget, the tux structure is still replete 
with multiple rates and exemptions, 
making the MODVAT administration 
relatively difficult, necessitating detailed 
cross-checks which are strenuous to pur¬ 
sue. 

(v) Although credit is given for taxes 
paid on capital goods, the post-tax price 
of capital goods is used for the calculation 
of production value for tax purposes at the 
next stage. This continues the ca.scading 
element in the MODVAT. 

(vi) Interpretation of what is a creditable 
capital good is ba.scd on a positive rather 
than a negative list, leading to represen¬ 
tations from industry and delays in receiv¬ 
ing credit. 

(vii) While most countries which have 
introduced the VAT with only a few rates 
typically also have a few excise taxes 
levied on the value of production rather 
than on the value added such as on pe¬ 
troleum products, tobacco products and 
alcoholic drinks^and sometimes even on 
electronic gadgets and white goods, in 
India, the transformation process of the 
excise structure into the MODVAT has 
almo.st eliminated the traditional excises. 
This, according to Shome, partially ex¬ 
plains why the excises suffer from mul¬ 
tiple rates, since higher rates are necessary 
for othcrwi.se traditional exci.scs. 

(viii) Services ha ve been neglected from 
inclusion in the VAT base. While powers 
to levy tax on certain services like enter¬ 
tainment and adverti.scmcnts, other than 
in newspapers or the electronic media, arc 
conferred on the states, the centre has 
started taxing the services .sector by invok¬ 
ing its residuary powers under the Con¬ 
stitution. Bagchi has rightly pointed out 
that the criterion of ‘neutrality’ requires 
that services be brought uiu^er taxation 
through the VAT and not in the form of 
a stand-alone tax. Since service providers 
operate mostly at the retail level, it would 
neither be practical nor possible to bring 
It within the ambit of a manufacturer level 
VAT like the MODVAT. 

Since the MODVAT has not been fol¬ 
lowed up by a similar system at the state 
level in sales taxation, the MODVAT could 
at best be viewed only as a step towards 
adoption of a full-fledged VAT in India 
and not a VAT in il.scif, while introduction 
of a full-fledged VAT in India would seem 
to pre.scnt “numerous administrative and 
coasiiiutional difficulties, including the 
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vexed question of union-state relations” 
(Tait 1988:30). It .should also be recognised 
that the prevailing sales tax system in 
India is ba.scdon the origin principle which 
allows the retention of revenue in the 
producing state. As pointed out by Shome 
(1997:15), a switch-over to the destina¬ 
tion principle which would allow revenue 
to accrue to the consum i ng state and wou Id 
approximate the central principle that the 
vat should be a consumption lax, would 
be dilTicult to introduce in India since 
several industrial states might stand to 
lo.se revenue. 

In the wake of liberalisation, tax reform 
is one of the key elements of the economic 
reform process in India. The Tax Reforms 
Committee (TRC), headed by Rajah J 
Chelliah, in its Interim Report (1991), 
observed that it would be ideal if one 
comprehensive VAT could replace the 
present sy.stem of central excise, states' 
sales taxes and other indirect taxes except 
the state levy on alcoholic liquor and the 
state entertainment tax. I lowever. it is the 
translation of this theory into practice in 
the contextof fi.scal federalism as it operates 
in India, makes it an extremely difficult 
and delicate task. International experience 
has shown that a successful implementa¬ 
tion of the V AT will require determination 
of the VAT rates by the centre and that 
a Centrally determined VAT should re¬ 
place the cascading turnover .sales tax 
levied by states. It goes without saying 
that introduction of the VA T in India is 
almost impo.s.sible us the states would not 
be willing to give up even part of their 
exclusive powers of sales taxation. Fur¬ 
ther It would be a Herculean task to 
convince the states about the superiority 
of the V AT over the first- point sales taxes 
because whatever experience the states so 
far have had in sucli matters cannot be 
considered satisfactory to lure them into 
a value added tax ■-ystem. For example, 
in pursuance of an agreement reached 
between the centre and the states at a 
meeting of the National Development 
Council in December 1956, it hud been 
decided that the centre would levy addi¬ 
tional excise duties on cotton fabrics, 
woollen fabrics, rayon or artificial silk 
fabrics, sugar and tobacco in lieu of sales 
tax on the commodities earlier levied by 
the states with the states agreeing to abolish 
sales tax on these commodities. Under this 
tax-rental arrangement, the entire net 
proceeds from the additional excise duties 
in lieu of sales tax are to be disiributed 
to the states on the basis of recommen¬ 
dations of the Finance Commission every 
five years. States have expressed their 
unhappiness with this arrangement both 


with regard to the method of its implemen¬ 
tation by the centre and the scheme of 
redistribution recommended by the 
Finance Commissions. 

While the Ninth Finance Commission 
was given a term of reference to examine 
the possibility of merging additional excise 
duties in lieu of sales tax with basic excise 
duties, nut only were the states unanimous 
in opposing the proposal but the Finance 
Commission al.so strongly recommended 
against any such move. The commission 
found that much of the opposition against 
the proposed merger could be traced to the 
manner in which the tax rental arrange¬ 
ment was being implemented by the cen 
trc. For instance, it had been decided at 
a meeting of the National Development 
Council as early as in December 1970 that 
within a period of two to three years the 
proceeds from additional duties of excise 
in lieu of sales tax should achieve a level 
of 10.8 percent of the value of clearances 
and the ratio between the yields from basic 
dutiesof excise and additional exciseduties 
on these commodities was intended to be 
brought up to 2:1. The commission noted 
that while the latter commitment was 
fulfilled in recent years, the former one 
which was required to be done within 
three years of the meeting of the National 
Development Council in 1970, still re¬ 
mained to be realised. Apart from the fact 
that the government of India did nut fulfil 
its promises with regard to realisation from 
this levy, it had unduly expanded the 
coverage of the goods by resorting to 
definitional changes precluding thereby 
more items from the levy of sales tax and 
many commodities were also subjected to 
'nil' rale of duty. These commodities, 
therefore, were free not merely from the 
levy of additional duties of excise but also 
escaped the liability to sales tax which the 
states were prevented from imposing for 
fear of forfeiting their share in the pro¬ 
ceeds from additional duties of excise. 
The Ninth Finance Commission not only 
did not recommend the merger of addi¬ 
tional duties of excise with basic duties 
of excise, but also proposed that the rev¬ 
enue loss suffered by the states on account 
of the exemption'; of additional duties in 
lieu of sa' ;s tax allowed by the central 
government should be estimated. The 
National Institute of Public Finance and 
Policy (NIPFP) which was entrusted with 
this responsibility found that states were 
losing revenue on account of exemptions 
in the case of khandasari sugar, certain 
items of textiles like rubberised textiles, 
knitted or crocheted fabrics and fabrics of 
man-made mateiials coated or filamented 
with preparation of LDPE. The NIPFP 


study established that the centre had in¬ 
creasingly mobilised revenue from yam 
and the raw materials of yam through 
empirical evidence for the decline in yield 
from the basic excise duties on fabrics and 
increase in the yield from yam. The NIPFP 
study had strongly recommended that the 
divisible pool of the additional excise duties 
in lieu of sales tax should take into account 
the central tax base of raw materials, yam 
and fabrics lest the centre should derive 
exclusive benefit from the base. Several 
states have also expressed their reserva¬ 
tions regarding the economic criteria 
selected by the Finance Commissions for 
the horizontal redistribution of the pro¬ 
ceeds from the additional excised duties 
in lieu of sales tax among the states. While 
many states have favoured sales tax col¬ 
lections in the respective states as the basis 
of redistribution, the adoption of criteria 
like net state domestic product and adop¬ 
tion of the 1981 population figures by the 
Ninth Finance Commi.ssion as against the 
1971 population figures stipulated in the 
terms of reference have left several states 
dissatisfied with the scheme of redistribu¬ 
tion too. Going by such experience, it 
should not be surprising if states view any 
move to introduce the VAT at the national 
level not merely as an attempt to encroaeh 
upon their exclusive powers of sales taxa¬ 
tion but could even question the alleged 
superiority of the VAT over the sales tax 
system. 

.Earlier in the paper, it was stated that 
the VAT could also be looked upon as a 
multi-stage tax which produces a burden 
equivalent to that of a single stage retail 
sales tax. That it is the first point turnover 
sales tax whieh causes the maximum 
amount of cascading in the absence of any 
provision to give set-off for the tax paid 
at production point in the form of cither 
excise or MODVAT both of which arc 
central levies is fundamental to any at¬ 
tempt at a design for a national VAT for 
India. In most of the states, sales tax is 
levied mainly at the first point known as 
the single point sales tax. The tax is thus 
collected from the importers, manufactur¬ 
ers or the wholesalers. The only states still 
having multi-point tax on a few commodi¬ 
ties are Karnataka and Kerala 

The TRC, in its final report, recom¬ 
mended an admixture of the VAT, namely, 
MODVAT at the centre extending to most 
commodities and rationalising sales tax 
system at the state level. It recommended 
that a value added tax, namely, the re¬ 
formed central excise system, should be 
extended to the wholesale stage, whole¬ 
sale stage being defined as traders who 
buy from manufacturers and sell to other 
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manufacturers or traders. The TRC ob¬ 
served that they should be subject to the 
VAT in addition to excises payable by the 
manufacturer and that only the value added 
at their hands should be subject to tax and 
the manufacturers who buy from these 
wholesalers should also be able to obtain 
credit for the tax paid earlier. According 
I to the committee, this would provide 
adequate safeguard against the attempts at 
undervaluation by the manufacturer to 
reduce excise liability which is the cau.se 
of many disputes in excise besides cap¬ 
turing the value added at the hands of the 
wholesalers. The TRC recommended that 
the VAT at the wholesale stage could be 
collected by the stales' sales tax depart¬ 
ment concerned in close co-operation with 
the officers of the central excise dep.irt- 
tneniand the amount of the VAT collected 
could be allowed to be retained by the state 
where it is collected: “This central VAT 
can be levied with the co-operation of the 
states who cun be persuaded to accept this 
levy, bccau.se their own right to levy the 
sales lax on goods will no way be circum- 
> scribed, and at the same time, they will 
get the entire revenue from the VAT at 
the wholesale .stage" [Gol 19921. 

The above recommendation of the TRC 
should be appreciated in the context that 
the first-point sales tax is of a ca.scadmg 
type and no credit is available to the 
wholesaler for the exci.se or MODVAT 
already paid since the states cannot he 
expected to give credit foi a tax paid into 
the central exchequer. In this connection, 
it needs to he mentioned that the moment 
a product leaves the manufacturing point 
after completion of the production process 
in all icspects, the central excise duty 
regime en<ts and all subsequent transac¬ 
tions should only be deemed to be sales 
’ and they can be subject only to sales taxes 
and not to any form of central excise duty 
like a central VAT although this might be 
collected and retained by the stales as per 
the recommendation of the TRC. This 
particular recommendation of the TRC 
therefore is not sustainable as per the 
existing constitutional provisions. Further, 
it should also be recognised that nearly 
80 per cent of the sales tax revenues of 
the states come from excisable commodi¬ 
ties, This will give an idea of not only the 
dimensions of the ca.scading involved in 
the first-point sales taxation and the prob¬ 
lem of introducing a true value added tax 
devoid of any cascading element. It is true 
that several states like Andhra Pradesh, 
Kerala, and West Bengal have introduced 
the credit principle on a diverse set of 
commodities, particularly inputs for manu¬ 
facture, following the MODVAT scheme 


of the central government. Maharashtra 
state was the first one in India to take a 
bold initiative to introduce a VAT in its 
true spirit covering the entire .spectrum of 
manufacturing and trading in the stale 
Besides extending relief for manufactur¬ 
ing inputs, the intermediate dealers, namely 
those selling goods purchased from regist¬ 
ered dealers, called re-sellers', who were 
not liable to pay sales tax have also been 
brought within the purview of the VA T 
in Maharashtra. Bagchi, who recently 
undertook a study of the operation of the 
VAT in Maharashtra, is highly apprecia¬ 
tive of the bold steps taken by the .state 
in pushing through the VAl' despite the 
risks involved for revenue growth (Bagchi 
1997). FVeparations for the possible intro¬ 
duction of the VA'f on a wider .scale aie 
going on in Delhi, Karnataka. Madhya 
Pradesh and Tamil Nadu in the form of 
training officials and feasibility studies. 
Nevertheless, the VAT, in its true spirit, 
cannot be reali.scd in India unless a lasting 
solution i s found for removing the ca.scad¬ 
ing clement in the first-point sale taxation. 

Another fundamental issue to be ad¬ 
dressed is the question of commodity 
taxation at two levels, the central/lederal 
and the provincial, in large countries. While 
a VAT is levied best at the national level, 
after a study of the experience of Canada, 
Bagchi has concluded that the above option 
is not open to a Icderalion where the 
subnational govcininents derive a major 
portion of their tax levenue from the sales 
lax. Bagchi goes on to make the following 
sweeping observation, of course on jus¬ 
tifiable grounds; "What comes out loud 
and clear from the Canadian experience 
is that domc.stic taxation of commodities 
at two levels cannot be carried on entirely 
independently' (NIPPP 1994|. This is the 
same view expressed by other expcits like 
Bird who have held that no country has 
yet been able to work out a satisfactory 
way ofoperatingsalestaxes independently 
at two levels ol government |Bird 19941. 
Bagchi suggests a concurrent VAT at two 
levels of government, namely, both the 
centre and the states, but integrated m the 
sense that the ba.sc will be laid down at 
the national level while allowing the stales 
to fix the rates. The states could have 
flexibility in determining their ba.se too 
but departures from the national base 
should be kept to the very minimum and 
decided in consultation with the centre. A 
study by the NIPFP t, 1994) recommended 
a manufacturer’s VAT and the centre and 
state sales taxes con.vcrtcd into a destina¬ 
tion-based VAT as an interim solution 

Burgess, Howes and Stern (1993), while 
conceding the fact that international ex¬ 


perience with the VATs in federations 
reveals widespread usage of central V AT s, 
with collection by states under the super¬ 
vision of the centre and revenue-sharing, 
feel that it is difficult to avoid the con¬ 
clusion that, from the point of view of 
federal politics, this option is a non-starter 
for India. According to them, the alterna¬ 
tive would be to have the centre reducing 
rather than expanding its role in indirect 
taxation. Under this option, the centre 
would retain only a small number of high 
revenue-yielding cxci.ses and the slates 
would then ndinini.stertheii own VATs to 
replace the current system of sales taxes 
and to replace union excises on many 
goods. According to these authors, the 
option of a system of state VATs is likely 
to be politically attractive to the slates 
since most of the stales could be expected 
to prefer it) collect the lax revenue them¬ 
selves rather than be dependent on the 
centre. Pointing out that the propo.sal to 
make the VAT a state lax would he at odds 
with the prescriptions that the central 
MODVAT should be further developed 
and that the centre should assist the states 
with the transition from sales tax to the 
VAT, the authors clai ify that in their view, 
the state-run system of VATs could only 
be considered a long-term option and that 
‘ in the short run, a dual VAT is almost 
certainly the only way torwaid m the 
developmeiu of value added taxation in 
India” IBiirgcss, Howes and Stern 199.1). 

The above recommendai ions suficr from 
certain shortcomings apaii from practical 
difficulties 111 thcii lK*iiig implemented In 
the first place, the authors have jiroposcd 
this model drawing parallel to a similar 
pioposal tindei consideration in Bra/ii at 
that time Brazil, however, as observed by 
Norregaaid (1997), besides offering an 
example of a VAT assignment system that 
IS generally believed to have hud detri¬ 
mental effects on economic performance, 
al.so provides empirical evidence of 'he 
dilficultics of co-ordinating and adminis 
lering a VAT levied at the subiiational 
level, with the state level VAT on inter¬ 
state transactions being levied on an oi igin 
basis at a lower rate than on transactions 
within the slate, giving rise to sigiiificaiil 
distortions and administrative dilficultics. 
All three levels of government arc as¬ 
signed taxing powers on consumption, but 
with diflerent lax systems, and with the 
tax covering the widest base, the VAT- 
type lUMS a.ssigncd to stale governments 
and not to the federal government. Fur¬ 
ther, u large traction ol the federal govern 
ment consumption tax (the IPI) is trims 
ferred to lower levels of government under 
a tax-sharing arrangement. This particular 
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design is believed to encourage tax com¬ 
petition between entities of government 
and to foster tax evasion, which is further 
exacerbated by a large number of tax rates 
and exemptions. Some of the shortcom¬ 
ings of the ICMS were eliminated in 1996 
through a major tax reform. Following the 
1996 reform, which zero-rated all exports 
and introduced a credit for capital goods, 
the federal government has propo.sed a 
more comprehensive reform, which would 
replace the present ICMS and IPl with 
both a federal and a state level VAT, 
levied on the same tax base and at homo¬ 
geneous rates for interstate as well as intra¬ 
state transactions. It has also been pro¬ 
posed that this tax should be levied on a 
destination basis. Although the proposed 
mechanism, as pointed out by Tcr- 
Minassian, is in principle compatible with 
different arrangements for the sharing of 
revenues among the states, any move from 
the current origin principle is bound to 
have a signiFicant impact on the distribu¬ 
tion across the states of their major rev¬ 
enue source, entailing losses for states that 
are net cxporteis to the rest of the country 
and gains for those that are net importers. 
Expressing serious doubts on mustering 
the political consensus required for 
the constitutional amendment needed 
to achieve this objective, Ter-Minassian 
(1997) recommends that a more practical 
solution would be to replace the exi.sting 
system of .sales and excise tuxes with a 
more standard VAT with a single late or 
two rates, levied at the federal level on a 
broad base including services, with 
the proceeds shared with the states and 
municipalities on a derivation basis, and 
complimented by a narrow range of 
excises. 

Secondly, the model of Burgess and 
others envisages that in return for 
decentralising the system of VATs to states, 
the centre might also be able to negotiate 
a number of binding agreements with the 
states in relation to the harmonisation of 
bases and the simplirication of rate struc¬ 
tures. Furtiicr they have proposed that 
agreement of the states to submit to a 
central, though possibly state-controlled, 
regulatory tax agency would also be 
desirable. 

Ill the light of the history of fiscal re¬ 
lations between the centre and the states 
elaborated in the foregoing pages, it is 
highly doubtful whether these recommen¬ 
dations would be acceptable to the states 
and even if there is broad agreement among 
major states, hiirmonisation of the rates 
and uniformity in application may remain 
a distant dream. Further, even the authors 
conclude that while the combination of 


central excises, state VATs and an end to 
vertical revenue sharing would only be 
long-term option, a dual VAT in the short 
run is inevitable [Burgess, Howes and 
Stem 19931. 

IV 

Alternative Model 

There is a broad consensus in the 
literature on fiscal federalism that the V ATs 
are appropriately assigned to the central 
level of government. This dictum, accord¬ 
ing to Norregaard, rests on the fairly 
extensive administrative capabilities re¬ 
quired to operate the tax, a requirement 
that is generally best met by central govern¬ 
ments in combination with the need to 
make the VAT neutral with respect to the 
spatial allocation of production and con¬ 
sumption, implying that - generally - the 
VAT should conform to the destination 
principle [Norregaard I997:6.‘5-66|. Fur¬ 
ther, a subnational VAT system would 
pose problems with regard to which provin¬ 
ces or states should receive the revenues 
from the VAT on imports, and which 
should bear the burden of the V AT refunds 
on exports. Following this kind of reason¬ 
ing, Norrcgaaid concludes that compre¬ 
hensive VATs should be left solely with 
the national governments. Further expe¬ 
rience with federations, particularly large 
federations at that, has shown that any 
system which involves commodity taxa¬ 
tion at two levels, namely, federal and 
provincial, cannot ensure implementation 
of the VAT in its true spirit. In this con¬ 
nection it is necessary to study the recent 
developments in the European Union and 
Canada, which repre.sent a major depar¬ 
ture from the traditional approach to the 
federal VAT. 

Cross-Border Trade: EU Exi'eruince 

The main rea.sun why the VAT was 
originally adopted as the required fornt for 
general sales taxation in the European 
Union was its advantage in implementing 
the des'ination principle with respect to 
cross-border trade. As observed by Bird 
and Gendron (1998), only with the value 
added form of sales tax could member 
countries be sure that imports were fairly 
treated in comparison to domestic prod¬ 
ucts, and that exports were not subsidised 
by over-generous rebates at the border: “It 
is thus somewhat ironic that theJ>cst way 
to apply VAT to cross-border trade within 
the EU has been a matter of considerable 
debate since the beginning. This is.sue has 
not yet been resolved.” 

From the Neumark Report (1963), with 
its lecommendation for the eventual adop¬ 
tion of the origin principle for intra-EU 


trade, through such major contributions as 
Cnossen and Shoup (1987) to the recent 
proposals of the European Commission 
(1996), tax experts have put forth a variety 
of solutions to the perceived problems. 
Nevertheless, one has either resolved the 
issue or achieved full acceptance. Despite 
the arguments advanced in favour of the 
origin principle of applying a VAT within 
a country or the European Union, the 
authors feel that 'the case for the desti¬ 
nation principle clearly wins the day. The 
conditions of wage and exchange rate 
flexibility needed to avoid substantial dis¬ 
tortions in production efficiency if differ¬ 
ent jurisdictions levy different rates under 
the origin principle seem unlikely to be 
satisfied in most federal states, let alone 
the EU. According to Keen and Smith 
(1996), the destination method is both 
more compatible with independent taxa¬ 
tion of consumption and, in practice, less 
likely to result in important economic 
distortions. 

At pre.sent, the EU applies the destina¬ 
tion principle using ‘the deferred pay¬ 
ment’ method (Cnos.sen and Shoup, 1987). 
Exports by firms in one member country 
A to registered traders in other member 
countries are zero-rated in A without border 
clearance being required. Such sales are 
therefore treated in the same way are all 
sales outside the EU. In contrast to imports 
from non-EU countries, however, imports 
by registered traders in A from firms in 
other EU member countries are not taxed 
at the border. Instead, importers in A in 
effect pay the VAT on imports at country 
A’s rates on their own sales since they 
have no input tax credits to offset against 
the tax due. The system works on a self- 
assessment basis: importers are supposed 
to declare their imports compute tiic VAT 
that would be due, and claim credit for thai 
VAT, all in the ^ame return, Th; effect 
is that the VAT is collected on imports 
only when they are resold or incorporated 
in goods sold by the importing firm, since 
imported inputs, unlike domestic inputs, 
will not generate offsetting input tax 
credits at that time. 

The authors observe that the system 
may be contrasted with the ‘clearing¬ 
house’ method under which the VAT 
would be charged on exports by the 
exporting state, with a credit allowed foi 
this VAT by the importing state as for any 
other input VAT, but at the tax rate imposec 
by the exporting state. Revenue accounts 
would then be balanced between states 
either on a transaction basis or more likely 
as in the recent European Commissioi 
proposal discussed below, in accordance 
with consumption statistics. The authors 
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note that the deferred payment system, 
which in effect puts reliance on private 
sector accounting subject to VAT audits, 
appears to work as well as or better than 
explicit public offsetting of accounts. This 
is particularly so because, since 1993, 
exporters who zero-rate .sales to other 
member countries have been required to 
quote the VAT registration number of the 
buyer. Keen and Smith see at least three 
problems with the deferred payment sys¬ 
tem as it now operates in the EU: (1) the 
sustainability of revenues in the face of 
cross-border shopping, (2) the asymmetri¬ 
cal treatment of trade within and between 
member .states, and (3) problems in cross- 
border audits, which must rely on the 
inevitably weak reed of interjurisdictional 
information exchange. 

The authors hold that although there 
seems to be little evidence of signiHcant 
revenue loss from cross-border shopping 
in Europe, problems may arise with re¬ 
spect to such high-taxed excise products 
us motor vehicles. Further, there has been 
greater concern on the growing phe¬ 
nomenon of ‘distance sales' through mail¬ 
order and electronic commerce. .Still Keen 
and Smith (1996) conclude that the special 
schemes now in place in EU countries 
probably deal with these problems about 
as well as can be done. There arc three 
such schemes: (1) distance-selling (for 
example, mail-order), under which firms 
engaged in such business must charge 
VA T on the destination basis once their 
turnover exceeds a specified threshold; (2) 
vehicles are subject to tax in the country 
of registration; (3) firms otherwise exempt 
from the VAT are subject to VAT on the 
destination basis once their imports ex¬ 
ceed a .spi'cified thre.shold. .Similar provi¬ 
sions apply with re.spect to subnational 
VATs in Canada and have been recom¬ 
mended to deal with problems of interstate 
trade under the state retail sales taxes in 
the US. Although there is no siinple 
uniform way to deal with all cross -border 
shopping problems under any destination- 
based sales tax. in practice this defect has 
not yet given rise to .serious problems in 
terms of cither revenue or compliance 
costs, us discussed below. 

In order to deal with the second problem 
they see with the present EU system, 
namely, the asymmetrical treatment of 
trade within and between member states. 
Keen and Smith (1996) propose the intro¬ 
duction of a special ‘harmonised’ (uni¬ 
form) rate of VAT (VIVAT, in their ter¬ 
minology) to be applied to transactions 
between regi.stered traders, while leaving 
member states free to impose different 
rates on final isaks. From one perspective, 


according to Bird and Gendron, this pro¬ 
posal may perhaps be viewed as a sort of 
uniform ‘Euro VAT’ imposed at the pre- 
retail stage, in the sense that it is Europe- 
wide and uniform and not in the sense that 
all or any of the revenues accrue to the 
EU as such or that it is administered by 
the EU. Bird and Gendron (1998) observe 
that from another perspective, however, 
the Keen and Smith (1996) scheme in 
effect rectifies one asymmetry, between 
trade within a member stale, and trade 
between member states, by creating a new 
one, between sales to registered taxpayers 
and sales to final consumers. According 
to the authors, this .scheme opens the door 
to a new form of fraud, since sales to 
registered tax payers aie taxed at a lower 
rate. Under the system now operating in 
Quebec. Canada apjicars both to avoid this 
problem and to provide a good basis for 
cross-border audits, while retaining most 
of the advantages of the Keen-Smith 
proposal. 

The most recent proposal from the 
European Commission (1996) takes a very 
different tack. Etiinhasising the complex¬ 
ity and defects of the way in which the 
prc.sent V AT system attempts to deal with 
emss-border problems with respect to firms 
operating in more than one member coun¬ 
try, the commission proposes a ‘common’ 
VAT system which would look very dif¬ 
ferent from either the present system or 
the Keen and Smith proposal. As Smith 
notes, the commission’s proposed sy.stcm 
has five interlocking elements: a uniform 
base and virtually uniform rates; exten¬ 
sive administrative co-operation; a single 
place of taxation foi every business wuhin 
the HU; the extension ol the ‘chain’ of 
VAT credits to include cross-border trans¬ 
actions; and, finally, the allocation of V A T 
revenues among member states .m the 
basis of aggregate coasumption statistics. 

Bird and Gendron (1998) note that in 
many respects, this proposal is essentially 
equivalent to the VAT now operating in 
several small Canadian provinces under 
the .system of the “harmoni.sed sales tax 
(HST)”. As the authors feel thatthis degree 
of ‘commonality’ is neither necessary nor 
desirable in Canada, it seems even less 
likely to be a viable basis for the .separate 
countries that make up the EU. Like Smith, 
the authors think that a more satisfactory 
approach tc- the problems with the current 
regime may be found in les.s sweeping 
changes that would leave member states 
with considerably more fiscal autonomy. 

CaNADI/'N ExPERtENCt 

At the present ti me, as Bird and Gendron 
note, Canada may be the most interesting 


country in the world for sales tax aficio¬ 
nados. The country has ten provinces, 
with five distinct sales tax systems. There 
is a federal VAT. the Goods and Services 
Tax (GST), that applies throughout the 
country. In one province (Alberta), the 
GST is the only sales tax. In four prov¬ 
inces, namely, British Columbia, 
Saskatchewan, Manitoba, and Ontario, in 
addition to the GST there is a separate 
retail sales tax (RST) applied to the GST- 
exclusi ve tax base. In one province. Prince 
Edward Island, the provincial RST is 
applied to the GST-inclusive tax base. In 
three provinces, naniely, Newfoundland, 
Nova Scotia, and New Brunswick, there 
is a joint federal provincial VAT, called 
the harmonised .sales tax (HST) and ad¬ 
ministered by the federal government at 
a uniform rate of 15 per cent. Finally, in 
one province, Quebec, there is a provin¬ 
cial VAT, the Quebec sales tax (QST), 
applied to the GST-inclusive tax base. The 
Q.ST IS administered by the provincial 
government, which also administers the 
GST in the province on behalf of the 
federal government. 

Canada thus presents a variety of inter¬ 
esting situations: .separate federal and 
provincial VATs administered provin- 
cially, joint federal and provincial VATs 
administered federally, and a federal VAT 
and provincial RSTs administered sepa¬ 
rately. Our 'liscussion here, however, is 
confined to the salient features of the Q.ST 
and HST, which are relevant to the main 
focus in this chapter. 

Qui-.hi-c Sai i.s Tax 

'riioiigli die Quebec sales tax (Q.ST), 
which IS the V AT imposed by the province 
of Quebec and Canada’ fctleral CJS'l’ are 
Ixjlh broad-based ta> es on consumption, 
tlierc ai c certain d iffercnces between them, 
though they have become much less at 
present compared to the time of their initial 
imposition in 1991. While the Ci.ST is 
levied at a single rate of 7 per cent which 
applies to most taxable goods and services 
consumed in Canada, the QST now also 
has one general tax rate of 7.5 per cent 
which is applied to the price of the good 
or including the GST, so that the com¬ 
bined rate is 15.025 percent Though the 
Q.ST initially impo.scd had two different 
rates for goods and services and a number 
of differences in base from the GST, most 
significant differences between the GST 
and the QST have disappeared. For ex¬ 
ample, although there is .still no QST on 
books, the tax is now eliminated by giving 
an instant rebate following payment of the 
tax. While the administration of this rebate 
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has led to complicating the system, this 
approach, according to Bird and Gendron 
(i998j, permits the preservation of a 
unilorm VAT base for both federal and 
provincial taxes while allowing dilferen- 
tial treatment at the final consumer level. 

The major difference between the two 
tax bases relates to input tax credits. Certain 
input tax credits for large firms that are 
allowable for GST are not allowable for 
QS'I The government of Quebec was 
supposed to eliminate all such restrictions 
initially by November 1996 and then by 
March 1997. In fact, however, the govern¬ 
ment announced in its March 1997 budget 
that it intended to muintain those restric¬ 
tions for an indeterminate period, presum¬ 
ably for revenue rca.sons. Despite this minor 
hitch, it could be claimed that the QST 
and G,ST constitute an operational ‘dual 
VAT’ system. The rates ol the two taxes 
are set quite independently by the two 
levels ol government. Though cs.scntially 
the same, the tax bases are also determined 
independently. Further from the begin¬ 
ning, the GST in Quclicc has been admin¬ 
istered along with the QST by the pro¬ 
vince. that is, the province collects both 
taxes at the same time and then turns over 
the federal share to the federal govern¬ 
ment. .Such ii'iangements have long been 
common in Canada in the income tux 
field, although the agreed single admin¬ 
istrative agency has always been the fed¬ 
eral government, and they have applied 
in Quebce. According to Bird and Gendron, 
no problem has been reported with such 
collection arrangements, regardless of the 
direction of the revcniic How. 

Taxes on interprovincial sales from one 
business to another are basically handled 
by a deferred payment system very much 
like that now applied m the liU as ‘tran¬ 
sitional’ regime. Exports from Quebec, 
whether to another province or another 
country, are /.ero laicd. Imports into the 
province from another province, or abroad, 
are taxable, but the tax is only assessed 
on interprovincial imports when there is 
a sale by a registered importer to consum¬ 
ers. This .sy.stem is e.ssentially the same as 
that now applied in the Eb, with, however, 
the critical addition of the overriding 
federal GST as an enforcement mecha¬ 
nism. Inier))ruvincial sales to final con¬ 
sumers. as the EU, give rise to problems, 
in principle, non-registered persons are 
required to .sclf-assess the QST on impurt.s 
tor private consumption or for u.sc in 
exempt activities. As in the Eb, some 
special regimes apply for certain high- 
value Items and in other ca.ses. 

Withrcspecttoaudits.RevenueCanada, 
the federal tax agency, establishes certain 


audit priorities. Once the final audit plan 
is agreed upon by the Ministere du Revenu 
du Quebec (MRQ), MRQ then carries out 
the audits, reporting back to Revenue 
Canada with respect to additional as.sess- 
ments, appeals, and so on. Since the QST 
is applied to a GST-inclusive base, the 
Quebec government obviously has some 
incentive to monitor the GST as well as 
the QST. Although Quebec cannot di¬ 
rectly monitor, say. a zero-rated export 
sale to an Ontario firm to ensure that such 
a firm actually exists, the normal process 
of federal GST audit to some extent .serves 
as a cross-check to ensure that QST has 
not been evaded. The existence of a fed¬ 
eral sales tax in a .sense thus monitors 
interjurisdictional .sales within the coun¬ 
try for purposes of pmvincial as well as 
federal taxes. On the whole, according to 
the authors, the system appears to be 
functioning well, with each agency ap¬ 
pearing to place reliance upon the com¬ 
petence and integrity of the other. 

Hakmo.niskd Sales Tax 

In April 1997. the federal government 
of Canada and the governments ol its three 
small and fiscally dependent eastern 
provinces, Newfoundland, Nova Scotia 
and New Brunswick, harmonised the 
federal GST and the sales taxes of those 
provinces in what is called the harmonised 
sales tax (11.ST). The basic ciements of the 
H.ST include the replacement of the pre¬ 
vious separate federal and provincial .sales 
lax .systems with one harmonised VAT; 
a combined federal-provincial rate of 15 
per cent in the three participating prov¬ 
inces; and a single administration of both 
federal and provincial .sales taxes by the 
federal government. The new combined 
rate consists of the 7 per cent GST and 
an 8 per cent provincial tax (applicable to 
a base excluding the GST), for a total 11ST 
rate of 15 per cent. This new combined 
rate is significantly lower than the previ¬ 
ous combined rates of 19.84 per cent in 
Newfoundland and 18.77 per cent m the 
other two provinces. The federal govern¬ 
ment and the participating provinces share 
total tax revenues on the basis of province- 
specific consumption patterns, in accor¬ 
dance witii allocution formulae to be 
developed jointly by the federal govern¬ 
ment and the provinces. 

Revenue Canada administers the 
harmonised lax under a comprehensive 
tux co-ordination agreement for the ad¬ 
ministration of sales taxes in each 
province. As with the QST, exports to 
other provinces are zero-rated. Atlhepmc 
time, however, unlike the QST, GST 
registrants in other provinces selling to 


anyone in the HST provinces must charge 
HST on such sales. HST registrants making 
such purchases may then claim credit for 
this tax, but final consumers or exempt 
purchasers will have to bear the full tax 
whether they buy from in-province or out- 
of-province sellers. Purchases across in¬ 
ternational borders are subject to FfST on 
import. Like the GST, complex rules 
determining the ‘place of supply’ are 
intended to bring to tax many cross-border 
service supplies and to remove any tax 
inducement to cross-border shopping. 

According to Bird and Gendron. the 
federal government’s apparent objective 
in persuading the small provinces to adopt 
a common HST system was to have both 
a common base and minimum variation 
in raie.s, preferring them to lie in the 14-15 
per cent range. In practice, all the three 
provinces have imposed a 15 percent rate. 
The authors note that in terms rather like 
those used in the recent EU proposal of 
1996, the federal government’s justifica¬ 
tion for this approach was that a common 
sales lax base and rate would yield sig¬ 
nificant savings in compliance costs for 
business and administrative costs for 
governments. According to them, the 
economic rationale for requiring uniform 
rates across provinces is weak since, as 
demonstrated with the QST, there are no 
significant costs in imposing differential 
prcivincial rales on final sales in a desti¬ 
nation-principle sales tax. Further, there 
are .good economic and political reasons 
for permitting rate differentiation to meet 
specific revenue needs, preferences, and 
the like. The HST thus unnecc.s.sarily 
hinders provincial autonomy in the sales 
tax field. At the same time, the authors 
point out, it has tied the federal 
government ’ s hands si nee it cannot t hange 
either the base or the rate of the lax without 
the unanimous agreement of the affected 
provinces (Bird and Gendron 1998). 

According to Bird and Gendion (1998), 
the HST, in .some ways, is clearly superior 
to the initial 1991 agreement between the 
federal government and the government 
of Quebec and the important policy dif¬ 
ferences which initially plagued the 
Quebec deal are not present. Noriethele.s.s, 
it is far from clear that the HST is superior 
to the QST-GST system as it has evolved 
over the years and currently operates. Given 
the prc.sence of the GST at the federal 
level, .some harmonisation in federal-pro¬ 
vincial sales tax systems appears to be 
necessary. The authors suggest three prin¬ 
ciples to achieve sound harmonisation: (1) 
harmoni.sation should lead to simplifica¬ 
tion of the sales tax system, so that com¬ 
pliance and administration costs and the 
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related efficiency losses are minimised; 
(2) harmonisation should respect provin- 
cial autonomy by allowing provinces to 
choose a sales tax rate that may di ffer from 
the federal sales tax; and (3) there should 
only be one agency to administer and 
collect the sales tax. 

The authors point out that the 
harmonisation agreement with Quebec 
respects provincial autonomy but initially 
failed to achieve the other two principles. 
For example, auditing rules in Quebec- 
used to depend upon whether the business 
was headquartered in that province or not. 
At present, however, Quebec’s sales tax 
is more or less fully harmonised with the 
GST, and all three of the principles stated 
above arc more or less satisfied. In con¬ 
trast, the HST agreement satisfies the first 
and third of those principles but clearly 
restricts provincial tax autonomy. From 
the prospective of those provinces signing 
the agreement, presumably the tlnancial 
benefits received were worth the loss of 
tax freedom, but it is hard to .see why any 
of the larger provinces would buy into this 
deal. 

Holding out that a centralised VAT 
seems neither a realistic political possibil¬ 
ity nor a desirable outcome given the 
current assignment of taxing powers in 
Canada, the authors feel that the federal 
Quebec harmonisation agreement, as ini¬ 
tially implemented, was not a good model 
because of the many dilTercnces in the 
base; but neither is the recent agreement 
between the federal government and the 
three Atlantic provinces, which conies at 
the cost of a significant decrease in pro¬ 
vincial tax autonomy. The revised QST 
arrangement, the authors note, .seems much 
closer to a eood solution; there is a single 
(provincial) administration; there is basic 
conformity on all important aspects of the 
dual VATs that significantly affect com¬ 
pliance costs; and there is complete au¬ 
tonomy in rate setting (and, to a liiniled 
extent, even in granting exemptions to 
final consumers, if desired). Further, the 
authors add, as the recent Quebec budget 
demonstrated by maintaining lestrictions 
on input credits for large businesses, there 
may even be room for bad but politically 
popular tax policy without damaging the 
general system. While this may not be 
good news for tax experts but it w'ill, no 
doubt, be welcomed by governments. 

Aecording to the authors. Canada's 
present system, with some provinees 
harmonised and others not, of course 
provides some opportunities fur tax 
arbitrage. There are also administration 
and compliance costs when businesses 
engage in cross-border trade. The same is 


true of shopping and trade between bor¬ 
dering provinces with different sales tax 
regimes like either Quebec and New 
Brunswick or Quebec and Ontario. These 
problems will continue to creaie some 
pressure to harmonise on provinces which 
have no! done so yet. If, for example, the 
authors note. Manitoba chooses to enter 
the harmonisation agreement, Ontario may 
face increased competitive pressure to 
harmonise since it will then be between 
two provinces with hai'moni.sed sales taxes 
and lower taxes on business inputs Such 
considerations may speed up the 
harmonisation process in Canada. 

The Canadian experience, according to 
the authors, suggests that a VAT can Ik* 
imposed at the provincial level in a rcia 
tively elTicient manner as long as business 
inputs are not taxed. Under their retail 
sales taxes, the piovinces have tradition¬ 
ally taxed many business inputs, hugely 
for revenue reasons “Taxes hidden fiom 
the public are easier to get away with in 
a demociacy. if inherently less desirable. 
Jurisdictions with net exports may lend to 
ovgrtax in these circumstances (as often 
seems to be assumed in critiques ol oi igni- 
based subnational VATs). Alternatively, 
they may tend to undertax, us assumed in 
the tax competition discussion, if they Icai 
a loss of lax base.” According to the 
authors, even with a VAT. business inputs 
may still be taxed to some extent (indeed, 
owing to the treatment of the fiminciul 
.sectot, they almost invariably arc), but 
such taxes arc likely to be much less 
important than hclore the introduction ol 
a VAT. In faci, as the authors note, the 
reduction of distorting input tuxes is one 
of the main ica.soiis favouring the VAT 
as a forin of sales taxation. 

The phenomenon of cro.ss-border shop¬ 
ping. the authors note, makes it difficult 
for provincial governments to lax tnohilc 
populations. While cross-border shopping 
has hardly been a senous factor in gco- 
gruphieally large countrie.s like Canada 
with dispersed populations, this phenom¬ 
enon could limit the scope for independent 
sales lax policy at the subnational level 
in smaller countries. While problems with 
'distance shopping’ on account of mail¬ 
order and intcriiet remain even in large 
countries, the authors point out that ap¬ 
plying what is in effect more or lesr the 
pre.seni EU sy .teni I or treating cross-border 
trade works better within Canada than it 
seems to do in Europe, partly because the 
existence of the overriding federal VAT 
provides a verification mechanism that 
does not exi.st in the EU. “Indeed, both 
Canadian systems - the HST and the QST 
- may prove helpful in thinking about not 


only the EU problemsdi.scusscd below but 
also problems with subnational VATs in 
several large developing federations dis- 
cus.sed earlier. 

Bird and Gendron have shown that in 
the light of the Canadian experience, 
inde(K‘iulcni subnational (dual) VATs are 
feasible in the absence of border controls, 
and second, that in some ways it is easier 
to resolve some problems of cross-border 
Hade when there is a dual VAT system, 
that is, when subnational VATs are 
niatched by a national VAT which pro¬ 
vides a substantiul degiee ol control over 
mteijurisdictional iiade I'he GS'I-QST 
system, according to the authors, has 
proved to be adinini.stralively feasible and 
capable ofdcaling satisfactorily withcross- 
bortler trade between registered I inns wile 
still providing all luri.sdictions with con¬ 
siderable fiscal autonomy and avoiding 
arguments about who gets how much 
icvcnuc. In the case of the EU, similar 
results might be achieved simply by re¬ 
luming the pre.seni ‘traiisitionar system, 
combined with more attention to 
intermemher coordination ol VAT appli¬ 
cation and adininisiration, with no need 
for imposed rate uniformity and more 
fieedom for local variations, especially at 
the consumer level, if desired. According 
to the authors, the basic condition required 
IS that all parties concerned trust tl'.c quality 
of the admmi .iration in the othei lurisdic- 
lions. If more weight is placed on reducing 
administrative and compliance costs and 
funds ate available to offset revenue losses, 
.something more along the lines of the H.ST 
system may be prefeiTcd. The authors feel 
that both appioaches may perhaps be 
pursued simultaneously, with the stronger 
and richer units follow'ing the (.J.S r path 
and the smaller and poorer ones the HST 
path. Though problems with rcs[)ecl to 
ctoss-border shopping and distance sales 
through mai l-order or electronic commerce 
will persist under any po.ssible approach, 
the authors point out that KO to 90 per cent 
of taxable trade takes place between reg¬ 
istered firms, and Canadian cx|K*rience 
dcmonstiatcs both that it is not thiu dif¬ 
ficult to handle this trade in an economi¬ 
cally and administratively acceptable fash¬ 
ion and tiiat under the right conditions the 
existence of a central VAT (or its func¬ 
tional equivalent in terms of information 
exchange) may make it simpler to run 
subnational VATs. 

The authors tecommend the following 
two minor administraii vc changes in order 
to facilitate the implementation of a two 
tier VAT sy.stem; (I) To include an ap¬ 
propriate location code in VAT registra¬ 
tion numbers. (2) To include the VAT 
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number of both buyer and seller on the 
invoice. For such a system to work satis¬ 
factorily, the authors feel that there must 
be adequate exchange of information 
between both levels of tax administration, 
a process that can be greatly facilitated if 
both have VATs and hence a direet finan¬ 
cial interest in its succe.ss. From this 
perspective, the authors note, it is imma¬ 
terial whether there arc actually two sepa¬ 
rate administrations or one; or, if there is 
one, which level operates it. According to 
the authors, a single central administration 
and a common base as in Canada’s per 
sonal income tax system or the HST would 
probably be most efficient, but this degree 
of convergence is not essential: “What is 
critical is cither a unified audit or a high 
level of information exchange between 
the provincial and federal administrations, 
as generally prevails in Canada under the 
QST.” In the absence of a central VAT. 
the authors feel that it would be difficult 
to set up adequately functioning 
subnational VATs in the absence of a 
border control system. 

According to the authors, Canadian 
experience suggests not only that there is 
no need to be excessively p)c.ssimistic about 
the possibi I i > y of decent subnational VATs 
but also that one helpful solution to some 
problems of cross-border trade may lie in 
the creation of a parallel tax structure of 
the country or union as a whole. They 
draw three conclusions from Canada: first, 
with good tax administration, indepen¬ 
dent subnational VATs on the destination 
basis arc feasible; second, such VATs 
probably work best when there is an 
overriding central VAT on approximately 
the same ba.se-and either (and preferably) 
both taxes are operated by the same ad¬ 
ministration or else there is very close co¬ 
operation, particularly in audit; third, since 
neither of the pieceding conclusions de¬ 
pends upon which level runs both tuxes 
(if there is to be one administration) nor 
upon the adoption of uniform subnational 
tax rates, a dual VAT structure may be 
made consistent with a wide range of 
administrative and policy sovereignty 
[Bird and Gendron 1998). 

While the authors concede that two 
VATS may not be cheaper than one, they 
may, in their view, work better than seems 
generally to be thought, in part because 
each to some extent acts a check on the 
other, not least with respect toci oss-bordcr 
trade. The system of QST as well as HST 
suffers from two drawbacks apart from the 
problem of cross-border shopping. In the 
first place, there is really no need to have 
VATs two diffeicnt levels and the system 
should work better if there is only one 


agency responsible for the levy and ad¬ 
ministration of the VAT. In fact this is one 
of the principles stated by Bird and Gendron 
as we noted earlier. Secondly, the HST 
agreement, clearly restricts provincial tax 
autonomy. It may be seen that only three 
smaller provinces have agreed fur this 
anangement and not any of the larger 
provinces. It is doubtful if the states would 
agree to such restrictions placed on their 
powers by the centre. 1 am of the firm view 
that there is no need to have two types of 
VAT, one at the federal and another at the 
subnational level. In the light of the ex¬ 
perience gained so far, it is desirable to 
vest commodity taxation only in one level 
of government and that has to be the central 
or federal government only. This would 
mean that the provinces or states will have 
to necessarily give up their powers of sales 
taxation. Apart from the political sensitivity 
of the issue, it should also be appreciated 
that the states or provinces would not be 
merely satisfied if the loss of revenue on 
account of surrendering their powers of 
sales taxation is adequately com{icnsated 
by a generous revenue-sharing mecha¬ 
nism by the central or federal government. 
In order to assert their independence and 
supremacy, the states or pn)vinces would 
like to enjoy certain powers of taxation, 
which they would like to put to the best 
use, without merely depending on a share 
in revenue from the central or federal 
government, as the case may be. The al¬ 
ternative model suggested in this paper 
rests on this principle. 

If the states have to be persuaded to give 
up their powers of sales taxation in favour 
of the centre to enable the latter to intro¬ 
duce and implement the VAT by replacing 
the current system of commodity taxation 
at two levels, it could not be achieved by 
a mere, however generous or liberal it 
could be, revenue-sharing formula but only 
giving to the states some other powers of 
taxation in exchange, adopting a ‘give and 
take policy’, reflecting the true spirit of 
true federalism. This is the basic principle 
on which the alternative system recom¬ 
mended in this chapter is founded. 

In the case of India, 65 per cent of the 
combined tax revenue of the centre and 
the slates .s raised by the centre, the balance 
35 per cent being raised by the .states. This 
65 percentage share of the centre is made 
up of union excise duties (26 per cent), 
customs or taxes on international trade (21 
per cent), corporate income tax (8 per 
cent) and personal income tax (7.2 per 
cent). The 35 percentage share of the states 
is composed of sales taxes (20 per cent), 
state excise (5.25 per cent) and vehicles 
taxes (3 per cent). The magnitude of the 


proposed surrender of sales taxes to th< 
central government for being merged wit) 
the union excise duties for transformint 
both the taxes into a full-fledged value 
added tax could be appreciated from thest 
figures. 

Among the central taxes, while the unioi 
excise duty, after its proposed merger witl 
states’ sales tax, will be transformed intt 
a value added tax, the other major tax 
namely, customs duty or import and expor 
taxes, should always be imposed by tht 
national government only, “(o reduce thi 
possibility of introducing major disior 
tions within the country through differen 
tial foreign trade tuxes imposed by differ 
ent jurisdictions’’ [Norregaard 1997:69] 
The only two other major central taxes an 
the personal income tax and the corporati 
income tax. Let us examine the possibilit; 
of assigning any of these taxes to thi 
states. 

Most of the countries in the world assigi 
the personal income taxes in their enliret; 
or a large proportion of them only to thi 
central government since it is used fo 
stabilisation as well as redistribution. Then 
are, however, exceptions to this practice 
which include the Scandinavian countrie.s 
Switzerland, the Baltic countries, Ru.ssi. 
and the other countries of the former Sovic 
Union. In the US, the income lax is Icviei 
both by the federal and the state govern 
ments and in some cases even by the cit; 
governments, while, in Canada, the cen 
Ual and provincial governments lev; 
income tax. Incidentally, the US, Switzer 
land and to some extent, Canada follov 
the principle of ‘concurrency’ with regan 
to the levy of personal income tax. It i 
true that the more developed is a counti’y 
the higher is the likeliho^ that individu 
als receive income from different sources 
and these income may be derived fror 
different jurisdictions. This may mov 
countries to prefer a global income ta 
system in which the different incom 
sources are added together for each indi 
vidual, which requires collection of infor 
mation on personal income from othe 
jurisdictions, with possibilities of ta 
evasion being large. In thc.se ciicumstancei 
as ob.served by Norregaard, it is preferabl 
to keep the global income tax base wit 
the central government which is bette 
equipped to acquire the necessary infoi 
mation. Since, however, the mobility c 
individuals and households tends to b 
less than that of business, the persont 
income tax, as pointed by Ter-Minassia 
(1997:9), is more suitable for partial as 
signment - through tax overlapping - t 
the sub-national, particularly, the provin 
cial level. However, it is necessary tht 
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the definition of the tax base should be 
homogeneous throughout the country and 
the rate differentials among sub-national 
Jurisdictions be kept relatively small. In 
fact the system followed in the Nordic 
countries and Canada, where the provin¬ 
cial income tax is levied as a percentage 
of the federal income tax is definitely 
' superior to a normal flat rate system, since 
the former increases the revenue elasticity 
of the subnational tax as the subnational 
governments will stand to gain in the event 
of increases in the income tax by the 
central government. Since intei national 
experience is in favour of allowing both 
the federal and the provincial governments 
to exploit the personal income tax, this is 
best achieved by permitting the states to 
‘piggyback’ its income tax on the foderal 
or central tax base. 

In the case of India, the Constitution 
provides for levy of a surcharge on income 
tax, which is, however, not sharabic with 
the states. It is suggested that the power 
to levy surcharge on personal income tax 
should be delegated to the states for their 
exploitation. Any move in this direction 
should be invariably accompanied by a 
corresponding reduction in the marginal 
rates of income tax. As a consequence, the 
share of central tax revenues to be de¬ 
volved to the states might have to be 
reduced. While giving the power to the 
states to levy the surcharge on income tax 
would specifically favourthe industrialised 
states, the slates as a whole would have 
more flexibility. Here is a classic case ol 
autonomy versus equity. 

It should, however, be appreciated that 
giving the power to the states to levy the 
surcharge on income tax alone would not 
be enough to compensate the states for 
agreeing to surrender their powers of sales 
taxation. This takes us to have a look at 
the possibility of allowing the states to 
exploit the corporate income tux base on 
the lines of the system prevailing in coun¬ 
tries like Canada and the US. According 
to Norregaard (1997:66), there is almo.st 
universal agreement that the taxation of 
larger business, and in particular corpo¬ 
rate profit taxes, should be left to the 
national government and to provinces or 
states only where these are very large as 
in Canada. 

The current experience with allocation 
is found in the US, Canada, and Switzer¬ 
land. In the US, the 46 states that levy 
corporate income taxes use a factor for¬ 
mula to apportion income to its jurisdic¬ 
tion. Non-business income such as capital 
gains, royalties, dividends, interest, and 
rents may be taxed separately by the state 
if the income is earned in the jurisdiction. 


However, some states apportion all sources 
of business and non-business income. The 
factors generally include sales, property, 
and payroll factors but they vary from 
state to state. Many .states use an equally 
weighted average of payroll, sales, and 
property (the Massachusetts formula) but 
almost half of the stales use some other 
variant, most often by putting twice the 
weight on the sales factor. Corporate 
income is measured by .adjusting the fed¬ 
eral definition for specific state provi¬ 
sions. Maximum rales of corporate in¬ 
come tax at the stale level vary from .T4 
per cent in Indiana to 12.25 per cent in 
Pennsylvania, the average being about 7 
per cent. State taxes .ire deductible from 
the federal corporate income lax. Though 
46 stales in the US impose corporate 
income taxes, the share of corporate in¬ 
come tax in total revenues of the .states 
has declined in the recent years. In fact 
Michigan has replaced its corporate in¬ 
come tax with a value added tax, which 
differs from the value added tax elsewhere 
in the sense that it is based on the additive 
method. Under this method, the tax b;,.se 
IS determined by adding wages and piofits 
before taxes and debt .service with certain 
adjustments. 

In contrast, tlie Canadian system is based 
on a more harmonised approach for de¬ 
termining the amount of corporate income 
allocated to provinces. Partly this isdrivcii 
by the tax collection agicements which the 
federal agreement has with .seven provin¬ 
ces whereby the federal government col¬ 
lects provincial corporate income taxes at 
no charge and the piovinccs agree to use 
the federal corporate base for determining 
income. The provinces are free to set their 
own rates of lax and the federal govern 
ment will administer on their behalf tax 
credits, namely, investment tax crcdit.s for 
manufacturing equipment or research and 
development, which reduce the amount of 
provincial lax owing to the province. Three 
provinces, Ontario, Quebec, and Alberta, 
collect their own corporate income tax. In 
fact these three provinces account for nearly 
75 per cent of the provincial corporate 
income tax base in Canada. All provinces, 
including those that collect their own 
corporate income tax, useacommon factor 
formula where equal wights on sales and 
payroll to deicrmine the shares. Evcii those 
provinces which collect their own tax. use 
a base similar to federal base except for 
a few adjustments. The federal govern¬ 
ment provides a lO per cent tax credit to 
make room for the provincial corporate 
income tax. In Switzerland, the cantons 
levy corporate income taxes on a progres¬ 
sive basis subject to minimum and maxi¬ 


mum rates. The Swiss cantons may use 
their own factor formula and there is no 
con.solidation of returns in Switzerland 
IMintz 1998). In Brazil, the states can levy 
a 5 per cent surcharge on the corporate 
income tax. The argument put forward by 
some of these countries is that the economy 
could benefit from state and local govern¬ 
ments competing for industrial develop¬ 
ment. that local governments are entitled 
to recoup the cost of public services used 
by business, and that, in any case, many 
companies do most of their production 
and .sales within a single jurisdiction (Bahl 
1994:1.11-35). 

If one is serious about introducing and 
implementing a value added tax in its true 
letter and spirit in India, the system of 
commoditv taxation in vogue at present 
has to unRergo a sea change into 'some¬ 
thing rich and .strange': the union exci.se 
duties of the ccnlm and the sales taxes of 
the states have to be merged, the central 
sales tax abolished and the powers of 
conmuKlity taxation fully vested in the 
central govemmciit to facilitate the trans¬ 
formation of the existing ca.scading taxc.s, 
namely the union excise duties and sales 
taxes into a full-lledgcd value added tax. 
This has to bo invariably accompanied by 
giving the powers to the slates to exploit 
personal income tax by ‘piggy-backing’ 
the central income tax ba.se on the one 
hand and allowing the states to levy 
corporate income tax on the lines of the 
system prevailing in Canada and the U.S. 
Since the sales tux revenue accounts for 
as high 20 per cent of the combined lax 
revenue of the centre and the states, even 
the above dispcnsaiions alone may not be 
adequate to compensate the states for the 
loss ol revenue which the stands are likely 
to suffer. Therefore ihe shortfall has to be 
complimented by the traditional revenue 
sharing mechanism of the revenue from 
the new VAT. In order to ensure a fair 
share to the slates, it would also be nec¬ 
essary to assign a suitable weight, say, 10 
to 15 per cent, to Ihe ‘collection’ or ‘con¬ 
tribution’ factor in the scheme of horizon- 
mI redistribution of the revenue from the 
new VAT among the stales. In other words, 
pan of the divisible pool ol Ihe new VAT 
revenue will have to be made available to 
the states on a derivation basis. This would 
be necessary since the loss of revenue of 
Ihe states on surrendering the powers of 
sales tax to the centre will he directly 
proportional to the quantum of the revenue 
from the first-point sales tax bulk of which 
comes from the excisable commodities. 
Fine-tuning of the venical as well us 
horizontal sharing ol the new VAT 
revenue will have to be done carefully in 
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consultutiun with the states and the mccha- 
nisin of the F'inance Commission will be 
best suited for this purpose. While the 
above model has been specifically de¬ 
signed for India, the rationale of the model 
and the principles on which it has been 
formulated apply in equal measure to other 
federal economics which suiter from the 
system of dual level of commodity taxa¬ 
tion and wish to implement a VAT. 

Tor in.stancc, we could apply the above 
principles to another federal economy, 
Canada, which is keen to replace the state 
retail sales taxes by a nationally admin¬ 
istered integrated VAT. ('anada has been 
finding it extiemely diflicult to secure the 
co-operation ol the piovinces to imple¬ 
ment the national VAT While three smaller 
provinces have introduced the II.ST Que¬ 
bec IS ihe only province \♦hlch has 
harinonised its general sales tux with the 
federal VAT, other provinces still levy a 
geneial sales lux, which is a single stage 
tax collected at the retail level. The.se 
states not only have varying tax rales, but 
in the case of Alberta, there is no piovin- 
cial sales tax at all. The existence of two 
widely different sales taxes impo.ses col¬ 
lection costs on business I inns which are 
quite high and clearly unnecessary. 

In the lll.^t place, it should he noted that 
on a national-accounts basis, us of I9S).1, 
federal goveininent own-source revenues 
in Canada, sveie almost equal to own- 
ueeount expenditures (just 1.1 per cent 
lower), while the provincial-local govern¬ 
ments had own-source revenues 23.2 per 
cent below own-account expenditures 
[Clark 19%). This vertical imbalance is 
a clear pointer just not towards Ihe need 
for Icdcral translers to the subnational 
governments in Canada but also the need 
foi the provinces to be provided with 
additional sources of resources. 

In Canada, natural resources belong to 
the provinces as per the Constitution anil 
therefore the piovinces have access to 
royalties was well as lax revenues. The 
provinces derive large levenues from levies 
on nutur„l resources, to capture their 
economic rents. Such levenues are rather 
unevenly distributed, going largely to the 
three western provinces. Eighty five per 
cent of all oil and gas is produced in one 
western province, Alberta and the natural 
resources are largely responsible for the 
differences m the tlseal capacity of provin¬ 
ces. At the same lime, under the Canadian 
constitution, the federal governntent also 
has the authority to tax natural resources 
and the federal government's main source 
of revenue from oil and gas has been the 
corporate income tax. This division of 
powfirs, namely provincial ownership and 


federal regulation, has been a .source of 
intergovernmental conflicts in Canada 
[Clark 19%|. The Canadian authorities 
may consider negotiating with the provin¬ 
ces by offering them powers of taxation 
of natural resources in exchange for their 
agreeing to implement the national VAT. 

In the tinal analysis, the experience 
gained in several federal economies, ir¬ 
respective of the fact whether they are 
developed or developing, has established 
fairly beyond doubt the undesirability of 
subjecting commodity taxation to two 
levels, the federal and provincial, particu¬ 
larly in the context of introducing the 
VAT. While it is considered necessary to 
entrust the entire field ot commodity 
taxation to the national government w hich 
IS best equipped to implement the VAT, 
the redistribution of the powers ot taxation 
between the ccntral/federal government 
and the states will depend on the situation 
and eircumstanees pievailmg in each 
country and that no generalisation may be 
|)ossible with regard to assignment of 
specific taxes to the states. Intel national 
experience has shown that both per.sonal 
and corporate income taxes are good 
candidates for partial assignment, particu¬ 
larly in large federations but the satne 
cannot be said about a tax like the one on 
natural resources Similarly, while pro¬ 
perty taxes have been traditionally as¬ 
signed only to the subnational govern¬ 
ments, the system is somewhat difi'eient 
in Brazil, where urban property is taxed 
at the municipal level, while the federal 
government levies and administers the tax 
on rural property. This may be a possible 
are for reform in the event of Brazil wishing 
to develop a model based on the above 
principles. Therefore it may be necessary 
for each federal country to evolve its own 
system by applying the above principles. 
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CODESRIA, Council for the Development of 

Social Science Research in Africa 

and 

SEPHIS, South-South Exchange Programme for 
Research on the History of Development 

EXTENDED WORKSHOP FOR YOUNG 
HISTORIANS 

From October4 to November 5,2000, a workshop 
on new theories and methods in social history 
will be organised by CODESRIA in collaboration 
with SEPHIS. The focus of this comparative 
workshop will be on Latin America, Asia, Africa 
and the Caribbean. 

The workshop aims to bring together about 15 
historians (aged between 25 and 35) for a 
period of five weeks. They will share their 
research experiences and get an opportunity 
to improve the theoretical and methodological 
quality of their work. Tfie workshop will be held 
in Dakar (Senegal, West Africa). CODESRIA 
will provide a stimulating environment and take 
care of the travel and living expenses of the 
participants. 

Contents of the workshop 

Participants will discuss new theoretical and 
methodological approaches in social history, as 
well as their current work. The workshop will be 
led by a researcher with an established reputation 
in the field. Three distinguished historians from 
various parts of the South will join the workshop 
to give intensive three-day courses on the latest 
developments in social history in their respective 
areas. 


Eligibility 

The workshop is open to PhD students in history 
registered in Southern universities. 

Application procedures 

Applications should include the following: 

- An academic curriculum vitae (one page), 

- A letter certifying that the candidate is enrolled 
in a PhD course at a university in the South, • 

- A proposal outlining the current research project, 
including its methodology (at most 4 pages), 

- A sample of the applicant’s work (a draft paper, 
a draft research proposal or a draft thesis 
chapter), 

- A letter from the thesis supervisor indicating 
why this workshop is of importance for the 
applicant’s research. 

Applications must be written in English. The 
deadline for submission is 30 March 2000. 
An international scientific committee will select 
the candidates in April 2000. Incomplete 
applications, applications by fax or email and/ 
or too lengthy applications cannot be taken into 
consideration. 

Applications and requests for more information 
should be sent to: 

Madame Ndeye Sokhna Gueye 

Programme Sephi.8/Codesria 

“Extended workshop for young historians" 

CODESRIA 

B.P. 3304 

Dakar, Senegal 

Fax: (221) 324 12 89 

Tel: (221) 825 98 22/23 

E-mail; codesria@telecomplus.sn 
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Indian Agriculture: From Marrakesh to Seattle 

The Agrceinenl on Agriculture (AOA) i.s one of ihe major agreements signed 
in the Uruguay Round in Marrakesh m April 1994. Since agriculture was 
being brought under the new rules of the world trading system for the first 
time, it was pmvided in the AOA itself that the agreement should be taken 
up for detailed review before the end of the millennium. So agriculture will 
come up for discussion in an important way at the Seattle meeting at the 
end of next month. What arc India’s inlere.sts and options with respect 
to the AOA? What should India put on the negotiating table? 2931 

China: Two Eras and After 

The legacy of the last 50 years of the People’s Republic of China comprises 
two decades of re\olulionary ma.ss mobilisation, two decades o<' reforms 
and u ‘lost dee.ide’ in between. While there can be no turning back, as 
the Chinese continue to hurtle on the Dengi.st road of market reforms, 
they will have to pause somewhere, sometime to figure out exactly 
where they are headed. 2906 

What has been the impact of reforms ott the Climese health system 
and how is China re.sponding to the situation? 2908 

Poverty in Pakistan 

In Pakistan over the last decade growth has slowed down markedly, 
development and social sector spending by the government has been 
sla.shed, inflation has gathered momentum, manufacturing sector growth 
has been exceptionally low and remittances have fallen to their lowest 
level in 20 yctirs. In other words, all the factors which may have hatl a 
positive influenci,' on poverty alleviation have doCcriorated. Poverty in 
Pakistan is therefore likely to grow and persist well into Ihe future. 2943 


Raniganj Coal Crisis 

The decision (o close down 64 
'unceonomie' collieries underthe Pastern 
Coalfields will render 72,(KK) people 
unemployed besides damaging (he 
economy of the Kuniganj coal belt and 
could also be the lirst step towards 
privatisation of coal mining. 2952 


Right to Development 
and NGOs 

Transparency, accounlabilily, effective 
participation and c(|uality of access are 
essential to the exerci.se of the economic, 
social and cultural lights which are 
integral elements of the right to 
dcvcliiprneiit. Civil society organisations 
working on difTcieni issues for 
dilfercni interest groups, separately 
or in combination, have u liistoric 
role to play in tins context. 2920 


Dalit Feminism 

Cultural revolt is essential but it 
needs to be invoked in every aspect 
pi everyday life as well as in relation 
to access to natural resources. Caste 
opprc.s’don began by denying access 
to these resources and so it i.s 
essential to reclaim them. 2964 


Free Speech 

Intolerance of dis.scnt from the orthodoxy 
of the day has been the banc of Indian 
society for centuries. But it is precisely 
in the ready acceptance of the right 
to dissent, as distinct from its men.* 
tdicrance, that a free society 
distinguishes itself. 2898 


Media and Kargil 

Por Ihe I ndiun media Kurgi I was big news. 
But what was the subtext of the pages 
and pages of print? Arc wc indeed us 
well informed about the conllici us 
the media blit/, would imply'/ 2917 


Getting Smaller 

'Hie emergence of some small single -caste 
parlies in eastern UP is indicative of 
the ' lilurc ol the larger pailies to 
cl'icclivciy represent or bond with 
certain social inlr-rcst groups which arc 
no longer content with being the 
vote-banks of the larger parties. 2912 


Child Health Initiative 

Vitamin A deficiency has only recently 
been acknowledged as a major public 
health problem in India. Orissa has 
initiated a new programme that will 
ensure that young children arc adequately 
protected from the consequences of 
vitamin dericicncy 2914 


Community and Identities 

Questions of identity and culture hud 
perhaps never been so iiiipoilant for the 
social science di.sciplines of sociology, 
anthropology, history and even 
geography as they arc today. 2957 


Liquidity Strain 

With government borrowing threatening 
to exceed last year’s rcctird level, the 
pick-up in demand for commercial credit 
and the slackening ofbank deposit growth, 
the signs of liquidity strain in the latter 
half of the year are unmistakable. 2899 














LETTERS TO EDITOR 


Third Millennium: Dawn 
or Dusk? 

TODAY, AD lyw. as we celebrate to 
welaiinc the new millennium, let us not 
foiget that tins is year 5760 in the Hebrew 
calendar, and about the same age by the 
chronicle,s of ancient China, Kgypi and 
India I Cl us also recognise that while the 
arrow ol time llics irreversibly m one 
direction, histoiy is about to repeat itself, 
first it was a tragedy, but now possibly it 
would be, not a farce, but surely far less 
entertaining. But are we aware of it? 

Storm clouds were gathering over the 
hori/on in the caily hours of the second 
niilleniiiiim. In November 1095, Pope 
Urban II suiiimoned the knights of Europe 
to launch the First ('rusade. He was ex¬ 
pecting a conventional military campaign, 
hut got a mass iiiovement on his hands. 
Wiilnii inoiiths hordes of men, women, 
childicn, priests, foot .soldiers and knights 
set oil on the adventure. 

One of the first armies to leave Ciermany 
for Jerusalem attacked all the Jewish 
coiumum'ies along the Rhine Valley in 
11)96, thi. first of many pogroms on the 
way bv the Crusaders. What ensued was 
tot.illy outside the calculation of the 
entcrpiising Pope. What happenedthcre- 
afiei .ill tliioiigh the second millennium, 
especially during the daik days of the 
second woild war, was inconceivable. 

.As the cm tain falls on the lading mil¬ 
lennium we see the triumph of humanity. 
On September 8, 1999, John Cardinal 
O'Connor, Archbishop ol New York, sent 
an inspiring and couiageous letter to his 
iiiany lewish Iriends. He acknow'ledges 
"the pain inllicted on the Jewish people 
by many ol oer members over the last 
millennium". ‘We most sincerely want to 
stait a new era", the Archbishop writes. 
“1 ask this Yoni Kippur that you under- 
siaiul ni\ ■ iw n abject sorrow for any member 
ol the Catholic Church, high or low, in¬ 
cluding myself, who iray h.ive harmed you 
Ol your lorebears in any way". The Icttei 
was published in The /Ve.r YoiL Times o( 
.Scpteinher 19. 1999. 

There arc alaiining press reports of 
diiim-beats in the name of ‘holy war' in 
south .Asia, one of the poorest parts of 
the world Wtll the tragedy of the .second 
millenniuin lie replayed here and now? It 
c.ini possibly be stopped if the guru.%. 
imams, archbishops, rabbis of India, 
mindful of tl;: dangcis of communal 


carnage, see.k mutual reconciliation and 
‘start a new era’. 

Archbishop John Cardinal O’Connor 
has shown the way. 

Ranjii Sau 

Newark, NJ, US 

lll-lVcatment of Indian 
Diplomat’s Maid 

THE controversy .surrounding the Indian 
diplomat and his maid in Paris is getting 
to be more and more curious. From the 
beginning when the story first broke out, 
the response from the Indian government, 
that IS the ministry of external affairs, has 
been aimed at protecting the diplomat 
instead of finding out what actually hap¬ 
pened. 

Ill a way it is not a novel story. In fact, 
in the recent years there has been a spate 
of stories involving wealthy NRls and 
their Indian maids. All more or less, though 
not all of them, as ghastly as the story of 
Lalita in Paris, exposing the systematic 
ill-tieaimenl meted out to the, poor maids 
by their Indian employers abroad. But 
again that is not very different from the 
treatment of maids in our aflluent houses 
in the country as well, with some excep¬ 
tions of course. 

But what distinguishes the story of 
Lalita from the scores of similar other 


stories is the swift and deep involve¬ 
ment of the Indian government in the 
cover-up operation for the diplomat 
without even worrying about the basic 
rights of Lalita as an Indian citizen, as 
a woman employee and as a human 
being. It is equally revealing that not r 
a single political party has, as yet, raised 
its voice against the response of MEA 
on the issue. 

The demand of the Indian government 
to hand over Lalita to it and now the 
‘request’ by her mother asking for the 
quick return of her daughter to her home 
in India suggest how Indian sovereignty 
and the structures of patronage are being 
abused to protect the diplomat from the 
charges levelled against him by Lalita. 
We demand the immediate intervention 
by the National Commission for Women 
and the National Commission for Hu¬ 
man Rights to investigate the issue. We 
also demand that all efforts should be 
made to ensure Lalita’s security abroad A 
and, on her return, in India so that the truth 
behind the incident may be revealed to all 
of us. 

Vrijendra, Sonal Shukla, 
Nischinthora, Darshana Joshi, 
Parul Khanpara, Priya Rane, 
Leena Rao, Sawlcar Keshwar, 
Niranjani .Shetty, B M Naik 
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Positive Verdict 


T he major outcomes of the elections to the Lok Sabha and 
the assemblies in a few states can be summed up as I'le 
prospect of a relatively stable government at the centre, the 
strengthening of centrist politics and federal tendeticies. as 
compared to before the elections, the relative decline of identity 
politics and the beginning of a paradigm shift in Indian politics 
towards a renewed f(x:us on governance and development. 

The BJP'led National Democratic Alliance, along with the 
two allies whti prefer to slay outside the alliance, the Tclugu 
Desam Party and the Trinamul Congress, have a combined 
majority of 24 in the Lok Sabha of 543. There is a possibility 
of this leati going up when elections are held to the lour 
constituencies where polling had to be deferred on account of 
Hoods. This in.sulates the government from blackmail by small 
constituents of the coalition. 1'he Indian National Lok Dal, for 
example, has not .seen any point in following up its demand for 
rolling back the recent die.sel price hike with a threat Ui 
withdraw support if the demand was turned down. Only the 
Telugu Desam is m a position to reduce the govermpent to a 
minority on its own. The fact that it has chosen not to join the 
government but prefers to extend support from outside, in¬ 
stead of impairing the prospects of stability, actually strength¬ 
ens them. This is .so bccauscTDP IcaderChandrababu Naidu’s 
decision to keep his exit iloor firmly open would act as a 
restraint on the most potent source of in.stability for the 
government; the aspirations ot the Hindu organisations which 
have links of varying closenes.^ with the BJP. 

The R.SS, the Vishwa Hindu Parishad and the Bajrang Dal 
and other organisations championing hindutva are happy that 
the BJP has come back to power. But given that the BJP’s 
strength in the house remains static at 182 and it is dependent 
more than ever on the continued support of its allies, these 
organisations are deprived of the freedom to aggressively 
pursue their communal agenda. Except for the Shiv Sena, all 
the BJP’s allies have a secular outlook and value the support 
of non-Hindu voters. If the Hindu organisations misbehave 
and the BJP-led central government refuses to act, the coali 
lion is likely to collapse. The BJP as much as the Hindu 
organisations cannot but be acutely aware of this vulnerability. 
This is likely to deter adventurism on the latter’., part. 

Difference of opinion on basic policies is unlikely to wreck 
the BJP-led coalition because, except in regard to .secularism 
and nuclear weapons, there is a virtual con.sensus among the 
major political parties, inside and outside the NDA. Differ¬ 
ences on nuclear w eapon policies are minor within the coalition. 

The one real .source of instability is |K)wer-sharing. 'fhe BJP 
and itr allies have more experience in this now than in the past 


and have learnt, from the AIADMK’s setback in these elec 
lions, that the electorate does not take kindly to parties that 
disrupt a government of which they arc a part for their own 
petty ends. If the ruling alliance learns to hold regular con.sul- 
tations among the coalition members on an in.stitutionali,sed 
basis, and there is no reason why it should not, this ceases to 
be a problem. 

Centrist politics has been given a boost by two develop¬ 
ments: the BJP'swillingne.sstoevolveaw'ay from its .sectarian 
vision and the revival of the Congress. The moratorium 
declared by the BJP on the controversial demands for a Ram 
temple at tlie site of the demolished Babri mosque, a uniform 
civil code and scrapping of Article 370 is certainly less than 
renunciation of Its erstwhile .sectarian worldview. At the same 
time, it is more than a ruse to win votes. The simple fact is that 
democracy is forcing the BJP to leave its communal agenda 
behind. And this pressure will remain so long as the vast 
majority of voters refuse to be comnuinalised. Being hemmed 
in. within the ruling alliance, by parties with secular moorings 
and centrist views on most matters makes the BJP more of a 
centrist party than in the past. 

The revival of the Congress might be less than apparent, 
given the steep fall in the party’s Lok Sabha tally from 141 in 
1998 to 112 in thc.se elections. But it has increa.sed its vote 
share and commanded the support of 28.4 per cent of those 
who voted in the Lok Sabha elections. Of the five Mates that 
elected their legislatures alongside the Lok Sabha elections, 
Karnataka and Arunachal Pradesh have gone to the Congress 
and .so can Maharashtra if the parly shows a modicum of sense 
in il.s dealings with the breakaway group, the Nationalist 
Congress Party. More significantly, the Congress is back in the 
reckoning in Uttar Pradesh and Bihar - being out of the race 
altogether for the 139 Lok Sabha seats from these two states is 
a handicap that the Congress does not have to wtirry about any 
more. Even as appendage to the Nehru dynasty, the party 
stands to grow further, provided it learns the lesson offered by 
its come-uppance in Bihar and Tamil Nadu that it is bad 
politics to rally the corrupt and the incompetent to fight the 
communal. 

Another development that strengthens centrist politics is the 
clear message from the electorate that identity politics sans 
governance has run out of steam. The Asom Gana Parishad in 
As.sam and the KJD in Bihar have been marginali.sed in these 
elections. It is not that the RJD has grown any lc.ss keen to give 
voice to the backward ca.stes, chiclly the yadavs, of Bihar or 
champion the cause of the minori t ics i n that state. B ut there has 
been a terrible dearth of governance there. And the electorate 
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has punished the party for that, as deci¬ 
sively as the electorate of Andhra Pradesh 
has rewarded the TDP’s credible commit- 
inenl to development. The Samajwadi 
Party’s pain in scats in UP, albeit with a 
reduced vote share, and the HSP’s tid- 
vance might .seem to disprove the argu¬ 
ment that identity politics has weakened. 
But only so long as two other factors are 
not taken into consideration. One, both 
parties have been trying, desperately, to 
widen the social base of their support from 
the narrow stratum championing who.se 
identity they had risen to initial promi¬ 
nence. Of the Ff.SP's candidates this time, 
less than half were dalits. The .SP has been 
wooing the upper castes assiduously. Two, 
both the parties gained additional scuts in 
the course of and as a result of the UP 
electorate’s effort to punish the Kalyan 
Singh government for its comprehensive 
failure to provide governance. 

The BJP, of course, has been in a .scn.se 
the biggest identity party of all. The drub¬ 
bing it has received in UP ■ its seats have 
comedownfrom57to29- showsthat three 
years’ talk of Ram rajya and hindutva 
does not compensate lor malgovernance 
of the worst kind. The moratorium de¬ 
clared, at the national level, by the BJP on 
Its controversial demands is a moratorium 
by that party on identity politics. By align¬ 
ing with the BJP and risking minority 
votes, were identity politics the principal 
consideiation, Chandrababu Naidu 
gambled that voters would attach more 
importance to his commitment to develop 
ment. And the gamble paid off. The punish¬ 
ment dealt out to parties in office m 
Karnataka.Oris.sa, UP, Delhi and Rajasthan 
in conjunction with the endorsement of 
good governance in Andhra I’l adesh,Tamil 
Nadu end even Madhya Pradesh where the 
Congress’s vote share went up even if its 
tally ol scats did not. shows that anti- 
incumbency IS noil.ing more than a euphe¬ 
mism lor the voters’ respon.se to bad 
governance. I.et there be no doubt about 
It - parties have been put on notice: voters 
want govei unice, first and foremost. 

The BIP and the Congress have been 
chastened on one count. Theiv is no cha¬ 
risma of the central leadership or a single 
achievement that drives voters across the 
country to uiK|uestioning support. State 
level and local level issues decide who 
will become the prime minister. This 
realisation is us significant in strengthen¬ 
ing the polity’s fedcial foundations a.s the 
dependence of the ruling coalition on the 
support of a clutch of regional parties. 

On the whole, a surprisingly positive 
denouement for n election that was sup¬ 
posedly devoid of real i.ssues. 


THE ELECTION 

To Vote or Not: At Gunpoint 

THE recent elections witnessed an inter¬ 
esting paradox. While in one part of the 
country, citizens who wanted to boycott 
the elections were compelled at gunpoint 
by the government’s security forces tocast 
their votes, in .some other parts voters who 
were willing to participate in the elections 
were prevented from doing so - again at 
gunpoint - by groups which called for 
boycott of the elections. 

According to eyewitness reports by 
newsmen, in Kashmir personnel of the 
BSF, CRPF, and other security forces in 
the Kangan-Ganderbal-Down town 
.Srinagar belt during the first phase of 
polling, and armymen in the Baramulla 
district in the third phase, literally dragged 
people out from their homes and forced 
them to cast their votes. But in spite of 
all these efforts to enforce the ’democratic 
process’ by armed might, the turnout 
hovered between 12 and 27 per cent m 
these areas, indicating popular alienation 
from the electoral process. Although the 
separatist All Parties Hurriyat Conference 
launched an election boycott campaign, 
there was no large-scale, intimidation of 
the voters by the militants this time, though 
a BJP candidate was killed and there were 
clashes with the security forces. This 
suggests that the Ka.shmiris decided to 
stay indoors and refuse to vote, not out 
of fear of militant reprisals, but out of their 
own free will. The boycott could be taken 
as their verdict on the Indian government’s 
failure to alleviate their grievances and 
protect them from being caught in the 
crossfire between the .state’s armed forces 
and the militants’ offensive. 

The piciuie is totally different in the 
north-east, or Bihar, or Andhra Pradesh, 
where armed militant groups gave the call 
for boycotting the elections. But the people 
came out on their own to vote, expressing 
thereby their rejection of the call. In Assam 
and Tripura, wliere the secessionist ULFA 
and the National Liberation Front of 
Tripura gave the call, the voter turnout in 
the final phase of polling was about 55 
and 60 p^r cent, respectively. Failing to 
enforce thcii call by peaceful means, these 
groups retaliated by armed attacks on 
polling stations, snatching of ballot pa¬ 
pers, intimidation of voters, abduction of 
polling personnel and killing of security 
forces personnel. .'\t Ica.st 40 people, 
including civilians and polling personnel, 
lost their lives in the north-eastern states. 

The toll was heavier in Bihar, where two 
naxalite groups - the People’s War Group 


(P WG> and the Maoist Communist Centre 
(MCC) - gave election boycott calls. 
During the third phase of polling alone 47 
people, including a large number of civil¬ 
ians, were killed when the'MCC triggered 
off landmines in several places. But de¬ 
spite these widespread efforts to disrupt 
the polls and intimidate the voters, around 
56 per cent of the electorate came out to 
cast their votes. Angered by the refusal of 
the voters to heed to their call, MCC 
activists retaliated soon after the voting 
was over in Hazaribagh district (which they 
claim to be their stronghold), by raiding 
two villages there on the midnight of Sep¬ 
tember 27 and chopping off the fingers 
of those who had dared to defy their poll 
boycott call and h.id cast their votes. 

There was relatively less violence in 
Andhra Pradesh where also the PWG had 
given a call for boycotting elections. In 
spite of the call, and the group’s attempts 
to disrupt the polls by bomb blasts, around 
60 per cent of the voters cast their vote.>j. 

In marked contrast to these pull boycott 
calls sought to be enforced by terror tactics 
by various militant groups in different 
parts of the country, there shines perhaps 
a lone example of a spontaneous popular 
decision to refuse to vote without any 
pressure from any armed group or militant 
organisation in one town in north India. 
In Mohana in Lucknow (the constituency 
of prime minister Vajpayee), of the nearly 
5,000 voters only 200 cast their votes. The 
boycott of the polls wa.s organised by a 
people’s committee called the Chunav 
Bahishkar Samiti (boycott elections com¬ 
mittee), which mobilised public opinion 
in favour of a decision to refuse to vote 
in order to highlight their problems such 
as lack of a hospital, schools and better 
roads. Significantly enough, unlike the 
pro-boycott militant organisations, the 
committee decided nut to put pre.ssure on 
people to ob.serve its boycott call. 

The low turnout in Kashmir despite 
ai med pressures from state security forces, 
and the few instances of spontaneous poll 
boycott by communities in certain towns 
or villages (as in Mohana) even in the 
absence of any call for such boycott by 
political parties or militant organisations, 
indicate certain isolated, but signiEcant 
trends. They mainly reflect the local griev¬ 
ances of the people which had not been 
met - whether the demand for more auto¬ 
nomy of the Kashmiris, or the civic prob¬ 
lems of the citizens. Their protest against 
elections may look like a sore thumb 
sticking out from the midst of an electoral 
process which in spite of a deplorable 
record of criminaliiiation and failure to 
ensure the rights of thousands of dalits to 
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cast vhcir votes, apparently still enjoys the 
confidence of some 50-60 per cent of the 
electorate. Many among them may be dis¬ 
enchanted with the process which churns 
out at the end of every election a govern¬ 
ment which is as bad as its predecessor, 
if not worse. But they continue to partici¬ 
pate in it in the absence of any better 
alternative avenue available to them to 
voice their verdict in favour of a change. 
After years of armed struggle, neither the 
secessionist militants in the north-east, 
nor the naxalilc groups in Andhra Pradesh 
and Bihar have been able to create con¬ 
fidence among the people in their respec¬ 
tive areas of influence and offer them a 
viable demixiratic prrx;es.s to enable them 
(o a.s.seil and articulate their aspirations. 
Instead, their actions are too often repli¬ 
cating the terrorism of the state. While the 
latter is enforcing voting in Kashmir with 
the help of the security forces, the various 
militant and naxalite groups are enforcing 
their call for boycotting elections by un¬ 
leashing terror on iniKKent people. 

WOMEiN AND WORK 

Triple Burden 

AS the impact of globalisation on various 
areas of society and the economy begins 
to be better understood, it is evident that 
there is a deterioration in the social sup¬ 
port systems which have played a critical 
role in holding ttigether the social fabric 
in times of crisis whether it be of an 
individual, a family or the community. 
Equally clear is the fact that neither those 
who put togethereconomic‘development’ 
packages nor those involved with other 
‘social’ issues have paid much attention 
to this. The Eiuman Development Report 
1999 draws attention to it in great and 
distressing detail; distressing especially 
because there appearto be few ahernati ves 
which arc evolving. 

The dcKument points out that in a glo¬ 
bally competitive economy there is a 
squeeze on resources to provide care for 
those who cannot care for themselves - 
the young and the very old. With the 
expansion of employment opportunities, 
especially of the kind that arc most readily 
available, there is a shrinkage of time 
available for such care. The increased 
participation of women, the traditional 
care-providers, in wage employment is 
taking them away from homes for longer 
periods. What happens in such situations'.' 
Do others in the family take on that burden? 
Is there an equal sharing of the burden of 
caring? Will the pressures of a global 
economy and competitive markets prompt 


the evolution of n more egalitarian family 
structure? Or will it m fact produce com¬ 
munity care structures? 

As yet there is little evidence of any of 
this change. What is actually happening 
is that there is a .sharp rise in the intensity 
of women’s labour. Three studies in India 
undertaken by CHHAT as part of a multi- 
nation project show these trends vividly. 
In Ambattur, a region which w as predomi¬ 
nantly agricultural but is now being drUwn 
into rapid industrialisation, women have 
lound new work opportunities even as 
agricultuialwork is diminishing. While this 
is bringing home nioic income and provid¬ 
ing some extras which go to fulfil lifestyle 
aspirations, it luis not meant any change 
in the perception of women’s status, nor 
of their work load in the family. For in¬ 
stance, such arc ihe time-schedules of 
wage-work in u distant industriul area that 
women do not find time to cut adequately 
or even at <dl for that matter before they 
begin the day’s work. This will have inevit 
able consequences for their health in the 
future. In another, quite a dil ferent, environ- 
ment the expansion of grape cultivation 
for exports has expanded wage oppor¬ 
tunities forskilled labour which isprovided 
by groups which were formerly nomadic 
with a visibly more egalitarian .social 
structure. And while women draw equal 
wages for equal work and are even able 
to exercise control over their eumings and 
decide on expenditure patterns, they con¬ 
tinue to be the caic-gi vcn>. When tJicre lue the 
old, the ill or the vety young to be looked 


after, it is the women who, if they are not 
able to cope, are forced to withdraw frotii 
the lucrative grape work. The situation is 
tiodiffcreiit in an urban community which 
has suffered from closure of industry and 
w hose members have been forced to find 
employment in the informal sector. Here 
too, women not only carry the burden of 
housc-work tind provide care for the old 
and the infirm, hut are often assumed to 
take on similar roles in thcii place of work 
as well. I'he workplace therefore demands 
not only wage-work but ‘family’ work as 
well, placing thus a triple burden on 
women. .Significantly, although the situ¬ 
ations and the work that women are being 
drawn into arc very dissimilar, the con 
sequence tor women and the work that 
they tio in the family has been comparable. 

The lack of development of alternatives 
to family-care has not had a serious impact 
on the state or iin the economy only Ixicause 
women have continued to stretch their 
eneigtes to bear the double and triple 
burdens. In in economy in the throes tif 
rapid development, the nature ol wage- 
work available to wotnen wtll most cer¬ 
tainly be tnofc intensive and highly com¬ 
petitive. Such ciicumstances will in time 
make lo^ a sharp deterioration in women’s 
health which intetvenlions such us vita¬ 
min supplementation or even the provi 
sion el health earc services will not miti 
gate. While there is an urgent need to give 
greater attention to providing social sup¬ 
port .services, the real change required is 
m the value systems of patriarchal society. 
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CURRENT STATISTICS fFW Research Foundation 

Improvcmcm in market senimicnt brouisht ubout by the cct)iu)mtc revovery and the election results led to surges in equity prices on both BSE and NSE. 
Sensex crossed the 5iHiO mark on (Xtober 8 when il touched an inlru'day all-time high of 5091 24 points and closed at 4981 74 NSE witnessed a record 
turnover of Rs 4,19^ crore on the same day The rally was also helped by upgradation o( the country's sovereign rating outlook from stable to positive by 
MiMHly's. 
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12915(10.71 

193.1' 1 6) 

RHi Credit lo Hks/(‘oiiiiii .Sector 
Scheduled ('omnKTci4il Hanks (Sept 24) 

2002 ^ 

2()>I0( 11 0) 

3551(20 8) 

48W(-19 1) 

1790(1171 10206(66 8) 

2029(15 (1 

-l.5557( 54 01 

IX*fH)sns 

761678 (ni 10786(14) 

l(HK)’Ol 15 l( 

47(1.5 3(6 7) 

63173(10 6) 1155)0(19 1) 

‘).’886(18 4l 

71780(l(,..5| 

Advances 

378)94 

3812(1 0) 

47704(14 4) 

9557(2 6) 

(i(i 12(2 0, 44759(13 8) 

45676(16 4) 

24387(9 6) 

Non l•(xxl Aitvaiiccs 

357862 

4968( 1 4) 

43251(1 ( 7) 

5841(1 7) 

.3017tl.l)) 40427113.0) 

4079()(l.3 1) 

2(1.580(10,9) 

Invcsinienis (loi SLR puriHises) 
Oimmcrcial Invcsinutnis and 

280596 

2 (24(0 S) 

37729(15 0) 

35001(13 7) 

(3162(15 2 ) 35890116 4) 

28192(14 8) 

2.57 3)115 6) 

hills nrdiscounied with I-'Is 

54139 

6.^2(l 2) 

14074(35 1) 

518(811 3) 

8052(25 2) I(i(vt5(.52 0) 

12472(6 3 0 

4168(27 1) 


(i* includes Us 17.94^ trore on account of pnKveds Irom UIBs since August 28.1998, excluding them ihe >cMi-on-)eur and ihc 1W8*\8) lisciil )e.»i giowili ol money '•‘•pply 
wtHiUlIx' I69|)ercciiiand lb.2|icrcrm.a'v|icclivcly LiKcwksc. Kmkde|K)sits\sitliouiKinsgrewhy lh()|vi comaiKl Ih 1 percent, lespecincly Saltei eiosuic* ofgnvcmincMU accounts 


Index Numbers of Induslrial 


July Fiscul Year So F.ir 



Full Fiscal Year Averages 


Pruduetlnii (199.3-94=100) 

Weiglils 

l‘J99 1999 2(XX) 1998-99 

1998-99 

1997-98 199(1-97 

1995-96 

1994-‘)5 

Cicncral Index 

IIXXH) 

145 2 145.1(5 4) 137 7(4.2) 

143 1(4 0) 

M7()(6 6) 1.^9 0(5 5) 

122.3(12 8) 

108 4(8 4) 

Mining and Quiirrving 

10 47 

118 0 ll.5 7(-l 

2) 117 1(0.5) 

120 3( 1 8) 

122 4(5 9) I15 6( 2 0) 

117 0(9 6) 

107 617.6) 

Munulactunng 

79 ,36 

I4‘»0 149 2((i.3) I4l)4(l‘i) 

146 7(4 1) 

140(1(6 7) 1318(6 7) 

123,5(13 8) 

108 5(8.5) 

Electric iiy 

10 17 

144 0 144 1(4(1) 137 8(')..3) 

138 4(6 4) 

1.300(6 6) 121.9(3 9) 

117.3(8 1) 

108.5(8.5) 



Ocl 8. Moiill! 

Year I99<)-2(XK) .So l-ji 

1998 99 bnd ol Fiscal Year 

Capilnl Market 


1999 Ago 

.■\go Trough Peak 

Trough 

Peak 1998-99 


1996-97 

HSF Sensitive Index (1**78 7*) 

= I(K)) 

4'J82(72 0) 4774 

2896(-2(> 3) 3245 49x2 

2783 

4281 374()(- .3.9) 

.389.3(15 8) 

3360-0.2) 

BSF-KX) (1983-84= 1(X)) 


23 30(79 8) 21.36 

l296(-23 8) I4(W 23.30 

1242 

18W 1651 (-2 7) 

1(>97( 15 9) 

I464(-5..5) 

USl- 2(X) (I989->X).-I0()) 


538(77 6) 4‘>.s 

30 3( 20 31 322 538 

289 

429 380(0 8) 

377(14 9) 

32h(-5.0) 

S und 1* (.’NX-.50 (Nns .3, l995=ltKX)) 

1479(74 4) 1.383 

84K( 23 9) 931 1 179 

812 

1213 l078(-3 5) 

1117(154) 

968 

.SkinJia GDK liidex(Jun2. iWS^KXX)) 

966(83 I) 9.37 

527 581 980 

515 

1015 65.3(-.305) 

940(1 1) 

9J0(-4 4) 

Foreign Trade 

August 

Fiscal Y 

e.ti Sn f'ai 


Full Fiscal 3'eai 




1999 

I999-21XX) 

1098-99 

1908 00 

1997-98 

1996-97 

1995-96 

t.x|K>il.s. Rs croic 

13.327 

W)81.318 5) 

.5605.5(10 7) 

14lo04(8 8) 

1.30101(9.5) 118817(11.7) 

106.35.3(28.6) 

US S inn 

30()7 

1411.3(4 6) 

I3.l.5.5( 4 9) 

33(,l.3( -. 

3 9) 

.34976(4 5) 

33470(5,3) 

.31797(20.8) 

Iniptirls. Rs cnire 

168(8) 

77882(8 0) 

72132(22.5) 

nf.O'lO) 14 2) 

154176(11.0) 1.38920(1.3.2) 

122678(.36 .3) 

US $ inn 

3866 

18(I7.'((1{)) 

17314(5 3) 

41802(0 9) 

41449(5.9) 

39132(6.7) 

36678(28 0) 

Non POL US % inn 

3 1(13 

14476( 3 6) 

1.5020(14 2) 

3.5928(10 3) 

32.526(11 9) 

29096(-0.2) 

29152(28,3) 

Uuluncc ol Trade. Rs crore 

3472 

17069 

-16077 

-.34495 


-24076 

20102 

-16325 

US S n>n 

-79‘» 


3859 

-8188 


-6472 

-5663 

-4881 


(Xi 1, 

Sept 30. Nfarch 31. 



Vanation Over 



Foreign Kxehange 

|9S)9 

1998 1999 

Mufitli Year 

Fi.scnl ^'car Su Ew 

1998-99 1997-98 

1996-97 1995-96 1994-95 

Reserves (excluding gold) 



Ago Ago 

1999-2000 

I998->J9 




Rsirore 

131345 

nm !»(!!!!!■ 

-874 19W7 

5899 


■Kfinmnifi 

nr? 10 innnmM 

US $ nin 

30132 

E3E!bK!s!1 

- 256 3934 

602 

mi\i 




fSiUfs (i) Supetsuipi nuinci.il dencxes month lo which figure rel.tics. e g. superscript 7 stands tor July; (ii) Figures in hiackets are percentage variations over the specified oi 
over the I <miparahlc|>enodot the pies urns year neg negligible 
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Industrial Investment Proposals (August 1991-May 1999) 

By Slates and 

Total Proposals 

Induslnal Enlrcprenctirs Memoranda (lEMs) 

U'ttcrs ot Intent (LOIs) 1 

Union Territories 

(fEM+LOl) 

Numbers 

Pnspnscd Invc.si 

Priiptisc*d Fnipltiv 

N umix'i s 

l’rii|M)scd Invest 

l*io(x)sed Kmploy 


(Numbers) 

Filed 

(Rs Cl) 

(Numbeis) 

Issued 

iKs cr) 

(NimilH‘is) 

States* 








1 Maharashtra 

7680(19.31) 

7188(19.70) 

1.5.3820(21,29) 

126.547.5(20 09) 

492(14 97) 

1217(1(11.68) 

l?()478( 1.5.75) 

2 Gujarat 

5454(13.71) 

.5052(13.85) 

125.302117..34) 

831937tL3 2l) 

4112(12 23) 

2(X)9()( 19.28) 

60256(7.88) 

3 Uttar Pradesh 

392.3(9.86) 

3574(9.80) 

62(144(8.67) 

596807(9 47) 

.349(10 62) 

98(X)(9.46) 

101743(13.30) 

4 Tamil Nadu 

3854(9.()9) 

3286(9.()l) 

484.S7(6 7I) 

5309.3(1(8 4 3) 

568(17 28) 

10402(3)98) 

112610(14 72) 

5 Andhra Pradesh 

2713(6.82) 

2359(6 47) 

.5.565.3(7 70) 

40I8.5ch()..38) 

.354(10.77) 

I(X)I4(9 6I) 

725.30(9 48) 

6 Haryan.i 

24()6(6.20) 

2282(6 25) 

2371) ((.t.28) 

354(1.52(5.6.3) 

184(5 60) 

4080(3 92) 

5248(1(6 86) 

7 Madhya Pradesh 

2191(5.51) 

2().5(K5 62) 

57()()5(7 98) 

4.3.5911(6 92) 

141(4 29) 

.3(i21(3 47) 

321.58(4.20) 

K Rajasthan 

1934(4.86) 

1845(5 06) 

28473(3.94) 

.352119(5 59) 

89(2 71) 

l(i04(l .54) 

14880(1.94) 

9 Punjab 

1896(4 77) 

1757(4.82) 

3.343214 63) 

42698.3(11 783 

1.39(4.23) 

4472(4.29) 

45668(5 3)7) 

10 West Bengal 

1597(4 02) 

L521(4 17) 

21852(3.02) 

249107( 3 95) 

7(1(2 31) 

t')29( 3 77) 

I8|.»2(2 37) 

11 Kantalaka 

1526(3.84) 

1.3.30(3 65) 

34741(4 81) 

219.550(3.49) 

I9(h5 96) 

9261(8.8*)) 

(i487.3(8 4K) 

12 Kerala 

4.36(1.10) 

.382(1 OS) 

(1902(0.96) 

6.3 324(1 01) 

54(1.(i4) 

251.3(2.41) 

1.3447(1.76) 

13 Hinitichal IVudcsh 

.387(0 97) 

.35.5(0 97) 

"811(1 08) 

8.387(1(1 3 3) 

32(1) 97) 

47(i(() 46) 

6140(0 8(1) 

14 Bihar 

353(0.89) 

311(0.85) 

/Id ho 99) 

5085.3(0 813 

42(1.28) 

18()()(l 7 3) 

15704(2 05) 

IS CiOJ 

340(0.85) 

.308(0.84) 

4519)0.1)3) 

.32 37.3(0 51) 

32lO 97) 

151(0 )4) 

.3271(0 43) 

It) Oris.sa 

284(0 71) 

250(0 69) 

1.5X91(2 20) 

‘»7724(1 55) 

.34(1 1)3) 

.544(K5.22) 

11872(1 55) 

17 Assam 

92(0 2.3) 

81(0.22) 

291.3(0.40) 

13802(0 22) 

11(0 33) 

24 30(2 3 3) 

4278(0 56) 

1K Jaininu and Kashmir 

74(0.19) 

7(K0 19) 

5 too) 07) 

3477.5(0.55) 

4(0.12) 

(16(0.0(1) 

I71).5(().22) 

19 Meghalaya 

14(0 04) 

14(0.041 

2.54(0 04) 

1.503(0 02) 

0(0.(X)) 

0(0 (X)) 

0(().(H)) 

2U .Sikkim 

10(0 03) 

9(0 02) 

23/0 (KJ) 

780(0 01) 

1(0 03) 

.5(0 (Kii 

2()4t()03) 

21 Aruri.icbal I’radcsh 

6(0.02) 

2(0.01) 

IS(OOI) 

172(0 (X)) 

4(0 12) 

1(0 (X)) 

522(0 (),s) 

22 Nagaland 

6(0.02) 

.5(0.01) 

1.58(0 02) 

972(0 02) 

1(0.03) 

0(0(X)) 

(ltd (HI) 

23 Tiipura 

4(0.01) 

4(0 01) 

KHOOl.U) 

I 347(0.02) 

0(0 (K)) 

()|0(X)) 

0(0 (HI) 

Union Territories 








1 IJadra and N iiaveli 

1110(2.79) 

1092(2 99) 

t5()!X(2 08) 

124380(1 97) 

18(0 55) 

1 32(0 1.3) 

2450(0 12) 

2 Uaman and Dm 

529(1.33) 

512(1.40) 

329(1(0 46) 

.381 i.5|i)(il) 

17(0.52) 

6(1(0 (Hi) 

3 30710 4 3) 

3 Delhi 

468(1 18) 

451(1 24) 

0179(0 88) 

46331(0 74) 

17(0.52) 

3()(()()3) 

1 337(0 17) 

4 Pondicherry 

378(0.95) 

361(0 99) 

4121(0 57) 

.35749(0 571 

17(0 521 

12 5-1(1 20) 

.•>86,8(0 37) 

.S Chandigarh 

26(0 07) 

25(0 07) 

270(1 lOt) 

4X71(0 OX) 

1(003) 

0(0 (X)) 

3)1(1 (X)) 

t) Andjiiiun and Nicohai 

9(0.02) 

9(0 02) 

3)2(0 0.5) 

2610(0 04) 

0(0 (X)v 

(WIKX)) 

OtO.IX)) 

7 Lakshadweep 

1(0 (K)) 

1(0 (X)) 

4(0 (M)) 

278(0 00) 

0(0.(X)) 

(l((l (X)) 

0(0 (Kl) 

Moic than 1 slate 

12(0.0.3) 

0(0.1X)) 

0(0 (X)) 

0(0 00; 

12(0 3 7) 

332(ll..32) 

2l*7Ki0 29) 

Total 

.3977.3(1(X)(K)) .3(486(100IK)) 

7224.3(HI(X).00) 

(i2*7>)l(i8(l(X)(X)3 

3287(1 (X).(X)) 

10421 KKXI.IX)) 

765|,l(i(|(X)(X)) 

1 * No tiiUustrial investment ptoposals reported in the source tot Mi/oiaiii and Manipur 




Indastrywisc 








19 Chemicals (except fertiliscns) 

6458116 24) 

6102(16 72) 

129266(17 89) 

740927( 11 76) 

3.56(10 83) 

3.347.3(32 12) 

6194/(8 10) 

>3 Textiles 

6I20(I5..39) 

,5474(15,(K)) 

102855(14.24) 

1205(101(19 14) 

(i4(i( 19 65) 

521(1(5 01) 

154538(20 20) 

01 MeUallurgical iiKlu.stiics 

.5931(1491) 

5867( 16.08) 

117426(16 2.5) 

11175.30(17 74) 

(i4( 1 95) 

.59.3(0 57) 

1 IX'/tll 55; 

38 Mi.sc industry 

2978(7 49) 

2942(8.0(0 

.50586(7 (X)) 

393599(6.25) 

3(i(l 10) 

1717(1 65) 

>)(i4'7(l .7()l 

(>5 Moctrical nacliincry 

2.308(5.80) 

2231(6.11) 

3 36X 2(4 66) 

3.34094(5 30; 

77(2 31) 

59(1(0 57) 

20451(2 (.7) 

27 I'Ood proces.sing industry 

2052(5 16) 

1994(5 47) 

279(iX)3 87) 

.368589(5 85) 

.58(1 7(1) 

201 3(1 93; 

5114(0 (i7) 

28 Vegetable and vunasputi 

1849(4 65) 

18.3.5(5.0.3) 

14549(201) 

210720(3 35) 

14(0 43; 

75(0 07) 

IM.3((),?I) 

24 I'aper tind pulp 

1471(3 70) 

1425(3 91) 

352.3714 88) 

2298()K( 3 65) 

4(ii 1 40; 

325(11 3 12) 

.’5,5/()(3..34) 

22 Dnigs and phurmacculic,ils 

144.5(3.63) 

745(2 04) 

5)X)70)69) 

86599(1 3 7; 

7(X)(21 .30) 

48/5(4 (i8) 

li(i55S(X 70) 

25 Sugar 

1285(3.23) 

872(2..39) 

169.35(2 .34) 

264186(4.19) 

413/12.56) 

1 !427( 12,88) 

208154(27 20) 

Ub 3lecoinmunications 

1098(2.76) 

1053(2 89) 

26.561(3 68) 

172720(2 74) 

4.5(1.37) 

68 111) 65) 

1422 3(1 86) 

08 Industrial machinery 

90.5(2.28) 

858(2.35) 

L3(X)2(I 80) 

r;.5477(l 67) 

47(1 4 3; 

'■).3(() )9) 

5871(077) 

.35 Cement and gypsum 

872(2 I9j 

840(2..30) 

52472(7 26) 

20.5766(3 27) 

32(0 97) 

818(0 78) 

(1.53 3(0 85) 

12 Misc mechanical and engg mil 

68(41.72) 

656(1.80) 

10072(1 .39) 

7.390(1(1 17) 

»(M0 9I) 

120(0 12) 

5871(0 771 

07 Transpolaiion 

63.3(1 59) 

56.3(1.54) 

18,585(2.57) 

184602(2.93) 

70(2 1 

5(XX)(4 80) 

3.3II.3(.L33) 

30 Rubber goods 

469(1.18) 

455(1.25) 

10418(1.44) 

1(X)604(1 60) 

14(0 4.3) 

X()((),08) 

2112(0 28) 

04 Prime movers 

40(.(L02) 

406(1.11) 

4)91(0.58) 

6,5619(1 04) 

0(0.0) 

()(() 0) 

'.hOO) 

02 l ucls 

324(0 81) 

187(0.51) 

9,S.35(I .36) 

.30319(0 48) 

1.37(4 17) 

2(i33.5(25 27) 

,322.56( 1 22) 

31 Leather 

294(0.74) 

117(0.32) 

1080(0.15) 

29 396(0 47) 

177(5 38) 

2868(2.75) 

46(i(i0((i 10) 

18 Fcrtili.scrs 

294(0.74) 

294(0.81) 

19.584(2 71) 

79294(1 26) 

0(0.0) 

(WOO) 

0(0 0) 

26 Fcrmeniiition industries 

262(0 66) 

39(0.11) 

448(0 06) 

5333(0 08) 

22.3(6 78) 

12710.22) 

32<74*J(4 .31) 

34 Ceramics 

257(0.65) 

247(0.68) 

2427/0 34) 

.3610(1(0 57) 

10(0 5()) 

61(0,06) 

.13(1(0 06) 

lb Scicnnric instruments 

241(0 61) 

241(0.66) 

3744(0.52) 

49ti9()((),79) 

(WOO) 

(WOO) 

0(0 0) 

13 Comm/oITtce/ 








1 Is hold equipment 

219(0.55) 

205(0.56) 

.3444(0 48) 

403.(2{()6() 

14(0.43) 

43(0 04) 

2X59(0 37) 

29 Soaps, cosmetics, toilctnes 

19.5(049) 

I84(0..5{)) 

144.3(0.20) 

43952(0 70) 

tKO 33} 

4.5(0 04) 

(i7(i/(i()9; 

33 Glas.s 

158(0.40) 

15.5(0.42) 

.50-33(0.70) 

36722(0.58) 

3(0(X7J 

22(0 02) 

760(0 10) 

09 Machine Itmls 

152(0.38) 

140(0.38) 

136 7(0 19) 

.30445(0 48) 

12(0 .37) 

307(0,29) 

1.3-13(0 IX) 

20 Phulograpliic raw nim/puper 

123(0.31) 

122(0.33) 

1136(0 16) 

10l()0(0 1(1) 

1(0 03J 

IK) (XI) 

55(0 01; 

36 Timber products 

103(0 26) 

69('M9) 

1563(0 22) 

13319(0 21) 

34(1 03j 

967(0 93) 

(i.|54(O.H4) 

11 Earth moving machinery 

52(0.1.3) 

52(0.14) 

106(1(0.15) 

14.342(0.23) 

0(0.00) 

(J(0.(XI) 

0(0 (X)) 

32 Glue and gelatin 

42(0 11) 

42(0 12) 

190(0.03) 

7080(0 11) 

0(0.(X)J 

(W().(X)) 

0(0 IXI; 

10 Agricultural mdchincry 

33(0.08) 

30(0 08) 

1 lUKO IS) 

,5858(0 W) 

.3(0 (XJ) 

41(0 04) 

4*761(0 65; 

IS Industrial instruments 

29(0.07) 

26(0.07) 

6.310 01) 

38.53(0.0(1) 

3(0 W) 

14(0 011 

1057(0.14) 

14 Medical and surgical appliance 

10(0.03) 

10(0.03) 

57(0 01) 

2144(0 03) 

0(0.(X); 

0(0(X)) 

IHIUX)) 

21 Dye stuffs 

9(0.02) 

4(0.01) 

25(0.(X)) 

39(X0 0!) 

5(0 15) 

51(0 05) 

1307(0 17) 

37 Defence indu.stries 

6(0.02) 

0(0.00) 

0(0.00) 

0(0.(X)) 

6(0.18) 

.52(0 05) 

1.5.5(0 02) 

17 Math, survey, drawing insl. 

.3(001) 

3(0.01) 

4(0.00) 

6(0.00) 

0(0,(K)) 

0(0 (X)) 

0(0 (X)j 

1 03 boilers and steam generating plants 1(0.00) 

1(0.00) 

H(0.(X)) 

22(K0.(X)) 

0(0.(X1) 

0(0(XI) 

0(0 (X)) 

[ Tou.1 

39773(100.00) 36486(1OO.(X)) 

7224.3(X 100.00) 

6299I68(1(X).(X)) 3287(100(X)) 

10421 KKXKX)) 

7fi.5|.Wi(l(Xl(X)) 


Figure^ in bnckelsi are percentage shares to the total. Source: Ministry ol' Industry fC«>l>. .SIA Statistics, July )yW 
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COMPANIES 


EPVf Research Foundation 


BAJAJ AUTO 

Danger Signal 

BAJAJ AUTO, the leader in the iwo- 
whcclcr segment of the automobile indus¬ 
try, fared well in 1998-99. While net sales 
increased by 11.7 percent, operating profit 
improved by 7.9 per cent over the same 
periixl. A sharp fall in interest charges 
(down 45.2 per cent) coupled with a drop 
in depreciation (lower by 7.6 per cent) 
helped the company post a 19.5 per cent 
rise in its bottom line. Though earnings 
per share ro.se from Ks 38.8 per share to 
Rs 46.3 per share, the company did not 
raise the dividend rate but maintained it 
at 80 per cent. 

The company produced 13.81,765 two- 
wheelers and three-wheelers (including 
CKD packs), as against 13,54,482 units 
produced in the previous year, represent¬ 
ing an incrca.se of 2 per cent. Sale of iwo- 
and three wheelers increased by 6.7 per 
cent ovei ihe same period. The company’s 
market .share i n the scooters segment moved 
up marginally from64.49percentto64.81 
per cent, while that in the ihrce-whceter 
segment improved from 82.08 per cent to 
83.64 per cent. 

Meanwhile, for the first four monihs 
of 1999-2000, the company has seen a 
reversal in trend. Dfftakc of vehicles 
dropped by 12 per cent over the conc- 
sponding period last year. Turnover and 
net profit for the first quarter were also 
lower than that in the first three months 
of the previous year. Apparently, there has 
been a declining preference for scooters 
in the two-wheeler market over the last 
five years. While scooters accounted for 
47 per c mt of total two-wheeler sales in 
1992-93, this share has been gradually 
declining over the years and was down to 
39 percent in 1998-99. In the same period, 
motorcycle sales have increased from 
25 per cent in 1992-93 to 41 per cent in 
1998-99. 

To give Bajaj Auto its due, the company 
did try to reduce its dependence on scoot¬ 
ers and reduced this share from 72 percent 
of its total two-wheeler sales to 60 per 
cent. However, to draw more than 50 per 
cent of its tu-novei from a product that 
is constantly losing market could still prove 
to be dangerous for Bajaj Auto. Though 


the company has managed to increase 
the proportion of motorcycles in its total 
two-wheeler sales from 18 per cent in 
1992-93 to 36 per cent in 1998-99, the lack 
of choice in its offerings in this segment 
has hampered its progress over the years. 
Consequently, competitors like Hero 
Honda and TVS Suzuki have gained in 
terms of market share at the cost of Bajaj 
Auto. Unless the company gets its act 
together, it could be headed for tough 
times over the years to come. 

APOLLO TYRES 

Capacity Expansion 

Api^lloTyres perfonned poorly in 1998-99. 
While net sales declined by 16.1 per cent 
over the previous year, Ihe company's 
operating profit fell by 8.8 per cent and 
net profit was lower by 23.6 per cent. 

The Indian tyre industiy is charaelerised 
by high capital investment, large volumes, 
wide geographical spread, diverse langc 
of products and low profit margins. The 
industry is presently going through a 
recession and replacement maikei growth 
is low as tyres are a low involvement 
product The fall in demand for automo¬ 
biles has also affected offtake. To make 
matters worse, Apollo Tyres lost 1(H) days 
of pioduction in the first and second 
quaiiers following a lock-out at its 
Peranibra plant due to labour unrest. The 
company’s Baroda facility was also closed 
for 15 days in the third quarter for main¬ 
tenance and upgradation work. Also, 
during the year the company settled indi¬ 
rect lax disputes of approximately Rs 9 
erore under the Kar Vi\ad Samadlian 
Scheme and paid Rs crore towards a 
voluntary retirement scheme introduced 
to optimise its staff strength. 

Meanwhile, the company now plans to 
create a manufacturing capacity of 2,000 
passenger radial tyres per day at its Gujarat 
unit as part of its expansion drive. The 
increase in capacity is expected to cost the 
company nearly Rs 1(K) crore. Apollo Tyres 
has already increased the bias truck and 
rear tractor tyre capacity at its Limda plant 
in Gujarat in order to ensure continuous 
supply to the market and to create flex¬ 
ibility of operations. The company has 
also created a capacity of nearly 50,000 


two- and three-wheeler tyres per month at 
its conversion unit. Further, the company 
has already raised funds through a pre¬ 
ferential issue of partly convertible deben¬ 
tures in order to part-finance its plans to 
manufacture pas.senger radial tyres at 
Limda. 

Apollo Tyres now plans to set up a steel 
radial truck lyre unit at a co.sl of approxi¬ 
mately Rs 400 crore in partnership with 
Continental Tyres, which is the fourth 
largest tyre company in the world. The 
latter is expected to provide technology 
transfer and consultancy for .setting up the 
unit. The project is expected to be com¬ 
pleted in 18 to 24 monihs and .Apollo 
Tyres is also considering the possibility 
of convei ting the project into a joint venture 
with its foreign partner. 

Apollo Tyres has today emerged as the 
premier truck lyre producer in the country 
and is now focusing on tractors, light 
commercial vehicles, cars and two-wheeler 
tyres. It commands almost 21 per cent of 
the truck lyre market which is expected 
to grow by over 29 per cent during the 
current year, after a 14-15 per cent growth 
in 1998-99. 

-ATUL 

Rescued by Other Income 

Incorporated in 1947, AtuI belongs to the 
Lalbhai group of companies and is en¬ 
gaged in the manufacture of dyes and dye 
intermediates, aromatics and chemicals. 
In 1998-99 Alai witnessed a nixed per¬ 
formance on the financial front. While net 
sales increa.sed by 16.5 per cent over the 
previous yeai, operating pi ofit declined by 
1.6 per cent over the same period. How¬ 
ever, a sharp increase in non-operating 
income coupled with a marginal fall in 
interest charges (down 2 per cent) helped 
the company post a 68 per cent rise in its 
bottom line. 

A consistently disturbing factor in the 
company’s performance is its dependence 
on other income in order to declare a net 
profit. While the company earned Rs 30.8 
crore on account of profit from the sale 
of investments in 1997-98, this amount 
touched Rs 49.5 crore in the year under 
review. But for this profit, the company 
would have been deep in the red. 


•JRQb 
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The Week's Companies 

(Ks lakh) 



BaJaJ Auto 

Apollo Tvrrs 

Atul 

Financial Indicators 

March 

1999 

March 

1998 

March 

1999 

Morch 

1998 

March 

1999 

March 

1998 

Income/appropriations 

1 Nel sales 

296198 

265234 

89996 

107239 

46947 

40288 

2 Value of pruduciion 

29109.3 

268.3.31 

9.5612 

106248 

45797 

41102 

3 Other Income 

31860 

28107 

382 

437 

1233 

1767 

4 Total income 

322953 

296438 

95994 

106685 

47030 

42869 

5 Raw materials/storcs and 
spares consumed 

167725 

152026 

54720 

63743 

19034 

16695- 

6 Oiher manufacturing expenses 

16579 

170.59 

7721 

9202 

8330 

8767 

7 Remuneration to employees 

23090 

2198.3 

6894 

7051 

0094 

4720 

8 Olhci expenses 

31874 

27786 

13054 

11779 

6565 

5569 

Operating projil 

8.3685 

77584 

I3(.05 

14910 

7007 

7118 

10 Interest 

459 

837 

5993 

6409 

5881 

5999 

11 Ciroti piofil 

90.354 

83120 

6638 

7653 

6111 

4191 

12 Depreciation 

13270 

14362 

2346 

2209 

3064 

2.381 

13 Profit before tax 

77052 

68728 

4292 

5444 

3042 

1805 

14 Tax provision 

21768 

22470 

1184 

1.376 

230 

131 

15 Profit after tax 

55284 

46258 

3108 

4068 

2812 

1674 

16 Dividends 

10602 

10506 

1405 

1318 

611 

455 

17 Retained profit 

44682 

.35752 

1703 

2750 

2201 

1219 

Mabilities/assets 

IK Paid-up capital 

11939 

11939 

3306 

3005 

3567 

3917 

19 Reserves and surplus 

258235 

199883 

28194 

24245 

24003 

19277 

20 Long-term loans 

.34970 

25821 

27400 

26686 

23126 

23213 

21 Short-term loans 

NA 

NA 

2000 

2800 

13229 

12840 

22 Of which bank borrowings 

NA 

NA 

NA 

NA 

11229 

12840 

23 Gross fixed assets 

182083 

159072 

53102 

45957 

54908 

46570 

24 Accumulated depreciation 

89828 

90708 

17303 

15084 

26910 

20273 

25 Inventories 

177.50 

23339 

15376 

9759 

15778 

15910 

26 Total as.sets/liabililics 

457862 

363625 

79488 

79615 

73820 

67189 

Miscellaneous items 

27 Excise duty 

56493 

50530 

25120 

29280 

4308 

3613 

28 Gross value added 

105193 

99571 

19145 

20708 

22105 

16440 

29 Total foreign exchange income 

16473 

14443 

NA 

NA 

17674 

15373 

30 Total foieign exchange outgo 

32531 

23499 

13403 

l(.517 

4588 

3445 

Key financial and performance ratios 
31 Turnover ratio 

(sales to total assets) (%) 

64.69 

72.94 

113 22 

134.70 

63.6(r 

.19 96 

32 .Sales to total net assets (%) 

97.07 

111.61 

147.78 

18901 

73 44 

68.00 

33 Ciross value added to 
gross fixed a.sscts ('H) 

57 77 

62.59 

36 05 

45 06 

40.26 

35.30 

34 Retuiii on investment 

(gi )ss profit to total assets) 1%) 

19.73 

22.86 

8.35 

961 

8.28 

6.24 

M) Gross profit to sales 
(gross margin) (9! ) 

30.50 

31..34 

7.38 

7 14 

13.02 

10.40 

36 Operating profit to sales (%) 

28.25 

29.25 

15.12 

13.90 

14.93 

17.67 

37 Profit before lax to sales (%) 

26.01 

25.91 

4.77 

5.08 

6.48 

4.48 

38 Tax provision to 

profit before tax (%) 

28.25 

32 69 

27.59 

25 28 

7.56 

7.26 

39 Profit afici tax to net worth 
(return on equity) (%) 

20.46 

21.84 

9.87 

14 93 

10.20 

7.22 

40 Dividend (%) 

80.00 

80.00 

40.00 

40.00 

15.00 

10.00 

41 Rarning per share (Rs) 

46.31 

38.75 

9 40 

I3,.54 

7..56 

3.94 

42 Book value per share (Rs) 

226.30 

177.42 

93 09 

87 95 

76.50 

58.73 

43 P/E ratio 

9.91 

NA 

20.96 

NA 

3.04 

NA 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

12.94 

i;..i9 

89.04 

100.97 

84.74 

100.91 

45 Short-term bank borrowing.s 
to inventories (%) 

NA 

NA 

NA 

NA 

71.17 

80.70 

46 Sundry creditors to 
sundry debtors (%) 

135.44 

194.69 

136.71 

82.94 

46.31 

NA 

47 Total remuneration to employees 
to value added [%) 

21.95 

22.08 

36.01 

34.05 

27.57 

28.71 

48 Total remuneration to employees 
to value of production (%) 

7.93 

8.19 

7.21 

6.64 

13.31 

11.48 

49 Gross tixed assets formation (%) 

14.47 

15.89 

15.55 

0.35 

17.90 

5.42 

50 Growth in inventories (%) 

-23.95 

NA 

57.56 

-24.73 

-0.83 

5.02 


NA; mei:ns not available. 


Oblivious to this predicament, the com¬ 
pany has raised its dividend from 10 per 
cent in the previous year to IS per cent. 
The company's stock presently quotes at 
around Rs 23 on the bourses, discounting 
its 1998-99 earnings by a mere three times, 
reflecting the poor investor fancy for the 
scrip. 

The company’s lacklustre performance 
cun be attributed to the subdued state of 
the dyes and dye intermediates market 
during the year. Sale of dyes and dye 
intermediatesfclldrusticallyfroniRs 114.8 
crore in the previous year to Rs 78.2 crore, 
representing a drop of 31.9 per cent. 

The only silver lining for the company 
was the fact that its aromatics division 
performed well. This division draws a 
major part of its turnover (.S6.4 per cent) 
from paraunisaldehyde which is produced 
in relatively .small quantities but goes into 
a hugely successful end-product. The 
company is the world's largest producer 
of this chemical and commands a global 
market share of 35 per cent. Para 
anisaldehyde is a vital ingredient for 
sunscreen lotion and has helped the com¬ 
pany boostiits foreign exchange earnings 
over the years. For the current year, the 
company’s exports were higher by 15 per 
cent with fob. value of forex earnings 
touching Rs 176 crore. AtuI is the only 
manufacturer of the chemical in the coun¬ 
try and competes with American chemical 
companies such as Merisol. 

.Supply and demand for para anisaldc- 
hyde are more or less balanced currently 
and an increase in capacity could only 
lead to a full in prices. Keeping this in 
mind, the company is moving into down¬ 
stream products like para ancside alcohol, 
which is used in the manufacture of per¬ 
fumes. 

Another product that scores high on the 
company's profitability list is carbamile 
which is manufactured by its agrochemi¬ 
cals division. Carbamite is a chemical 
which is used in making detonators used 
in warfare. Though this division accimnted 
for Rs 34 crore of the company’s turnover 
in 1998-99, Atul hopes to increase this to 
Rs 80 crore in 1999-2000. The company 
also plans to begin manufacturing 
glyphosate, which is the world’s largest 
selling herbicide formulation. The com¬ 
pany has already formed a 50:50 joint 
venture with Chinese herbicide major 
Rotam for marketing the product in the 
international market. 
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CIVIL LIBERTIES 


Free Speech and ‘Provocation’ 

A G Nourani 

Intolerance of dissent from the orthodoxy of the day has been the 
bane of Indian society for centuries. But it is precisely in the ready 
acceptance of the right to dissent, as distinct from its mere tolerance, 
that a free society distinguishes itself. 


IT IS nearly lour nH)nths now since PTV 
(Pakistan’s TV) channel was taken off the 
airunconstituiionally as it was then pointed 
out (‘Ban on Pak TV, EPW, June 12, 
1999). The minister for information and 
broadcasting, Pramod Mahajan, had said 
that the ban would be lifted after the crisis 
was over. It was over by July 11. The ban 
was not lifted. This reflects our 
establi.shmcnt's altitude to free speech. It 
is a ‘provocation’ if it clashes with the 
views of some. But they are not taught to 
be tolerant. It is free speech which must 
be curbed. 

In his classic on Freedom of Speech, 
Eric Baicndt of Oxford University has 
iiicisi vely discussed the law on this aspect: 
It is. ol course, understandable that laws 
ilioulil be enacted outlawing the use of 
unpleasant and olTensivc words in public. 
Pew people enjoy the sound of foul lan¬ 
guage, nai ticularly when directed at them, 
any more than they like the sight of ugly 
buildings. But acceptance ot the special 
value of freedom of speech entails that we 
should be more prepared to tolerate the 
rorincr than the latter type of unpleasant¬ 
ness...11 the eravuinen of the offence is the 
hurt toscnsibiliticsofthc person addrcs.sed, 
use of the criminal law is hardly compat¬ 
ible with respect for freedom of expres¬ 
sion. LisiC'icr.s would then have some 
soil Ilf veto and the implications for free¬ 
dom of political speech would he cons ider- 
able 

Foul language is the jargon of fascists 
who detest free debate. True enough that 
sheer abuse or racial or communal libel 
is not permissible. 'I’he true test is whether 
the .speech is a real piovocation to vio¬ 
lence. The sensitivities of the listeners are 
relevant only in this context. As the 
.Supreme ('oiirt of India has ruled, it is the 
duty of the stale to uphold the exercise of 
the right to free speech and to suppress 
violence intended to stitic't 
On July 23, 1999 the Queen’s Bench 
Divisional Court of England, comprising 
Lord Justice Scdicy and Ju.stice Collins, 
delivered a most important judgment on 
tiiis aspect of the law on free speech in 


Redinond-Bate vs Director of Public Pros¬ 
ecutions. It held that free speech included 
not only the inoffensive but also the ir¬ 
ritating, the contentious, the eccentric, the 
heretical, the unwelcome, and the pro¬ 
vocative as long as such speech did not 
•.end to provoke violence. 

The facts and the statement of the law 
are drawn from a report in The Times, 
London, of July 28, 1999. On October 2, 
1997 Alison Redmond-Bate had been 
preaching on the steps of Wakefield 
Cathedral to passers-by in the street. In 
response to a complaint, police constable 
Tennant approached her and other women 
preachers. No crowd had gathered. Yet, 
he warned them not to stop people. Since 
they were not stopping people he left. He 
later returned to find that a crowd in excess 
of a 100 people had gathered. Some 
members of the crowd were showing 
hostility towards the .speakers. 

Fearing a breach of the peace, Tennant 
asked the women to stop preaching and, 
when they refused, arrested them for breach 
of the peace. The court held that it was 
irrational and illiberal to believe that she 
and her colleagues would have caused a 
breach of peace and quashed their convic¬ 
tion by a magistrate on this charge. The 
constable was not acting in the execution 
of his duty when he required the women 
to stop preaching and the defendant was 


therefore not guilty of obstructing him in 
the execution of his duty when she refused 
to comply. 

The court pointed out that free speech 
included not only the inoffensive but the 
irritating, the contentious, the eccentric, ‘ 
the heretical, the unwelcome and the pro¬ 
vocative provided it did not tend to pro¬ 
voke violence. Freedom only to speak 
inoffensively was not worth having. 

What the Speakers’ Comer, where the 
law applied as fully as anywhere else, 
demonstrated was the tolerance which was 
both extended by the law to opinion of 
every kind and expected by the law in the 
conduct of those who disagreed, even 
strongly, with what they heard. 

The court recalled that from the con¬ 
demnation of Socrates to the persecution 
of modem writers and journalists, our 
world had .seen too many examples of state 
control of unofficial ideas. A central 
purpose of the European Convention on ^ 
I luman Rights had been to set close limits' 
to any such assumed power. (The .same, 
of course, is true of the International 
Covenant on Social and Political Rights 
and indeed, of the Constitution of India.) 
The judges said, “We in this country 
continued to owe a debt to the jury which 
in 1670 refused to convict the Quakers, 
William Penn and William Metid, for 
preaching ideas which offended against 
state orthodoxy”. 

This has been the bane of Indian society 
for centuries - the intolerance of dissent 
from the orthodoxy of the. day. But it is 
precisely in the ready acceptance of the 
right to dissent, as distinct from its mere 
tolerance, that a fret society distinguishes , 
itself. Justice Oliver Wendell Holmes * 
prescribed the test in these telling terms 
- liberty not to those who agree with us; 
but, freedom to the idea that we hate. 
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MONEY MARKET REVIEW 


EPW Research Foundation 


Portents of a Liquidity Squeeze 


With government borrowing this year threatening to exceed even last 
year's record level, the pick-up in demand for commercial credit from 
banks and bank deposit growth beginning to slacken, the signs of a 
liquidity strain in the second half of the year are unmistakable. 


I 

The Backdrop 

THERE are clear indications that the 
banking industry would face some liquidity 
strain in the second half of the year. Last 
year, from August 18,1998 onwards, there 
were Resurgent India Bonds (RIBs) worth 
Rs 17,945 crore included as term deposits 
with banks which, helped the system to 
accommodate a historically high level 
ot market borrowings by the government 
(Rs 62.900 crore). Fiscal compulsions 
suggest that the current year’s borrowings, 
though budgeted lower, are likely to be 
higher still. Hitherto, this year the RBI has 
taken on itself through devoivcment/ 
private placement a burden of as much 
as Rs 23,500 crore (43 per cent) out ol 


Table I: Depenoency oh Primary Di.alek.s on 
THE Cai I Money Market 

(R\ (Tore) 


PD 

Borrowing 
(On Daily 
Product 
Busi:>) 

Lending 
(on Daily 
Produel 
Basis) 

Net Owned 
Funds 
(end-March 
1999) 

DITII 

7,46.469 

5,22,.S06 

353 4 

STCT 

.‘>,47.7,10 

2,06.247 

378.28 

G.STC' 

I.35.X01 

172 

122.95 

PNll Gills 

2.94.763 

60.435 

101.45 

.SRI Gills 

1.S.'S. 106 

17.273 

129.4 

I See 

1.67.609 

58,.571 

21764 

Tolal 

20.47.478 

(3.610) 

8.65,204 

(2.370) 

1..S03 12 


Figures in brackets rcprc.seni the average daily 
horrowing/lending. 


total market loans of Rs 54,130 crore 
but at the same time sold to the market 
through open market operations as much 
as Rs 24.619 crore. Such operational 
manoeuvrability will be limited in the 
months ahead when there would not be 
any special accretion of liquidity into the 
system. 

Secondly, there has begun a pick-up in 
the demand for commercial credit which 
the commercial banks seem to have slowly 
begun to entertain. There is already a turn¬ 
around of Rs 5.3(K) crore in non-food 
credit in this fiscal year so far compared 
with the previous year and in the next half 
of the year, the demand for bank credit 
is likely to be even higher, going by the 
signs of industrial recovery. 

Thirdly, bank deposit growth has already 
begun to slacken Net of RIB funds, aggre¬ 
gate deposits have .so far up to September 
10,1999 grown by 5.1 per cent as against 
5.5 per cent in the corresponding period 
last year. This growth is likely to be further 
affected by the reported increases in the 
total amounts of funds mobilised by all 
categories of mutual funds comprising 
those from the public and private sectors 
and the UTI. It is reported that due to a 
noticeable revival of the primary as well 
as secondary segments of the capital market 
(particularly those of IT and software 
companies, pharmaceuticals and consumer 
durable industries), the funds mobilised 
by the mutual funds during the first five 
months up to August this year have far 


exceeded the annual mobilisations of 
Rs 3,060 crore and Rs 4,002 crore made 
by the mutual funds during the previous 
two full years. Such mobilisation is also 
routed through the banking industry, but 
they do not help the banks to create any 
substantial durable assets. 

Evai.uatinc FDs’ Performance 

During the month, four primary dealers 
(PDs) published their balance sheets for 
1998-99. Thc'RBl introduced the system 
of primary dealers in 1996 with the 
objective of “strengthening the market 
infrastructure and making it liquid and 
broad-ba.scd. developing underwriting and 
market maki ng capabi I i ties for go vem ment 
securities, improving trading in the 
.secondary market, widening investor base 
and making PDs an effective conduit of 
OMO”. The PDs are obliged to make a 
minimum annual bidding commitment for 
dated securities as well as treasury bills 
(TBs) and achieve a minimum success 
ratio. They are also obliged to underwrite 
the gap between the subscribcd/acccptcd 
and the notified amount where there is a 
shortfall! 

The number of PDs increa.sed from 6 
to 13 in 1998-99 and one more has been 
added to the list on September 23, 1999. 
The new PDs have included some players 
in the private sector. They, however, 
became operational only after March 1999. 
Analysis of operations of the 6 PDs, 
indicates that their perfonnance in terms 
of bidding was higher than their 
commitment. Their success ratio, that is, 
bids accepted out of bids submitted, was 
49 per cent and 53 per cent in TBs and 
dated securities, respectively. As against 
tne bidding commitment of Rs 16.350 
crore and Rs 26,9(K) crore, respectively, 
in Trea.sury Bills and central government 
dated securities in the primary market, the 


Table 2- Estimated Flow or I.iquidits inio the Financial Sysii m during Strn.MBER 1999 


Week Ended 


24 



17 



10 



(Kiipers 

3 

crore) 


Inflow 

Outllow 

Net 

Inflow OutHow 

Ncl 

Inflow Outflow 

Net 

Inflow OutHow 

Net 

Auctions and Redemptions 

14-day T bills 

1455 

1127 

328 

300 

425 

-125' 

985 

1455 

-470 

225 

300 

-75 

91-day T bills 

465 

25 

440 

600 

230 

370 

394 

15 

.379 

381 

300 

81 

182-day T bills 

- 

- 


0 

305 

-.305 

- 

- 

- 

0 

305 

-305 

364-day T bills 

no 

355 

-245 

- 

- 

- 

400 

0 

400 

- 

_ 

- 

Government securities 

- 

- 

- 

- 

- 

- 

709 

- 

709 

1066 

2500 

-1434 

Slate Loans 

- 

- 

- 

- 


- 

- 

3250 

-32.50 


- 

- 

Coupon Payments 

773 

- 

773 

469 

- 

469 

69 

- 

69 

275 

- 

275 

Advance Tax Payments 

- 

50tMl 

-5000 

- 

1000 - 

-1000 

- 

- 

- 

- 

- 

- 

Net Foreign Assets (Variation) 

- 

514 

-514 

460 

- 

460 

- 

174 

-174 

76 

- 

76 

Total 

2803 

7021 

-4219 

1829 

1960 

-131 

2558 

4894 

-2336 

2022 

3405 

1383 

Memo Items 

Open Market Operations (RBI) 

0 

1104 

-1104 

0 

14 

-14 

0 

I 

-1 

0 

42 

-42 


Note: A negative sign implies net outflow. - means nil. 
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Ghm-h a- Dailv Tof-End Quota noNS of Call 
Monev Kates, SePTEMBeK 1999 



Working Days 


actual bids tendered by PDs were higher 
at Rs 32,134 crore and Rs 23,024 crorc, 
respectively. Of these, the bids accepted 
were Rs 15,652 crore for Treasury Bills 
and Rs 13,252 crore for central govern¬ 
ment dated securities. The RBI accepted 
Rs 28,848 crore out of Rs 69,709 crore 
offered by PDs for underwriting. PDs 
purchased 19 per cent of the total issues 
in dated .securities in the primary market 
and 40 per cent of total issues in TBs. 

The underwriting fecs/commission paid 
to PDs amounted to Rs 83.31 crore this 
year against Rs 110 crorc of the previous 
year. All the PDs by and large recorded 
lower piofits in 1998-99. Gilts Securities 
Trading Corporation, fur instance, recorded 
a profit of Rs 25.12 crore in 1998-99 
against a profit of Rs 25.25 crore of last 
year. DFHl has recorded a profit of 
Rs 58.41 crorc this year against Rs 67.92 
crore last year, whereas STCI has reported 
a profit of Rs 82.98 crore this year as 
against Rs 98.36 crorc last year. 

The PDs attributed the lower returns to 


.Simple Mean lU.O 9.3 11.4 lO.I 

Standard Deviation 1.3 1 2 0 8 1 0 

Cocfficicnl of 12.9 11.4 7.3 9,6 

Variation (percentages) 

* Data for reporting t-ridays (RF) are omitted. 


Graph B: Spot Quotations for the US Dollar 
IN THE Domestic Inter-Bank Market, 
September1999 



falling yields on government securities. 
They also blame the Reserve Bank of India 
for adopting the private placement-cum- 
upen market operations strategy for issuing 
new securities. This allegedly deprives 
them of their earnings as also stocks of 
government .securities. They have been 
urging the RBI to revi.se its .strategy to help 
PDs in their business. PDs have also urged 
the RBI to increase the amount of refinance 
made available to them, remove the 
collateral clause (which is not possible 
under the RBI Act) and also reduce the 
interest rates at which they cun avail of 
the refinance. 

The extent of the PDs’ dependence on 
the call money market funds may be gauged 
from the data presented in Table 1. The 
six GPDs borrowed Rs 2,047,478 crore 
on daily product basis during the whole 
of 1998-99, that is, a daily average of 
Rs 5,610 crore against their daily lending 
of Rs 2,370 crorc. Their networth stood 
at Rs 1,530 crorc as at the end of March 
1999. 


9.9 

9.9 

8.1 

10.0 

13.4 

8.2 

.S.O 

5.0 

0.4 

0.1 

9.3 

0.4 

4.6 

50.1 

4.4 

I.O 

69 7 

4.7 


Table 4: Call Money Ratf,s 


II 

Call Money and Forex Markets 

Tire overnight money market generally 
faced firmness during September. With a 
spillover of the impact of sizeable RBI's 
open marketoperations(OMOs)onmarket 
liquidity in the closing days of August, the 
call money rate remained firm in the range 
of 9 to 11 percent in early September. The 
firmness was sustained on expectations of 
a large possible outflow of funds except 
fur one day on September 9 when excess 
subscriptions for state loans were refunded. 
The third week of the month .saw a further 
hardening of the call rates to a high of even 
12.50 per cent (Graph A) following a sub¬ 
stantial outflow on account of advance tax 
payments (Table 2). As a result, the primary 
dealers and foreign banks quickly drew 
upon RBI refinance; the outstandnings of 
loans and advances by RBI to scheduled 
commercial banks, primary dealers and 
others shot up from about Rs 8,267 crore 
as on August 27 to Rs 17,984 crore as on 
September 17. Subsequently, with the 
return flow of tax funds and inflows on 
account of coupon payments on some 
securities and maturity amount of floating 
rate bonds on September 29, call rates 
softened and came back to the floor level 
of 8-8.50 per cent (Tables 3 and 4). 

The foreign exchange market was by 
and large calm with the rupee rate ruling 
at Rs 43.45 per US dollar in the first 
fo^night with a nominal loss in value to 
around Rs 43.55 per dollar in the second 
half of the month (Graph B). The latter 
occurred due to a sudden and shaip 
appreciation of the US dollar vis-a-vis the 
Japanese yen and not due to any of India’s 
domestic factors. The turnover in the forex 
market was more moderate in September 
than in the previous month, both in 
merchant and inter-bank segments. As a 
result, there has been pressure on the RBI 
to relax forex operations including the 
facility to rebook cancelled forward 
contracts. On the other hand, in the absence 
of a strong export growdi, the external 
sector remains vulnerable. As it is, the 
rupee stands depreciated by about 2 to 3 
per cent since July both in nominal as well 

(Per cent per annum) 


TAHI.E 3 Daily Quotations op Highs and Lows op Call Ratk.s in Pi-.r Cent Per Annum. 
Simple Statistical Ciiaracterlstics 


All Four 
Weeks 

of the - 

Month 24* 


September 1999 
Week Hndcd 

17 10* 3 


All Four 
Weeks 
of the 
Month 


27* 


20 


August 1999 
Week Ended 

13* 


Items 


September 1999 



August 

1999 



24{RF) 

17 

KHRF) 

3 

27 

20 

13{RF) 

6 

Weekly range 

6.85-11.25 

7.75-12.60 

7.75-11.15 

7.80-10.35 

7.00-10.0 

9.60-12.50 

8.25-35.00 

7.75-9.25 

(4.00-8.40) 

(7.50-12.50) 

(3.00-9.501 

(8.50-21.00) 

(0.50-30) 

(5.00-30.00) 

(5.00-7.30) 

(6.00-7.75) 

Weekend (Fridayl 

6.85-8.10 

11.00-11.75 

8.25-10.25 

10.00-10.25 

7.50-8 00 

9.90-10.05 

8.00-35.00 

8.25-9.25 

(5.00-6.00) 

(8.00-8.25) 

(5.50-11.00) 

(9.00-9.50) 

(0.50-6.0) 

(9.50-45.00) 

(5.50-6.25) 

(6.00-6.40) 

OFHI lending rates (r.'ngc) 

na 

10.25-13.00 

8.25-11.50 

na 

7.35-10.1 

9.90-13.50 

8.50-35.00 

8.00-9.25 


(8.40-6.00) 

(7.80-12.50) 

(5.75-9.60) 

(8.85-21.00) 

(9.20-10) 

(1.00-12.00) 

(5.50-7.50) 

(6.15-8.00) 


Figures in parentheses represent weekly range during similar period last year. 
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as real terms against major currencies. In 
forward transactions, the money market 
tightness has resulted in a slight firmness 
in the annualised forward premia, but such 
firmness has been more in short-term one- 
month premia than in say, the six-month 
ones (Graph C). thus giving rise to a flat 
forward premium curve. 

Incidentally, the RBI’s recent directive 
to the Foreign Exchange Dealers’ Associ¬ 
ation of India (FEDAI) to let the latter’s 
member banks have complete freedom in 
fixing service charges on various types 
of forex dealings, thus abolishing free 
brokerage charges, etc, may result in 
squeezing margins of brokerage firms and 
con.solidation of the brokering business in 
the forex market. 


in 

Primary Market 

Dated Securities 

The RBI announced a state loan issue 
for September 8. The notified amount for 
this 11.85 per cent 2009 bonds was 
Rs 3,250.08 crorc for 23 states. The total 
subscription received for this loan was 
Rs 4,230.70 crore. The RBI refunded the 
excess subscription. The total net issuance 
of state loans this year so far has been 
Rs 9,482 crore (including the auction issues 
in respect of three states) as against the 
total net issuance of Rs 10,694 crorc last 
year. Yet another tranche of state loans 
is due in the second half of the year. 

An auction of central government 


Table 5: Centre’s Market Borrowini.s 

{Rupees crore) 




1999-2000 

1998-99 

Type 

Gross 

Repayments Net 

Gross Repayments Net 

Medium and large 
securities 

364 day TBs 

Total 

Actuals so far (April-Octobcr 5, 1999) 

56.630 11,353 45.277 

6,500 2.500 4,000 

63,130 13,853 49.277 

Actuals (April-October 6, 1998) 

61,121 8.803 52,318 

2,500 11,227 -8,727 

63,621 20.030 43,591 


Balance To Be Borrowed 
over Ihe Budeet 

Balance To Be Borrowed 
over the Buduet 

Total 

20,884 

12.702 8,184 

15,755 11.020 4,735 




Extra Borrowing Effected 
over the Budget 

Total 

Budget provisions 
(Full year) 

Actuals (full year) 

84.014 

26,553 57,461 

14,.577 - 14,.577 

79,376 31,050 48,326 

93.953 31,050 62,903 


Table 6: Aiktions of 14-Day Treasury Bilus 


securities was announced on September 
28 mainly to absorb the redemption amount 
of Rs 3,0(X) cron: of the floating rate 
bonds. The bond to be auctioned was a 
reissue of the 12.32 per cent 2011 paper. 
The cut-off price for the paper was fixed 
at Rs 103.57 which meant a yield of 11.74 
per cent. Prior to the auction, the paper 
was being traded at Rs 103.62/64. The 
RBI received 228 bids for an aggregate 
amount of Rs 5,853 crore and accepted 
90 bids for the notified amount of Rs 2,500 
crore. The underwriting commission for 
PDs was fixed at five paise per Rupee 100. 
This was the fourth time this paper was 
being reissued which has raised its 
outstanding level to Rs 11,000 crore, but 
the implicit yield at successive reissue has 
been brought down from 12.32 per cent 
to 12.05 per cent and then to 11.96/97 per 
cent and finally to 11.74 per cent, which 
is reflective of the successful attempts 
made by the RBI to reduce primary yields 
on dated securities in the recent past. 

So far, about 86 per cent of net market 
borrowings of the central government have 
been completed but as proportion of the 
budget for gross borrowings only 75 per 
cent have fieen accomplished as there are 
substantial repayments worth Rs 12,702 
crore due in the subsequent months of the 
year. Thus, to meet the target of net bor¬ 
rowings of Rs 57,461 crore, the government 
will have to resort to a gross borrowing 
of Rs 20,884 crore until the end of the year. 

What is more, if recent experience is any 
guide the budgetary compulsions may 
make the government to borrow far beyond 
the budgeted provisions, c.ssentially 
becau.se the borrowings from the RBI 

{Amount in rufyees crore) 


Date of 

Auction 

(1) 

Notified 

Amount 

(2) 

Bids Tendered 

Bids Accepted 

Subscription 
Devolved 
on RBI 
(Amount) 
(7)* 

Cut-off 

Price 

(Rupees) 

(8) 

Cut-off 

Yield 

Rate 

(Per Cent) 
(9) 

Amount 
Outstanding 
on the Dale 
of Issue 
COi 

No 

'.3) 

Face Value 
(Amount) 

(4) 

No 

(5) 

Face Value 
(Amount) 
(6) 

1998 










Sept 4 

500.00 

0 

0.00 

0 

0.00 

500.00 

99.69 

8,09 

I4iM).00 



(1) 

(400.00) 

(I) 

(400.00) 

(0.00) ' 

(99.69) 

(8.09) 


Sept 11 

500.00 

0 

0.00 

0 

0.00 

500.00 

99.69 

8 09 

1400.00 



(-) 

(0.00) 

(-) 

(0.00) 

(0.00) 

[99.691 

(8.09) 


Sept 18 

100.00 

1 

25.00 

I 

25.00 

75.00 

99.69 

8.09 

800.00 



(1) 

(200.00) 

(I) 

(200.00) 

(0.00) 

(99.69) 

(8.09) 


Sept 25 

100.00 

3 

65.00 

1 

25.00 

* 50 00 

99.69 

8.09 

400.00 



(-) 

(0.00) 

(-) 

(0.00) 

(25.00) 

(99.69) 

(8.09) 


1999 










Sept 3 

100.00 

13 

120.00 

1 

5.00 

95.00 

99.67 

861 

1850.00 



(3) 

(1450.00) 

(3) 

(1450.00) 


(99.67) 

(8 61) 


Sept 10 

100.00 

15 

135.00 

7 

25.00 

75.00 

99.67 

8.61 

2050.00 



(1) 

(400.00) 

(1) 

(400.00) 


(99.67) 

(8.61) 


Sept 17 

100.00 

13 

125.00 

3 

26.50 

73..50 

99.67 

8.61 

1700.60 



(3) 

(1100.60) 

(3) 

(1100.60) 


(99.67) 

(8.61) 


Sept 24 

100.00 

13 

115.50 

5 

63.50 

36.50 

99.67 

8.61 

1700.60 



(1) 

(400.0) 

(1) 

(400.0) 


(99.68) 

(8.35) 



Figures in parentheses in cols 3 lo 6 represent numbers and amounts of non-competitive bids which are not included in Ihe total. 
Figures in the square brackets under cols 8 and 9 represent weighted average price and respective yield. 

* Bracketed figures in col 7, if any, relate to devolvement on primary dealers, exclusive of RBI. - No bid. 
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Graph C: Annuai.ised Daily I-Month, 
3-Month anh 6-Month Forward Premia in 
Pekcentaop por thi us Dollar 
BY THE Domestic Intcr-Bank Market 
POR September 1999 


Graph D: Yield Curves for 364-Day Treasury 
Bii us AND Dated Securities: Day op Maximum 
Transactions (September 1) 
DURiNoiHP First Half of September 1999 


Graph E: Yield Curve for Dated Securities: 
Day of Maximum Transactions 
(September 21) during the Second Half 
OF September 1999 




Period to Maturity in Ascending Order 


through ad hoc TBs have been eschewed 
and ways and means advances have been 
restricted to Rs 11,(X)0 crorc for the first 
half but only Rs 7,000 crorc for the second 
half of the year. It seems as though the 
market borrowings have replaced bor¬ 
rowings from the RBI. During 1998-99, 
there were Rs 14,577 crore of extra borrow- 
ings from the market beyond the budgeted 
amount (Table 5). 

Treasury Hills 

The RBI was hard put to avoid an increase 
in the cut-off yields on treasury bills, all 
of which remained unchanged during the 
September auctions except for a fractional 
rise in the yield on 364-day TBs. This was 
achieved by the RBI by opting for huge 
devolvements on il.sclf. Of the total TBs 
issuance of Rs 1000 crorc in the first half 
of the month, the RBI took Rs 920 crore 
worth of devolvement. In the second 
fortnight, the devolvement at Rs 458 crore 
was much lower. Interestingly, the non¬ 


competitive bids spurted to Rs 2,350 crorc 
indicating that the states have invested 
the fre.shly raised sum into this paper 
(Tables 6 to 9). 

Bonds Market 

In conformity with the receding tempo 
of commercial debt issues since the 
beginning of the current fiscal year, there 
has been a further drastic fall in the number 
and amount of fresh issues in September. 
A few othcrqualitativechanges discernible 
of late in the debt market were reinforced 
in this month; near absence of any issues 
from Central PSUs and all India FIs; quan¬ 
tum jump in funds mobilised by state- 
level undertakings on infrastructure pro¬ 
jects; some improvement in the share also 
of private corporates; and some moderation 
in the coupon rates offered on bonds of 
comparable maturities and borrowers. 

The total amount of bonds proposed to 
be rai.sed during the month has been a low 
of Rs 1,341 crorc (including greenshoe 


options) contra.slcd with previous month’s 
figure of over Rs 5,{X)0 crore. State-level 
undertakings yet again dominated the 
market this month with a size of R.s 1,033 
crore followed by private corporates- 
(Rs 190 crore) and finally HDFC (Rs 50 
crore), one bank (Rs 18 crore), and one 
NBFC (Rs 50 crore). 

Interestingly, all the issues among the 
.state-level undertakings have been of 
traditional seven-year maturity, guaranteed 
by the respective state governments and 
offering coupon rates in the range of 12.5 
per cent to around 14 per cent. The highest 
coupon of 14 per cent payable annually 
was offered by Uptron Rowertronics of the 
IfPgovernment and the lowest rate of 12.5 
per cent came from the Gujarat State 
Fertilisers and Chemicals. The best yield, 
however, was offered by Madhya Pradesh 
Electricity Board’s (MPEB) privately 
placed paper at 14.17 percent which had 
offered a half-yearly coupon rate of 13.7 
percent, followed by the uprated instrument 


Table 7; Auctions or 9t-DAY Treasury Bills 


(Amount in rupee.- crore) 


Date ol 
Auction 

(1) 

Notilicd 

Amount 

(2) 

Bids Tendered 

Bids Accepted 

Subscnpliuii 
Devolved 
on RBI 
(Amount) 
(7)* 

Cul-olf 

Price 

(Rupees) 

(8) 

Cut-off 

Yield 

Rate 

(Per Cent) 
(9) 

Amount Outstanding 
un the Date of Issue 

No 

(3) 

Face Value 
(Amount) 
(4) 

No 

(5) 

Face Value 
(Amount) 
(6) 

Total 

(10) 

With RBI 
(11) 

Outside RBI 
(12) 

1998 












Sept 4 

500.00 

0 

0 00 

0 

0.00 

500.00 

98.04 

8.00 

5557.00 

1690.70 

3866.30 



(1) 

(40.00) 

(1) 

(40.00) 

(0.00) 

198.041 

(8.00] 




Sept 11 

500,00 

9 

215.00 

9 

215.00 

285.00 

97.80 

9.00 

5757.00 

1975.70 

3781.30 



(1) 

(30.00) 

(U 

(30.00) 

(0.(M)) 

(97.8 IJ 

(8.96) 




Sept 18 

200.00 

2 

115.00 

0 

0.00 

125.00 

97.80 

9.00 

5862.00 

2100.70 

3761.30 



(1) 

(30.(K)) 

(1) 

(30.00) 

(75.(X)) 

(97.80) 

(9.00) 




Sept 25 

200.00 

4 

155.00 

2 

100.00 

100.00 

97.80 

9.00 

5992.00 

2200.70 

3791.30 

1999 


(1) 

(60 00) 

tl) 

(60.00) 

(0.00) 

[97.801 

(9.00) 




.Sept 3 

100.00 

19 

129.00 

3 

15.00 

85.00 

97.69 

9.46 

2460..35 

350,20 

2110.15 



(-) 

(-) 

(-) 

(-) 







Sept to 

100.00 

15 

129.00 

3 

30.00 

70.00 

97.69 

9.46 

2160.35 

420.20 

1740.15 



tl) 

(200 00) 

(1) 

(200.00) 







■Sept 17 

100.00 

15 

119.00 

3 

25.00 

75.00 

97.69 

9.46 

1760.35 

460.20 

1300.15 



(■ ) 

(-) 

(-) 

(-) 







Sepl 24 

100,00 

15 

161..50 

5 

72.00 

28.00 

97.69 

9.46 

1760..35 

481.70 

1278.65 



(-) 

(-) 

(-) 

{-) 








Figures in parentheses in cols 3 lo 6 represent numbers and amuums of non-compelitive bids which arc not included in the total. 
Figures in the square brackets under cols 8 and 9 represent weighted average price and respective yield. 

* Bracketed figures in col 7, if any, relate to devolvement on primary dealers, exclusive of RBI. - nil. 
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of the WB Industrial Development Finance 
Corporation (WBIDFC) 14.05 per cent 
which offered 13.6per cent rate of coupon. 
The most attractive YTM of the month is, 
nevertheless, lower by 22 basis points 
from the previous month’s highest yield 
offered by Sardar Sarovar Narmada Ni gam 
(SSNNL) which was at 14.39 per cent on 
.its 10-ycar paper and lower by 16 basis 
' points from the one offered by APTransco 
on its paper of 10-year maturity which was 
at 14.33 per cent. 

There were three issues from the govern¬ 
ment of Maharashtra’s irrigation projects, 
namely, Konkan(Rs48crorc),Tapi (Rs 150 
crore) and Godavari (Rs 150 crore) Irri¬ 
gation Development Corporations - 
collectively aiming to raise Rs 348 crore 
through 7-year paper guaranteed by the 
government of Maharashtra. All the three 
issues were identically structured, AA- 
(so) rated by Care and offered interest rate 
of 13.5 per cent payable half-yearly with 
YTM working out to 13.96 percent. They 
are getting good response from the 
investors and KIDC is reportedly heading 
^ toward closure after successfully meeting 
with the targeted amount. MP Electricity 
Board was in the private placement segment 
to raise Rs 3(X) crore (including Rs l(X) ciore 
as greenshoe option) with 13.7 percent rate 
of coupon at the annualised yield of 14.17 
percent. Supported and guaranteed by the 
UP government was a small issue from 
I Jptron Powertronics to collect Rs 5 crore 
with an option to retain an oversub.scription 
of equal amount at 14 per cent rate of 
interest. The issue has been fully subscrib¬ 
ed. Other issues from the state governments 
were those of WB Industrial Development 
Finance Corporation (WBIDFC) - Rs 200 
crore - and Gujarat State Fertilisers and 
Chemicals - Rs 125 crore. 

V HDFC placed its 5-year paper at an 
annual coupon rate of 12.15 per cent to 
collect Rs 50 crore. Dhanalaxmi Bank was 
in the market with 13 per cent 67-month 
paper to raise Rs Ihcrore. A .similar small 
amount of Rs 50 crore issue was privately 
placed by Sundaram Finance; on the offer 
was 12 per cent 3-year non-convertible 
debentures (NCD) and it was exclusively 
placed w.ith mutual funds. For the issue 
size of Rs 50 crore, contributions from 
Birla Mutual Fund was Rs 25 crore, DSP 
Merrill Lynch Rs 20 crore and Kothari 
Pioneer Rs 5 crore. 

Among the private corporates, Ashok 
Lay land entered the market with 12.5 per 
cent NCD to collect Rs 90crorc. The issue 
"^collected the targeted amount and was 
closed within a day of opening. It was 
largely subscribed by mutual funds and 
tinancial institutions (FIs). 


There were many state-level issues in 
the market which made entry in August 
but continued to remain open this month 
as well. They were RSEB, UPFC, SSNNL, 
APTransco, REC and finally VIDC which 
opened on July 26 but in view of sporadic 
and uncertain demand for its 7-year paper, 
the closing date had been extended twice; 
there has been an upward revision in the 
size of the issue as well from Rs 250 crore 
to now Rs 400 crore and it has reportedly 
collected Rs 300 crore to the last count. 

Among the issues closed, UBI’s 84- 
month sub-ordinated paper was very 
successful and was probably the first ever 
subordinated debt issue through book¬ 
building route by any nationalised bank. 
The issue which hit the market on August 
30, collected Rs 5(K) crore at acut-off yield 
of 12.5 per cent after having indicated a 
band of 12.3-12.6 per cent. .So were other 
issues closed successfully like Bank of 
Maharashtra, Hongkong Shanghai Bank, 
National Housing Bank, MTNL, TNEB, 
RSRTC, KRC, etc. All the issues met with the 
targeted amount with some getting over- 
sub.scription. Collectively, thcclosed is.sues 
reported to have raised over Rs 5,(XX) crore. 

The coming week will witness an issue 
from Maharashtra Jeevan Pradhikaran. The 
issue will have four instruments of 10-year 
(with coupon of 14 (ler cent for the first 


year and subsequently 2 per cent over the 
PF till maturity). 7-year (13.25 per cent), 
and two options of 10 -year each at 13.25 
per cent with different redemption options. 
TISCO is also likely to place its 8-year 
regular bonds to mobili.se Rs 150 crore 
with an indicative band of 12.50-12.70 per 

Table 10: REni'rRANSACnoNs in Government Paper 
(Other than with the RBI), .Septemuer IW9 
(Rupees crore) 


Rc|)o Period 
in Number 
of Days 

Amount 

(Rupees 

Crore) 

Range of InIcresI 
(Per Cent 

Per Annum) 

(A) Dated Securities 


1 

791 

7.40-12.15 (8.48) 

2 

214 

7.90-11 10 (9.17) 

3 

643 

8.05-11..50 (9.18) 

4 

667 

8.00-12.00 (9..57) 

5 

185 

9.00-10.65 (9.67) 

6 

230 

lO.(K)-11.00 (I0..52) 

7 

105 

9.00-10.75 (9.49) 

8 

169 

9.0011..55 (10.36) 

9 

8 

10.08 (10.08) 

10 

125 

10.8.5-10.90 (10 89)- 

II 

252 

9.15-10 50 (10.40) 

12 

145 

9.75-1 l.(M) (10.66) 

14 

462 

9.75-11.50 (10.72) 

15 

55 

9.60-10.90 (10.14) 

17 

113 

8..S0-9 00 (8 95) 

IK 

20 

11.25 111.25) 

All Issues 



1-18 

4183 

7.40-12.15 (9.63) 

(R) 182-Duy TBs (All Issues) 

1-5 

. 125 

7.70-11.10 (9 8.3) 


(C) .164 Day TBs (All Issues) 

1-14 26V 7.60-11.50 (4.42) 

Figures in brackets are weighted average iiueresl rale 


Table S: Apctions oe ISJ-Day Tri .\sijry Bills 

(Amount m rupee\ crore) 


Dale of 

Nutined 

Bids Tendered 

Bids AccciXcd 

Suteenption 

Cut-olT 

C'ut-oB 

Amount 

AucUon 

Amount 





Devolved 

ITicc 

Yield 

Outslond. 







No 

Face Value 

No 

Face Value 

on RBI 

(Rupees) 

Rate 

mg on 




(Amount) 


(Amount) 

(Amount) 

(Per O.nt) 

die Dale 
of Issue 


(1) 

(2) 

(■^) 

(4) 

(.’>) 

(6) 

(7) 

(8) 

(9) 

(10) 

1999 










Sept 1 

100.00 

15 

119.00 

1 

5.00 

95.(M) 

95 29 

9.89 

1005 00 


(1) 

(300.00) 

(1) 

(3(K).00) 


|95 29) 

|9 89) 


Sept 15 

100.00 

17 

131.00 

1 

5.00 

95 tX) 

95.29 

9 89 

1310 (K) 


(1) 

(300.00) 

(1) 

(300.00) 


195.291 

19.89) 



Figures in parentheses in cols 3 to 6 represent numbers and amounts urnun-eumpelilive bids which 
arc not included in the total. Figures in the square brackets under cols b and V represent weighted 
average price and respective yield. 


TABi.b 9; Auctions of 364-Day Treasury Bills 

(Amoiinl in rupre\ ciore) 


Date of Notified 

Auction Amount 

BidsTcndcreil 

Bids Accepted 

Subscription 
Devolved 
on RBI 
(Amount) 

Cul-oft 

Pnee 

(Rupees) 

Cut-off 

Yield 

Rale 

(Pei Ccnil 

Ainounl 
(3ul.stiiiid- 
ing on 
die Date 
ofKsiie 

No 

Face Value 
(Amount) 

No 

face Value 
(Amount) 

1998 

Sept 9 400.00 

9 

445.00 

9 

400.00 

0.00 

(0.(K)) 

91 26 
191.38) 

9 58 
|9 43) 

7752.80 

Sept 22 200.00 

4 

11000 

3 

50.00 

90.00 

(60.00) 

91 26 
191.261 

9.58 

19.58) 

7519 80 

1999 

Sept 8 500.00 

23 

609.00 

0 

0.00 

500.00 

90.68 

190.68) 

10.28 

110.28) 

13900 

Sept 22 500.00 

30 

732.50 

17 

355 00 

145.00 

90.64 
190 66) 

10.33 
110 30) 

14200 


Figures in the square brackets represent weighted average price and the respective yield. 
Figures in brackets represent devolvemeni on Primary Dealers (PDs). 
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Apn-Miix Taku.: Suxinuaky Markitt Operatiuns in CiovERNMENT Paper: RBI's SCL Data 


(Amount in rupeet cmre) 


Descriptions 



Week Ending September 1999 Yield to Matunty on 

Actual Trading 



Total for the Month 



24 



17 



10 



.3 


of ScDtember 1999 


AMT 

YTM 

CY 

AMT 

YTM 

CY 

AMT 

YTM 

CY 

AMT 

YTM 

CY 

AMT 

YTM 

CY 

1 1rca.sury Hills 
















A I4-Day Bills 

10 50 

8 61 


20.50 

8 61 


5.00 

9.97 



. 


36 00 

8.80 


B 9I-Day Bills 

145 63 

9.26 


103 65 

9.68 


1.16 59 

9.08 


84.35 

8.86 


470.22 

9.23 


C 182-Day Bills 

10 00 

9 67 


14 96 

9 77 


109.91 

10.51 


81.22 

9 98 


21609 

10 22 


U 364-Uay Bills 

2 GDI Dated Securities 

282 89 

8.18 


317.00 

8 50 


5.13 87 

10 35 


227.40 

5 90 


1.361 16 

8.72 


A Converted (Per Cent. Year) 
















n 2i. nm 

. 

- 

- 

0.01 

9.54 

12 86 

5 00 

10.1.1 

1102 

. 

- 


5 01 

10.33 

13.02 

11.75. 200I 

204 48 

1061 

II 53 

60 48 

10,69 

II..54 

270.18) 

10 75 

11.55 

1.56.00 

10.56 

11.51 

690.96 

10 66 

11 54 

12 50, 2004 

195 40 

10 95 

11.86 

235.00 

II 02 

11.89 

304.04 

II 05 

11.90 

606.02 

10.99 

11.87 

1340.46 

11.00 

11.88 

Sub-iotuI 

B Regular (Per Cent Year) 

399 88 

10 78 

II (i9 

295 49 

10 95 

11.82 

579 04 

10.90 

II 75 

762.02 

10 90 

II 80 

2036 42 

10 89 

11 76 

noo, I999 

4(1 IK) 

10 17 

12 99 

- 


- 

20 25 

10 93 

12 99 

35 00 

10 31 

12 98 

95 25 

10 38 

12 99 

1.140, IWO 

51 -50 

10 (i2 

1.1.12 

1.40 

10 1.1 

13.29 




2.30 

9..55 

1.1.25 

55.20 

10 56 

13.31 

11 40. 2000 

125 00 

10 48 

II 30 

162.75 

10 59 

11.31 

171.00 

I0..55 

11,31 

280.00 

10 35 

II 28 

7.18.75 

10.47 

II 30 

II.(i4. 2000 

1.16 00 

1046 

11 .54 

40 00 

10 56 

11.54 

12 00 

10.54 

II 54 

. 15.00 

10 26 

II 51 

213 00 

10 46 

11..53 

12 60. 2(XXI 



- 

- 

- 


5.00 

10.57 

12.51 

10 (M) 

10 27 

12.48 

15.00 

10 37 

12 49 

13,85. 2000 



- 

- 

- 




- 

1.5.22 

10.46 

13 31 

1522 

10 46 

1.1.31 

10.85, 2001 

- 


- 

15.00 

10.69 

10 83 

65 67 

10 74 

10 83 

76.00 

10.54 

10 80 

1,56.67 

10.64 

1081 

11 47. 2001 

15.00 

10.70 

II 31 

- 



- 

. 

. 



- 

15(8) 

10 70 

II 31 

II 55, 2001 

155 00 

10 59 

II .38 

90 00 

10 69 

11.40 

355 00 

10.75 

II 41 

160.35 

10.54 

II..37 

760 .15 

10 66 

II 39 

12.08, 2001 

. 



- 

. 


10 00 

1081 

11.84 

20.00 

10 54 

11 79 

30.00 

10.6.1 

11.81 

12 70, 2001 


- 

. 

- 

. 


10.00 

10,74 

12.38 

15.00 

10 63 

12 .36 

25.00 

10.67 

12.17 

13 55, 2001 

- 

- 

- 

- 

- 





1000 

10 57 

1281 

10.00 

10.57 

12.81 

11.00. 2002 

20 00 

10 69 

10 91 

. 

- 


10 00 

10 85 

10 97 

30.00 

10 68 

10.92 

60.00 

10.71 

10.93 

II 15. 2(XI2 

360.48 

10.72 

11.03 

280.00 

10.80 

11.05 

465 00 

10 81 

11 06 

203 00 

10.72 

11 03 

1308.48 

10 77 

11.05 

11.55, 2002 (1) 

51 00 

10 77 

11 32 

10 00 

10 84 

II..34 



. 

20.00 

10.66 

11.29 

81.00 

10 75 

II .12 

11.68. 2002 

KXJOO 

10 72 

11.42 

15.00 

10.79 

11.44 

10 00 

10 75 

II 42 

55 (K) 

10 63 

II .19 

180IXI 

10 70 

II 41 

II 10. 2003 

120 00 

1081 

II 01 

75 (K) 

10 86 

11 03 

95 00 

1091 

II 04 

i:;5(io 

10 72 

10 98 

425.00 

1081 

11.01 

11 75. 2003 


. 

. 

- 

- 

. 

. 

. 


20 (H) 

10 75 

II 40 

20 on 

10 75 

II 40 

11 78. 2003 

. 

. 


. 


- 

20 00 

10 94 

II 48 




20 00 

10 94 

I'.dX 

11.81, 2003 



. 

. 


. 

125.00 

10,97 

II 53 

30 00 

10 81 

II 47 

155 00 

10 94 

II .52 

11 50. 2 X)4 

175 00 

10 92 

11.27 

40 IK) 

11.01 

11.31 

25.00 

II 05 

11.32 

127 10 

10 98 

II 29 

367 10 

10 96 

II 29 

11 7.5, 2004 

5 00 

10 98 

II 44 


- 


5 00 

11.12 

II 49 

25 (K) 

11.04 

11.46 

35.00 

II 05 

II 46 

11 95, 2004 

85 00 

10 96 

II 53 

165 (X) 

II 01 

11 55 

1(H) (XI 

II 08 

II 58 

5 00 

11.06 

II 57 

355.00 

11.02 

II .56 

11.98. 2(XM 

495 00 

10.95 

11.53 

.150 00 

10.99 

II 55 

1 lO.(M) 

11 05 

II 57 

25.(8) 

10 98 

11 .54 

980 00 

10 98 

II ..55 

12.59, 2004 

5 00 

10.95 

II 89 

17 50 

11 07 

11 94 

5(8) 

11 09 

II 94 

50 00 

II 06 

11.93 

77 50 

II 06 

11.93 

8 25, 2(X)5 

15 00 

II 17 

9.44 

. 

. 

- 


- 


. 

. 


1.5 00 

II 17 

9 44 

II 19. 2005 

146.10 

11.05 

II 12 

100 oo 

11.12 

II 16 

140 00 

II 17 

II 18 

5 (K) 

II 05 

II 13 

191 11) 

II II 

II 15 

II 2.5, 2005 

192 00 

11 05 

11.16 

30 00 

II.II 

11.19 

30.00 

11 14 

11.2(1 

10 00 

11.12 

II 19 

262 00 

11 07 

II 17 

11 68. 2(XK> 

40.00 

II 17 

11.41 

90.00 

11 22 

11.44 

5.00 

II 26 

II 46 

' 25.00 

II 18 

II 42 

160.00 

II 20 

11 43 

11 75, 2006 

.57 57 

II 18 

11.45 

. 



5 00 

11.25 

11.49 

70.00 

11.18 

11.45 

1.12 57 

II 18 

II 45 

11.50, 21X17 

.50 25 

11.28 

11.37 

25.00 

II..37 

II 42 

20 00 

11.38 

II 4.1 

10 00 

II 40 

II 44 

105 25 

II 3.1 

II 40 

11 90, 2(X)7 

270 00 

11 30 

II .56 

50 00 

11.36 

II .59 

16 79 

II .38 

11.60 

530.45 

11.58 

11 64 

887.25 

II 48 

II 61 

13.05. 2(X)7 

35 30 

II 39 

12 05 

15.00 

11 4.1 

12 08 

55 00 

II 45 

12 09 

15 01 

11.40 

12 05 

120.31 

II 42 

i2.07 

I2(X). 2008 

70 50 

11 45 

II 66 

30 00 

II 47 

II 67 

1 50 

II 84 

II 90 

. 


. 

102.00 

11.46 

II 66 

12 25, 2008 

75 00 

II 46 

II 74 

tO.(K) 

II 50 

11 76 

081 

II..52 

II 77 

.10.00 

II 50 

11 76 

115.87 

II 48 

II 75 

11 50, 2009 

125.(H) 

11 .55 

II 54 






. 




12.5 00 

II 55 

II .54 

11 99. 2009 

1343 IM) 

II 55 

II 70 

465.53 

II 60 

II 71 

327 82 

II 63 

11.75 

972.73 

II .59 

11.72 

3109.08 

II..58 

11.72 

il .50, 2010 

3 .50 

II 49 

II 50 

. 

- 

. 

5 00 

II 49 

II 49 

9 91 

II 49 

11 .50 

18 43 

11 49 

11 50 

12 2'J. 2010 

345 00 

11 65 

II 85 

240 00 

II 72 

11.89 

290 00 

II 74 

II 91 

120,00 

II 72 

II 89 

995 (K) 

II 70 

II 88 

11.50, 2011 

060 

II 68 

11.64 

1.25 

11 59 

11.57 

2.50 

11.58 

II 56 

5 00 

11 61 

II 58 

9 35 

II 60 

II .58 

12 32. 2011 

240 00 

II 74 

II 90 

65 00 

II 80 

II 94 

47 84 

II 83 

II 96 

220 65 

II 83 

II 95 

.573.48 

II 79 

II 91 

1240, 2013 

387.07 

11.86 

11.97 

252 31 

11.90 

12 (K) 

72.30 

11 93 

12.02 

203 51 

11.92 

12 01 

915 18 

II 89 

11 99 

12 .10. 2016 

59 05 

11 94 

11 99 

4 42 

11 95 

12.00 

3.54 

II 97 

12 02 

39.42 

II 94 

II 99 

106 42 

II 94 

11 99 

12.60, 2018 

152 25 

11.99 

12.06 

122.88 

12.02 

12 08 

26 56 

12.04 

12.10 

15.10 

12.04 

12.10 

316.79 

I 2 .O 1 

12.07 

Sub-total 

5551 65 

11.27 

II 59 2783 17 

II 28 

11.58 2688.''2 

II 11 

11 49 

.1656 96 

11.25 

11.60 14680.50 

11.24 

11.57 

C /puro Coupon Bonds (Per Cent. Year) 










10.18 





2000 

40.00 

10.12 

7 18 

- 

- 

• 

. 

- 


15.00 

7 14 

55.00 

10.28 

7 17 

2000(111) 

55 00 

1021 

761 

.30.00 

1041 

764 

15.50 

10.55 

7.66 

125.00 

10 23 

7,66 

225.50 

10.27 

7.64 

Sub-total 

95 00 

10 25 

7 43 

30 00 

10 41 

7 64 

18 50 

10 47 

7 66 

140.00 

10.22 

7.60 

283.50 

10.27 

7.55 

(A+B+C) 

6046 5.1 

II 22 

II .53 

3108 66 

11.24 

11.56 

.1286 26 

11.09 

II 51 

4558 98 

II 16 

II 51 

17000 4.1 

11.18 

11 5.3 

D RBI's Open Market Operatiuns (Per Cent Year) 













11 40, 2000 

. 


- 


- 

- 

0.45 

10.22 

II 27 

- 



0 45 

10 22 

11 27 

11 75. 2006 

715 00 

II 16 

II 45 

. 


. 


- 

. 

- 

. 

- 

715.(M) 

11.16 

11.45 

12.10, 2016 

398.44 

11 93 

11 99 

10 13 

11.93 

11,99 

- 

- 

. 

1 60 

11.93 

11.99 

410.17 

11 93 

11.99 

Sub-total 

II 1.1.44 

II 44 

II 64 

10 1.3 

11 93 

11.99 

0 45 

10.22 

11 27 

1.60 

11 93 

11 99 

112.5.62 

11.44 

11.64 

(A+B-i-C+D) 

7159 97 

II 25 

II 55 

1118 79 

11.24 

II .57 

3286 71 

11.09 

11.51 

4560 57 

11.16 

11.51 

18126.04 

11.20 

11.54 

3 RtPO 








• 








IX2-Day Bills 

.10 (X) 



. 



64.00 



30.00 



124.00 



364 Day Bills 

145 00 



6 00 



16.00 



102.00 



269.00 



Govt Securities 

1652 20 



590 35 



i082 (K) 



858.55 



4183.10 



Sub-tuial 

1827 20 



596 35 



1162.00 



990.55 



4576.10 



4 Stale (lovi Securities 

.52 81 

11.79 

II 86 

91 98 

11.83 

11.85 

112.84 

11.89 

12.00 

2.92 

11.76 

11.81 

260.54 

11.85 

11.92 

(iraiu) total (I lo 4) 

9488 99 



4263 23 



5346.92 



5947.01 



25046.15 




( -1 incjtis no iradini; YTM = Viclil lo maturity in pcrcciitagi; per annum CY = Current yield in per cem per annum. Securities with small-size transactions (Rs 5 crure or 
less) and intlaiion linked bonds have been dropped from the above list but included in the lespective totals. 

Niilei (I) Yields arc sscighted yields, weighted by the amounts ol each transaction. 

(2) Ciineni yield has nul been worked out for treasury bills 
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cent such that the final rate would be 
decided through book-building process. 

Securitisation 

While the RBI worked on the guidelines 
and report on securitisation, HUDCO 
entered into a three-year reversible 
securitisation deal with Vijaya Bank to 
rai.se funds for meeting some of its 
infrastructure financing commitments. 
According to the deal. HUDCO will receive 
Rs 200 crore from Vijaya Bank for 
securitised urban infrastructure receivables 
from various state urban development 
authorities and municipalities for a period 
of three years. During this period, the deal 
will remain on a non recourse basis. That 
is, Vijaya Bank will lake the credit risk 
and will receive all payments including 
tax benefit. After this period. HUDCO 
will be able to buy back the receivables 
at interest rates prevailing at that time. 
HUDCO discounted the 16 per cent 
receivables at l.l per cent. 

Meanwhile, SEBI was reported to have 
approved the concept of mutual funds 
floating dedicated schemes to buyl 
securitised debt from financial institutions. 
The concept envisages mutual funds raising 
fund.> from investors for the sole purpose 
of investing in securitised debt. 

Other Instruments 

The commercial paper (CP) market 
remained dull in the first foi might of 


September due to high call rates. CP rates 
also moved up to above 10 per cent for 
9()-day paper. Companies such as. NRB 
Bearings and Sons were .seen to be placing 
their90-day papers in the market at 1().2.V 
7i5 per cent. As per the data released by 
the RBI, the total amount outstanding and 
the new issues of commercial paper showed 
a drop in the fortnight ending September 
i.'i; the total outstanding amount as on this 
date fell to Rs 7.29.1 crore from Rs 7,678 
crore in the previous fortnight, whereas 
the new issues reported during the fortnight 
dropped to Rs 786 crore from Rs I .fii5 
crore. The interest rates on this instrument 
ranged from 9.61-12.70 per cent which 
were marginally higher than the rates 
prevailing during ihe previous fortnight. 
A year ago the outstanding amount was 
Rs 4,803 crore . 

The data on ccriificate of deposit (CDs) 
also continued lo he low. As on August 
13, the out.slanding amount under CDs 
was reported lo be Rs 3,37.‘i crore and the 
new issues during the fortnight weie Rs 48 
crore. The interest rates on this instrument 
ranged from 6..‘5()-l 1.00 per cent. 

IV 

Secondary Market 

Cill-edgetl market 

The prices and yields of dated securities 
in the secondary market behaved 
differently in the first half as compared 


Tabi r 11 Ori RAMoNs or National Suk-k F.xi Hanoi (NSU) dhrinii Si imumiifr 19W - Aiihai 

I'KAHi I) Amount 

(Kii/uTi rnne} 


liescriptons _ Week 1 - 11111111 ! .Scnicnibei __ Total duiiiig 



21) 

17 

It) 

3 

September August 

July 

I Titsoury Bills 

70 .34 

20 00 

456.3.3 

200 00 

746 67 

1196.00 

596 57 

1 ) 14-day Bills 

- 

- 


- 

- 

6.00 

22 50 

It) 91-day Bdls 

.S (M) 

- 

10.00 

- 

15.00 

67.00 

97 95 

III) 182-day Bills 

.S .14 

- 

68 3.3 

30.00 

103.67 

33.00 

82.01 

iv) 3h4-day Bills 

61) (K) 

20.00 

378.00 

120.00 

578.00 

800 00 

394.12 

V) Repo 

- 

. 

. 

50 00 

50 tK) 

- 

- 

2 Dated Sccuriiie.s 

4662.43 

2.398 16 

2850 23 

2943 35 

12854.17 

23946.IM) 

25228 97 

,A GOl ScciiiTtios 

4631 43 

2.39.3.19 

2763.33 

2932 82 

12720.77 

23745.00 

25104 46 

i) Converted 

288.43 

208.19 

541.18 

618.82 

1656.62 

3302 00 

3296 56 

ii) Regular 

4263.00 

2170.00 

2192 00 

2244.00 

10869.00 

19765.00 

2053.5.00 

ill) Zero Coupon 

40 1)0 

15.00 

10.15 

60.00 

125.15 

580 00 

1271.70 

IV) Cup Indexed Bonds 

- 

- 

. 

- 

- 

0.00 

0.20 

V) GCB 

- 

- 

- 

- 

- 

0.00 

1 (a) 

vi) Repo 

40.(M) 

- 

20.00 

10.00 

70.00 

98.00 

0.00 

B .State Govts Slocks 

.31 1)(* 

4.97 

86.9tl 

10.5.3 

1 33 40 

201.00 

124.51 

3 PSD Bonds 

n.s7 

1 05 

8.48 

61.88 

88.98 

153.70 

197 33 

i) Tax free 

It) 0.3 

0.05 

6.7.3 

14.27 

31.10 

124.70 

30.52 

ii) Taxable 

7..‘)2 

1.00 

1.75 

47.61 

57.88 

29.00 

166.81 

4 Coinmereiul Papers 

70 00 

30.00 

29.00 

lOO.OO 

229.00 

243.00 

616.00 

■S Cerliltcatcs ol Deposits 

- 

- 

- 

15 00 

15.00 

25 00 

20 00 

6 Debentures 

0.35 

10.00 

9.00 

14.25 

33.60 

26.00 

52 21 

7 Floating Rate Bonds 


. 

10.00 

25.00 

35 00 

90.00 

1901)0 

8 Others* 

84.00 

5.54 

38.88 

26.34 

154.76 

217.00 

235.74 

Grand Total (volume) 
Average per day workinu 

4904.69 

2464.75 

3401.92 

3385.8i 

14157.18 

25896.70 

27136 8 3 

a Government Paper (1+2) 788.80 

604.54 

551 09 

523.89 

618.22 

1047.58 

1076 06 

b Others (3+4+5+6+7+8) 

28.65 

11.65 

15.89 

40.41 

25.29 

31.45 

54.64 


- No iMcling. GCB Govcrnmcnl Compensation Bonds. • includes Non -SLR Inslitulional Bonds. 
SLR lii.stuutionul Bond.s, Bank Bonds, Promissory Notes, Units of UTI, Company Notes and Zero 
Coupon PSU Bonds and others. 


with the .second half of the month in 
re.spon.se to liquidity conditions. The first 
half saw a drop in prices and a rise in yields 
due to tight liquidity conditions, which 
were somewhat reversed in the second 
half following the casing of liquidity. In 
the first period, however, the variations in 
the prices of medium- and long-term 
maturity segments were considerably 
higher than in the short duration segments, 
thus rendering the yield curve .steeply 
upward sloping (Ciraph D). Prices of short¬ 
term securities dropped by an average of 
l.‘i-16 paise ajul tho.se of medium- and 
long-term securities fell on an average by 
29 .30 and 40-42 paise, respectively. In 
the second half, on the other hand, the 
prices of these segments ro.se relatively 
uniformly by around 5-6 paise which 
helped lo retain the upward sloping nature 
of the yield curve (Graph E). T he spread 
between the weighted average of YTM for 
a top traded one-year security and that for 
a similarly traded 10-year security has 
narrowed to about 1.10 percentage points 
from over 2 percentage points a year ago. 
(For relevant yield rales, sec Appendix 
Table.) 

Repos and OMO 

With call rates at around 10 pci cent, 
the 6 percent fixed yield repos of the RBI 
received no response throughout the 
iiitmih. Repos even outside the RBI were 
on a moderate scale (Table 10). During 
September, OMOs remained quite subdued 
during the fii st 1 wo weeks with .sales worth 
only Rupees 1 erore in the week ended 
September 10 and Rs 13 crore in the week 
ended September 17; however, in the last 
week of the month when the RBI offered 
to sell the long-daied 12.75 per cent 2006 
and 12.30 per cent 2016 sccuiitics at 
Rs 102.66 and Rs 102.60, respectively, 
there were Rs 1,104 crore worth tif OMOs 
in the week ended September 24. The 
RBI’s OMO sales aggregated R.. 23,515 
crore as on September 17<Juring the cuircnt 
financial year. 

WDM of NSE 

There was a drastic reduction in the 
wholesale debt transactions of the screen- 
ba.sed NSE due to liquidity constraint in 
the market. The secondary market dealings 
in PSU bonds fell sharply from Rs 154 
crore in Augu.si to Rs 89 crore in Septcmlicr. 
There were, however, a relatively higher 
activity in CPs lollowing a revival of their 
primary issues (Table 11). 

[The backgrouniJ work lor this review wa.s 
dune by V P Piasuiith. Kjfiq 1. Ansuri and Dipti 
Purikh.l 
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COMMENTARY 

Two Eras and After 
People’s Republic of China at 50 

Alka Acharya 

The legacy of the last 50 years of the People's Republic of China 
comprises two decades of revolutionary mass mobilisation; two 
decades of reforms, a ‘lost decade' in between. Seemingly, there can 
he no turning hack. But, as the Chinese continue to hurtle on the 
Dengist road of market reforms, sometime, somewhere, they will have 
to pause and figure out exactly where they are headed. 


THE Third I’Icnary Session of the Elev¬ 
enth Central Conmiiitee (CC) of the 
Communist Party of China (CPC) in 
December 1978, is generally considered 
us the point of departure from the Maoist 
era in the history of the People’s Republic 
of China (PRC). This was the juncture that 
marked Deng Xiaoping’s consolidation of 
control within, and consolidation of the 
leadership of the CPC. The People’s 
Republic of China then embarked on a 
series of economic reforms, which 
amounted to i.o less than a total reversal 
of the earlier policies and would radically 
transform the face and character of Maoist 
China. It also signiricd China’s intention 
to put an end to its global isolation and 
take what it considered its rightful place 
in world affairs. In effect, the Maoist period 
had drawn to a close and the era of Deng 
Xiaoping had begun. 

There would be virtually no disagree¬ 
ment with the .statement that the reforms 
of the last 20 years have transformed the 
face and character of Mao’s China; in fact 
in many quarters, there is a tremendous 
fascination with and admiration forChina’s 
reinai kable achicvcn.cnts. However, there 
are lew efforts directed towards a sy.stcm- 
atic and thoroughgoing examination and 
analysis ol the factors underpinning the 
success of th reforms. The necessity for 
such an e.scrci.sc appetirs all the more uigent, 
particularly when the magnitude of the 
changes is seen in a comparative context. 
In India paiticularly, many questions 
concerning the Chinese reforms are rou¬ 
tinely raised and there is a sense both of 
awe and curiosity, which gets heightened 
by the uncertainty that the uneven results 
of the liberalisation policies generate. 

It would indeed be absured to deny 
cither the immensity of the transformation 
or the intensity with which it was sought 
to be brought abou -cither in the Maoist 
orthe post-Mao period. Beginningin 1949, 


the CPC led the country through a thor¬ 
ough restructuring of the social fabric and 
a total uprooting of earlier politico-eco¬ 
nomic structures, discarding in the pro¬ 
cess as well, traditional patterns of thought 
and relationships. Fifty years in fact ap¬ 
pear to be at times much too little when 
we consider that there is virtually no 
example in the colonised or the develop¬ 
ing world which can boast of a similar 
record. Moreover, the PRC also managed 
to overcome major domestic upheavals; 
emphatic and repeated reversals in devel¬ 
opmental strategy; and dramatic - at times 
excessively .so - power struggles at the 
very apex of the political system. The last 
major upheaval a decade ago on Tienanmen 
.Square, had led western analysts to seri¬ 
ously predict the break-up of the PRC anti/ 
or the rise of regional separatist move¬ 
ments, which do not appear to be of much 
consequence or significance in western 
prognoses for China today. 

At 50, the PRC has a population which 
has more than doubled since 1949 and a 
GNP which is in trillions of yuan. Be¬ 
tween 1978 and 1992. the average annual 
growth rate of real GNP was almost 9 per 
cent - which is easily the highest in the 
world. Life expectancy has al.so more than 
doubled and infant mortality has declined 
to 30 deaths per thou.sand births; illiteracy 
has been more than halved - standards of 
living in general have risen. While urban 
incomes and job opportunities have, as a 
consequence of the market reforms, ex¬ 
panded and diversified enormously, peas¬ 
ant annual incomes have trebled <ind in 
some cases, more than quadruplcd..Urbaii 
population also more than doubled as in 
the first decade of the reforms it.self, the 
more prosperous big villages became towns 
and nearly 30 towns came up as large new 
cities while 10,000 new kilometres of roads 
w'ere laid. The PRC has emerged as the 
largest recipient of foreign direct invest¬ 


ment and it leads the world in exports, 
sending $70 billion worth of goods to the 
US alone in 1998. It is unarguably the 
dominant military power in the region and 
over the last decade, through a skilful 
combination of economic and commercial 
diplomacy, established itself on a sound 
footing with the majority of nations on its 
periphery. It is unhesitatingly viewed as 
one of the major global actors in a mul¬ 
tipolar world; is one of the five permanent 
members of the United Nations Security 
Council and, as it takes great pains to 
establish on every possible occasion, is a 
responsible and responsive member of the 
global community. 

It may be recalled however, that the 
growth record of the first 25 years of the 
PRC appears no less impressive: industry 
grew at a rate of over 10 per cent, agri¬ 
culture by 4 per cent, grain output by 3.7 . 
per cent and the overall GNP by 6.5 per 
cent. Institutions such as the World Bank 
on the one hand and independent eco¬ 
nomic analysts - both western and non- 
western - on the other, by and large tend 
to identify a similar .set of factors and 
attributes which distinguished the Chi¬ 
nese economy in the seventies and con¬ 
tributed to the extraordinary success of the 
reforms. The high rates of savings and 
investments; the unusually high levels of 
litecacy, particularly at the primary and 
secondary levels of education and high 
life expectancy rates - both of which are 
universally admitted to have been due lo 
the measures adopted and structures es¬ 
tablished in the 1950.S and 1960s; and 
relatively low levels of income inequality 
China moreover had the lowest number 
of people living under the poverty line in 
the developing world. The Maoist period 
also saw the massive - if questionable - 
use of human capital, for the creation of 
extensive infrastructure, which proved 
invaluable during the reform period. Even 
the critics of Maoist policies admit that 
the poor of China emerged significantly 
better-off than the poor of most other 
developing countries and that the egali¬ 
tarian goals were to a remarkable degree, 
fulfilled. 

Thus, when Deng Xiaoping took charge 
of China’s destiny and embarked on the 
reforms which were to reorient the direc¬ 
tion of China’s ‘.second’ revolution, he did 
not do so in a vacuum. He built on an 
extremely concrete domestic socio-eco¬ 
nomic and political legacy, in an inter¬ 
national context of globalising capitalist 
forces. It has been pointed out that despite 
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the achievements of the earlier decades, 
the Chinese economy had reached a pla¬ 
teau by the early 1970s and that the stan¬ 
dards of living of the people had shown 
no noticeable improvement. Attempt to 
push up the savings rale was no longer 
possible. The worldwide recession of the 
early seventies had moreover led to a sharp 
fall in the demand for Chine.se exports 
which were also seen as highly un¬ 
competitive. The only way they could 
achieve a qualitative breakthrough in the 
economy w as by bringing in large amounts 
of capital and superiortcchnology and this 
could only be done by opening up to the 
outside world and by the initiation of 
.structural adjustment programmes. 

There is a view taken by some that 
market reforms were not necessary which 
is not only debatable, but in any ca.se, a 
moot point now. We are dealing with a 
China in the throes of mcKlcrnisation and 
rcfoim. As a matter of fact, we in the 
developing world arc all modernising - 
the crucial point is that we are modernising 
in a capitalist world. For perhaps the first 
time in human history, the structures and 
processes of development arc being con¬ 
ditioned and controlled by the capitalist 
workl economy. The PRC recognised and 
decided to tap these forces to serve its own 
ends, by a careful and controlled process 
of opening to the outside world, while 
retaining autonomy of decision-making 
much earlier than most developing coun¬ 
tries or the erstwhile .Soviet Union. 

Rl HIKMS, CniNt-.M- S t YI.I-. 

This translated into a rather unique one 
may say almost unprecedented iormula: 
market reforms with Chinese characteris¬ 
tics. In ns first .stages, this formula sought 
to impart .some ilexibility to the ei.siwhile 
centralised command economy and the 
total .state owneuhip and control in the 
agricultural and industrial sector. Small- 
scale private entrepreneurship, autonomy 
of decision-making and small unregulated 
markets were allowed. Over the decades, 
these gradually expanded, hut a combina¬ 
tion of plan and market continued to remain 
and this is essentially '.he paradigm in 
which debates on the nature and uircction 
of the Chinese economy continue to lake 
place. 

Economic policy reversals were how¬ 
ever only half of the story. Their impli¬ 
cations, in epistemological and politico- 
ideological terms unfolded in June 1981, 
when the Sixth Plenum of the Eleventh 
CC adopted a 35,000-word ‘Re.solution 
on Certain Questions in the History of Our 
Party since the Founding of the People’s 
Republic". The break with the Maoist 


[teriod was sought to be documented and 
enshrined as the official party position. 
The two notable aspects of the resolution 
were the verdicts that were passed on the 
Great Proletarian Cultural Revolution 
(GPCR) and the contribution and role of 
Mao Zedong and of cour.se, the link 
between the two. The former, which lasted 
from May 1966 to October 1976 “caused 
the most devastating setback and heavy 
losses to the party, the slate, and the people 
in the history of the People’s Republic, 
and this 'Great Cultural Revolution' was 
initiated and led by Comrade Mao Zedong”. 
And after giving the necessary credit for 
his role in the Chinese revolution, the 
resolution dwelled on Mao’s “.shortcom¬ 
ings and mistakes”, which chiefly occurred 
in his later years when “he separated 
himself from the collective leadership of 
the party, often rejecting or even suppress¬ 
ing the correct views of others. Mistakes 
thus became inevitable. A long period of 
comprehensive, serious mistakes led to 
the outbreak of the ‘Great Cultural Revo¬ 
lution’ which brought the most severe 
misfortune to the parly and the people.” 
1 n other words, a clear departure was sought 
to be established: a definite and deter¬ 
mined discarding ot class struggle and 
icnunciution of revolutionary muss 
mobili.salion strategics. 

The immediate political context of 
Deng’s decisive break with the Maoi.st 
period was thus undoubtedly that 'decade 
of turmoil’ and many of his subsequent 
actions have to be assessed in the light of 
his determination to avoid 'chaos and 
disorder’ of the Gl’CR variety at all costs. 
In his vic'w , while fundamental and fai- 
reaching reforms were essential, the criti¬ 
cal importance of a tightly organised and 
di.sciplined stnicture exercising authority 
and control overlhe .socio-economic forces 
likely to be released by the reforms, could 
not be downplayed. Deng was thus in.stru- 
mental in establishing the state’s, and by 
implication the CPC’s centrality in the 
Chinese political system-acentrality that 
was moreover highly authoritarian. This 
also implied that the interpretation of the 
official ruling ideology, and thereby the 
.source of the party’s legitimacy, was also 
tightly controlled. This is not to suggest 
that the CPC was and is unanimous on the 
question of reforms; there was and con¬ 
tinues to be considerable debate on the 
‘how far and fast’ of it. The point is that 
differences arose and were contained 
within the reform paradigm, not outside 
it. There is also criticism of and opposition 
to the reforms from the ‘left’, but at this 
point it is not an effecli ve or .strong enough 
force to po.se any major challenge to the 


dominant di.scourse. 

Moreover, every effort was to be made 
to .separate economic development from 
its political context. Whereas for Mao, 
ecomomics could not be isolated from 
politics given the interconnectedness of 
the base and superstructure, Deng 
Xiaoping’s slogan of the 1980s, “to get 
rich is glorious” equated socialism almost 
wholly with modernisation and economic 
development. Socialism under Deng was 
thus re-conccptualiscd as an ideology of 
modernisation. The objectives, in the first 
instance were to increa.se productivity, 
improve efficiency. This would gradually 
lead to an improvement in living .standards 
and over a period of time to the develop¬ 
ment of “comprehensive national 
strength”. In the process, the Communist 
Party hasalsoevolved and metamorphosed 
from an organisation committed to mass 
mobilisation, combating bureaucratic elitr 
ism and privilege and promoting an egali¬ 
tarian ethos to one m which there is a 
distinct technical and bureaucratic-capi¬ 
talist elite as well us a group of private 
entrepreneurs who have considerable 
stakes and interests in the continuation of 
the refoiTns. It is this party which today 
interprets ar.d establishes the operational 
content of Chinese socialism, in which 
process the distinction between capitalism 
and socialism is blurred beyond recogni¬ 
tion. “White cat, black cat”, said Deng, 
“if it catches mice it is a good cat.” 

The reforms have not been an unquali¬ 
fied success story. We sec the emergence 
of regional economic imbalances, increas¬ 
ing poverty in the backward hinterland 
provinces, pervasive corruption, increased 
migration imm rural to the urban areas, 
a general ri.se in .sot.ial disorder, rising 
unemployment which is only likely to ri.se 
as the reforms of the state-tiwncd indus¬ 
trial enterprises gathers momentum and 
the dominance of consumerism and ma¬ 
terialism. The party, in the process of 
implementing “capitalism with Chinese 
characteristics” and the “socialist market 
economy” seems to be combining the worst 
of both the worlds. Many commentators 
have pointed out how this combination, 
while promoting growth at a particular 
stage, is becoming increasingly un.sup- 
portable. It is not only capitalism, but 
feudalism that is making a come-back - 
a development that is most strikingly seen 
in the rural aicas. The Chinese society, 
after two decades of market reforms, has 
acquired a more complex character with 
the emergence of new classes. Urban 
society in particular demonstrates a com¬ 
plexity which goes beyond the limits of 
the market reforms. It is also a society 
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which IS increasingly exposed to and 
I'ascinuted with western lifestyles and 
values. From time to time there are cam¬ 
paigns to criticise ‘bourgeois liberalism’ 
and 'spiritual pollution' but the contra¬ 
dictions stemming Irom the stress on 
unity and stability on the one hand and 
encouraging economic productivity and 
vitality on the other were clearly evident 
throughout the eighties and nineties. 
But the ‘crisis of faith’ facing society at 
large and the periodic upsurges, both in 
the rural and urban areas have been re¬ 
sponded to by a further tightening of 
control. The neo-liberal expectations that 
economic reforms over a period of time 
lead to political reforms and the emer¬ 
gence of a civil society, do not appear to 
be materialising. 

“History", wrote Karl Marx, ‘is nothing 
but the activity of men in pursuit of their 
ends." Mao Zedong and Deng Xiaoping, 
who more than any other individual lead¬ 
ers shapeil the policies and politics of their 
respective eras, wcie certainly pursuing 
the goal of making China a lich and 
powerful nation state. But they differed 
fundamentally in the means they adopted. 
The history of Mao’s China and Deng’s 
China is thus bound to be different. 
However, unlike the erstwhile Soviet 
Union, the Chine.se have not sought to 
break olf ordisas.sociatc with their Maoist 
past. The June 1981 Resolution neither 
denied Mao’s contributions nor attempted 
to gloss over his mistakes. In Dengspeak. 
to assess Mao’s achievements and errors 
impartially was "to seek truth from facts 
and to learn from past experiences’’ since 
Mao’s achievements were ’’primary and 
his misiakcs secondary’’. Having absorbed 
"the lessons of (Maoi.>t) history" the CFC 
and Ctiina proceeded to launch market 
relorms. Since the 1970s, the stress ha.r 
been on the ecomomic achievement of the 
Deng period. Inierc.stingly however, the 
official pronouncements and projections 
in the media leg.irding the PRC’s 5()ih 
annivcisarv invariably emphasi.sc the 
achievements and .solid foundations laid 
over the last .SO years, without ever paci¬ 
fy mg them. On the occasion of the 5()th 
anniversary of the founding of the PRC, 
the general office of the central committee 
of the CPC and the general office of the 
state council relea.sed .50 slogans. They are 
a fascinating compilation of the nature, 
aims and objectives of a modernising 
nation-state. There are six slogans on 
socialist construction and development of 
productive forces, two on the socialist 
mai ket economy and two on the sticialist 
legal system; four on Deng Xiao Ping 
Thciry, four on the party and two on the 


army. There is one on political stability 
and unity and the bulk on the social, cultural 
and human values essential to making 
China a strong, modern, prosperous and 
united country. In this compendium, the 
slogan which calls on the people to rely 
on the working class wholeheartedly 
appears quite out of place amidst those 
which arc a product of the distilled wis¬ 
dom of the reform era. One has merely to 
iccall the slogans of the Cultural Revo¬ 
lution to confinn that this is indeed a new 
China with a new agenda. The “third 
generation of Chinese leadership with Jiang 

CHINA 


AT about mid-century both China and 
India had rudimentary health care sys¬ 
tems, with some hospitals in cities and 
only traditional systems for the vast rural 
hinterland. India started working on the 
Bhorc committee report, which pre.scribed 
a rather top-heavy model, with big hos¬ 
pitals in townships and district cities 
and primary health centres for vill.igcclus- 
'ers. China took a three-ticred model, 
with a vast foundation in the form of 
barefoot doctors (BD) in lakhs of villages. 
With BDs, China gave a concrete shape 
to its health intentions down to the grass 
roots level - curative, preventive or pro¬ 
motive. 

India’s Bhorc committee report was 
weak in the village-level infrastructure 
and lay .stress on shaping it like the British 
system. India’ssubscquentcfforts, to mend 
the Bhorc model, did not work for various 
reasons. For instance the Srivastav com¬ 
mittee recommendation for community 
health workers was implemented in 1977 
but the programme failed to take roots and 
died in the mid- 1980s. This and other 
factors resulted in a wide gap between the 
health status of the two nations over the 
decades. 

China fought it out without an/extemal 
aid, technical or Financial. The Chinese 
rulers worked on four principles. The basic 
principles came from the dire situation 
and the war-like circumstances through¬ 
out the troubled decades. These very prin¬ 
ciples became the cornerstones of the 
modern concept of primary health care. 


Zemin at its core”, leads a China still in 
the “primary stage of socialism”. In this 
stage, according to the new leaders China 
will have to continue maybe even for a 
hundred years. The legacy of the last 50 
years of the PRC comprises two decades 
of revolutionary mass mobilisation; two 
decades of reforms, a ‘lost decade’ in 
between. Seemingly, there can be no 
turning buck. But, as the Chinese continue 
to hurtle on the Dengist road of market 
reforms, sometime, somewhere, they will 
have to pause and figure out exactly where 
they are headed. 


They continue to be relevant for all nations 
with similar problems; priority for the 
problems of the masses; prevention first; 
making the most of traditional and local 
resources, combining these with modern 
medicines; and mobili.sation of commu¬ 
nity for solving health problem.s. The prin¬ 
ciples arc self-evident, except one that 
needs a rider. ‘Prevention first’ is a slogan 
in India too, but curative care was not neg¬ 
lected in China even at the village level. 

China acted on these principles and there 
was the collective .system, the communes, 
the work brigades and the production teams 
to en.sure implementation of the policy. It 
worked well and put China's health on a 
strong foundation. With its 8-lukh villages 
armed with BDs, China moved on to build 
the next tiers of hCalth care. This logical 
growth ensured the right U!se of resources 
and optimised service-utilisation at each 
tier. The institution of co-operative medi¬ 
cal scheme strengthened the internal re¬ 
lations between the three tiers and also 
mobilised the community behind the 
gigantic effort. 

Right through 1950s and 1960s, China 
established its health facilities at three 
levels; village, township and county. Here 
is the brief anatomy; 

Level one; The village health station 
(formerly known as the brigade health 
station) with one or two BDs, a health 
aide, sometimes anurse. This facility served 
the masses at the grass roots. Apart from 
treatment of common manageable ail¬ 
ments, BDs offered health education. 


Reforms and Health Care 

Shyani Ashtekar 


What has been the impact of reforms on Chinese health system and 
how is China responding to the situation? 
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spearheaded preventive campaigns and 
administered co-operative medical scheme 
(CMS). 

Level two: The township health centre 
(THC) (formerly known as the commune 
clinic) for a cluster of 15-20 villages, 
covering together about 40-50 thousand 
population. The THC has 30 beds and 
other facilities for curative and preventive 
services. 

Level three: County, population about 
four to five lakhs, equivalent to about 
2-3 talukas in India: At this level there 
are several facilities - a 400 bed general 
ho.spital, 30-100 bed MCH hospital, a 
30-100 hospital for Chinese system of 
medicine, anti-epidemic station for pre¬ 
ventive campaigns, secondary professional 
schools for BDs (now called rural doctors) 
and nurses, and some othet facilities. 

Above all this, there are provincial 
hospitals, generally attached to medical 
colleges like in India. In major cities there 
are ward-hospitals (called the district 
hospitals) for parts of the city. Special 
purpose hospitals like the infectious dis¬ 
ease hospital also fall in this category. 

Chinese leaders laid emphasis on native 
healing systems right from the beginning. 
At all levels of health care traditional 
healing methods and facilities have a 
prominent presence. Even the RU uses 
about 30 herbal medicines and 50 
acupressure points. In the early periods, 
TCM was the mainstay of treatment at 
brigade health stations and people were 
involved in collection of herbal medicines 
lor their health facility (Health Care in 
China, China Health Care Study Group, 
Christian Medical Commission, Geneva 
1974). In all hospitals TCM services arc 
available under the same roof. In addition 
there are special TCM hospitals that also 
offer western medicine. Equity of pay 
scales, status and administrative powers 
between the western and TCM sysi;*m.s is 
complete something that ayurveda utterly 
misses in India. Since TCM has been given 
a lot of space, there is adiscemiblc progress 
in the TCM sector even on the re.scarch 
front. This fact is supported by other 
experts. In Zaiding county near Shanghai 
1 saw a.4(X)-bcd TCM hospital with a 
regular re.search wing. Mo.st of the TCM 
hospitals have their own TCM pharmacies 
too. Medicinal raw material Hows from 
the hinterland into the.se hospitals. It is a 
regular trade now 

The non-drug acupuncture system has 
a visible presence in all hospitals. For 
many illnesses people prefer acupuncture 
and massage therapies that give, in addi¬ 
tion to therapeutic effects, some physical 
comfort and warmth to the suffering 


people. In contrast with the cold, calcu¬ 
lated and objective methods of western 
medicine, this physical system of healing 
is quite popular in China. 

Clinical trials in TCM came later in 
China, but a virtual ‘multicentric clinical 
trial ’ was conducted by people themsel ves 
over four decades. People made their own 
decisions about which treatment to take 
for which illness. To help them, major 
hospitals employ treatment guides in’ 
reception. In India, most western system 
doctors do not sec eye toeye with ayurvedic 
doctors. Ayurveda’s position in India 
looks too weak in comparison with that 
of TCM in China. Tliis is a coascious poli¬ 
tical development, not a merely .scientific 
decision. 

Till 1978. the rural people had a co¬ 
operative medical system in 95 per cent 
of villages (CMS) in China, relying upon 
annual contributions from households. 
This not only met the expenses at the 
village health .station, but alsocovcrcd major 
part of expenses at the referral hospitals. 
The BDs, who lcx)ked after 7l)-8() per cent 
problems of the village people, were paid 
by the commune by way of work points. 
Thccitntribution loCMS itself ranged from 
1-2 yuan per annum which is Rs 8-16. It 
covered costs of both medicines and consul 
tation at the VI IS plus part of reicn al care. 
This made a wide safety net at all levels. 

For other sections of i he society - ma i nly 
the factory workers, there w'as and still is 
a reasonable cover of medical insurance, 
supported by the central government. 
Government servants enjoyed a free 
medical care, which continues till today. 
(Unpublished paper of Gu Xingyaun. 
Department of Health and Statistics, 
Shanghai Medical University, China) I 
was told that factory establishments are 
now grumbling about the rising insurance 
premia. 

The CMS kept a rational check on the 
co.sts, ensured optimal utilisation of .ser¬ 
vices, and provided equitable access to 
health care. The CM S also ensured people’s 
participation in health initiatives and a 
decentralised mechanism for health finance 
and administratii>n. 

Before liberation pr' vate doctors trained 
in modem medicine were common in cities, 
while villages were dependent upon pri vate 
TCM healers. This changed aftei libera¬ 
tion and both these sectors were ab.sorbcd 
in the new public sector. It was not pos¬ 
sible to start private clinics and hospitals 
in China till 1978. This kept a lid on co.sts 
of medical care in some way. Butacompul- 
sion to absorb all doctors and paramedics 
in the health system did have its impact 
on costs. 


Aftbr Reforms 

After the disbanding of communes in 
1978, the CMS simply collapsed. The 
government was unable to suddenly bear 
the expenses of such a huge programme 
in lakhs of village.s. User fees were the 
natural option in this period of transition. 
Whatever money government had was 
pushed into infrastructure that helped 
market, leaving less money for health care 
than ever before (Zuo Xuejin, ‘China’s 
Fiscal Decentralisation and Financing of 
Local Services iii Pixir Townships’, IDS 
Bulletin, Vol 28:1, 1997). Foodgrain sub¬ 
sidy continues. 

The reform package involved a ’push 
to the market’. The communes were dis¬ 
banded and farmland handed over to 
households. The hou.sehold responsibility 
gave farmers freedom to cultivate, process 
end sell their produce, while the govern-’ 
ment provided infrastructure facilities. 
China began its economic reforms with 
the farm .sector, taking other .sectors in 
reform process later. This contrasts with 
India that began its reforms for non-farm 
sector, anil even now the farm sector is 
heavily chained. The market icforms 
helped rural people in parts of China that 
had better infrastructure and market access. 
The second change involved freedom for 
entrepreneurs. Opening of internal mar¬ 
kets and exlernal trade was another major 
part of reforms. While talking to doctors 
and professors, I got an impression that 
reforms are a welcome thing in most 
sections and there are visible signs of 
reforms paying off. In eastern China, it 
was after 1978 that larmers built good 
houses for themselves. Malnutrition is still 
common (35 percent children in two-five 
year group), but I amine and starvation 
deaths are unheard of after 1978. Lile is 
still a struggle for most farmers especially 
in the western, far northern and south 
China. .Small farm size with little equip¬ 
ment drives the peasant.s,cspeciully women 
into hard menial work. The class that was 
hitherto unaffected by reforms was the 
government employee but the new pre¬ 
mier has announced his intention to ‘free’ 
half ofthc government employees. In words 
of Gu, public health expert of Shanghai 
Medical University, “retorms were inevi¬ 
table and have done good to China but 
their adverse impact on CM.S needs to be 
corrected.” 

The commune disappeared in 1978 and 
with it went many of its organs including 
CMS. The first thing that happened to the 
BD-VHS .system at villages was switch 
over to user fees. This may have been loo 
hard for the cash starved peasantry, but 
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it did hold together the VHS services 
through the turmoil. Since the fees at this 
level are relatively small, people some¬ 
how accommodated this additional cost. 
But It was a different story altogether at 
the hospitals, where fees arc far more. 
Only two categories were protected - the 
government employee and the factory 
worker. The latter was supported through 
medical insurance contributed by the 
factory establishment. These two catego¬ 
ries constitute about 25 per cent of the total 
users at hospitals, leaving 75 per cent 
users to pay for services. Payments for 
hospital services have been reasonably 
high (see Table for some rates) although 
cheaper by Indian private .sector standards. 
It has been reported that the cost of av¬ 
erage hospital admission amounts to 6U 
per cent of average annual household 
incomes of poor families. Several factors 
contribute to this high cost - oversized 
staffing pattern, rising costs of medical 
consumables, etc (Yu Hao, Cao Suhua and 
H Lucas, ‘Equity in the Utilisation of 
Medical Services: A Survey in PiKir Rural 
China’. IDS Bulletin, vol 28:1, 1997). 

U.ser fees have hit the utilisation of 
hospital services in China. An official 
report states that about 29 to 48 per cent 
of patients referred to hospitals could not 
get in-patient treatment as they could not 
afford hospital fees (Gerald Bloom anil 
Gu Xingyuan, ‘Introduction to Heal'h 
Sector Reform in China’ ,/fAS' Bulletin, vol 
28:1, 1997). User fees have sustained the 
health infrastructure in difficult times, 
when no system was there to support the 
village health .services. As tor village level 
services, the fees were still manageably 
small. As there was a kind ol ceiling through 
years of usage of the system, controls on 
fees remained. But it was a different story 
with the hospital .services. 

After reforms, some doctors hav e started 
clinics, but a hospital run by private es¬ 
tablishments is a rare thing even in 1998. 
With China’s elaborate public health 
infrastructure, it is almost unattractive to 
start private hospitals. Yet, in a way, the 
whole hospital system in the public .sector 
earns fees from consumers and has be¬ 
come a privately funded monopoly public 
.sector. I learnt that corruption, in form of 
doctors asking money from patients, is 
common. 

Barefoot doctor was the most signifi¬ 
cant feature of the Chinese health system. 
To begin with the village youth turned 
‘doctor for the village’ received a training 
course of variable period (few weeks to 
few months). They started working and 
were given short training exposures from 
time to time. Traditional medicine came 


in handy for lakhs of BDs spread in the 
vast country, which was a great logistical 
challenge for external drug supply. They 
earned some remuneration in addition to 
the farm work compensation. Many such 
BDs mingled with the general medical 
system in later times and in this sense their 
linkage with the developing health system 
was unique. 

After reforms, the title BD was dropped 
in favour of rural doctor (RD). The old 
generation of BD is now nearly replaced 
with new RD and secondary professional 
schools arc training a new generation of 
RD.s. Many old BDs got their training later 
in these schools in each county. The new 
course is of three years’ duration, which 
combines two years academics and one 
yearof hospital training. Half of the 2,600- 
hourcurriculum is allotted toclinical topics 
includingTCM. The training now involves 
computers and this will help the elaborate 
data management of the Chinc.se health 
system. 

The RD candidates are sent by villages, 
which bear some portion of the training 
costs of RDs. The main portion comes 
from the candidates. The money has to be 
refunded if the RD fails to join the duties 
at village health station. The entire course 
costs about 7,200 Y (over Rs .15,0(K)) and 
living costs arc extra. The course actually 
costs some more money (30.(K)0 yuan) 
but the.se extra costs are borne by the 
government. 

Final tests are conducted by the provin¬ 
cial government and nearly 10-30 per cent 
fail to pass. Another chance for passing 
is allowed, failing which the candidates 
mostly give up. After joining the VI IS. the 
RD gets about 500 yuan per month through 
fees. They can get an entry to degree 
courses after five years of work and many 
such RDs are now working in hospitals. 

Reports indicate that preventive health 
services have actually improved after 
reforms in the rich counties, but have been 
adversely affected in the poor counties, as 
less funds are available for the same in 
poor counties (Shu Baogang and Yao Jun, 
‘Preventive Health Care Services in Poor 
Areas of Rura> China’, IDS Bulletin, vol 
28:1, r>97). 

The share of government in overall 
national health expenditure has fallen from 
the pre-reform level of 28 per cent to 
current level of 14 per cent. So also has 
government’s ('MS share from 20 percent 
to 2 per cent. The shaic of out of pocket 
medical expenses rose from 20 per cent 
to 42 per cent of national health expen¬ 
diture. Rural health facilities now suppoil 
three quarters of their expenditure from 
payments by patients. 


Several scholars have expressed diffi¬ 
culties about the exact details of health 
economics in China, since after reforms 
each province has its own variable ap¬ 
proach to health care finance. Local bodies 
in each city and village have their own tax 
revenue to pay for local development 
services. About 90 per cent of recurring 
expenses on health services come from 
l(Kal bodies. Villages collect a tax from 
its residents. The tax revenue varies ac¬ 
cording to the income level in each village 
and urea. The local bodies in south-east 
China region get far more from tax revenue 
than say the north Chinese villages. So the 
spending on health too changes drastically 
according to the prosperity of the area. 
This has left poor villages without much 
funds to spend on health services while 
the rich areas have not only survived the 
user fees era but have entered new phase 
of insurance systems in health care. After 
reforms the central government revenues 
have fallen to 51) per cent and mote' is 
retained by provinces, cities anil prefec¬ 
tures. So central grants for social sector 
ha^e declined. 

The most important challenge in Chi¬ 
nese health services after reforms is the 
rising proportion of ‘unmet needs’ - people 
going back from hospitals without treat¬ 
ment due to steep costs of hospital ser¬ 
vices. Chinese policy-makers arc explor¬ 
ing ways for making health care economi¬ 
cal and re-establish insurance systems for 
all people. 

The cost factor is hard to control be¬ 
cause of cost of medical technology, 
consumables, and the heavy staffing pat¬ 
tern. In Chinese policy circles there is little 
support for free care as the state is increas¬ 
ingly unable to bear costs of such a wide¬ 
spread health care network. It is difficult 
to gel away from the user-paid-financc. So 
the only option is to establish insurance 
mechanisms. Experts have suggested a 


Taulk' Ratm of Common Sf,uvic'f..i in China 
AND IN A MidDI F. Li-.VH. CiFY IN MaHARA.SIITRA 

(Na.sik 1997) 


Service 

China: Yuan 
Convened in Rs 
(Public Health 
Institutions) 

Nasik ilndia) 
in Private 
Sector (Rs) 

OPD consultation 

50-100 

50-100(12) 

Sonography 

80 

300 

Childbirth 

4.000 

1,000 

Appendectomy 

Childbirth: 

4,750 

10,000 

I (Institutional). l,{XXKI)l3.‘50- 

II (Home, attended) 400(H) 

1,000(1) 

Cesarean section 

7,500 

10,000 

Red charges 

1 Y uan IS about 
4.75 Indian Rs 

110 

200-300 
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mix of pre-payment and co-payment sys¬ 
tem with a 60:40 formula. The household 
pays the required pre-payment annually to 
the county insurance scheme. This ensures 
the user access to all levels of health care 
village to county - at reasonable costs. 
Some co-payment has to be made at the 
time of contact with health system. 

In the coastal counties where villagers 
are better-off than northern and eastern 
China villages, such a system is slowly 
taking roots. I saw one such county near 
Shanghai. But in the better part of rural 
China this stage is a far away dream. The 
expert I met in Shanghai told me that this 
is very difficult even if the Chinese govern¬ 
ment passes a resolution making health 
insurance a compulsory task of the local 
governments down the county level. Such 
a legislation is on the cards. There are a 
number of difficulties why this is less 
1 ikely to happen. One reason is the increas¬ 
ing costs of health care, another being 
inability to pay the pre-payment costs on 
the part of farmers in poorer regions. 

Since the CMS system is broken, people 
are increasingly bypa.ssing village health 
facilities in favour of higher centres of 
care. The answer is to modernise the village 
health care services and bring back insur¬ 
ance.systems. The new RDcour.se is already 
a modernised version of the old BD ver¬ 
sion. Health establishments are increas¬ 
ingly resorting to medical malpractice as 
they look for more funds for paying the 
staff. I saw that even RDs are indulging 
in ‘injcciion-salinc practice’ like the rura< 
Indian private doctor. 1 saw similar scenes 
in township hospitals. This is recognised 
as a public health challenge and again the 
answer lies in a mix of pre-payment plus 
co-payment mechanisms. 

China is still grappling with three major 
public health problems - smoking, child 
malnutrition and illnes.ses of aging. The 
first two date back to pre-reform f'ays. The 
last, aging is a consequence of longevity. 
Now we know that famines killed millions 
of Chinese before the reform era. I did not 
hear any health policy expert blaming 
reforms on any of these counts. 

China has undoubtedly a very elaborate 
healthcare network thanks mainly to the 
million plus rural doctors (former BDs). 
We have seriously erred on this front. We 
still have sometime to correct this problem 
before the vacuum is fiiled with untrained 
quacks. Even the states that are flush with 
World Bank soft loans have done little on 
this front. It is an urgent national task to 
train lakhs of men and women as health 
providers for lakhs of villages. 

The large private medicare sector in 
India is a result of poor development of 


public health sector. We cannot correct 
this situation at this moment. What we 
need and can do is devise ways to control 
costs and improve overall quality of this 
sector. One way is to foster a thiid sector 
between the government and private, which 
has the coverage qualities of private 
operators with accountability factors of 
government sector, keeping a low cost for 
the bulk of health care needs. Insurance 
is unlikely to happen in the countryside 
for sometime for various factors, includ¬ 
ing continued pauperisation of India’s 
agiicultural economy. 

On the technology front. China’s excel¬ 
lent approach to integration of traditional 
knowledge and lesources should be an 
eye-opener to the India’s ‘ruling’ medical 
community. Frankly, they did not wait for 
laboratory reports and clinical trials to 
prove or disprove a traditionally estab¬ 
lished medication. They simply made 
available all theserviccscvcrywhere under 
the same roof. People did the job of .sepa¬ 
rating wheat and chaff. 

The concept of home beds extension 
services in China is a marvelous idea and 
1 do not think it is impossible to follow 
for our private and public hospitals. It 
keeps costs down, increases employment 
of paramedics, ensures patient comfort 
and compliance and keeps the health sys¬ 
tem tuned to the realities of common people. 

The widespread use of computers with 
Chinese software has modernised the infor¬ 
mation system in C^hina’s health system. 
This is a far cry even in our modern urban 
hospitals, leave alone public health insti¬ 
tutions. 


User fees in public health system is an 
abhorred subject in India, but Chinese ex¬ 
perts were surprised about free health care 
in Indian public hospitals. Community fin¬ 
ance demands a lot of quality and commit¬ 
ment from providers. There is more to user 
feesthanju.st the ‘state-disowning of health 
care’. It is worthwhile introducing a system 
of pre- and co-payments in health care. 
This will make rapid expansion of facilities 
possible without bloating health care 
costs. Needless to say that people below 
poverty line must receive a subsidised/ 
free referral caire and the costs borne by 
state governments. Free care across the 
board however creates more problems than 
it solves. 

Deccniralisation of health care with 
effective role for village level bodies 
was a major factor in the spread of health 
care network. India has not attempted 
this beyond the level of state government 
and municipal corporations. The zilla 
parishads have only been siib.scrvient 
to the top down health administration. 
Village bwlies have no role in health care 
in India. This has stalled progress. 

C'hina has paid .serious attention to 
the non-medical health inputs like water 
safety, sanitation and primary education. 
This has paid off rich dividends. That 
infections have declined is proof enough 
of this fact. India has a long distance to 
go on these fronts. Finally, let us not 
link China’s health progress to their regi¬ 
mented iwlitical system; it is because 
they thought of ‘villages first’, rather than 
our blundering ‘cities first’ centralised 
approach. 
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U1TAK PRADRSfl 

Rise of Smaller Parties 

SG 

The emergence of some small, single caste political parties in eastern 
Uttar Pradesh is indicative of the failure of the larger parties to 
ejfectively represent or bond with certain social interest groups which 
are no longer prepared to he the vole hanks of these larger parties. 


THL post-Manclal landscape in Littar 
Pradesh has witnessed an unpreeedented 
ehiirninp: If the implementation of the 
Mandal report in 1990 by VP Singh’s 
National Front government was intended 
to ‘co-opt ’ the upper backward castes who 
now wanted social acceptability • in the 
shape of government jobs - to match their 
growing political and economic clout, the 
political parties, too, did not lag behind 
in ’social engineering’ - in accommodating 
more OBCs and, indeed, dalits. 

The decline of the Congress in this period 
saw the Muslims and dalits moving to the 
Janata Dal, which was also the main 
bencficiai'y of OBC gratitude, as the party 
w'hich had implemented the recom¬ 
mendations of the Mandal report. The 
Bharatiya Janata Party - though inherently 
and instinctively opposed to the idea - 
began to mobili.se the OB(’s as well. The 
BJP’s task became easier when the Janata 
Dal split and the Samaj wadi Party emerged: 
The latter began to be identified not with 
the OBCs as a whole in the way the Janata 
Dal had been, but with the Yadavs in 
particulai. And so the BJP was able with 
less effort to attract not just other powerful 
OBC communities, such as the Kunnis 
and the Lodh Rajputs, who were rivals of 
the Yadavs, but also .sections of the MBC’s 
as well 

It IS agt'in.st this background of com¬ 
petitive mobilisation that the emergence 
of .some small, sin;>l-.‘ caste parties in eastern 
Uttar Pradesh needs to be looked at. For 
their appearance is indicativeof the failure 
of the leadership of the larger parties to 
effectively represent or bond with certain 
social intcicst groups. It also means a 
depletion in the social coalitions these 
larger parties arc trying to form and 
stabilise. Take the case of two registered 
but unrccogni.sed panics, which operate 
mainly in the eastern part of the state 
the Apna Dal and the Pragatishecl Manav 
Samaj Party . While the Apna Dal, led by 
Sonelal Patel, is a party of the OBC com¬ 
munity of kurini.s, the PMSP re*presents 
the MBC community of binds. 

The Apna Dal, which was formed in the 
early 90s, has been steadily increasing its 
vote share over the last two general 
elections. For in.stancc, in Macchlishahr, 
its voie share losc from 2.46 per cent in 
1996 to 5.53 per cent in 1998; in Jaunpur, 


from 4.67 per cent in 1996 to 6.17 per cent 
in 1998; in Varanasi, from 4.76 per cent 
in 1996 to 10.16 per cent in 1998; in 
Robertsganj from 1.77 per cent in 1996 
to 5.83 per cent in 1998; and in Phulpur, 
from 0.44 per cent in 1996 to 6.27 per cent 
in 1998. 

Fqually significant, in these five Lok 
Sabha constituencies, the Apna Dal was 
just lichind the three major parties in the 
state, the BJP, the SP and the BSP, but 
was ahead of the Congress which it had 
pushed to the fifth place - in Macchlishahr, 
the Congress stood sixth, with the Janata 
Dal placed fifth. I he Apna Dal picked up 
votes in 1998 in another 37 Lok Sabha 
constituencies across the state: Of these. 
It was ahead ofthe Congress in Oliatampur. 
Banda, Allahabad, Mir/apur, Faizabadand 
Akbarpur. 

In tins current round of elections, the 
Apna Dal was visible once again. A senior 
civil servant in Varanasi stressed that with 
elections in eastern Uttar Pradesh being 
fought largely on “caste and communal 
lines", the Apna Dal would definitely “poll 
again”. In fact, in Phulpur, its candidate, 
party president Sonelal Patel, was making 
a strong enough showing for locals to 
consider him to be in the reckoning. I luge 
hoardings of Mr Patel, .stretched out, his 
toot in a cast - the result of a fight which 
had landed him behind bars - had excited 
enough .sympathy for the local Momin 
Conference to publicly announce its 
support to him. 

At the busy Sason bazaar in Phulpur, 
a group of dalits ■ mainly pasis - while 
declaring their own unswerving com¬ 
mitment to the elephant, i c the BSP, 
predicted that the Apna Dal would get a 
substantial chunk ofthe kurmi votes here. 
They pointed out that Phulptir’s sitting 
MP, Jang Bahadur Patel, who had been 
denied a ticket by his party, the SP, was 
campaigning actively for Sonelal Patel. 

In the Birqazi kasba of the same 
constituency. Faiyaz Ahmed, a young 
doctor, said there was an “ajib sa mahaul” 
(.strange atmosphere!: His contention was 
that the SP was being challenged not just 
by the BJP and the BSP, but also by the 
Apna Dal, as changing the SP candidate 
had ruffled some feathers. He also 
maintained that the Muslims were going 
to be divided between the SP, BSP and 


the Apna Dal - the Congress candidate. 
Ram Poojan Patel, who has represented 
Phulpur in the past was considered 
unreliable because he was a ‘dalbadlu’ 
(one who has changed parties too many 
times). Clearly even a small single caste 
party such as the Apna Dal can attract 
some votes of other communities such as 
the Muslims - whose main objective is to 
defeat the BJP - if it can demonstrate that 
it IS making a strong bid for a .scat. 

So why are substantial numbers of 
kurmis voting forthc Apna Dal rather than 
a mainstream - or at least a larger - party, 
given that at present virtually all its 
candidates have no chance of making it 
to the thirteenth Lok Sabha? In the kasba 
of Puropurnahar in the Macchlishahr 
con.stituency, a group of locals standing 
outside a kirana shop, hotly discussed the 
relative merits and demerits ofthe various 
candidates. 

Suddenly, one man declared, “1 don’t 
know about the others here, but 1 am going 
to vote for the Apna Dal”. To this cor-' 
respondent’s query as to whether he was 
a kurmi, he replied in the affirmative. But 
before Radhcy Shyain Patel (for that was 
his name) could answer another question 

- why was he wasting his vote on a 
candidate who clearly would not vvin - 
another man in the crowd shot back: 
“Jaatiwad (casteism)”. 

Red-faced, Radhcy Shyam Patel took 
him on: “When you Brahmins (Patel’s 
expositor turned out to be a CP Mishra) 
NWte for the BJP, that’s not casitcism. But 
if 1 vote for the Apna Dal, that’s casteism. 
Everyone has a party these rlays, the upper 
ca.stes have the BJP, the Yadavs the SP 
and the Dalits the BSP. So we kutmis 
have the Apna Dal.” But when Patel’s 
anger hud dissipated after others in the 
crowd hud pacified him, he added that he 
knew that as a single caste party, the Apna 
Dal’s avenues of growth were limited 
unless it attracted a few other left-out 
castes as well. “Then the Muslims, too, 
may consider voting for the y\pna Dal", 
concluded Patel, pointing to Phulpur. 

Similar sentiments were expre.ssed by 
the proponents of the even smaller and 
more recently formed PMSP. which 
currently has a presence in about seven 
Lok Sabha constituencies in Uttar Pradesh 

- Mir/apur, Phulpur, Chail, Robertsganj, 
Varanasi, Jaunpur and Macchlishahr. 

in the village of Barki Khajri which falls 
in the Varanasi Lok Sabha constituency, 
the binds, who make up half the 2200- 
strong village, said that they had made up 
their minds to vote for the PMSP even 
though they had been divided between the 
BJP and SP in the elections in J998. 
Explaining the decision, Shivpujan Bind 
said, “We want to assert our rights as 
binds. No one knows we exist at all. If 
you don’t make yourself heard, no one 
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bothers about you. We want others to 
know that they can't do without us." 

The desire to be heard is also bom of 
despair. For here in Barki Khajri, where 
a majority of the binds are weavers of the 
silk saris that Varanasi is justly famous 
for or of the carpets that have made the 
exporters of the adjoining Mirzapur- 
Bhadohi belt into millionaires, conditions 
are dire. ‘The trade is in bad ^hape", said 
Hari Ram Bind, “and so we make only 
Rs 25 a day - on a good day, it might be 
Rs SO. It is our compulsion that makes us 
accept such poor payments. Wedon’t have 
the capital to buy our own yam nor do we 
have the marketing skills to sell what we 
make; So we are totally dependant on the 
traders and exporters.” He added that the 
nearest school was quite a distance from 
the village and, even then, it was on the 
rare day that the teachers put in an appear¬ 
ance, for most of them were busy farming 
their land. Given this scenario, Hari Ram 
Bind said the vote was their only means 
of protest, “Nahin to hamari sunwai nahin 
hogi (no one will hear us otherwise)”. 

The role models for formations such as 
the Apna Dal or the PMSP are the SP and, 
more panicularly, the BSP. The strong 
presence of the SP has clearly provided 
the yadavs - already an upwardly mobile 
community - with even more political, 
economic and social clout. BSP general 


secretary Mayawati’s two brief tenures as 
chief minister of Uttar Pradesh were 
sufficient to demonstrate to the Dalits the 
value of having their own representative 
in power. 

In Bhcran Khatai in the Varanasi 
constituency, the chamars assert they will 
vote for the BSP because during her stint 
as chief minister, Mayawati got this village 
declared an Ambedkamagar, thus ensuring 
that a pucca road was built to the village 
and houses constructed there under the 
Indira Aawas Yojana. In Dharsauna village, 
P K Chowdhury, a chamar declared, “If 
we send our man to parliament, whether 
he becomes the PM or sits in the opposition, 
he can speak up for us. But if we don't 
get a scat there, how will we be heard?” 

It is evident then that such assertions 
spell a depletion of votes for larger parties 
such as the BJP and in some cases, the 
SP. The kurmis, for instance, were con¬ 
sidered to be largely supporters of the BJP, 
but the party has no kurmi leader who 
inspires confidence in the community. The 
former Bajrang Dal president, Vinay 
Katiyar, may be a kurmi but his influence 
is restricted to Faizabad which he has 
represented in the past, but his criminal 
record has not washed well elsewhere. 
Nor has the presence of Beni Praiiad Verma 
- a kurmi leader who was union com¬ 
munications minister in the United Front 


government - in the SP helped that party 
with this community. As Radhey Shyam 
Patel in Puropumahar in Macchlishahrput 
it: “Beni Prasadji to Mulayam Singh ke 
pithu hain (Beni Prasad is merely Mulayam 
Singh Yadav's sidekick).” 

Single ca.ste parties such as the Apna 
Dal and the PMSP then provide their 
supporters with achannel of self-assertion, 
a way of ensuring that castes - which are 
either numerically small or lower down 
the social ladder - are not swamped by 
the dominant social groups. And with the 
failure of the state to address the common 
man’s agenda - education, employment, 
health facilities, housing, even safe 
drinking water - a growing number of 
social interest groups are beginning to feel 
that unless they have a share in power and 
decision-making, they will be no closer to 
getting the basics or improving the quality 
of their lives. 

So if mainstream parties such as the BJP 
or the SP don’t allow them the means of 
such self-expression, then they have to 
create avenues in the way the BSP did - 
a party which today commands almost 21 
per cent of the vote share in Uttar Pradesh. 
They are no longer prepared to be vote 
banks of the dominant castes, because that 
route has> proved unfruitful. Political 
power, they feel, must precede social and 
economic amelioration. 


Orientation Course in South Asian Peace Studies 

The Peace Studies Programme at South Asia Forum for Human Rights (SAFHR) is offering a fifteen-day orientation 
course in Kathmandu, Nepal, from 7-21 February 2000. The course is intended for peace and human rights activists, 
media persons, researchers and academics in peace studies and diplomats involved in policy making in conflict 
resolution. The course will include examination of themes such as peace as value in South Asian cultures, traditions 
of conflict resolution, peace accords in the region, civil society in peace process in South Asia, refugee and minority 
rights, sharing and common management of scarce resources, bilateralism and regionalism as the way to conflict 
resolution, economics of war and peace, women in peace, media as a catalyst of conflict and peace and evolutions 
in the notion of rights and peace. 

Participants will have to support their own travel. Registration fee for South Asian participants is US $ 100 (or its 
equivalent in Nepali rupee) and participants from outside the region US $ 250 (or its equivalent in Nepali rupee). 
Board, lodging and other expenses for the selected candidates will be provided by SAFHR. Travel grant is available 
for limited number of candidates for which they will have to apply separately. The preferable age limit for participation 
is 35 years. Women, members of minority communities and refugees are particularly encouraged to apply. 

Applications must reach Peace Studies Desk In the South Asia Forum for Human Rights (GPO Box 12855, Fax 
977-1-527852, E-maii south® safhr.wlink.com.np) by November 15,1999. Applications by fax or e-mail will be valid. 
Applications will have to be supported by full particulars, SOO-word summary of the relevance of the course to the 
work of the participant, and names of two referees whose recommendations should reach independently SAFHR 
peace studies desk by November 15, 1999. The application must include alt necessary details such as language 
skill, experience and nature of current work. The summary has to include the candidate's own idea of peace and 
human rights activism, and the relation of the applicant’s work with SAFHR's peace studies programme, in selection 
of candidates the SOO-word summary will be accorded importance. 

The course virill be participatory, and will involve intense course and field work. Frontline activists and researchers 
will be sharing their knowledge and experience with the participants who will leave the course with a critical understanding 
on issues of peace in South Asia. 
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Micronutrients and Child Health 
Vitamin A Initiative in Orissa 

Meena (lupta 

Vitamin A deficiency has only recently been acknowledged as a major 
public health problem in India. Orissa has initiated a new programme 
that will ensure that young children are adequately protected from the 
consequences of the vitamin deficiency. 


THE role of Viiamiii A in preventing 
blindness is well-documenied. However, 
there is growing evidence of its role in 
providing protection against other infec¬ 
tions, especially measles, diarrhoea and 
pneumonia, and in controlling mortality 
during pregnancy and infancy. Improved 
Vitamin A status reduces the duration, 
severity and complications asscKiatcd with 
measles and diarrhoea. 

Vitamin A deficiency (VAD) is wide¬ 
spread in young children in many deve¬ 
loping countries, and it substantially in¬ 
creases a young child’s risk of death. A 
mcta-anulysis of a scries of controlled 
trials indicates that routine Vitamin A 
supplemcpis given between 6 and 72 
months can be expected to reduce mor¬ 
tality by 2.^ percent wherever VAD exists. 
Additionally, Vitamin A supplementation 
as part of measles case managetnent can 
reduce the case fatality rate by more than 
50 per cent [WHO and UNK’El- 1998). 
Vitamin A suppletncnts given to a mother 
immediately after birth will improve 
mothers' Vitamin A status, as well as the 
Vitamin A content of their breast milk, 
and is likely to contribute to the improved 
health of both mothers and infants. 

Clinically VAD manifests as ocular 
signs, including night blindness, and these 
arc associated wiiti advanced stages of the 
deficiency condition. These arc rare com¬ 
pared to the vast problem of subclinical 
deficiency, which is difficult to measure 
in a field situation. India is one of the 
countries where Vitamin A deficiency is 
widely prevalent. At the national level, it 
IS reported that the prevalence of VAD 
ba.scd on clinical evidence (Bitot’s .spots) 
111 children up to 5 years varies from 0.3 
per cent to 3.6 per cent [Department of 
Women and Child Development, Govern¬ 
ment of India, 1995]. 

In India VAD isa public health problem, 
and/or high under-five mortality exists. 
The present coverage with Vitamin A 
supplements is inadequate [UNICEF 
1999). In Orissa, one of the poorer states 
in th" country, VAD is likely to be much 


mure widely prevalent. According to the 
National Nutrition Monitoring Bureau 
(NNMB) report (1981-91), the average 
daily intake of Vitamin A in the general 
population in Orissa is only 70 per cent 
of the recommended daily intake. 

National Immunisation Days offer an 
excellent opportunity to provide a single 
high dose of Vitamin A to all children 
aged 6-60 months and 34 countries (in¬ 
cluding Bangladesh) have so far begun to 
do so [UNICEF 1998]. However, this 
policy has not yet been adopted in India. 
The National Prophylaxis Programme for 
Prevention of Blindness due to VAD 
implemented throughout India aims at 
protecting children between 6-60 months, 
who constitute, the most vulnerable seg¬ 
ment of the population. The long-term 
strategy of the programme fiKuscs on 
dietary improvement by promoting con¬ 
sumption of inexpensive sources of Vi¬ 
tamin A. Dietary improvement is a slow 
process which can be possible only over 
a period of time. Considering the impor¬ 
tance of Vitamin A in controlling child¬ 
hood morbidity and mortality, it is impera¬ 
tive that education for behavioural change 
should continue alongside supplementa¬ 
tion with Vitamin A [MoHFW 1991]. The 
short-term strategy focuses on a single 
massive dose of Vitamin A given at six- 
monthly intervals to children between the 
ages of six months and five years. Since 
the prevalence of deficiency is highest 


among children below three years, priority 
is given to children in the age group of 
6 months to 3 years. The contact with the 
infant during measles vaccination between 
the ages of 9 to 12 months is considered 
to be a suitable time for administering the 
first dose of Vitamin A. The time of the 
booster dose of DPT/OPV at 18 months 
of age is used for administering the second 
dose of Vitamin A. Subsequent doses are 
given at six-monthly intervals up to the 
age of three years. The administration of 
Vitamin A in India is done both through 
the health .system (multi-purpose health 
workers) and where the ICDS programme 
is functioning, through the anganwadi 
workers. 

nie WHO/UNICEF/IV ACG Task Force 
(1997) plan for administering Vitamin A 
as a preventive and therapeutic interven¬ 
tion and the government of India policy 
which also indicates a similar plan, but 
does not include administration of Vita¬ 
min A to pregnant and lactating mothers, 
are outlined in Table 1. 

Situation in Orissa 

Though precise data are not available, 
VAD in Orissa is likely to be high. The 
administration of Vitamin A through the 
National Prophylaxis Programme for Pre¬ 
vention of Blindness due to VAD has not 
been very successful. The Multi-Indicator 
Cluster Survey (MICS), 1998, reveals that 
only 56 per cent of children in Orissa 
deceived the first dose of Vitamin A when 
they had the measles vaccination. This, 
though marginally higher than the reported 
coverage in 1996 (51 per cent), is far from 
satisfactory. The main bottlenecks in the 
successful implementation of the National 
Prophylaxis Programme for Prevention of 
Blindness due to Vitamin A are many. 

Irregular and inadequate supply of 
Vitamin A; Cunently the only supply to 
the state is through the drug kits supplied 
by the government of India to the health 
sub-centres. These kits are normally sup- 


Tablf 1: Vitamin A Intervention: Poucies and Prookammes 


Document 


Dosage 


Duration/Interval Dosage form 


Po/mlatio': Group: Women of reproductive age group with night Uindnes.’i or Bitot's spots 


WHO/UNICF.F/IVACG 
Report lO.UOO lU daily At least 4 weeks 

GOI Policy No policy No policy 

Population Ggroup: Infants 6-12 months of age 
WHO/UNICEF/IVACG 

Report 100,000 lU Once in 4-6 mths 

GOI policy 100,000 lU Once in 6 months 

Population Group: Children over 12 months of age 
WHO/UNICEF/IVACG 200,000 lU Once in 4-6 mths 

GOI policy 200,000 lU Once in 6 months 


10,000 lU Tabs / solution 
No policy 


Capsule/solution 
100,000 lU/ml 

1 ml solution of 100,000 lU, 

Cap/solution of 100,000 lU 

2 ml solution (each with 
100,000 lU) 
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and supplies of Vitamin A, grossly inad¬ 
equate for the five doses that each child 
is supposed to receive between the ages 
of 9 months and three years. Often only 
the first dose is administered. 

Vacant posts of paramedical staff: 
Paramedical posts in remote areas often 
remain unfilled. 

Physical inaccessibility: Health facili¬ 
ties in many tribal areas are not accessible 
becau.se of poor communication facilities. 

Ineffective utilisation of available sup¬ 
plies: The entire bottle of 100 ml of Vitamin 
A often cannot be u.sed within 6-8 weeks 
of opening the bottle, resulting in loss of 
potency of the remaining solution. 

In August 1998, the Kandhamal district 
of Orissa was the first to try out an alter¬ 
native strategy to administer Vitamin A 
to under 5 children. The district decided 
to hold a campaign to administer the 
vitamin on a single day to all children 
between the ages of 12 and 60 months, 
and to continue such administration at six- 
monthly intervals. The shortfall in sup¬ 
plies was bridged by UNICEF. Good 
coverage (96.5 per cent of eligible chil¬ 
dren) was obtained, and the available stocks 
of Vitamin A solution could be used 
effectively as all children were dosed on 
the same day. 

Encouraged by this, the department of 
Health and Family Welfare decided to 
undertake a statewide campaign for im¬ 
proved coverage of Vitamin A for the age' 
group 9-36 months. The overall objective 
is to achieve, over a period of two to three 
years virtual elimination of VAD in chil¬ 
dren in the 9-36 month age group by 
administering Vitamin A supplement 
through the following approach: Vitamin 
A administration along with routine 
immunisation for measles (A Catch-up 
Measles Campaign contact for nine-month 
old infants) is planned; one stand alone 
Vitamin A single-day administration cam¬ 
paign for children 12-36 months annually; 
a second single day Vitamin A adminis¬ 
tration campaign aher six months piggy¬ 
backed whenever possible on one dose of 
pulse polio immunisation. 

The government of Orissa expects to 
achieve the following results through this 
approach: (a) coverage of 90 per cent of 
children 12-36 months with five doses of 
Vitamin A supplementation by the year 
2001; (b) Elimination of all clinical signs 
of VAD among children below 5 years of 
age by 2001; (c) consumption of Vitamin 
A rich foods on a regular basis by at least 
80 per cent of children below 5 years as 
well as pregnant and lactating women. 

The impact of the campaign will be 
measured by analysing morbidity and 


mortality data in designated sentinel cen¬ 
tres. The first such evaluation is planned 
for November this year. Secondary data 
will be analysed to see whether there is 
any change in mortality and morbidity 
among under-fives, especially related to 
measles and diarrhoea apart from blind¬ 
ness. 

Some technical issues had to be consi¬ 
dered before the campaign could be 
finalised. The.se were: 

Toxicity of Vitamin A: Toxicity resulting 
from excessive ingestion of Vitamin A is 
a minor concern compared to the deva¬ 
stating effects of VAD. For children aged 
1-6 years, it is reported that prophylactic 
doses of 6,(X)0-10,0(X) lU given each day 
over a period of months pose a negligible 
risk of toxicity. A single oral dose of 
2,00,000 lU poses no significant risk for 
children over the age of six months, and 
in adults, a single dose of 4,00,000 lU in 
one day is generally well tolerated. Chil¬ 
dren over 6 months can receive two high 
doses (2,(X),000 lU) separated by at least 
one month with virtually no risk (UNICEF 
ct al 1997]. 

Sero-convenion-. Data concerning scro- 
con versions of measles and polio vaccines 
when given simultaneously with Vitamin 
A indicate no significant reduction in sero¬ 
conversion rates. Vitamin A supplemen¬ 
tation of 1,00,000 lU, given concurrently 
with measles in India at the age of 9 
months was found tosignificantly increase 
the sero-conversion rate. In Bangladesh, 
concurrent Vitamin A supplementation 
with each of the three do.scs of OPV had 
no significant effect on sero-conversion. 

Strategy for Supplementing Vitamin A 
IN Young Children 

Administration of Vitamin A to infants 
9-12 months of age will continue along 
with measles immunisation, as part of the 
routine immunisation programme. How¬ 
ever, at present, nearly 44 per cent of 
children in Orissa do not receive the first 
dose of Vitamin A. As the first dose of 
Vitamin A is generally given with the 
measles vaccine and tte measles immu¬ 
nisation coverage of 65 per cent (MlCS 


1998], to achieve 100 per cent coverage 
of children below one year, the present 
measles immunisation coverage needs to 
be increased from 65 per cent to 1(X) per 
cent. This will require strengthening of the 
normal immunisation programme, and a 
subsequent round to catch the infants left 
out. 

The earlier practice of administering 
Vitamin A to children between the ages 
of 1 and 3 years, individually at different 
times and repeating it at six-monthly in¬ 
tervals throughout the year has been dis¬ 
continued in the state. These children will 
now receive their supplements during the 
campaign on a single fixed day, every six 
months. As the first campaign was planned 
for March 1999, routine Vitamin A supple¬ 
mentation for children over one year of 
age was discontinued from January 1999 
to eliminate the risk of toxicity. Though 
an interval of four weeks between ihe 
administration of massive doses of Vita¬ 
min A virtually eliminates this risk, the 
state took the precaution to stop admin¬ 
istration eight weeks prior to the cam¬ 
paign. 

The first statewide campaign began on 
March 7. ^11 children aged 12-36 months 
were covered on in the first round of the 
Pulse Vitamin A campaign. The vast 
network of nearly 27,000 angunwadi 
centres was used to administer Vitamin A. 
Where the ICDS programme is not in 
place, the ANMs were primarily respon¬ 
sible for administration, along with NGOs 
and other local bodies. 

The stock of Vitamin A in each district 
was estimated, and the shortfall supple¬ 
mented by UNICEF. Vitamin A was pro¬ 
cured in bottles of 50 ml, to make distri¬ 
bution easier to smaller AWCs and sub- 
centres where the number of children is 
small. The stocks of Vitamin A were 
distributed during the routine monthly 
meeting of the workers of the health and 
the ICDS systems, and hence no addi¬ 
tional funds were required for transport 
of the vitamin supplement. As mainte¬ 
nance of cold chain was not involved, the 
logistics of distribution were more easily 
handled. 


Table 2: Number of Children to Be Covered in Each Round 


Vitamin A dose 

Age Group 

Estimated Number 
of Children 

Eslimatcd Requirement of 
Vitaniin A (Bullies of 50 ml) 

Ist dose (March 94) 

12-3b mihs 

18.10,500 

72,420 hollies 

2nd dose (Oct 99) 

12-42 mths 

22,63,125 

90,525 bolllcs 

3rd dose (Mar 00) 

12-48 mths 

25,92,000 

1,03,680 bullies 

4th dose (Sep 00) 

12-54 mths 

30,24,000 

1,20,960 hollies 

Sth dose (Mar 01) 

12-60 mihs 

33.05,000 

1.32.200 bottles 

Subsequent doses (Sep 01) 
onwards 

12-36 mths 

1810500? 

72.420 bolllcs 


Note: Calculated on basis of projected population 0-4 years. 
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As administration of the pulse dose was 
restricted to children over one, all children 
received 2 ml (equivalent to 2,(X),(X)0 lU 
of Vitamin A) of the solution. However, 
workers were in.structed to administer 1 
ml if a child 9-12 months who had not 
received Vitamin A with measles immu¬ 
nisation was brought to the booth. The 
second round of the Pulse Vitamin A 
campaign is planned for October 1999 
together with the first round of Pulse Polio. 
As the target group for Vitamin A is also 
covered under the Pulse Polio programme, 
and civil society and frontline function¬ 
aries have been mobilised for administra¬ 
tion of polio drops, linking Vitamin A 
with PPI will reduce mobility and social 
mobilisation costs considerably. 

Though the health and family welfare 
department is the nodal department for the 
campaign, to achieve the mammoth task 
of reaching an estimated 18 lakh children 
between the ages of 12 and 36 months 
across the state, the campaign was organ¬ 
ised in partnership with the department of 
women and child development. This will 
be repeated in all the future campaigns. 
Responsibilities were spelt out at state, 
district and block level for all the staff. 
Training was built into the routine monthly 
meetings at the sector and block levels. 

To ensure good coverage during the 
campaign, advocacy, communication and 
social mobili.sation activities were taker, 
utilising mass and folk media prior to the 
campaign. The focus was essentially to 
position Vitamin A administration as an 
intervention for reducing morbidity and 
mortality instead of its focus only on 
prevention of blindness. 

The monitoring strategy decided upon 
is similar to the one u.scd for PPI, using 
both the routine service delivery system 
and an independent coverage evaluation 
survey (which planned for 2000). 
Monitoring was at the booth, the sector, 
block, district and the .state level. State 
level observers supervised the campaign 
in the districts, and district level observers 
were appointed at the block level. Like¬ 
wise, block level officials were to super¬ 
vise the campaign in a cluster of panchayats 
or wards. District collectors were also 
actively involved in planning, supervision 
and monitoring the campaign at the dis¬ 
trict level. 

Iiach child between the age group 12-36 
months has been enrolled in the campaign 
in March to be followed up til! s/he re¬ 
ceives five doses of Vitamin A before 
graduatingout of the campaign. This would 
mean an increase in children for the next 
five subsequent rounds, to include the 
successive cohorts of 12-17-month old 


children. This also implies that the few 
children who miss the first dose at the time 
of measles vaccination will receive the 
first dose of Vitamin A only at the age of 
12-17 months. The state is attempting an 
alternative model for administration of 
Vitamin A solution to children in the age 
group of 9 to 36 months to enhance 
coverage and thereby help reduce ailments 
such as diarrhoea, acute respiratory infec¬ 
tions and blindness among children. The 
programme adopted by the state govern¬ 
ment will cover all children below 12 
months who will receive the first dose at 
the time of measles immunisation; no 
Vitamin A supplementation will be given 
with measles immuni.sation to children 
above the age of 12 months; for children 
above 12 months the routine administra¬ 
tion of Vitamin A supplementation will 
be discontinued; all children between the 
ages of 12 and 36 months will be covered 
through a single day campaign held at six- 
monthly intervals with any remaining 
children to be covered in the next couple 
of days; in all, 5 doses, each of 2 ml, of 
Vitamin A solution will be administered 
to a child over a period of two and a half 
years, excluding the first dose to be given 
at the time of measles vaccine; one round 
of the campaign will be linked every year 
to one round of Pulse Polio Immunisation; 
one standalone campaign will be held every 
year; routine therapeutic approach for 
treatment of children with clinical signs 
will be done through medical institutions. 
UNICEF is willing to support supply of 
Vitamin A for the first two years to cover 
the shortfall in supply. The government 
will mobilise resources for supplies after 
this period. 

In September 2(X)1 the numbers will 
reduce and remain stable thereafter as the 
number of children entering the campaign 
for the first time will be more or less equal 
to the number of children graduating out 
of the campaign with five doses. 

Of a total number of 19,09,204 children 
enumerated in the 12-36-month age group, 
18,15,355 were administered Vitamin A 
during the first round in March. This con¬ 


stituted about 95 per cent of the children 
in that age group, as compared with 7.2 
per cent coverage during routine admin¬ 
istration of Vitamin A to this age-group 
in the past. No cases of adverse reactions 
to administration of the vitamin were 
reported. lEC activities clearly need 
strengthening - many parents referred to 
this as another ‘polio’ dose given with a 
spoon instead of with a dropper. For the 
second round, lEC activities are propo.sed 
to be started well in advance. Since the 
second round will be along with PPI in 
October, the costs of organising the cam¬ 
paign will be considerably reduced. 

The cost of administering two doses of 
Vitamin A per child per year is estimated 
at USD 0.08 - i e, Rs 3.40. This includes 
the cost of the vitamin, as well as the trans¬ 
port cost to the site of administration. The 
major cost is for supply of Vitamin A, 
which the stale will be able to meet from 
the central government supply or from hs 
own re.sources within two years’ time. 
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Media and KargU 

Information Blitz with Dummy Missiles 

Geeta Seshu 

For the Indian media, KargU was big news. Pages of print were 
devoted to stories about the conflict, the personalities, the 
government's role, national security issues and of course Pakistan’s 
actions. What was the subtext of all this verbiage? Are we really as 
veil-informed about the conflict as the media blitz would imply? 


KARGIL caught the Indian media un¬ 
awares, as it supposedly did the govern¬ 
ment and the army. Covering the war from 
the battle-lines was easier said than done, 
for the army clamped down on direct cover¬ 
age barely a few days after the air-strikes 
were launched on May 8. As a result, the 
media did the next best thing : it manu¬ 
factured stories. Stories, euphemism in 
journalistic parlance for reports/fcaturcs/ 
analysis, were written up on every aspect 
of the conflict, often going far beyond 
government briefings and reports of the 
army handouts to bring us second and 
third-hand accounts of various actions in 
the battle. The media blit/ included re¬ 
ports covering a plethoraof possible angles 
of the conflict. We had human interest 
profiles of families of martyrs and the. 
plight of villagers in border areas, poi¬ 
gnant reports of letters from home and 
STD calls home and little spot stories on 
tailors stitching shrouds for the dead 
soldiers, the food we feed our .soldiers, 
corporate respon.scs to Kargil and views 
of celebrities on the conflict. Obviously, 
Kargil was major news and every news¬ 
paper and television channel wasted little 
time to get onto the story of the day. But 
what was the sub-text of all this verbiage? 
And importantly, what was left unsaid? 

We looked at three leading national 
English dailies; The Times of India (TOI), 
the Indian Express (IE) and the Asian Age 
(AA) between May 9 and July 31. Our 
analysis covered news-reports, features, 
editorials and editorial page articles. 

For over two and a half months, war- 
games occupied television viewers and 
readers of newspapers and magazines. The 
hindutva right spoke openly about ‘finish¬ 
ing off Pakistan, the enemy’ and of ‘a 
strong and mighty India’. The VHP pro¬ 
claimed in a meeting at Hardwar that 
‘1999 was the year to wipe Pakistan off 
the globe’ (AA, June 27). At the height of 
the crisis, the RSS organ Panchjanya 


exhorted Vajpayee to rise and fulfil the 
role destiny has chalked out for him, 
rhetorically asking ‘after all, why have we 
made the bomb'. 

No doubt, the newspapers covered by 
this study, while publicising these state¬ 
ments and others by Advani (‘Pakistan is 
a rogue state’), Kushahhau Thakre (‘Kargil 
conflict is nothing short of war’, IE, June 
16), did condemn these statements, but 
these were mere formalities. The TOI. in 
an edit (June 23), cautioned against the 
nuclear option, not because such a course 
of action was disastrous but merely to 
counsel the government to adhere to a ‘no 
first strike’ commitment. 

BiiuiNi) Till. War Vi;rbiagi; 

What did we get to read/sec about the 
actual action? Initially, very little. The 
World Cup cricket was on, and while 
journalists covered the army briefing on 
Kargil, much more space and air-time was 
given for cricket coverage. Sponsored 
supplements filled newspapers while tele¬ 
vision news gave more importance to 
battles on the cricket ground. 

Cricket and Kargil did meet when India 
played Pakistan: newspaper headlines were 
apprehensive of the ‘battle’ ahead, 
emphasising security arrangement.;. 
Indian Express (June 8) had a curtain- 
raiser entitled “India, Pakistan to ‘fight’ 
it out tixlay’’. The report itself outlined the 
high excitement over the mutch stating 
that it was a sad fact but true that, for many 
of the spectators and journalists, the Indo- 
Pak cricket match ‘.seems the next best 
thing to a wai'. Naturally, when India 
did beat Pakistan, headlines gloated. The 
Asian Age (June 9) distastefully pro¬ 
claimed, ‘Reborn India kill Pak’. 

Till this day, the press is divided about 
the nature of the army action in Kargil. 
Even the semantics of the army action is 
confused. Was ita war.abatticoraconflict? 
(a skirmish it was not, not with 410 bodies 


returning home). Were ’they’ infiltrators, 
mujahideen intruders, Pak-backed intrud¬ 
ers, the enemy? In the absence of any clear 
idea, it was safer for the press to use all 
of the above, in the same copy, at different 
times, throughout its coverage. Some 
newspapers were in no doubt that a war 
was on. TheAiTnij Age, for example, gave 
us headlines like, ‘The 4th India-Pakistan 
war has started' (A/t, June 24) or ‘Nawaz 
tries bomb blackmail' (AA, June 25) and 
finally, when a truce of sorts was called 
and Pakistani troops began to pull out. 
the same newspaper said, ‘Pakistan quits 
India' (July 12). 

The Indian Expre.ss was not far behind. 
‘From war to Wimbledon, its India’s day 
all the way’, the paper .said on July 5, 
celebrating the army’s re-capture of Tiger 
Hills and the Bhupati-Pacs tennis victory 
at Wimbledon. Reporting on the action, 
said to be a turning point of the conflict, 
the reporter said, ‘They had reached the 
top, battling each inch of their way to the 
top". And later, “ I'he night sky over the 
steep mountain remained an awesome 
orange throughout and the pungent smell 
of gunpowder filled the air”. 

All thisr despite the fact that journalists 
were unable to get »o the actual scene of 
battle except in the last stages of the 
conflict. According to reports from Rahul 
Bedi (AA, July 23) and Gaurav C' Sawant 
(/£.', June 19), ‘Hacks have a battle on their 
hands’, reporters were not allowed to go 
beyond National Highway lA till July 5 
(‘Army can’t stem media invasion', AA, 
July 13). In the light of these revelations, 
what does one make of the report from 
the Indian Express on the recapture of 
Tiger Hills. Es|)ecially when the same 
report informs that there was no contact 
With the soldiers and there was ‘comnicte 
radio silence’. 

In the main, however, reportage was 
colourtul and descriptive. Consider an¬ 
other report: “The flares lit up the night 
sky darkening the mood at the Drass HQ. 
The infantry soldiers were advancing 
slowly and cautiously”. Or this one: “The 
pakis were a mean, hawk-eyed lot who 
sleptduring the day and kept vigil at night”. 
This priceless quote was not even attrib¬ 
uted to anyone, either army officers/jawans, 
local residents of Kargil, or even intelli 
gence personnel. When the reporter could 
not have got within seeing distance of the 
‘pakis’, how could this piece of fiction 
tear its head in a serious newspaper re¬ 
port? 

A story headlined, ‘Hakis play dirty, 
booby trap body of army officer’, about 
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the handing over of (he body of major R S 
Adhikari and three jawans (June 28,1999), 
said that the Indian jawans “jumped at the 
offer since the thought of their beloved 
colleagues' bodies lying in the open was 
just too agonising". Again, there was 
simply no qualiHcations to .such ‘emo¬ 
tional’ reportage and the statements were 
blithely reported, unattributed to any 
source. 

The other newspapers were marginally 
better or worse. The Times of India, re¬ 
porting the reactions of jawans to the cricket 
world cup. quoted a jawun as saying, “we 
need to settle this issue once and for all" 
and ‘Tell Sachin to take some rest as wc 
blow the daylights out of Pakistan. They'd 
better know that this is not cricket, they 
just cannot win." 

The editor of Indian Express, Shekhar 
Gupta, in an edit-page article entitled, ‘Let 
the media witne.ss the mess’ (July 14, 
1999), made an impassioned plea that 
journalists be allowed to cover the conilict 
from the battle-lines. Gupta argued that 
reporters at the front were young and 
enthusiastic but definitely too fond of their 
own lives to wilfully allow a ’40 kg 
sonofabitch on our heads’. If one inferred 
from Gupta’s article that journalists were 
indeed young and inexperienced, what 
were the newspapers sub editors and 
editors doing’.' These and other instances 
clearly bring out the manner in which 
basic editorial checks and balances simply 
did not function, or were they allowed to 
sing a different tunc'? 

For newspapers, all the action did not 
emanate from the front. The conilict 
opened up .several other fronts. The battle- 
cry found its echo in remote villages, thanks 
to the army’s new policy of dispatching 
home the bodies, not only of officers (as 
in the past) but also of jawans. Speaking 
of (he change in policy ('Bodies replace 
urns as Army changes policy’,/£, July 16), 
the newspapers marked this departure from 
the norm as a sign of the army’s ‘new 
openness' and readiness to facilitate the 
involvement ofthe entire population in the 
'war-effort'. 

The valour of death on the battle-field, 
the ‘celebration' ofthe 'martyrdom' ofthe 
officer or soldier, the readiness of others 
(either from the family or those who at¬ 
tended the funeral) to ‘give up’ one more 
youth for the country and to war...this was 
the common theme running through these 
reports. I he tragedy and futility of war, 
the sheer wastage of a life or even the loss 
to a family of in important member, 
perhaps asole breadwinning member, these 


sentiments were rarely reflected in news- 
reports. 

A glaring example of a reporter's par¬ 
ticipation in this exercise: The Asian Age 
(July 4) reporting on the funeral of Lt 
VijayantThapa (headlined-‘Son of India’) 
described how military police directed the 
public to the funeral site a police van with 
a loudspeaker beckoned everyone to pay 
homage to the soldier who had died. 'The 
report ended with the words: “and all that 
we Indians can do is to thank God for those 
brave soldiers who sacrifice their todays 
for the sake of our tomorrows.” 

But not all reports were celebratory. A 
report from the Indian Express (July 13) 
condemned the politicisation of death; 
‘Politics of patriotism shadows martyr’s 
last rites’ is said in a headline, adding that 
the next of kin were pushed aside as 
politicians turned the funeral into an 
opportunity to hog the limelight. If RSS 
functionaries dominated this funeral, the 
Congress was not far behind, taking over 
the funeral of Lt Saurabh Kalia in Palampur, 
(/£, June 13). 

CAt,I.ING FOR CONSUNSUS 

Newspapers also vied with one another 
to obtain reactions from the upper strata 
of society. The Indian Express carried 
a daily feature titled, ‘Calling for con- 
.sensus’, ostensibly to support the ‘war’ 
effort. The column featured celebrities 
from the more glamorous walks of life. 
The TOI (July 5) carried a full-page 
feature, ‘Everybody loves a hero - 
Mumbaiites on how they view the Indian 
soldier’, peppered with the views of the 
smart .set. 

The newspapers also carried reports of 
the 1965/71 war veterans and highlight 
some instances of war widows still wait¬ 
ing forcompensation (notably,7’/ie Times 
of India (July 11)) which devoted a full 
page to the issue) but the.se were few and 
far between, remained at the ‘human 
interest level and failed to trace the ad¬ 
ministrative negligence and corruption 
bccau.se of which compensation was 
swallowed up. 

Every ewspaper had its pet project for 
Kargil. The TOI fund was entitled ‘Zara 
yaad karo qurbani’ while the IE tied up 
with Iridium to provide phonesi for sol¬ 
diers at the front. The IE even co-spon- 
sored a programme, presumably a fund¬ 
raiser, ‘Aye watan tere liye’ in Delhi on 
July 17, utilising for publicity, a photo¬ 
graph captioned ‘tears of pride’, showing 
the wife of an officer saluting the coffin 
of her husband. 


All the other shows in the ‘ Kargil-utsav*, 
from entertainment programmes, designer 
shows, corporate schemes for proceeds 
of sales of various products, opinion 
polls and other ‘Kargil specials’ received 
more than their fair share of publicity. 
The designers’ show, according to the 
Asian Age (August 12) ‘woke up too 
late, but when they did, they did it in 
style’! 

The same newspaper (July 28) carried 
a report of a computer game ‘1 love India’ 
wherein the user can cross the LOG and 
destroy Lahore. The tone of the report is 
laudatory and is meant, the reporter states 
blandly, “for all those who want to vent 
their anger at Pakistani intruders". There 
were a few articles in the edit pages of 
all three newspapers expressing distress 
at this trend (Nivedita Menon, ‘Plastic 
patriotism in times of war’,TO/; Mushirul 
Hasan’s ‘Don’t teach me patriotism’ IE, 
July 17, or Bachi Karkaria’s ‘Patriotism 
in a fashionable war’, TOI, July 18) but 
these were virtually drowned in the sea of 
stories which publicised the corporate 
milking of Kargil. 

What did the newspapers neglect or de- 
emphasise? 

Commimalisation of the conflict: The 
newspapers analysed refrained from any 
overt or covert communali.sation of the 
Kargil conflict. Muslim soldiers who died 
in the action were specially mentioned, 
■‘perhaps to reinforce that India was fight¬ 
ing an Islamic state with believers of Islam, 
though this was not spelt out. When sev¬ 
eral Muslim organisations came out in 
support of the Kargil action holding up 
placards proclaiming, ‘We love India, wc 
hate Pakistan’, the press regretted the fact 
that Muslims had to exhibit their patrio- 
tistn in this manner. However, there was 
one glaring omission: the coverage of riots 
in Ahmedabad and the involvement of the 
Hindu right in fomenting trouble. Riots 
were sparked off when protestors burnt 
eff ^gies of Pakistan prime minister Nawaz 
Sharif and then continued their prote.st by 
raising anti-Muslim solgans. Preparations 
.seemed underfoot much earlier as a report 
in the Indian Express (June 18) clearly 
indicated: ‘BJP workers hone talent in 
effigy-making’. The BJP’s Yuva Morcha 
president claimed that he had a master’s 
degree in effigy making! Yet, alarm bells 
failed to ring 

The media and US mediation : Report¬ 
age on the US intervention gave no in¬ 
sights about the US new support for India. 
Instead, there was gratitude and childish 
glee at winning big brother’s support. IE 
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gloated: ’Sharif on his knees as US says 
what Delhi wants' (July 6). Bilateralism 
was now a dirty word. In a signed article, 
the Indian Express editor Shekhar Gupta 
(June 30), actually chastised the govern¬ 
ment for parroting the 'no third party 
intervention’ line of the past asking whether 
chanting this 'mantra' was smart? 

Torture of six Indian soldiers: Front¬ 
paged reports in all newspapers mentioned 
the government and army’s version of the 
mutilation of the soldiers. The incident 
marked a turning point in the conflict. 
Reporters either did not care, or practised 
self-censorship in the 'national interest’, 
to ask basic questions: the motivation of 
Pakistan to return mutilated bodies, 
whether all or only one body was muti¬ 
lated (as later reports ) or the possibility 
of natural decomposition. 

Financial costs of war and conflict: 
Newspapers scarcely touched upon any 
estimates about the losses of war and the 
Kargil action. The Asian Age was an 
exception in that it carried a solitary report 
quoting a study from Assocham on the 
short and long-term impact of the Kargil 
action, estimating the daily cost of the war 
at Rs 30 crore. 

Again, newspapers were silent about 
who benefits from the conflict? Which 
arms manufacturers, apart from Bofors, 
would obtain extra orders thanks to Kargil ? 
Or, more disturbing, the chorus to push 
up defence expenditure in the wake of the 
defence forces' ill-preparcdness to deal 
with Kargil. 

Intelligence failures: The IE mentioned 
in passing, without attributing its report 
to any source, that patrols in the area was 
discontinued. When and why it failed to 
mention. It also had a report that an 'In¬ 
telligence alert in 1997 on the LoC was 
ignored” (July 20). When Outlook 
newsmagazine stated that a top antiy officer 
had alerted his .seniors about the infiltra¬ 
tion, they instead carried the army's denial 
of the story. The TOI spoke of the lack 
of alertness of Indian intelligence when 
Pakistan placed orders with Austrian 
agencies for 50,000 pairs of siiow.shoes, 
thermal jackets, snow tents, etc. However, 
these reports were not attributed to any 
source and failed to confront the army, 
either in its daily briefing or otherwise. 
They simply died in the army’s convenient 
'maun-vraf. 

Kargil vs Siachen: Kargil, defence 
analysts said, was Pakistan’s answer to 
Siachen. Yet newspapers, save for one 
or two reports (IE. TOI), did little to 
question the comparision; failed to suffi¬ 


ciently give the public any historical 
analysis of the conflict or the meaning of 
LAC/LoC and the impottance of bilateral 
negotiations. 

The other side: What of the Indian press’s 
coverage of Pak affairs? At the height of 
the Kargil action, Indian newspapers began 
paying attention to the Pak press. The TOI 
began a 'Periscope on Pak’ and IE had 
'The other side'. In the main, the snippets 
chosen highlighted the ’unreastonable’ 
nature of people of Pakistan. AA was the 
only paper to print full-fledged articles 
which were both ‘supportive’ of the action 
of the 'freedom-fighters’ and critical of 
the leadership of Nawaz Sharif and his 
mishandling of the Kargil situation. 

The government's hand in misinforma¬ 
tion: The caretaker government was ham¬ 
handed ill the extreme. Reporters were 
disallowed anywhere near the scene of the 
action; Pak TV was blocked and VSNL 
jammed the Dawn newspaper website. 
And how did our press react? The protests 
and condemnations only seemed like feeble 
bleatings for all the effect they had on the 
government and army. /£ magnanimously 
gave the information and broadcasting 
minister Pramod Mahajaii a chance to 
give reasons; ‘Why I blocked Pak TV 
(June 30, 1999). 

India's first televised war: Not a single 
newspaper or their television columnists 
discussed India's first televised war. Rajesh 
Joshi writing in Outlook (July 261, men¬ 
tioned how TV newscasters dressed in 
battle-fatigues and standing in disu.scd 
bunkers added just that authentic touch to 
their reports from the ‘front’. Rajesh 
Ramachandran wrote in the Hindustan 
Times of being hit by shrapnel from a 
missile, the other side being alerted by 
lights carele.ssly switched on by a televi¬ 
sion crew. But other newspapers main¬ 
tained a discreet silence about this. 

National debate on Kargil: When the 
opposition raised the demand for a Rajya 
Sabha session on Kargil, the press meekly 
agreed that the all-party meeting was a.i 
apt substitute and that ‘wrong timing’ 
marked the opposition’s demand (IE, 
June 25). It was to the dubious di.stinction 
of Congress member Mani Shankar 
Aiyar(/£, June 15) to point out that the 
present prime minister A B Vajpayee had 
demanded, and succeeded in obtaining, 
both a special RS session in 1962 during 
the war with China and the resignation of 
then defence minister Krishna Menon. 

Inquiry into Kargil: The press did no 
serious evaluation of the prime minister’s 
assurance that an inquiry would he con¬ 


ducted into the Kargil action and the later 
statements by both the PM and the sefence 
minister back-tracking on this assurance 
that the inquiry would not cover intelli¬ 
gence failure. 

Despite the reams of matter in the 
newspapers and air-time devoted to Kargil, 
are we better informed? Are we in a posi tion 
of trust vis-a-vis our government and media 
on the actual state of affairs on the border? 
Are we confident that the enormous sums 
of money spent on defence arc be>ng 
utilised correctly, leave alone justified? 
Or are we ready to accept the rising chorus 
of the hawks that the defence expenditure 
is ‘inadequate’ and needs to be upped, in 
the light of increasing agression from our 
neighbour? Ten days after George 
Fernandes proclaimed that the last of the 
‘intruders had been driven out and the 
Kargil action was effectively at an end’, 
why did 70 soldiers lose their lives? 

The media tailed to or chose nut to 
seriously ana'yse who would be the ulti¬ 
mate losers in the Kargil confrontation. 
An overwhelming number of persons on 
both sides who died in battle were poor 
jawans. Increased military expenditure will 
also further be disproportionately borne 
on both sides by the prMir in the form of 
indirect taxation. Little or no effort was 
made to bring out the fad that the common 
people in both countries had no stake in 
the war and that Kargil was simply rein¬ 
forcing the fundamentalist foiccs on both 
sides of the border. 

The elites consensus on the issue was 
also not carefully analy.scd and this should 
be understood in the context of the mo¬ 
rn .[loly ownership of the media in the 
country, i c, the owners of the media are 
themselves part of the ruling elite. 

(The above is an abridged version ol a detailed 
study on media coverage ol' Kargil conducted 
by the Centre for Mnniloring the Media 
(CMM). The CMM is an independciit, non¬ 
profit making organisation comprising 
mcdiapersoiis who analyse how various events 
are reflected in newspapers, magazines and 
television, laying bare the stiucturCk’ond 
subjective biases of the media | 
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PERSPECTIVES 


Delivering the Right to Development: 
ESCR and NGOs 

Arjun Sengupta 

Why do the masses in south Asia, and particularly India, not rise up 
in revolt against political repression, hunger, illiteracy and many 
other deprivations? There are various groups, each fighting for a 
different cause. There is nothing to bring them together to effect 
changes at the national level. Could NGOs fulfil this function? 


JEAN DREZE and Amartya Sen in their 
book India: Economic Development and 
Social Opportunity (OUP, Delhi, 1995), 
quote a warning from John Drydcn three 
hundred years ago: “Beware the fury of 
the patient man.” They go on to say, 
“Successive governments in India have 
had reason enough to rely on the unending 
patience of the neglected and deprived 
millions in India, who have not ri.sen in 
fury about illiteracy, hunger, illness or 
economic in.security. The stubborn 
persistence of these derivations has much 
to do with the lack of fury.” 

All revolutions in history were in effect 
the outbursts of that fury of the deprived 
and the downtrodden in the society of the 
time and most major changes in social 
orders had been the results of those 
revolutions. But not all revolutions have 
led to the removal of poverty or deprivation 
and the expressions of fury have often 
taken forms other than open rebellion, 
especially in democratic societies. Never¬ 
theless it is true that outbursts of such fury 
or the threat of such outbursts often dis¬ 
lodged the forces ot status quo and initiated 
changes in the system. If democracy works 
and the governments are truly represent¬ 
ative, these threats and the pressures 
building up to these threats can work fairly 
early to redress the grievances or can lead 
to a change in the governments without 
a revolution. But fury or an articulation 
of public anger would almost always be 
a necessary condition to make vested 
interests give up their privileged position. 

It is time we ask ourselves why that fury 
has not expressed itself in India, or in other 
countries in south Asia, to bring about the 
changes necessary to end the deprivations. 
Or, in other words, why has there been 
no revolution in these countries, or not 
even the creation of revolutionary con¬ 
ditions. It is not true that Indians are 
naturally non-violent or law-abiding 
citizens, who shun situations that may lead 
to violence. Eithera.4 individuals or groups, 
Indians have displayed the worst proclivity 
to violence. Nor is it the case that wc have 


no revolutionary parties, though their 
influence has dwindled over time, having 
given up practically all ambitions of revolu¬ 
tion. There has, of course, been some 
economic and social change, not always 
.so insignificant. But by and large they 
have made little dent on the conditions of 
widespread derivation that Dreze and Sen 
were talking about. More than a third of 
India’s population still live below the 
poverty line. As of 1995, about 665 million 
people have no access to .sanitation, 178 
million no access to safe water and about 
145 million no access to health services. 
More than 250 million adults are illiterate, 
more than half of the children under five 
years of age are malnourished and under¬ 
weight. The infant mortality rate in India 
is still among the highest in the world. The 
records in other countries arc often much 
worse. There are enough of such statistics 
that can cause anguish if not anger. But 
somehow this docs not get converted into 
‘fury’ that can bring about revolutions. 

One may offer several hypotheses to 
explain this situation and there can be 
serious debate on this for quite some time. 
The most plausible of the.se is the pro¬ 
position that while there can be enough 
anguish and agitation, sometimes even 
leading to violent uprise around specific 
issues of deprivation and injustice of the 
people affected by them, it is not possible 
to combine them into an overwhelming 
national agitation and ‘fury’ unless there 
is one issue of almost universal concern 
that can unite all the groups on a common 
platform. 

The issue of deprivation affect.s different 
people differently and there are so many 
and diverse points of grievance and 
agitation affecting the various groups that 
the forces of establishment have been able 
to keep them divided and prevent the 
individual group angers from coalescing 
into national fury. The political parties, 
especially of the left supporting the cause 
of revolution, have not teen able to build 
up a national movement for revolutionary 
change, even though they may have 


succeeded in pushing forward the cause 
of specific groups of people to redress 
specific grievances. It is not the parlia¬ 
mentary form of Indian Constitution that 
has thwarted the attempts at revolution in 
India. It is the failure to build up a national 
movement around an overriding cause that 
has failed to generate the conditions for 
any revolutionary change. This has teen 
made worse by the lack of any agency to 
articulate the specific grievances in terms 
of such an overriding cause unifying ail 
the deprived. 

Historically, revolutions in the world 
occurred mostly around two basic causes: 
political freedom and equity. Whether it 
was the English Revolution, the French 
Revolution or the American Revolution, 
the uniting platfonn of all the diverse 
points of grievances and injustices was 
freedom and equity, which appealed 
directly to all concerned and which could 
incorporate all their individual grievances. 
This was articulated in terms of human 
rights - the rights which flowed from the 
concept of human dignity and irrespective 
of all the theoretical edifices in terms of 
divine or natural or legal rights that were 
built as philosophical basis of those 
demands for freedom and equity, their 
strength was their acceptance by all, 
especially all of those who were disaffected 
and who were prepared to rise up in revolt. 
'*'-‘In the ultimate analysis, human rights 
are those rights which arc given by people 
to themselves. They are hot granted by any 
authority, nor are they derived from some 
overriding natural or divine principles. 
They are human rights because they arc 
recognised as such by a community of 
people, flowing from their own conception 
of human dignity, in which these rights 
are supposed to be inherent. Once they are 
accepted through a process of consensus¬ 
building, they become binding at least on 
those who are party to that proce.ss of 
acceptance” (’Study on the current state 
of progress in the implementation of the 
right to development’ submitted by Arjun 
K Sengupta, independent expert, pursuant 
to Commission Resolution 1998/72 and 
General As.sembly Resolution 53/155 (E/ 
CN4/1999/WG18/2. July 27, 1999) 
ECOSOC, Geneva). 

Indeed the crucial element in the natural 
right theories of John Locke and others 
that inspired the Glorious Revolution of 
1688 was not so much that rights such as 
to life, liberty (freedom from ai-bitrary 
rule) and property pertain to individuals 
because they existed in “the stateof nature”. 
It was more importantly that people 
informing a civil society through a social 
contract, “sunendered to the state only the 
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right to enforce these natural rights, nut 
the rights themselves", and that the state’s 
failure to secure these natural rights gives 
rise to a right to popular revolution (Burns 
Weston, ‘Human Rights’, New Encyclo¬ 
paedia Brilannica, 1992). 

The American Declaration of Inde¬ 
pendence (1776) squarely put this point: 
“We hold these truths to be self-evident, 
that all men are created equal, that they 
are endowed by their creator with certain 
inalienable rights, that among these are 
life, liberty and the pursuit of happiness. 
That to secure ihe.se rights, governments 
are instituted among men, deriving their 
just powers from the consent of the 
governed. That wherever any form of 
government becomes destructive of these 
ends, it is the right of the people to alter 
or abolish it...” 

Those principles of freedom and equity 
were reflected again in the French 
Declaration of tlie Rights of Man and of 
the citi/.en of 1789: “Men arc born and 
remain free and equal in rights.” They 
remained the driving spirit of all radical 
m..)vements of social change throughout 
the 19th century. The Bolshevik and the 
Chinc.se revolutions - the two major 
revolutions in the 20th century, 
championed the cause of equity, but had 
a convoluted, philo.sophical cc.ncept of 
freedom as freedom from necessity. That 
was quite different from the earlier concept 
of political freedom which got reflected 
III the principles of ciem«Kracy. Still, these 
two revolutions got wide support becau.se 
their advocacy of equity was based on a 
rich philosophy of social change in terms 
of grand theories of social and economic 
formation. These grand theories turned 
out to be flawed - which all grand theories 
tend to be. But that was not why these 
revolutions failed, the Bolshevik one 
literally, the Chinc.se one for all practical 
purposes. The main reason for their failure 
was their inability to incorporate political 
freedom in their design and conduct of the 
affairs of the state. It is possible to argue 
that almost all the shortcomings of their 
systems, which led to the large-scale 
disaffection of their people were the 
absence of their freedom, and to express, 
to organise and to choose iheir government. 

Almost similar was the case t'f the only 
other popular revolution in the 2()th century 
- the revolution in Iran. There also, the 
background to that revolution was a notion 
of equity, different from the Marxist or the 
western liberal notions, but a separate and 
self-consistent notion nodoubt. And again, 
that revolution failed because of its position 
against the principles of individual and 
political freedom which disaffected most 
of the population. 

Can we build up a cause in our countries 
that can unite all the downtrodden and 


disaffected people suffering from specific 
grievances, economic and political 
deprivations and inequalities, as well as 
social and cultural injustices, around a 
concept of freedom, equity and justice? 
Ixt us not have a grand theory to explain 
all the problems ol the economy and 
society. Nor do we need one general and 
overriding answer or approach or plan to 
solve all these problems. Speci fie situations 
need specific approaches. Each problem 
has to be solved in its own way. But there 
has to be one cau.se which may unite all 
the groups and one platform on which all 
those who are deprived, downtrodden and 
vulnerable can combi ne to gi ve expression 
to their anguish and fury. 1 submit that 
cause can again be the championing of 
human rights, the cause of freedom, justice 
and equity which every individual has the 
right to claim by virtue of his identity as 
a human being And elaborating that cause, 
we have the new theory that propounds 
the principle, die right to development is 
a human right, where deveUrpment means 
economic growth with freedom, equity 
and ju.stice. 

Indeed the right to development, which 
was adopted by a uni vensal declaration by 
the United Nations in 1986 and approved 
by a general consensus at Vienna in 1993 
was a qualitative leap forward over the 
Universal Declaration of Human Right 
adopted more than 50 years ago. That first 
declaration was the outcome of a long 
drawn out international movement of 
human rights where freedom from want 
was one of the four i undamcnial freedoms 
that all human beings were entitled to 
claim. The Universal Declaration was 
expected to be followed by the enactment 
of one covenant incorporating all civil and 
political rights as well as economic, .social 
and cultural rights, reflecting the vision 
of the original champions of the human 
rights movement. The rise of the cold war 
disrupted that process and we had two 
separate covenants, one on civil and 
political rights, and the other on economic, 
social and cultui al rights, which gave these 
rights the sanctions of an international 
treaty. All this is history, but it is worth 
recounting, because with the adoption of 
the right to development, the two covenants 
have in effect been integrated and we are 
back where we had started from. Economic, 
social and cultural rights (ESCR) can no 
longer be seen in isolation from civil and 
political rights (CPR). They are not only 
interrelated but arc actually integrated. A 
violation of ESCR would be regarded as 
a violation of CPR and vice versa. 

For a long time the developing country 
repre.sentatives were saying that there 
cannot be any fulfilment of civil and 
political rights without development, by 
which they meant the fulfilment of 


economic, social and cultural rights - an 
improvement of the standards of living 
and the .security of jobs, food, shelter, 
health, education and social insurance. 
When they accepted the right to 
development, they recognised that these 
economic, social and cultural rights cannot 
be realised without political freedom or 
civil and political rights. There is a prtKess 
of development with equity and justice 
where all freedoms of expanding 
opportunity and cho'ce and fulfilling the 
rights are realised. Every person is entitled 
to that priKcss of development as an in¬ 
alienable human right (see the Declaration 
on the Right to Development, United 
Nations, 1986; and the Report of the 
independent expert, op cit). 

What IS even more important is that the 
right to development also specifics the 
way in which these rights have to be exer- 
ci.sed - through transparency, account¬ 
ability, effective participation and equality 
of access. So the economic, social and 
cultural rights which are now an integral 
element of the right to development must 
also be exercised in the same way. All 
programmes of action for implementing 
these rights must be transparent, with every 
beneficiary and every participant .seeing 
fully who* is doing what, and who is 
benefiting how from ;he programme, and 
who is sharing the cost and to what extent. 
All the orogrummcs and their executors 
and beneficiaries must be accountable for 
the public trust bestowed upon them. Every 
person or agency involved with the 
programme must effectively and fully 
participate in the design and execution of 
the programmes. At no point, cun the 
programme be seen as imposed on any 
group or being denied to anyone else. 
Final.y, of course, both the design and the 
implementation of the programme must 
ensure the equality of access. Any person 
willing to accept the obligations of the 
programme must be able to access the 
services of the programme on an equal 
footing with all others involved. 

In this framework and as an agency of 
executing public action that is behind 
converting public sentiment into pro¬ 
grammes of change, civil society organis¬ 
ations and NGDs are going to be major 
instruments. The NGOs or non-govern¬ 
mental organisations are the generic terms 
u.sedlorcivil society organi.sations working 
on different issues for different interest 
groups separately or in combination. They 
play the role of activists, executing 
programmes and delivering services and 
also as the mobili.sers of opinions, aware¬ 
ness and support of the people concerned 
with and affected by social, economic and 
political problems. 

The NGOs, by virtue of their being civil 
society organisations functioning us non- 
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profit voluntary agencies, have in this 
context a historic role to play, which 
political parties as organs of the state, 
trying to wield political power cannot 
always play. The NGOs can organise the 
people affected by specific deprivations 
into a national movement in terms of a 
unifying cause, cutting across the different 
interest groups. This is a difficult task, 
because the NGOs cannot become political 
parties or form alliances of interest groups 
to capture political power. But they can 
create the con.sciousncss by articulating 
the grievances, upholding the rights, 
encountering the adversaries or even 
helping in delivering the programmes for 
redressing the problems, linking the 
separate individual causes together into a 
broad uniting platform so that all the 
angui.sh from specific depri vation becomes 
an overriding fury. It is not necessary that 
such fury finds its expression in revolu¬ 
tionary violence. But in democracies, that 
fury may take the form of intense pressure 
from diverse interest groups for the state 
machinery to act and the civil society to 
change. Dislodging the vested interests 
which have thrived in the systems that 
have perpetrated the deprivations for such 
a long time is almost a revolutionary task, 
but it can be achieved in a democracy 
without anj violent uprise, if the pressure 
for change becomes overwhelming. The 
NGOs have much to contribute in the 
building up of that pressure. To act as 
agents of social change, the NGOs may 
have to adjust their behaviour significantly 
from the role that many of them currently 
play as the .so-called 'development NGOs’ 
as agents to deliver the programmes 
supported by international agencies and 
national governments. They may not be 
a part of the political machinery, but they 
have to be involved with generating 
political consciousness, because no 
enduring social change will be possible 
without that. Keeping these identities 
separate would be difficult, but in that 
would lie the strength of the NGOs with 
the image of disinterest in political power 
but dedicated to social change. They can 
still act as agents for delivering develop¬ 
ment, but with the full participation of 
the beneficiaries with transparency and 
accountability and for programmes to 
promote equity and social Justice. With 
the new approach to the right to develop¬ 
ment, agencies for development arc 
also agencies for human rights, play¬ 
ing both the roles of activism and of 
advocacy. 

The single most important violation of 
economic, social and cultural rights and 
so also of the right to development is 
poverty, and eradication of that is no doubt 
the firstaim of realising those fundamental 
rights. In a sense, poverty is an all- 


encompassing term that encapsulates the 
violation of most of the economic, social 
and cultural rights and of human dignity, 
which is the basis of all human rights. Any 
agency involved in delivering and pro¬ 
tecting human rights must naturally try to 
eradicate poverty in the most effective 
way. 

As a first approximation, poverty is 
defined in terms of a benchmark standard 
of living represented by an index of con- 
.sumption expenditure or income, and 
anyone having income or expenditures 
below that benchmark is taken as poor. 
There arc national poverty lines where the 
benchmarks refer to national expenditure 
baskets. There are also international 
benchmarks, such as $1 per day that is 
used by the World Bank for almost all 
developing countries. The number of 
persons below the poverty lines of di fferent 
countries is periodically published which 
shows that the incidence of poverty is 
highest in south Asia and sub-Saharan 
Africa. 

But this income/expenditure definition 
of poverty does not capture all the de¬ 
bilitating effects of poverty. The poor 
people are al.so undernourished, unhealthy 
with low life expectation, illiterate or 
poorly educated, with very little capability 
of improvement. They arc also mostly 
unemployed with very little dignity left 
as individuals. In other words the poor 
people tend to remain poor. An anti-poverty 
approach must aim at removing all these 
incapacity, so that poverty eradication 
or even reduction can be sustained (sec 
the Human Development Reports of 
the UNDP, published yearly; and also 
Mahbub ul Huq, Reflections on Human 
Development, 1995, Oxford University 
Press). 

Most government policies, which arc 
genuinely aimed at poverty eradication, 
would try first to raise the rate of growth 
of GDP and then prevent deterioration in 
the income distribution. GDP must grow 
faster than population, so that per capita 
income and consumption can rise, and if 
income distribution does not deteriorate 
and become more skewed, the class of 
people below the income (or expenditure) 
poverty lines will improve their levels 
of living leading to a fall in this level 
of absolute, though not relative poverty. 
But it is difficult for the government 
to achieve such high growth without 
deteriorating income distribution, if the 
civil society organisations, do not remain 
vigilant and mobilise oressure groups 
and agitations that prevent the growth 
of monopoly rents or activities that 
enrich the already rich. Without any non¬ 
governmental pressures for intervention, 
market forces would make the rich richer, 
and the governments usually would not 


prevent the distributional deterioration. 
The NGOs can promote development 
maximising strategies moderating the 
market propelled purely GDP-raising 
activities. In other words, NGOs may have 
to play the role of keeping the government 
policies strictly on track of egalitarian 
income distribution. 

The governments often ti^ to supplement 
the incomes or consumption of the poor 
through specific policies that benefits the 
poor more than the rich. These are done 
through, (a) special supply of concessional 
foodgrains at subsidised prices to the 
targeted group of people who were known 
as poor, undernourished, unemployed and 
underprivileged, and (b) adoption of .special 
programmes for income generation among 
the relatively poor. In both the cases the 
governments would badly need the help 
of the NGOs. 

On specially targeted foodgrains 
distribution, the government would very 
much depend upon the NGOs- their ability 
to find methods of identifying the poor and 
help the governments to deliver the 
foodgrains to the genuinely poor with the 
least wastages in their amounts. The fact 
that the NGOs are not a part of the adminis¬ 
tration machinery would give them an 
image of impartiality which the local 
government agencies connected with local 
pressure groups may not have. 

On adoption of special programmes, 
again the NGOs have the special advantage 
of the knowledge of local conditions, not 
^nly to design the programmes better but 
also monitor them effectively. The leakages 
in the employment generation schemes, or 
public works programmes, or special 
schemes of midday meals for children and 
nourishment of lactating mothers or 
deprived women members of the families 
can be effectively plugged only with the 
help of the NGOs. 

Even for poverty eradication as for the 
general aim of delivering human rights, 
the greatest contribution that the NGOs 
can make is to spread consciousness. 
Individuals in all walks of life must become 
conscious of their rights - and once they 
are, half the battle is won. People must be 
able to claim their rights and make the 
governments meet their obligations. 

I'hc original proponents of humanrights, 
both during the American and the French 
revolutions, declared that if the govern¬ 
ments cannot deliver those fundamental 
rights, they have no business to govern and 
people have the right to throw them out. 
It is only when people can assert their right 
in such a way that things start to change. 
The NGOs have the responsibility of 
making the people conscious of their rights 
and translate their fury against the non- 
fulfilment of those rights into effective 
public action. 
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The Bomb; Debates in Pakistan 
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THE Kargil war between India and 
Pakistan dramatised the fact that the two 
countries now live under the shadow of 
nuclear weapons. When Pakistan attacked 
India in 1965, after having sent in 
irregulars’ into the Indian part of Kashmir, 
India retaliated by crossing the border in 
Punjab and Rajasthan. The Indian army 
somewhat unexpectedly found itself at the 
doorsteps of Lahore. Under pressure, the 
Pakistani army had to restrict its operations 
along the line of control (LoC) and save 
Lahore. In the summer of 1999, retaliating 
to'relieve the pressure on Kargil was no 
longer a serious option for New Delhi. 
Confronted by the possibility that Pakistan 
might use nuclear weapons todefend itself, 
India was in no position to do what it had 
so successfully done in 1965. 

Pakishm and the Bomb, edited by Samina 
Ahmed and David Cortright, is a very 
useful and timely book in this context. It 
is not a history of the Pakistan nuclear, 
weapons programme. It is more than that. 
Like its counteqrart, India and the Bomb: 
Public Opinion and Nuclear Choices, 
edited by David Cortright and Amitabh 
Mattoo (Notre Dame University Press, 

1996) it does two interesting things: first, 
it presents the results and analysis of a 
public opinion poll on nuclear policy; and 
second, it supports this with four chapters 
which look in some depth at the various 
nuclear choices before the country Oddly, 
this kind of book has never been done 
before. No one. before these two volumes 
were published, had thought of a book that 
combined opinion data with analyses of 
the pros and cons of the various nuclear 
policy options before the two societies. 
The two books are almost identical in 
format. The Indian book appeared in 1996. 
The Pakistani book was written before the 
Pokhran II and Chagai blasts but appeared 
shortly thereafter. Both efforts were 
brought out under the auspices of the Notre 
Dame Studies on International Peace of 
the Joan B Kroc Institute for International 
Peace Studies, University of Notre Dame. 

This review is divided into two parts: 
the first deals with the public opinion data 
on Pakistani nuc>car choices; the second 
attempts to assess the four accompanying 


analytical es.says. 1 deal with the essays 
at some length because, after Kargil, it is 
vital that we in India get a sense of the 
length and breadth of the Pakistani nuclear 
debate. 

Pakistani and Indian Opinion on 
N tiei.hAR Policy 

The first thing that is striking about the 
Pakistani poll results is that they are 
virtually identical to the Indian survey on 
a number of questions. For instance, the 
supporters of official policy in Pakistan, 
those who supported the so-called 
’ambiguity’ option, were 61 per cent. 
Nuclear advocates, those who supported 
weaponisalion, were 32 per cent. And 
nuclear opponents were 6 per cent. The 
figures in the Indian case were 57 percent, 
33 per cent and 8 per cent respectively. 
The rating of the nuclear issue vis-a-vis 
other social issues also shows a similarity. 
In Pakistan, it was ranked fifth after 
economic stability, Kashmir, ethnic and 
religious conflict. Afghan refugees 
presence; in India, it was ranked seventh, 
after communalism, poverty, economic 
stability, terrorism, Kashmir and GATT. 
In both Pakistan and India, about 20 per 
cent of the respondents said that 
information on nuclear issues was neither 
easy nor difficult to get. And 77 per cent 
in Pakistan and 67 per cent in India said 
information was not easy’ to get or 
‘difficult’ to ‘almost impossible’ to get. 
In both countries, 7 per cent said that they 
had never really paid any attention to their 
country’s nuclear policy. Those who were 
‘well informed’ or informed ‘just enough’ 
about nuclear policy constituted 87 per 
cent and 72 per cent of the sample, 
respectively. The vast majority of 
respondents, not surprisingly, replied that 
they had little or no influence on nuclear 
policy (93 per cent in Pakistan and 83 per 
cent in India). There was huge support for 
civilian nuclear energy - 94 per cent in 
Pakistan and 87 per cent in India. 
Interestingly, in both countries there was 
also solid support for an international 
agreement to eliminate nuclear weapons. 
In Pakistan, 97 per cent ‘totally’ support 
and ‘support to some extent’ an 


international elimination agreement. In 
India, the corresponding figure is 94 per 
cent. 

Having said that there were a number 
of striking similarities, there were also key 
differences among the two sets of opinions. 
In Pakistan, 80 per cent of the sample 
considered the nuclear issue ‘very 
important’ (even though they ranked it 
fifth among a list of social issues). In India, 
only 41 per ceiit said the same thing. All 
of those who opposed nuclear weapons in 
Pakistan thought the issue ‘very important’. 
In India, the corresponding figure was 
only 40 per cent. This suggests perhaps 
that Pakistani opponents of the bomb are 
fur more concerned about full-blown 
nuclearisation than Indian opponents. 
.Some 20 per cent in Pakistan thought 
information on nuclear issues was 
impossible to get. Only 6 per cent of the 
Indian sample thought so. This may well 
reflect the relative openness of the Indian 
political system. A striking difference 
related to the benefits of nuclear energy. 
In Pakistan, only 23 per cent thought that 
the bcncfUs of civilian nuclear energy 
outweigh its costs. In India, 60 per cent 
thought so. In other words Indians were 
about three times as optimistic about the 
benefits of civilian nuclear energy. 
Similarly, 92 per cent of the Pakistani 
sample felt that a civilian nuclear energy 
programme had ‘high’ environmental 
costs. Only 60 per cent of Indians felt the 
same way. 

Getting to the issue of nuclear weapons 
more directly, only 3 percent of those who 
supported a policy of nuclear ambiguity 
(neither testing nor giving up the nuclear 
option) replied that Pakistan could never 
give up the bomb. Amongst those who 
supported weaponisation, no one thought 
that Pakistan could not give up the bomb 
under any circumstance! In India, though, 
renunciation of the bomb was thought to 
be far less plausible. About 18 per cent 
of the ambiguity group thoughtlndiacould 
never give up the bomb and 33 per cent 
of the pro-bomb group also replied that 
India could never renounce the bomb. 
Amongst ambiguity and pro-bomb 
supporters in Pakistan, over 90 per cent 
supported signing the NH' if India did so. 
No one would countenance unilateral 
renunciation in these two groups. In India, 
only 35 percent of the ambiguity supporters 
and 31 per cent of the pro-bomb would 
support signing the NIT if Pakistan signed. 
This, clearly, reflects the traditional Indian 
stand against the treaty. But, oddly, in the 
Indian case, 17 per cent of the ambiguity 
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group and 16 per cent of the pro-bomb 
group would sign it unilutcrully! Less than 
10 percent of the ambiguity and pro-bomb 
group in Pakistan totally reject the NPT. 
In India, the figures arc much higher: 49 
per cent and 52 per cent, respectively. 

One of the most telling differences is 
of course on the issue of nuclear weapons 
motivations. All of the pro-bomb group 
in Puki.stan .said that their country should 
develop the bomb against threats from 
India. No other threat warranted nuclear 
weapons. In India, the picture, expectedly, 
was different. Amongst the pro-bomb 
group, 57 percent thought the bomb should 
be for threats from ‘nuclear Pakistan’. 
Forty-nine per cent thought that it wtiuld 
improve India’s bargaining power in the 
world, and 58 per cent thought it would 
enhance India’s status. Interestingly, only 
20 per cent saw the bomb in relation to 
a threat from China. The Indo-centric 
nature of Pakistan’s nuclear concerns is 
revealed also by the fact that 96 per cent 
of the pro-bomb group thought that 
Pakistan needed to develop a nuclear 
arsenal “capable of striking only India'' 
(emphasismine).In India,only I2pcrcent 
of the pro-bomb group supported the 
development of an arsenal “capable of 
striking onl\ l^ikistan" (emphasis mine). 
Thirty-live percent of the Indians wanted 
the capability to strike till nuclear powers 
and .54 per cent wanted to develop all the 
components of the bomb but not actually 
assemble the devices. 

Finally, Pakistanis and Indians differed 
on the issue of when their country could 
actually use the bomb. Pakistanis could 
only countenance using the bomb against 
India and in two circumstances - if India 
were about to attack across the border (98 
per cent) and if India were to intervene 
across the LoC (77 per cent). In light of 
Kargil, and the call by some in India to 
cross the bordci ur LoC to relieve the 
military pressure, this finding a.s.sumcs 
some importance. By contrast, m Inilia, 
only 3.5 per cent thought that India could 
use nuclcai weapons if Pakistan were 
“about to take over Kashmir”. Twenty- 
three pet cent thought India could use 
nuclear weapons “if China were about to 
overwhelm India militarily”. And 27 per 
cent could countenance its being used 
“ifaU,S-led military coalttion...wcre to 
intervene militarily”. China is, interest¬ 
ingly, at the bottom of the list in terms of 
who the bomb could be used against. But 
the key difference is that only about one- 
third of the Indian sample thought nuclear 
weapons could ever be used, whereas 
virtually every Pakistani thought it was 
u.sablc - and against India. Forty-four per 


cent of the Indian sample said India could 
never u.se the bomb; only 1 per cent of 
Pakistanis said that. 

I pre.sent these figures crudely and with 
no great comment as to their validity and 
overall meaning. It is worth noting that 
trained pollsters who spent up to 30 minutes 
with the respondents carried out both polls. 
They polled 1,000 ‘elites’ in eight cities 
in Pakistan and .seven cities in India. These 
are not rural, ordinary folks or small to 
medium town dwellers giving their 
opinion. The polls do not necessarily tell 
the whole story about public opinion, 
therefore, but until we get something larger 
atid more variegated, these results do tell 
us something more than we knew before. 

If I had a criticism of the Ahmed and 
Cortright essay at the beginning of the 
book, that attempts to sumtnari.se and 
interpret the Findings of the Pakistani poll, 
it is that it did not do what I have only 
very summarily done here, namely, to 
contrast and compare the Pakistani and 
Indian cases. For instance, if these views 
are at all repre.scntalive, then the findings 
may well have implications for future India- 
Pakistan conflicts and the whole issue of 
deterrence and how it may or may not 
work in the subcontinent. Thus, it .seems 
clear that any attempt by India to cro.ss into 
Pakistan militarily could lead to a nuclear 
strikeagainstcithcrourforcesorourcitics. 
The reverse does not seem as true. Indians 
seem reluctant to sanction nuclear use 
against a Pakistani incursion. Is this because 
Indians .see this as not a very likely 
possibility? Or because there is a sense 
that India cun beat Pakistani forces buck 
without nuclear weapons? Or is there a 
greater reluctance in India to actually use 
nuclear weapons? 

In the Cortright and Mattoo volume on 
India, the nuclear choices before India (in 
1996) were; the-then dominant preference, 
namely, ambiguity; nuclear abstinence (or 
renunciation); capping or freezing nuclear 
capabi lit ies; and overt weaponisation. The 
Ahmed and Cortright volume on Pakistan 
divide up the choices before Pakistan the 
same way. At the outset, I.should say that 
these are all high quality essays and are 
both informative and analytically 
rewarding. If 1 had to pick the prize 
offerings, though, they would be the es.says 
by Zia Mian and Pervez Hoodbhoy. 

I he first essay, on ambiguity, is by 
Zahid Hussain, a leading Pakistani 
journalist specialising on defence and 
security i.ssues. This essay was supposed 
to present the ambiguity case for Pakistan. 
It is, in essence though, a very solid recap 
of Pakistan's nuclear history from 1970 
onwards. The story is a fairly standard 


account of the development of the nuclear 
programme in this period. A good bit of 
the information is available in other works 
such as Ashok Kapur’s Paitis/aR 'sNuclear 
Development (Croom Helm, London, 
1987); but Hussain brings the history up 
to 1996 when Pakistan followed India’s 
lead in rejecting the CTBT. Anyone who 
wants a quick overview of the Pakistani 
programme up to the CTBT can read 
Hussain along with the Ahmed and 
Cortright e.ssay on the weaponisation 
option, the final essay in the book, with 
profit. 

Three rather interesting points are worth 
noting in Hussain’s recounting of this 
period. Hie first is his contention that 
Pakistan’s defeat in 1971, India’s Pokhran 
test of 1974, and the 1984 scare to the 
effect that India was planning a pre-emptive 
attack on Kahuta were key milestones in 
Pakistan’s determination to develop the 
weapons option. .Also important though 
was the 1973 oil crisis, which suggested 
to Pakistani decision-makers that nuclear 
energy was a key alternative to oil. That 
Pakistan seriously considered the nuclear 
programme in terms of civilian applications 
is a controversial claim. Most Indian 
analysts, for instance, arc convinced that 
the Pakistani nuclear programme has no 
motive other than a military one, against 
India. 

A second point of intere.st in Hussain’s 
history is confirmation of a point that 
fhdians have often made, namely, that the 
various offers from Pakistan in the 1980s 
on some sort of a bilateral nuclear deal 
were bluff and propaganda. Pakistan, it 
will be recalled, had offered to accede to 
the Nl’T with India, to accept full-scope 
safeguards along with India, to construct 
a bilateral inspections regime, and to sign 
a regional or bilateral test ban treaty. 
Hussain notes that Pakistan made the offers 
knowing India would reject them all out 
of hand (p 36). 

The third point of interest is his claim 
that Pakistani decision-makers have seen 
in the bomb a shield against an Indian 
conventional military attack. He cites 
Nawaz Sharifs statement, during a visit 
to Kashmir in 1994, to the effect that 
Pakistan would use its nuclear capability 
to protect its interest in the contested state. 
This is a point that is repeated and elabor¬ 
ated upon by Pervez Hoodbhoy. I mark 
it because of course one can see that the 
Kargil crisis in a sense grows out of the 
May 1998 tests and Pakistan's subsequent 
confidence that it finally possessed the 
Great Equaliser, no ifs or buts. 

There are two disappointments in the 
essay. First, Hussain has nothing to say. 
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except in passing, about a crucial part of 
Pakistan’s nuclear history, namely, the 
Pakistan-China nexus on nuclear 
technology. He deals with the issue in two 
sentences (p 35) and merely notes that, 
according to the US state department, there 
is evidence that Beijing did indeed help 
China. As western sources of nuclear- 
related technology dried up, China 
apparently moved in. Why the Chinese 
helped Pakistan is not addressed by 
Hussain. And yet, over 50 years, one im¬ 
portant thing we have learned is that no 
nuclear power has gone out of its way to 
help even anally attain nuclear capability. 
Why have the Chinese been different? 
What were their calculations? Is it credible 
that Beijing simply wanted to ‘balance’ 
India, us if it could not do so by itself? 
What leverage does Pakistan have in the 
relationship? These arc vital questions 
hi.storicully. 

The second disappointment is more 
important, and it relates to what the essay 
was supposed to do and does not do. It 
was suppo.sed to lay before the reader the 
reasons why ambiguity was Pakistan’s 
preferred option all these years when it is 
clear that, after 1984, the country was 
capable of testing a device. Was there a 
view that ambiguity suffices to deter, as 
some in India were arguing in respect of 
India’s nuclear posture? Was there a .sense 
that restraint was a diplomatic necessity? 
Hussain seems to suggest that this was the 
primaiy concern, but he is not particularly 
crisp on this point. On the other hand, were 
Pakistani capabilities the restraining 
factor? Was Pakistan simply hot ready to 
go nuclear, in terms of llssile material 
stoc)', the engineering of the actual device, 
and so on? In sum, Hussain provides a 
useful overview of Pakistani official policy 
until 19% or so. but does not present a 
very convincing explanation about why 
Pakistan did nut go nuclear earlier. 

RENOtlNriNG NuCl.bAR WEAPONS 

The second essay on nuclear choices in 
the volume is perhaps the most engaging 
and pruvocaiive. I say this not because, 
in the sister volume on India, I wrote the 
comptftiion piece and am therefore a fellow 
traveller intellectually, but bccau.se it is a 
cogently, passionately, and crisply written 
piece. 

Zia presents seven arguments for 
renouncing the bomb. First, the pro-bomb 
deterrence arguments are susceptible to 
moral counterarguments. The basic 
contention against the bomb on this score 
is that since it is immoral to kill millions 
of innocent non-combatants it is also 
immoral to threaten to do so which is what 


deterrence reiits on. This is a staple of the 
moral attack on deterrence but it rarely 
gets mentioned - I did not mention it in 
my chapter - in south Asia and is therefore 
an important reminder. Second, the 
consequences of nuclear use are indeed 
horrific, Zia points out, and renunciation 
can be justified on this basis alone. He 
drives his point home by citing two Indian 
scholars, S Rashid Naim (presently at 
Georgia State University in Atlanta) and 
M V Ramana (presently at Princeton 
University), both of whom have estimated 
what a nuclear attack would do to south 
Asian cities. 

Zia’s third argument against the bomb 
is that the bomb kills, maims and hurts, 
even when it is not used. The health damage 
to those working in nuclear plants and to 
those who mine and handle the uranium 
is grave, and we in south Asia have no 
real comprehension of the toll it has taken. 
Here Zia cites an incident that most Indians 
will not have heard of, namely, a strike 
at Kahuta in 1996 by 500 workers who 
demanded better pay, compensation, 
medical facilities, and safety measures 
(p 49). The strike was .severe enough that 
it had to be put down by the Pakistani 
government more or less forcibly. The 
construction of the Khushab reactor on the 
river Jhclum is also a risky venture 
environmentally. An accident at Khushab 
would put virtually all of Punjab and .Sind 
at risk (p 50). The fourth argument against 
the bomb relates to the economic costs. 
Zia’sc.siimate is thal$ 1 billion has certainly 
already been spent. If one includes the cost 
of Khushab, of the heavy water plant to 
supply it, and of the reprocessing plant to 
extract the plutonium from the reactor 
fuel, then at current prices one has to add 
another $1 billion in expenses. Hoodbhoy 
puts the figure even higher, at somewhere 
near $4 billion (p 75,77). The opportunity 
co.st, Zia points out, has a social efio t. 
Uneven economic development has led to 
social disintegration on a national scale, 
with one community pitted against the 
other for more of the small and often 
stagnant economic pic. 

This leads Zia on to make a fifth argu¬ 
ment, namely, that the nuclear programme 
has led to a miIitari.sation of Paki.stani 
siKicty. In a section he calls ‘Creating 
Support for the Bomb’, he argues that the 
high degree of support for the bomb along 
with lack of knowledge about nuclear 
matters (as revealed by the opinion pull) 
has been sustained by an indoctrination 
process centred about the villainy of India 
(p 54). That indoctrination begins with the 
school curriculum. Amongst other things, 
Pakistani children, he notes, are "expected 


to ‘collect the pictures of policemen, 
.soldiers, and national guards’” (p 54). 
Along with indoctrination goes mani¬ 
pulation of the media and intimidation of 
those who question the bomb programme 
and who have been involved in track two 
peace efforts with Indian counterparts. All 
this amounts to a massive militarisation 
of Pakistani society that spells danger for 
Pakistanis and fur Indians. 

Even more important in some ways than 
these five arguments, though, is Zia's attack 
against the strategic logic of the bomb. In 
effect, as I tried to do in my companion 
piece, he takes on the pro-bomb wallahs 
on theirownturi’. The first strategic counter¬ 
argument he puts forward is that the bomb 
does not provide defence. If Pakistan’s 
bomb is suppo.sed to deter India’s bomb, 
the prior question is: can India u.se its 
bomb to blackmail Pakistan if Pakistan'did 
not possess the bomb? Zia argues that the 
evidence from the nuclear age is that 
nuclear threats even again.st non-nuclear 
states did not work and, conversely, that 
even when bith the US and .Soviet Union 
were at pai in nuclear terms it did not stop 
one or the other from using nuclear threats 
(p 57). Ifi die lndia;Pakislan context, he 
notes that India, after 1974, could have 
resorted to nuclear threats but did not do 
.so. If nuclear weapons can’t be u.sed for 
or prevent nuclear blackmail, what cun 
they do? Deter? F.ven this, Zia notes, is 
hard to prove; did nuclear weapons deter 
each other in the cold war and keep the 
peace, or was it the case that neither side 
sought the other’s conquest or destruction? 

The second counterargument Zia makes 
is against the view that nuclear weapons 
can prevent India using its conventional 
forces to invade Pakistan. This implies 
that Pakistan would be prepared to kill 
millions of Indians and that it would be 
prepared in turn to risk massive nuclear 
rctaliaiiun from India. This, he suggests, 
is irrational in any sense of the term 
‘irralionar. In any case, India may be 
tempted to go first in such a situation, and 
Pakistan, realising that India may be 
tempted to do so, would in turn be tempted 
to pre-empt, and so on in an infinite regress. 
This is the logic of ‘pre-empting the pre- 
empter’ which strategic thinkers have 
understood and feared virtually since the 
dawn of the nuclear age. 

In the end, Zia argues that nuclearisation 
is folly and that Pakistan would be best 
.served by giving up nuclear weapons 
unilaterally. I won’t replay his arguments 
about unilateralism here except to say that 
he makes a .strong and reasoned case and 
certainly the most convincing one mounted 
by any Paki.stani, perhaps any south Asian, 
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for giving up nuclear weapons and doing 
so regardless of what the other side does. 

PervezHoodbhoy’ses.say on‘Pakistan’s 
Nuclear Future' is the third essay on nuclear 
choices. Hoodbhoy differs with Zia on the 
political feasibility of renunciation, but it 
is clear enough that that is where his 
sympathies reside. Interestingly, like Zia, 
Hoodbhoy is a nuclear physicist and arms 
control expen. 

Hoodbhoy, first of all, probes Pakistani 
motivations for the bomb. The first 
motivation is deterrence. Hoodbhoy is 
sceptical about the Pakistani detcncncc 
argument for at least three rea.sons. For 
one thing, India cannot seriously want to 
undo partition and therefore has no reason 
to conquer Pakistan. Second, occupation 
of Pakistan after a military defeat in war 
is not a possibility given the limits on 
Indian military power. Finally, not every 
relatively weak power seeks the bomb as 
an equaliser. 

Pakistani motives therefore go deeper, 
and here Hoodbhoy sees three lines of 
reasoning for the bomb. First of all, there 
is, as hinted at by Hussain, the nuclear 
shield doctrine according to which Pakistan 
can conti nue to provide support to Kashmiri 
militants secure in the knowledge that a 
retaliatory invasion by India is ruled out 
given Pakistani nuclear capabilities. In the 
wake of Kargil, we should note 
Hoodbhoy’s statement to the effect that 
“The ‘nuclear shield’ logic is now a de 
facto clement of Pakistani policy even if 
it has never been officially articulated" 
(p 71). Hoodbhoy suggests that the so- 
called lyyOcrisis confirmed for Pakistanis 
the value of the nuclear shield. The sectmd 
deeper motive for the bomb is “more 
psychological” (p 72). As Pakistanis have 
grown more pessimistic about their 
country’s future and as processes and 
in.stitutions of governance have decayed, 
a crisis of self-confidence has set in - to 
the point that “More and more Pakistanis 
in the F.nglish language press ask what was 
gamed frem partition..." (p 73) In this 
situation, the bomb gives Pakistanis 
comfort. The third factor behind the bomb 
is the military’s dominance in Pakistani 
decision-making. The military, as other 
militaries, wants the biggest weapons 
available. Their control over strategic 
issues has meant that the nuclear weapons 
programme is beyond questioning. 

The con.sequences of the bomb option 
worry Hoodbhoy who is not (icrsuadcd 
that a small arsenal will suffice. There will 
be a tendency, given the three imperatives 
he outlines, for the numbers to grow. The 
economic costs of the bomb will be 
enormous for a country that is aheady in 


horrendous economic shape. This is 
particularly so because the ‘ancillary’ costs 
will beextremely high. He reminds us here 
of US estimates that the actual warheads 
accounted foramereSpercent of American 
defence expenditures after the second 
world war. The bulk of the spending went 
into delivery vehicles and command and 
control! Beyond the economic costs are 
two other costs that will eventually affect 
the nuclear programme itself. First, with 
economic strain, even collapse, Pakistani 
society and politics will tend towards 
implo.sion (rather like the Soviet Union). 
Second, the economic burden will have 
the ironic effect of draining the very talent 
needed to develop the bomb programme 
to its next level, that of bigger and more 
efficient bombs. Thus, Hoodbhoy argues 
that defence spending has .seriously hurt 
the country’s higher education system, 
and it will not be possible to train enough 
high quality scientists for the next genera¬ 
tion of the bomb programme. Hoodbhoy 
presents an interesting dialectic. The more 
money the army and government put into 
defence including the nuclear programme, 
the more they beggar education. The more 
they beggar education, the less likely they 
are to produce the talent that can take the 
nuclear programme forward. 

If rollback and renunciation are 
politically infeasible options, what can be 


done? Hoodbhoy argues that a number of 
relatively small steps can be taken to reduce 
tensions between India and Pakistan. The 
big steps - signing the NPT, a South Asian 
Nuclear Weapons Free Zone, a fissile 
materials cut-off - are fraught with 
difficulties. India will not sign the first 
two, and Pakistan has problems with the 
cut-off. Contrary to the standard Pakistani 
position, Hoodbhoy endorses the idea of 
a no first use policy, arguing that since 
Pakistan cannot rationally use nuclear 
weapons against India (because Indian 
retaliation will destroy Pakistan), a no first 
use agreement could reduce tensions and 
bring India to the bargaining table. India 
of course has formally tabled the idea of 
a no first use agreement (at Uahore). More 
importantly, Hoodbhoy believes that a 
treaty banning the production of tritium 
- which is a booster in fission bombs and 
is therefore also u.sed in fusion devices 
(becau.se boosted fission bombs trigger 
the fusion process) - would be a good and 
modest beginning to get serious nuclear 
talks going, to prevent an escalation of the 
arms race, and to build confidence. 

Hoodbhoy’s essay is a very sober, 
realistic intervention and not just for 
Pakistanis. Many of his judgments about 
the motives, dynamics, limits, and political 
problems associated with the bomb apply 
to India as well, though perhaps not in 
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^ual measure. Having said that, parts of 
.he essay seem to have been overtaken by 
;vents. For instance, Hoodbhoy seems 
pessimistic about the chances of Pakistan 
signing the CTBT. Clearly, after the Chagai 
lests, Islamabad’s reluctance may have 
changed. So, also, he argues that signing 
1 fissile materials cut-off will be difficult 
for Pakistan. Is this true after Chagai, 
particularly now that India has shown an 
interest in taking the cut-off treaty 
negotiations more seriously? Hoodbhoy 
nrgues for a no first u.se agreement in south 
Asia, but Pakistani opposition to the idea 
itill seems very strong, in the wake of 
Chagai. As for a tritium treaty with India, 
this will run into the problem that there 
IS growing interest in India in having the 
full range of nuclear weaponry right up 
;o the fusion bomb, in which case tritium 
arill become more, not less, important. 
Thus, post May 1998, India and Pakistan 
nay be in a position to go further on some 
hings than Hoodbhoy envisaged in his 
:ssay and less far on others - both could 
iign the CTBT and eventually a cut-off 
5Ut not be able to agree to a tritium treaty. 

Going Nocleak 

The final essay, by Ahmed and Cortrighl, 
:xamines the weaponisation option for 
Pakistan. The chapter sets the Pakistani 
luclcar programme, briefly, in historical 
rontext and examines also very briefly 
Pakistani motives for the bomb. This pari 
if the essay mostly covers well known 
’round. Where it is more useful, indeed 
irophetic, is in its assessments of the 
;onsequences of going nuclear. 

Ahmed and Cortright basically argue 
hat Pakistan would complicate its strategic 
iituation vis-a-vis India by going nuclear 
md that it would face a number of rather 
lerious external pressures particularly in 
ight of its economic difficulties. With the 
3omb, it would be tempting for Pakistanis 
o think that they are more secure, as the 
jro-bomb lobby argues, but in fact a 
lumber of serious problems will ari.se. 
Any attempt to use the bomb against India 
ivould encounter the problem that India 
tas a much larger arsenal and that it is 
nuch harder for Pakistan to target India’s 
nore distant cities and value targets, 
ivhereas the reverse is not true. Second, 
given Pakistan’s limited size, India may 
oe able to think in terms of a first strike 
against Pakistan. Third, given the proximity 
}f the two countries, early warning in the 
India-Pakistan case will be very limited. 
Accidental orinadveitent war will therefore 
X a more serious danger here than in US- 
Ikiviet interactions in the cold war. This 
iroblem will be compounded by the fact 


that with the military’s dominance, 
Pakistan’s command and control may not 
be in the hands of its civilian leadership, 
thus complicating the question of who has 
his or her hand on the button. How much, 
confidence India can have in Pakistan's 
command and control is questionable. If 
it lacks confidence in Pakistan’s command 
and control, it may have to move towards 
more risky postures itself. 

Ahmed and Cortright illustrate the 
potential seriousness of command and 
control problems by recounting the Ojheri 
incident on April 10, 1988 when an am¬ 
munition dump blew up near Rawalpindi 
and Islamabad and. crucially, not far from 
Kahuta, Pakistan's main nuclear uranium 
processing facility. In the ensuing 
confusion, it was widely rumoured that an 
Indian attack was underway. Had Kahuta 
been damaged, there would have been 
fallout, but more seriously there was the 
danger that Pakistan, in momentary 
ignorance of the real cau.se of the explosion 
could have attributed the blast to an Indian 
pre-emptive strike. If so, it might have 
prepared to carry out a retaliatory strike. 
India, sensing that Pakistan might be doing 
so, could well have begun preparations for 
the very pre-emptive strike that it was 
suspected of already having attempted. At 
that point, India and Pakistan would have 
been caught in a terrible, escalating vortex. 

If Pakistan went nuclear, it would have 
to face not only the strategic challenge of 
India, bulal.so the wrath of the international 
community. Here Ahmed and Cortright 
arc prophetic. They suggest that sanctions 
would follow and that this would hurl 
Pakistan more than India. They note also 
that Japan would cut ODA and other 
assistance. The Furopcans too would take 
economic action agains't Pakistan. 
Interestingly, they predict that China's 
reaction to a Pakistani test or to an 
escalation of the conflict in, say, Kashmir 
would be negative. In the aftermath of 
Kargil, we cun sec that their predictions 
were rather accurate. 

Having sketched out the likely course 
of international pressures, they argue that 
sanctions and pressures on Pakistan may 
have the opposite •eaction, namely, of a 
rally round the flag response. Thus, they 
argue that the international community 
should adopt an incentive based strategy 
which empowers democratic forces in civil 
society so that there can be a far more 
comprehensive and far-reaching debate 
on nuclear issues and so that the much 
larger issue of societal security is advanced. 
They also suggest that debt re.scheduling 
might be a powerful incentive in limiting 
Paki.stan’s nuclearisation. 


Ahmed and Cortright are at their 
strongest in the chapter in respect of India- 
Pakistan dynamics in an overt nuclear 
situation and the international reper- 
cu.ssions of going nuclear. As noted, they 
arc prophetic on the reactions of the 
external powers to Pakistan’s nuclear 
tests. Where the chapter is not so 
satisfactory is in portraying the motives 
for nuclearisation. The arguments of 
the pro-bomb lobby are rather too sum¬ 
marily treated. For instance, it would have 
been interesting to lay bare some of the 
differences amongst the wcaponisers, 
something that Varun Sahni did in the 
Indian volume. Certainly, in India, it is 
clear that, posl-Pokhran 11, there are various 
schools amongst the pro-bomb group. 
Surely something similar must be true for 
Pakistan. 

The other major problem is that Ahmed 
and Cortright’s argument about inter¬ 
national incentives to encourage nuclear 
restraint in Pakistan does not particularly 
convince - or at least it raises as many 
questions us it disposes of It is true that 
an incent i ves strategy aimed at the Pakistani 
military is not a terribly good idea. Incen¬ 
tives forfivil society groups may not be 
quite the answer either though. First of all, 
what is the influence of these groups in 
Pakistan, especially in relation to the 
military that has such power and 
prominence? Second, will the Pakistani 
government allow foreign funding ol, and 
contacts with, groups in civil .society? 
Third, who in civil society should be 
empowered? As in India, there are groups 
that are mere front organisations and others 
that are simply incompetent. Fourth, with 
the May 1998 te.sts and the sub.sequenl 
dialogues with Pakistan, a more traditional 
staie-to-state policy may be both quicker 
and more effective: encouraging Pakistan 
down the road of the CTBT and fissile cut¬ 
off may do more for restraint than civil 
society empowermci.l. 

Pakistan and the Bomb is indispensable 
reading in the. aftermath of Kargil. There 
is no book in recent memory, as far us I 
am aware, that is quite as informative, 
rea.soned, de.scriptively rich and analy¬ 
tically rigorous on Pakistani nuclear 
thinking and choices as this slim volume. 
Unfortunately, the book is not yet widely 
aval lable in India. My review has therefore 
departed from the usual length and style 
of such pieces and taken the liberty of 
presenting in some detail the major 
arguments and findings of the volume. 
After the events of this summer, it is 
imperative that we in India get a clearer 
sense of Pakistani debates and concerns 
on such a vital i.ssue. 
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Statement of Shri D.Basu, 
Chairman of the Board of 
Directors of Securities Trading 
Corporation of India Limited at 
the Fifth Annual General 
Meeting of the Company held at 
Mumbai on September 27, 1999. 
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regarded high when compared to thot of 
the preceding year Your Company, like most 
other Primary Dealers, has had to resort to 
RBI's refir'ancc facility pretty much on an 
ongoing hnsis, frequently utilising the costlier 
Level II facility As in last year, the increased 
funding c ost hos not been motched by ony 
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increase in yield m Government d 
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declining despite the high market borre 
piogramme of the Government Yiel 
10 year Government dated spcuntie 
primniy issues declined from 19 per cc 
April 1999 to 1 1 60 per cent inSeptei 
1999 o foil of 40 basis points m o 
five months The continuing strong opi 
(oi Governme-ni Securities onu. 
cnmniprciol bonks ond the msuronce '* 
and un adroit mix of primary issue uu'. 
and private pIcKements with RBl » 
ennfiled the Oovernmenl to tontii!! 
br.)rit.iw (it line rates The interest sp 
eci'Met* by the Lompuny has tlui, been • 
stress than m 1998-99 Dale' 
fTu.neluiy authorities take steps fo euM 
‘.hurt term liquidity t onditions an 
seemingly linked t'-j it*. Exrtiange 
rnuuagemrjnt pr)lic y the pr*ssibilitv ' 
rei ovf. ry Mi sprearl m the t unen* liiuj 
j.'fir •.•'(‘ins a dr.tont passibil'ty rlospiti 
f^pccti'jfion thn* 'he actucii Ic/i 
(.M ive'iinmnt hunowing this yeut w 


FinjiPxi.gLYeflr.J...g.gj 

• Leadership position m Gc 
Bills maintained. 

• Market share . 28% in I 
Market - Highest amongs' 

• Bidding commitments, succ 

• Entry into CPs, CDs arid F 

• Net Profit earned Rs 82 

Financial Yeor 1999 

• 94% and 83% of Annu 
Government Doted Secun 
months. 

• Secondary market outright 
op by 50% over the corre 

• Pre-tax Profit (unaudited) i 
lost year. 


exceed the planned level of Rs 04,OCMi 
Witfi regard to trading profits, roml* 
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' with rise of short term rates As is l.l- 
■ * trading in qills becomes subdued when 
' shoft term interest rotes rise 

Recognising the foregoing shifts -'i 
operoting environment, your Comt 
I ad|usted its biisiness strategy this year 
hos been seeking to boost its trading 
as snreod income by mamtoming a ••' 
inventory of gilts, giving cfosei atten‘i 0 
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EVELOPMENTS IN 
OVERNMENT 
tCURITIES MARKET 

‘'te hove been continued reforms in the 
noy and Government securities markets 
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oduction of interest rate denvat'ves is also 
■ jsitive move os it opens up the feasibility 


of hecigmg interest rate risks It i-, hoped 
that RBI will continue with fuithei relciims of 
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Con icleiqlily Rns<*'ve Brink Uijsiitv. /i^iy 
s.ippv iilor* Ni the 1 rimittuni’y o! V 'iwiry 
I 'ntj'Ois whM h has fr*c«j||f|y iik tnosncl m S'/O 
'•» ' 1 will the (I'jlhi.i i/(}'icn of b n» I’ti' 'fi'y 
Dnfjlf'is Reserve Bonk ficr. iC'fiMf- J till tnm 
(it u"de'wntiiic} fee i r'innnss ««i ii-r.nlilr' ''■» 
P'lmary lic'cjlets cjiui nlsr) thi uqi 'ditv 
‘■.ufjpud '■(henir', porticufcjdy liy 'e'envinu 
the uiu ortainty Uicit pievcnk’d m Uh- past 
ifr'yarcfing tl»e ovriilcib'litv 'd nqi irfi'y 
suppc*it I cim f nnfidnn) that Rh-( n ^e Bank 
will lur'fiei u'line »hese rir'iiugenienK os 
wn*rnnieH by expcrieiu e in r onsulta'u u with 
Primary Dtiuleis flieri* fiie, hiiwr->v<'i still 
some rricj|C>r issues whicn offer ' the 
functioniiuj OMcl'Mol-ii.ly • I Primary L'nalcrs 
und thn.e lequrre to be addressed unjenlly 
One issue relates to sourenfs) and < c/.t of 
funding for Priinory Ueolers Gu-n ttie 
overage yield on assets cumefi m the 
books of Primary Dealers, vu Ireusu'y Bills 
and C^overnmenl doted seruirties tfie only 
sources of cost effect've fundmij that Primary 
Dealers con consider today are ifie r oil 
money market and RBKs refincrice facility 
High cull morujy rates os olso the fiigh rpte 
on RBI's Level II refinance lociliiv cdl^t t the 
viability of the Primary Dealers Bariks ore 
still not cjliowed to lend to Primary Deolers 
below prime lending rates ond this source is 
thus ruled out for funding mventory of 
Government securities As and when repo 
market is further opened up, generolly 
i permitting corporates ond institutions to 
I participate therein. Primary Dealers may be 


able to sourc e cost nffec twe funefs from that 
market Until that hoppens. Pnmnry Dealers 
con only kx>k to RRI foi lowenncj the cost of 
level II rcfinonc f* nnd olso In provide 
oddilionol nssistoiK e to himory Deolers when 
short term rates shoot up loquinrig, in turn 
buying support to gills market 

Tfieotfier important issue is of building up a 
more constiuf live leloiuvistup belween RBI's 
open markL't wmdo* and the Pimitny 
Deolers RBI's Sc kieme of Piunory ()enlers 
itself envisaged favoured o< i ess ‘o open 
market operations b»)ing gisen to Piimoty 
Dealers, this is yet to happen As ci matter of 
foct, RBl's open innrkel oprucjlious hove 
often led tr- a silunlion of c cimpetition lci 
Primniy Dealers Tins and some of the otlier 
issues affectinc] the liusmess r.f Pnmary 
Ltenlers have lecenily boun hiqhlicjlited hy 
tfie (. haiimriu of Ifu- f’nmoiy Dealers' 
Assoc.ia»iOM (jf India ond it is fK'peil Unit 
Reseivf Bank wo’drl ron.ider the 
Assr cintion's sulimissiousfavouial'ly 

DIVERSIFICATION OF BUSINESS 

Lost yecji, I fiucj tom hod upon tlit‘ neerl t<.)i 
COn»panie> like SI*' I In rfivi'r^fy thuu 
octi.ilirs III vit'.v ■ it !li< ll.<< luutii'cj nature r.f 
qihs fiusiness hr eiiterinrj cilhei 'elnlerl areas, 
suf t» as underwiitinq .-iiic! fiuilinri m PSIJ anfl 
lOipofi’le DoiiiJs ijiifJ o'tiui ter* ermiiiq 
busiues, r > beij'ii will' yviu' rMiifivinv hu', 
taken snine >'i N.jl ,t«*ps li • ••nle' the lucirl er*j 
ofPi:, < (I* Hid P' ' h i >t • Biiiid*. VJo are 

iipginriiu j to df/i'lcip u*i< Ui- nishi{i vv.tfi ifie 
l•.SlIl^r^ ond til j/O incidc*' nine ir»vr“.'ini;iit*, u i 

PM I' l )p| br»r'di liotti foi nu: 'iw*l tji )r-k S aiif| 
for tfcjdi' g ! r-^'oe. I |tiiit Uie t oiupony w.!f 
make t',fl|i<*i |.I >.)•»• -.uth.* oieii rfuiHM}th«' 
reniarujei i >' *h* y*** i* ’ w .uid Mu* to mr'riti'm, 
iiowe/ei, Irirj: at pie' '“it iiijrlinq i ind mujiI »*' 
Miok’i.g m flU'Se hoiirfs ii. ol'. hciurjl'iig •'I 

I'liy.n .11 papr-i i lending n» fm|ii • >periitMuial 

risks If lu'iiifentKia,'l■«•lr*lr,re, t< I tcik e I» 
sui f) tiOfisri »ioii*> nr twi*ly wlien pupedess 
UocJing IS 1 itr<>di.ieii in lt*i; ijc'lit mcirkei 
within 'he (lop'-iMtoiy inrxle ns pioposed m 
the lo'.t l)udfje» '.iir^er h c,t the f main e f/nnstei 

ACKNOWLEDGEMENT 

I would ltkc» In r oiuc»y my snu eie tleinl' to 
Roso've Borik of Incfio for thf»if r Cjnslru' live 
diuli>C)’n‘ win, and mipiesl m, die 
r omiiiijnity of P imoiy Deulurs VViflioul 
Resmive flunk's support ond guidaricu, ifie 
institu'ion rif Pnrnury Dealeis in Iridiq w^njld 
not have developed the way it hos witfim 
o penocJ ol tfitee years I wrjuld alsc» like trj 
tliank ( omrnert.iiil rjiid co operative lint'ks, 
oh hidio fincjiic lof nncj investment 
instilid'ons nnc) ocu iiuituol fund emej 
Cr)rpointe lients fr.u thmr business and 
support I wish to end on n nolo of wcimi 
appreciation for tfie r onimiinier*’ and 
teomwork c'l tfie officers ar d stcjlf of the 
Compony during a ddiu ult one! 
challenging yecjr ■■ 


> October 9, 1999 


2929 




Dalit Assertion and Casteist Retaliation 

Edward A Rodrigues 

Broken People: (.'uste Violence against India’s Untouchables by Human Rights 
Watch; New York, 1999; pp 291. 


Tl Hi .“iOth year of India's independence has 
seen seores ol evaluations concerning vari¬ 
ous facets of the nation stale and its subjects. 
In keeping with such a trend, it is both timely 
and relevant that India’s untouchables be¬ 
come the subjects of a critical assessment 
highlighting not only the dark and gruesome 
face, of civil .society in India, hut also, the 
bia.scd and controversial functioning of slate 
institutions in ihcircngagements with India’s 
untouchable population. The report, under 
review, by Human Rights Watch, an inter- 
naticmal human rights agency, explicitly aims 
to provide global visibility for India's dalit 
population, hopefully with a view to bring 
external and internal pressure on the Indian 
stale to respect and protect the rights of 
India's most vtilnerable social group. To that 
extent, this publication would be welcomed 
by supporters of the human rights movement 
both III India and abroad. Yet, much of this 
pressure is being exerted at a lime when 
globalisation is not only heralding the retreat 
ol the slate. I'utalso is iiselfequally a violator 
of human rights, (ilohal capital is olten 
directly or iiidiieetly lesponsible forcxploi- 
lalion and maiginalisation ol many indig¬ 
enous social groupings the world over Th*' 
oppressive :ind inhuman materi;il conditions 
in which these social gioups suivivc are 
olten not very much dilfereni from that laced 
by the dalils in India. It remains to be seen 
to what extent modern stales would heed to 
such iiiiernalional pressures. 

Notwithstanding this scepticism, the re¬ 
port itself is a painstaking compilation of 
evidence based on doeumenialion as well as 
first hand investigation that would be a useliil 
reading for tho.e involved in the dalit 
struggles going on in the country. Assessing 
the dalit situation on a nationwide scale is 
a ditlicult task, and even more .so, is the job 
of compre.ssing all this information in some 
300 pages. Despite these constraints, the 
report succeeds in putting together the 
important facets of atrocities committed 
against dalils. There is a section on dalit 
atrocities m Bihar where the struggle over 
land has pitied 'he landless dalils against 
upper castes landed militias like the Kanvir 
Sena. Likewi.se, there is a section on dalils 
in Tamil Nadu where backward castes like 
the ihevars, nadars and vanniyas engage in 
massacres of pallar and adi-diavida dalits. 
I'hcre are also separate sections dealing with 
dalit lalniur exposing the various ways in 
which the dalils are exploited and oppressed; 
and on dalit women, focusing on their 
victimisation by ways of assault, rape and 
even massacre by uppx'r caste tnen. There 


is also an exclusive section on the recent 
police firing on dalits at Ramabai Ambcdkar 
Nagar, Mumbai. Seen as a whole, these 
.sections of the report read as a succession 
of detailed and often horrifying accounts of 
atrocities committed on dalits in the past few 
years. Kven if most of these atrocities have 
already been publicised by the Indian press 
iind Indian human rights groups, the book 
does occasion a lung hard look at the de¬ 
velopment of Slate and civil society in India 
over the last 50 years. It especially raises the 
pertinent question of the constitutional le¬ 
gitimacy ol the Indian state and its institu¬ 
tions given that so many of them arc deeply 
infested with a feudal and casteist .sensibil¬ 
ity. As the report starkly reveals, violence 
against the dalits is rampant and widespread 
in Indian society, perpetrated by both domi¬ 
nant upper castes and backward castes often 
with the active complicity of .state agencies, 
not to mention the karmic .sensibility of 
mainstream society. It is not surprising then 
that a majority of these atrocities go unno¬ 
ticed and unpunished. 

The loots of the variety of atrocities 
committed against the dalits can be located 
in the changing materiul conditions and the 
tefiisal of the dalils to accept their traditional 
lowest position in the caste hierarchy. By 
asserting their rights for land, minimum 
wages, conliol ol panchayats, a life of dig¬ 
nity and self lespeet, etc, the dalits have 
invoked the wrath ol thedomin.int uppci 
castes who largely control the in.stitiilions of 
state like the police and the judiciary, not 
to mention the tippet caste - upper class 
nexus that manages India's urban and rural 
economy. The evidence of atrocities against 
dalils in Bihai is .symptomatic ol how India's 
upper castes engage in a violent reinforce¬ 
ment of the tradilioniil caste hierarchy, with 
Uttar disregard for the rule of law In a variety 
of situations, the report clearly points out, 
the upper castes, the police, the judiciary and 
the state administration are locked in a 
coalition of intciesis against the dalits. 

In this egard. the report itikcs a critical 
look at the role of the Inditin stale in its 
eoMslitutional role of protecting the rights of 
the dalits. Clearly, it is not the absence of 
laws to protect the untouchables that is a 
problem. The SC/ST prevention of atrocities 
act, 1989, combined with various constitu¬ 
tional provisions for protection of women 
and weaker sections offer ample scope for 
the slate to uphold a just .society. Rather, it 
is the absence of effective implementation 
of these laws that is a glaring dericicncy of 
the state institutions. The role of the police 


in most of the cases has been questionable. 
Whether it is their active collusion with the 
upper caste militias, their reluctance to file 
FIRs when approached by dalit victims, their 
constant resort to torture of arrested dalits, 
or their unwarranted Tiring on dalits - all ca.st 
suspicion on the reliability and impartiality 
of the police in India. The report also mentions 
the play re.sorted to by political parties with 
an anti-dalit agenda to use their mandate to 
bypass laws protecting dalit rights, as was 
the case with the Shiv Sena-BJP government 
in Maharashtra in 1995, when it granted 
amnesty tooffenders in 1,100cases Tiled under 
the SC/ST prevention of Atrocities Act. 

In a situation where every conceivable 
force in the stale and civil stKicty is pitted 
again.st the dalits, it has been the so-called 
extremist naxalitc groups who have often 
come to their help by engaging in violent 
and armed counter offensives against the 
dominant castes and the police as has been 
the case in Bihar and Andhra Pradesh. While 
the report di scounts the need for such counter 
violence, it nevertheless acknowledges tliai 
the naxalite outfits arc equally victims of a 
hostile state, often actively supported by 
armed outills of the dominant castes. In a 
situation, as in Bihar, where the constitu¬ 
tional legitimacy and authority of the state 
has rapidly eroded, it is difficult to imagine 
the dalits succouring justice by appealing to 
the slate. 

In this context, the recommendations made 
by the Hutiiun Rights Wtilch team are trapped 
in a fail accompli thiit would only further 
Jhc regime of an oppressive stiite. By sug¬ 
gesting a whole range of committees to be 
set up at district and national levels that 
would monitor the effective implementation 
of the laws to protect dalits and weaker 
sections, the report is following the liberal 
logic of western democracy on which its own 
existence is presumably premised. No amount 
of cominiliees and sub-committees will help 
restore the constitutional legitimacy and 
authority of the state amongst the dalits faced 
with repression. For the dalits, fight against 
repression is an ongoing struggle whose frui¬ 
tion will only come when both civl society 
and the state shed their feudal and casteist 
sensibility. Such a struggle, it m'jst be ac¬ 
knowledged, cannot be restricted only to the 
guarantee and protection of ‘rights’, even if 
this is an important component of the struggle 
fordalitcmancipation. Aftcrall, human rights 
are themselves a product of material condi¬ 
tions prevalent in a society. Changing thc.se 
material conditions in their favour is as much 
an agenda for dalit struggles and despite the 
misgivings of liberal democracy, violence 
will play a major role in shaping the contours 
of these struggles. The state is not an ob¬ 
jective and unbiased player in this scenario. 
In such a situation the role of human rights 
groups will be called into question, depend¬ 
ing on which side of the divide they choose 
to stand. 
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SPECIAL ARTICLES 

From Marrakesh to Seattle 


Indian Agriculture in a Globalising World 

Ashok Gulati 
Rajcsh Mehta 
Sudha Narayanan 

The Agreement on Agriculture (AOA), one of the major agreements signed in Marrakesh under the Uruguay 
Hound in April 1994, has three basic clauses; market access (tariffication), domestic support and export 
competition. The authors review India’s status with regard to each one oj the.se and also try to compare 
it with what is happening in the rest of the woild, especially how the developed countries are adjusting 
their agricultural policies to make them compatible with the provisions of the AOA. In the light of this analysis, 
they delineate the broad contours of an agenda for Indian negotiators in the Seattle round with respect 
to these three clau.ses, keeping India’s interests in mind. 

Section II of the paper concentrates on the issue of market access. Section III on domestic support and 
Section IV on export competition. Section V' presents some concluding remarks and also refers to some 
other important issues that too need to be taken cure of in the Seattle round. 


I 

Gearing Up 

ONE of the major agreements that was 
concluded in the Uruguay Round of ne¬ 
gotiations signed in Marrakesh in April 
1994. was the Agreement on Agriculture 
(AOA). Since agriculture was being 
brought under the new rules of world 
trading system for the first time, it was 
expected that there would be hiccups in 
the implementation of this AOA. Accord¬ 
ingly, it was provisioned in the agreement 
it.self that it should be taken up for detailed 
review before the end of this millennium. 
Hence, the Seattle meeting in November- 
cnd. 1999, will surely have something 
important to discuss on agriculture. From 
Marrakesh to Seattle, a great deal has been 
done in restructuring world trade in goods 
and services. How well is India prepared 
for the negotiations expected iii Seattle? 
What are India's interests and options with 
respect to AOA? And what should India 
put on the negotiating table with a view 
to maximi.se hergains and minimi.se pains? 

There is no doubt that this time India 
is better prepared for the negotiations than 
was the case while signing the Uruguay 
Round Agreement (URA). There has been 
a debate in the country and the ministry 
of commerce has also interacted with the 
industry as.sociations, especially CIl, FICCI 
and ASSOCHAM, and .some selected 
academic institutions, academics and 
bureaucrats. Unfortunately, none of the 
farmers' organisations were involved in 
consultations, nor has any special effort 
been made to rope in agro-processors and 
exporters in any meaningful way to chalk 
out an agenda ibr negotiations on AOA. 


Their representation through industry 
associations has been rather weak. Nev¬ 
ertheless, one can still put forward a cred¬ 
ible agenda for negotiations starting with 
the Seattle meeting, provided the home¬ 
work is done well, especially in under¬ 
standing where Indian agriculture .stands 
vis-a-vis the commitments given under 
AOA, and al.so have a good analysis of 
how the rest of world is adjusting its 
agriculture to the new set ol rules. 

This papci is broadly concerned with 
the 'built-in' agenda encompassed in the 
AOA. As is svell known, |the AOA has 
three basic clauses: market act ess 
(tariffication), domestic support and ex¬ 
port competition. We review India's sta¬ 
tus with regard to each one of these, and 
al.so try to compare it with what is hap¬ 
pening in the rest of the world, especially 
how the developed countries are adjusting 
their agricultural policies to make them 
compatible with provisions of URA. In 
the light of this analysis, we also delineate 
the broad contours of an agenda for Indian 
negotiators in the Seattle round with rc 
sped to these three clauses, keeping India's 
interests in mind. Accordingly, .Section II 
concentrates tm the issue of market access. 
Section III on domestic support and Sec¬ 
tion IV on export competition. Section V 
prc.sems some concluding remarks and 
also refers to some other important i.ssucs 
that too need to be taken care of in the 
Seattle round.] 

II 

Tariffication or Market Accc.ss 

With regard to tariffication (and market 
access commitment) the AOA entailed 
conversion of all non-tariff barriers (NTBs) 


into equivalent tariff bairiers, which was 
referred to as tariffication. Consequent to 
tariffication was envi.sagcd a reduction in 
the base tarilf under a time bound pro¬ 
gramme* by 24 per cent over 10 years 
in the case of developing countries and 
by 36 per cent over six years for developed 
countries. The least developed countries 
were exempt fiom these reductions. In 
addition to this, there was also a cull to 
maintain current access opportunities and 
toestablish a minimum access tariffquota, 
where there was no binding of tarifls. The 
minimum access tariff quota was to be 
established at reduced tarilf rates foriho.se 
biisic products where minimum access was 
le.-.s than 3 percent of domestic consump¬ 
tion in the base period 1986-88. Minimum 
accc.ss was to he gradually incieascd to 5 per 
cent of base period consumption. Tariff- 
quotas at reasonable levels were to facilitate 
access, these tariff quotas would be estab¬ 
lished on a tariff-line-by-linc basis. 

In the Uruguay Round, India has agreed 
to make adjustment in tariff rates for 3373 
comnuxlities/commodity groups' at 6-digit 
HS level or commodity sub-groups of 
6-digit HS level.^ The bound rates for all 
the commodities arc ad valorem, except 
for two commodities (H.S codes 080211, 
080212) whose bound rates are commit¬ 
ted in the form of specific amount in Rs/ 
kg. The committed commodities account 
for around 65 percent of India'stariff lines 
(which are defined at 6-digii HS level). 

As far ns agricultural lines are concerned, 
India committed for tariffication 673 lines 
under AOA at 6-digit, or sub-group of 
6-digit, by different chapters (1 to 53) of 
HS classification. A large number of com¬ 
mitted lines belong to commodity groups 
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like edible vegetables, animal or vegetable 
fats and oils; meat and edible meat, etc, 
(Annex Table I). 

To understand the present state of the 
tariff rates of the commodities committed 
in the Uruguay Round, the UR bound rates 
should be compared with the present level 
of India's tariff rates. As is well known, 
the government of India (GOI) levies two 
main types of custom duties on imported 
goods: basic custom duty (BCD) and 
additional custom duty (ACD). The GOI’s 
budget for 1999-2000 announced a sur¬ 
charge of 10 per cent on BCD (SCD). In 
the budget of 1998-99, a special additional 
duty (.SAD) was announced in addition to 
earlier announced ciitegories of import 
duties. The objective of SAD was to offset 
the sales tax on domestic goods, and the 
rate was 4 pei cent. I'lic standard rates of 
duty defined in the schedules however do 
not determine the actual duty rates appli 
cable on dilfeieiit products. The BCD, 
ACD, SCD, SAD and various exemption 
notifications issued by the government 
determine the aetual applicable duty rates 
ealletl the effective duty rates. 'I’lie exemp¬ 
tions may be use-specilic, country-spe- 
cilic coii'modity-speeific. or value-spc- 
cilic. Wr nave taken into consideration 
those exemptions, which apply to all items 
under a tan If heading at 6-digit level of 
HS code. 

Table I presents the freciuency distribu¬ 
tion of the number ol UR committed 
products (or lines), based on the level of 
difference in India’s MTN Kites (without 
taking AC’D and SAD) for 1999-2000 and 
the UR final bound rates. The distribution 
clearly shows that the present levels of 
India's MI'N tariff rates arc significantly 
lower than that of final bound rates for 
large number of commodities. Out of 67.1 
products' belonging to the agriculture 
sector consideied in our analysis, the 
present level of MFN tariff rate is signiri- 
cantly less than that of corresponding UR 
tinul bound rates Thcdiffcrcnce was more 
than .SO per cent and above, for 82.6 per 
cent ol commodities numbering 356. It 
reveals that India has not only maintained 
the UR bound rates, but has unilaterally 
reduced the M l-N t tiri IT rates subsl ant i al ly, 
compared to the level of UR final bound 
rates. 

Table 2 prc.sents the list of the commodi¬ 
ties whose present level of MFN tariff 
rates is higher than the coriesponding UR 
final bound rates. There are only eight 
tariff lines, most of which belong to the 
beverages group, where the MFN tariff 
rates exceed the UR bound rates. In six 
of these eight tariff lines, the difference 
is 80 percentage points, in one it is 20 


percentage points and in another (HS 
210690 - other food preparations not 
elsewhere specified), 120 percentage 
points. In this context, it may be men¬ 
tioned that the UR final bound rates taken 
in this paper are the ones which have to 
be committed by March 2004.'* 

QR Commitments: In the Uruguay Round, 
It was decided to remove all types of 
quantitative restructions (QRs) or prohi¬ 
bitions (other than tariff), whether main¬ 
tained through quotas or import-export 
licences. India had also agreed to pha.se 
out QRs on all commodities except for 
around 632 commodities for reasons re¬ 
lated to security, religion, etc, (at 8-digit 
or iO-digit IIS level). However, India 
maintains QRs on import of some more 
items (around 1482 tariff lines) under 
provisions of Article X VIII:B of the URA. 
This article recognises that members whose 
economies can only support lower stan¬ 
dard of living and are in the earlier stage 
of development may “apply quantitative 
restrictions for balance of payments 
position...(and)...shall be free to deviate 
temporarily from the provisions of the 
other articles of this Agreement." The 
provisions relating to BOP also provide 
that a member has to announce, publicly, 
lime schedules foi the elimination of QRs. 
India presented time schedule of nine years 
for elimination of QRs. Although it was 
acceptable to most of developing coun¬ 
tries, a number of developed economies 
had objection to a pha.sed-out period of 
even seven years. The US, FU, (.'atiada, 
Austialiii. New Zealand and Switzerland 
(and Japan as third party) started the dispute 
settlement proceedings against India. In¬ 
dia reached mutual agreements with all 
countries excejit the US. Under this agree¬ 
ment, India agreed to phase-out its QRs 
over a time .schedule of six years period, 
i e, 1997-2003. But the US filed a dispute 
against India. A panel was constituted in 
November 1997 to examine the US alle¬ 
gation that the continued maintenance of 
QRs on India's imports was inconsistent 
with India’s obligations under the WTO 
agreement. In a recent report'* of the 
Appellate Body it is recommended that 
“India bring its balance-of-payments re¬ 
strictions, which the Panel found to be 
inconsistent with Articles XI: 1 andXVIII: 
11 of the GATT 1994, and with Article 
4.2 of the Agreement on Agriculture, into 
conformity with its obligations underthese 
agreements". Government of India is 
examining this report. It can go for either 
arbitration or has to remove all the QRs 
within 15 months, from the date of deci¬ 
sion of appellate body (i e, by the end of 
2001 ). 


Keeping the above factor in view, India 
has no option but to lift QRs under the 
decision of DS B of WTO by the year2001. 
It is worth noting here that India has already 
offered, unilaterally, trade concessions to 
members of the South Asian Association 
of Regional Co-operation (SAARC) by 
withdrawing QRs on all commodities. 
Before lifting QRs for countries beyona 
the SAARC region, India may like to gauge 
the likely implications of such a move on 
its BOP position as well as on the domestic 
economy. It may therefore be useful to see 
the existing nature of controls on imports 
of commodities under QRs. 

It may be recalled that before the 1990s, 
India's import policy was quite complex, 
with different categories of importers, 
various types of import licences, and 
myriad ways of importing. A number of 
concrete steps have been taken during the 
1990s to liberalise the import regime. The 
existing trade policy presents a negative 
list of commodities, which cannot be 
imported under open general licence (or 
free). This negative list basically com¬ 
prises of three main categories: (i) prohib¬ 
ited, (ii) restricted and (iii) canalised. The 
prohibited items arc tallow, fat, ore, oil 
of animal origin, wild animal and ivory, 
etc. A large number of restricted items arc 
consumer goods and their import is al¬ 
lowed against a licence. 

To understand the present state of pro- 
’ lect ion by di fferent types of QRs, the i mpoil 
policy of different lines ctin be further 
catcgori.scd under following groups: 
Restricted: Ol which 

(1) ('onsumcr goods: items that are per¬ 
mitted 'o be imported against licence or 
in accordance with public notice; 

(2) Actual user; imported commodities 
used by irnjjorters; 

(3) Special import licence (SIL): .select 


Taiii r I: Diffh<i-n<> is MPN Tarih' Rates and 
UR Final Bound Ratls; Numhlr oi Linus uy 
DiI'I'lkfni KaniiI-. Groiirs 


Range (UR-TR) 

No ol Lines 

UR-TR>=7.S 

401 

50<UR-TK<75 

1.S5 

25<UR-TR<50 

29 

10SUR-TR<25 

39 

0<UR TR<I0 

41 

UR-TR<0 

8 

Total 

6-73 

Notes: TR = MFN 

Tariff Rate (BCD) us 


announced :n GOI, Budget 1999-2000. 
UK= Uruguay Round final liound rates. 

(i) Tariff lines at 6-digit H.S or sub¬ 
groups of 6-digit HS. 

(ii) Includes only agricultural products. 
Sources: (i) WTO. 

(ii) GOI, Ciislom Tariff of India, I99V- 
2000. 




Economic and Polittcal Weekly October 9, 1999 



traders (exporters) freely trade these li¬ 
cences in the Indian market. This is cer¬ 
tainly a soft type of NTB, because it is 
easily available (in market), and the im¬ 
porter has to pay a certain premium. The 
rate of premium has varied from 1.5 per 
cent to around 3 per cent during the last 
couple of months. 

Canalised, of which the main one is SIL: 
Based on the export-import policy for the 
year 1999-2000, only 2114 tariff lines, i 
e, about 20 per cent out of 10261 tariff 
lines, are now subject to any type of NTBs. 
Out of these total of 2114 lines under 
NTBs, only about 29 per cent (606 lines) 
belong to agriculture (HS1 -24). 1 lowcver, 
as a percentage of total agricultural tariff 
lines (1398) in HS 1-24, those under NTBs 
(606) comprise 43 per cent, which is quite 
a sizeable number. But out of these 606 
agricultural tariff lines under NTBs, only 
344 (56.8 per cent) are under NTBs due 
to BOP reasons, while the remaining 262 
(43.2 per cent) are under NTBs due to 
rea.son.s related to security, religion, etc. 
Thus, with the lifting of BOP cover from 
QRs, it is 344 tariff lines of agriculture 
that would be thrown open. Table 3 
summarises this import policy of all 
Indian agriculture products (HS 1-24), at 
8-digit or 10-digit ITC-HS level for 1999- 
2000. Of the total 1398 agricultural tariff 
lines (at 8 or 10 digit ITC-HS classifica¬ 
tion), 792 lines are totally free. Of the 
remaining 606 lines, 51 are prohibited, 
518 restricted under consumer goods 
category or SIL, etc, and 37 are canalised. 
Out of these 37 canalised items, eight can 
also be imported by acquiring SIL. The 
list of canalised agencies, which arc 
authorised to import different agriculture 
products (HS 1-24) is given in Annex 
Table 2. Table 4 presents the number of 
agricultural products by four commodity 
groups (i e, HS sections I-IV), which are 
subject to any type of QR due t'; BOP 
reasons. 

This analysis of Indian import policy 
reveals that India, leaving aside some of 
the restrictive tariffrlines, has unilaterally 
gone ahead to reduce tariff barriers much 
below the bound rates of duty under UR A. 
The bigge.st agricultural commodities like 
rice and milk (skimmed milk powder) are 
already committed at zero import duty For 
wheat the bound rate of duty is 100 per 
cent, but roller flour mills are allowed to 
import at zero import duty. Similarly, for 
pulses the bound rate is 100 per cent, but 
they are being imported under OGL at zero 
import duty. Edible oils, most of which 
are bound at 300 per cent import duty, are 
open for imports at 15 per cent duty. 
Tarification Agenda: Given the above 


analysis of pre.sent of tariffs, what .sort of 
an agenda with respect to tariffication and 
market access would serve India’s inter¬ 
ests? 

India, along with other developing 
countries, should negotiate for more lib¬ 
eral trade environment in the rest of the 
world loo. This alone could ensure easier 
access to develojicd country markets, many 
of which have been highly protected. Ac¬ 
cordingly, it sccm.s logical that Indiashould 
demand 

- Abolition of all quotas and quantitative 
restriction.s on imports and exports around 
the world, except for those countries that 
have acute BOP problems (as covered 
under Article XVI11B). In particular, the 
tariff-quotas that are widely applied by 
developed countries mu.st be abolished 
and replaced by equivalent tariffs at the 
earliest. 

- Replacing all specific rates of import 
duly by rales on ad valorem basis. 

- Negotiate for ceiling on tariff bindings 
for any agricultural product at no higher 
than 50 per cent for any country. 

- Negotiate for reduction of tariffs along 
each tariff line (at HS 6-digit level. This 
reduction should apply to each tariff line 
within the HS 6-digit level and not merely 
to average tariff levels or for product groups 
as a whole. 

-- Negotiate for commodities bound at 
zero tariff (like rice, skimmed milk pow¬ 
der, sorghum, maize, etc) in earlier rounds 
of GATT to raise it to 50 per cent tariff 
bindings, as with uthirr agricultural com¬ 
modities. 

The rca.son India should have this agenda 
is that the developed world, most notably 
countries of the European Union tind ettsl 
Asia, are resisting access to agricultural 
exports of the developing world. They 
have not gone lor full tariffication of 
agricultural products. In.stcad. they have 


opted forin-tariffquotasystein for several 
commodities, which is restricting the 
potential gains to the developing world. 
It is well known that several developed 
countries, including Japan, the US and the 
European Union, have in place a system 
of tariff-quotas. The US tarifi schedule, 
for example, includes as many as 192 tariff 
lines to administer prixluct-specific tarifi 
quota.s. Tariff quotas in the US are used 
particularly incase of beef, dairy products, 
sugar and some sugar paxlucts, peanuts 
and tobacco and cotton | WTO 1996]. Most 
countries httve agreed to progressive re¬ 
ductions in the over-quota tariff rates; 
some have also agreed to lower the jn- 
quoiii rates or rai.se the concessionary 
access level. But one is fully aware that 
quota .sy.stein is essentially limiting the 
potential gains to the developing world. 


Tabi I .1 On n ki ni Tyi’ls oi NTBs iMmsEO on 
India’s Imi’okisfuk Aokicuituke Sl.CTtw*, 
I99U-2IMK): Numhi R di- LlNf.** 


Types of NTBs 

III Flee 

Number of Lines 

Total UR-bound Tariff 

Free 

792 


NTBs 

606 


Prohibited , 

51 


Restricted 

518 

435 

t'onsuniei goods 224 

206 

Sll. 

149 

85 

Other 

145 

144 

Canalised 

37 

37 

•SIL 

8 

8 

Other 

29 

29 

Total 

1398 



Nolei. • MS 1-24 

♦* National Lines at S-digil or lO-digil 
ITC-HS Cla,ssificaUoii. 

Source, ti) OOl, Lxporl iind Import Policy of 
India, April im-Man It 2m. ITC (HS) 
Clas.sifu attons of Export and Import 
Items, Augu.; 1998. 

(ii) GOI, .Notifications issued on 
Maich 31,1999foramendnient.sinGOI. 
ihid. 


TABt.F. 2; Dini-kiNci Br.rwr.tN MFN Tariii- Kaos (TR) i-or 1999 20(XI and Cor-i srondino HR I’inau 
Bound Raii.s. Lisi oi Commoditils with TR>UR 

HSCode Uescriplion ~ UR Bound Rate Ml'N Rate (UR-TR) 


080620 

210690 

220710 

220820 

220830 

220840 

220850 

220890 


Dried, (ir.ipes 

Other, Food preparation not elsewhere specified 

Undenatured ethyl alcohol of .in alcoholic strength by 

volume of 80 |X.’r cent vol or highci 

Spirits obtained by distilling grapes wine or grape man 

Whiskies 

Rum and Taffia 

Gin and Geneva 

Other, compound alcohols 


too 

120 

-20 

60 

180 

-120 

150 

230 

-80 

150 

230 

-80 

1.50 

230 

-80 

150 

230 

•80 

150 

230 

-80 

150 

2.30 

•80 


Notes-. TR = MFN Tariff Rate (BCD) as announced in GOI, Budget 1999-2000. 
UR = Uruguay Round final bound rates. 

(i) Tariff lines at 6-digit HS or sub-groups of 6-digil HS. 

(ii) Includes agricultural products 

(iii) Based on final bounil rates. 

Sources: (i) WTO. 

(ii)GOl. Cu.stom Tariff of Mm. ) 999-2000. 
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and therefore, abolition of quota systems 
should be the first item on India’s nego¬ 
tiation agenda. 

Next, developing countries like India 
have to be bold and aggressive and suggest 
a cap on maximum tariff binding at 50 per 
cent on any agricultural commodity by any 
nation. Many negotiators in India may be 
.somewhat surpri.scd at this suggestion. 
They may feel that asking for300 percent 
tariff is a great success in negotiations, but 
in reality it may not be so. Look at edible 
oils, India negotiated for 300 per cent 
tariff binding but its imports arc open at 
IS percent. But when countries like India 
ask for 300 percent protection, they really 
lose all the strength in their negotiations 
with the developed world. How can then 
one say that a developed country, say 
Japan, cannot have 700 per cent protection 
on their rice? And if that is the level of 
protection accorded to agriculture in the 
developed countries, where is the poten¬ 
tial to gain for the developing world? And 
that is what the actual situation is for many 
commodities in developed countries. An 
example is the dairy sector. For tariff line. 
40210 (milk powder, granules, etc, fats 
< 1.5 per cent), in 1998, the peak tariff rate 
in FU was 99 per cent, in Japan 336 per 
cent, in Canada 213 percent, in Korea 211 
per cent, as against zero in India. Further, 
for tariff line 40221 (milk powder, gran¬ 
ules, etc, fats >1.5 per cent, no sugar), in 
1998, the peak tariff rale in US was 58 
per cent, in EU 171 per cent, in Japan 557 
percent, in Canada 313 percent, in Korea 
211 per cent, us against zero in India for 
the same year. Further, for the tariff line 
40229 (other milk powder, granules, etc), 
the peak tariff in US was 70 per cent, in 
EU 199 per cent, in Japan 988 per cent, 
in Canada 313 per cent, in Korea 211 per 
cent, as against 35 percent in India. Similar 
examples can be found in other commodi¬ 
ties as well, especially sugar, and even 
cereals. 

That is why it is suggested that the 
maximum tariff should not be more than 
50 per cei.t on any tariff line (even at HS 
10-digit level) relating to agriculture. This 
will open up potential for some market:, 
even in developed countries for goods like 
milk and milk products, grains, etc. There 
is reasonably goixl evidence that Indian 
agriculture has comparative advantage in 
most of the products, which often gets 
blurred due to huge subsidisation of ag¬ 
riculture by the developed countries of 
east Asia, European Union, and al.so by 
Canada and the US [Gulati and Kelley 
1999; Gulati and Narayanan 1999|.* 

There is anotl.er reason for .suggesting 
a cap at 50 per cent maximum tariff. It is 


widely known that the base period for 
tarifrication was 1986-88. During this 
period world prices in agriculture were 
quite low. This meant that the tariff equiva¬ 
lent - calculated as the gap between the 
higher supported internal prices and low 
world prices - was unusually large. The 
new tariffs that were based on this large 
tariff equivalent in 1986-88 offer high 
protection in other years when the world 
prices are normal. So the process of 
tariffication on the basis of 1986-88 prices 
was really “dirty tariffication” [Hathaway 
and Ingco 1995]. As a result, gradual 
reduction in these high tariffs, as agreed 
under AOA, really slows down the pro¬ 
cess of opening up on the part of the 
developed world. Replacing this entire 
process by a maximum cap of 50 per cent 
would be in the interest of India and other 
developing countries. 

Another problem in the present agree 
ment on tariffication has been that of 
uneven tariff cuts across products. Tariff 
cuts can be undertaken in a way that there 
is substantial reduction in tariffs of less 
protected products with negligible cuts in 
tariffs for the highly protected commodi¬ 
ties. The result is continued high border 
protection for .several commodities by 
many countries. In the European Union, 
for instance, products like meat, edible 
offal of animal origin, milk and cream, 
some cheese, rice, wheat flour and bran 
continue to carry tariffs of over 120 per 
cent [WTO 1997J. The tendency to con¬ 
centrate tariff reductions on products with 
relatively low protection levels, and to 
minimise reductions on scn.sitivc items, 
such as dairy and sugar products, applies 
to basic and processed products alike. Con¬ 
sequently, the potential gains to a country 
like India remain elusive. India must, 
therefore, insist that the 50 per cent cap 
is on each tariff line at HS 6-digit level 
is also carried through at HS 10-digit level. 

On the issue of renegotiating for zero 
tariff binding, it may be recalled that under 
the AOA, India has basically bound its 
agricultural tariffs at 100 per cent for raw 


commodities, ISO per cent for processed 
agro-commodities and 300 per cent for 
edible oils. But for a number of commodi¬ 
ties,^ the binding rates were very low and 
in a few cases even zero. These were 
owing to commitments made by India in 
the earlier rounds of negotiations [Gulati 
1998|.** Many of these are sensitive prod¬ 
ucts (like skimmed milk powder, rice, two 
of India’s biggest agro-commodities) and 
it is therefore important that India rene¬ 
gotiates these bound rates to take them to 
the ceiling of 50 per cent, as suggested 
for all agricultural products. 

To wrap up, India’s stand on the issue 
of tariffication could be twofold. Firstly, 
India could strive to have the system of 
tariff quotas and other non-tariff barriers 
abolished. Such restrictions are inimical 
to India’s export interests and do not do 
ju.siice to the commitment to increased mar¬ 
ket access. Secondly, along with complete 
tariffication, India could argue for rapid 
reduction in the levels of tariffs (in each 
tariff line rather than the average tariff 
levels). It is in India's interest to negotiate 
for a maximum ceiling on tariff bindings 
at no more than 50 per cent. This would 
naturally mean that India would also nave 
to bring down its tariffs to less than 50 
per cent on its agricultural imports. This, 
contrary to popular opinion, should not be 
any cause for alarm. It is by now a well 
known fact that Indian agriculture is rea¬ 
sonably efficient and competitive, and 
would emerge even more so once the 
domestic support to agriculture in devel¬ 
oped countries is rcduced/abolished. 

Ill 

Uumestic Support 

Also agreed upon was a reduction in 
domestic support, being quantified through 
the aggregate measure of support (AMS). 
Commitments with respect to dome.stic 
support are in terms of annual and final 
bound rates of current total aggregate 
measure of support specified in the 
Member’s Schedule. The AMS is calcu¬ 
lated on a product-speeific basis for each 


Taih r 4: Dihi-ri.nt Typk oi QRs. toK FRonuers, Still Maintainbd for BOP Reasons by 
Commodity Groups (HS Sections MV), 1999-2(X)0; Number of Lines* 


Section Description _ Restricted _ Canalised Total 

No Consumer Actual SIL Other SIL Other No of 

Goods Users Items 


1 

Live animals: animal products 

52 

0 

67 

0 

0 

0 

119 

u 

Vegetable products 

66 

0 

35 

8 

8 

0 

117 

Ul 

Animal or vegetable fats and oils 

0 

0 

1 

0 

0 

0 

1 

rv 

Prep foodstuff; beverages 

64 

0 

40 

3 

0 

0 

107 


Soiircei:: (i) GOl, Export and Import Policy of India, April 1997‘Marcli 2002, ITC (HS), 
Classifications of Export and Import Items, August 1998. 

(ii) GOl. Notirications issues, on March 31, 1999 for amendments in GOI, ibid. 

(iii) WTO. 
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basic agricultural prcxiuct receiving mar¬ 
ket price support, non-exempt direct pay¬ 
ments, or any other subsidy that is not 
exempted from the reduction commitment 
(‘othernon-exempt policies’). Market price 
support is computed as the gap between 
a fixed external reference price (based on 
years 1986-88, it is the average fob unit 
value in a net exporting country and the 
average cif unit value in a net importing 
country, adjusted for quality differences) 
and the applied administered price multi¬ 
plied by the quantity of production eli¬ 
gible to receive the applied administered 
price. Budgetary payments made to main¬ 
tain this gap, such as buying-in or storage 
costs are not to be included in the AMS. 
Non-exempt direct payments which are 
dependent on a price gap arc computed 
using the difference between the fixed 
reference price and the applied adminis¬ 
tered price multiplied by the quantity 
eligible'to receive the administered price. 
Those non-exempt direct payments that 
are based on factors other than price arc 
to be e.stimated using budgetary outlays. 
Other non-exempt measures like input 
subsidies, marketing cost reduction mea¬ 
sures, etc. are measured using budget 
outlays. Where this does not reflect the 
full extent of the subsidy, it is calculated 
as the gap between the price of the 
subsidised good or service and its repre¬ 
sentative market price multiplied by the 
quantity of the good or service. Support 
which is non-product specific is totalled 
intoone non-product-specific AMS in total 
monetary terms. 

Subsidies include both budgetary out¬ 
lays and revenue foregone by governments- 
or their agents. Supports at both national 
and sub-national levels are included. 
Specific agricultural levies or fees paid by 
agricultural producers are deducted from 
the AMS. For each basic agricultural 
product, a specific AMS is established 
expressed in total monetary value terms. 
The AMS is calculated as close as prac¬ 
ticable to the point of first sale of the 
product concerned. Those measures that 
are directed at agriculturtil processors are 
included to the extent that such measures 
benefit die producers of the basic agricul¬ 
tural products. The AMS for the base 
period, calculated in the manner above, 
constitutes the base level for the imple¬ 
mentation of the reduction commitment 
on domestic support. 

A country whose product specific and 
non-product specific AMS does not ex¬ 
ceed 10 per cent of the total value of 
agricultural product in the case of a de¬ 
veloping country (5 percent for developed 
countries), is not subject to any reduction 


commitments. If, on the other hand, the 
AMS exceeds the dc-minimis level, the 
country is committed to reduce domestic 
support: by 13.3 per cent in case of a 
developing country over 10 years and 20 
per cent in case of a developed country 
over six years It may be noted that the 
obligation is on total AMS and within that 
there is flexibility to choose products 
covered and extent of support measure 
and quantity of products that benefit from 
them 

Amhinuous AMSifficotion: The procedure 
for estimating AMS is not foolproof. It has 
a lot of ambiguity. 

Should one take the 1986-88 fixed 
external reference prices even for the years 
1995-99?Thc legal text of the AOA seems 
to suggest this, but one docs not see any 
economic logic in that calculation when 
the world prices have dramatically gone 
up especially during 1995-97 compared to 
the 1986-88 period. Since the world prices 
during 1986-88 were quite low, the esti¬ 
mated AMS fur that period turned out to 
be quite high. Reducing that by 20 per cent 
by developed countries over si x years docs 
not really mean anything when world prices 
during mid-1990s went up. This process 
sometimes is referred to as "dirty 
AMSiffication" [ Pursel! 1999j. Obviously, 
the estimates of AMS would differ de¬ 
pending upon whether one uses a fixed 
(1986-88) external reference price or a 
varying reference price. 

Developing countries like India have 
another problem in correctly estimating 
AMS because ol the nature of exchange 
rate regime. During 1986-88, India fol¬ 
lowed fixed exchange rate system. The 
official exchange rate was about 15 to 20 
per cent below the ‘free exchange rate’. 
And such a situation existed in most of 
the developing countries suffering from 
chronic shortage of foreign exchange. 
Depending upon which exchange rate one 
uses, the estimates of AMS would differ. 

The legal text states that the fixed ex¬ 
ternal reference price is cif if the country 
is a net importer and fob if it is net ex¬ 
porting. But what if the country was a net 
importer during 1986-88 but has become 
a net exporter during 1995-99? Should 
one keep using the cif price as the relevant 
reference price, or should one switch to 
fob price? If one switches to fob price, 
should it be of 1986-88 fob price or of 
1995-99, when that country emerged as 
net exporter? Further, how sound is the 
assumption of taking each country as a 
price-taker in the world market, especially 
when the country is large? 

TTie AOA also states that the difference 
between external reference price and 


domestic support price should be multi¬ 
plied by the 'quantity of production eli¬ 
gible for support’ to estimate product- 
specific support. It is well known that in 
developing countries, a substantial por¬ 
tion of production is used for home con¬ 
sumption. In that case, .should one use 
total production of the commodity as the 
relevant quantity or the marketed surplus 
'.ir the quantity actually purchased by the 
government agency at the support price? 
Whichever the quantity one chooses to use 
in the numerator, it is important to keep 
in mind that the same quantity is used in 
the denominator, else the esti mates of AMS 
would go haywire. 

In ca.se of non-product-specific support, 
say for fertilisers, the issue is: should one 
use the budgetary suppoil under the title 
■fertiliser subsidy’ or estimate it'as the 
di ffercnce bet ween external reference pricp 
(fixed or variable?) and domestic price 
paid by the farmers? This is important in 
India us almost half the fertiliser subsidy 
.shown in the budget is given to fertiliser 
companies (on fiat rate basis or through 
retention price scheme) to cover their high 
costs of priKiuction compared to the import 
parity price? IGulati 1999|. Is the farmer 
being subsidi.scd or is it the fertiliser 
industry? Similar problems arise in the 
case of estimating non-product specific 
support tnrough power supplies to agri¬ 
culture, canal irrigation and rural credit. 
In case of power, for example, it is well 
known that consumption figures for 
agriculture sector are w orked out on ‘re¬ 
sidual basis’, and that these government 
estimates overestimate the real consump¬ 
tion by a wide margin, anywhere from 20 
per cent to 80 per cent, depending upon 
the state. In case of canal irrigation, should 
one take the difference between only the 
operating and maintenance costs and re¬ 
coveries or al.so include amortised capital 
costs on the cost side? In case of rural 
credit, should one take only the conces¬ 
sion in the interest rates as the relevant 
subsidy oraLso include the likely bad debts? 
Even if in theory one comes to an agree¬ 
ment on these issues, it is difficult to 
obtain accurate information on many of 
the.se in developing countries. So the 
estimates of AMS can vary widely de¬ 
pending upon what definition of non- 
product-specific support one uses. The 
text of AOA seems to suggest using 
budgetary figures, but strictly speaking, in 
terms of economic logic, it may not be very 
correct. 

Finally, the AOA (Article 6, para 2) 
allows for exemption of support (invest¬ 
ment subsidies as well as agricultural input 
subsidies) that arc generally given to ‘low 
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income or resource poor producers’ in 
developing countries to encourage agri¬ 
cultural and rural development as an in¬ 
tegral part of the overall development 
programmes. It clearly states that the 
■‘domestic support meeting the criteria of 
this paragraph shall not be required to he 
included in a member’s calculation of its 
current total AMS”. This exemption clau.se 
raises a question: who is a ‘low income 
and resource poor producer’ '.Mn a ettuntry 
like India, can one say a farmer cultivating 
less than 10 hectares or 4 hectares or 2 
hectares is a resource prior producer? By 
global income standards, even a farmer 
with 10 hectares of land and Indian level 
of yields is perhapsa resource poor farmer.^ 
If this is accepted, 90 per cent of India’s 
non-product specific support should be 
exempted ffom AMS calculations. How¬ 
ever, even if one takes a very con.servative 
estimate of low income and resource poor 
farmers in India, all those with 4 hectares 
or less land would fall in this category. 
This is the size of the holding in India 
which can be considered us a minimum 
break-even size, which is necessary for a 
farm family to make both ends meet. Even 
on this con.servative basis, almost 60 per 
cent of the non-product specific support 
would be exempt from AMS calculations. 

The moral of the story is that AMS 
estimates arc quite fragile depending upon 
the treatment given to the i.ssucs rai.scd 
above. Our efforts to estimate AMS under 
alternative assumptions reveal that in 
almost all ca.scs, in most of the years, the 
product-specific support to Indian agri¬ 
culture is negative, the range is quite wide 
from about -10 per cent to -70 per cent 
The non-product-specific support is of 
course positive and varies from about 1 
to 10 per cent. If one adds the product- 
specific and non-product specific supports, 
as the term ‘aggregate’ in AMS suggests, 
then Indian agriculture in most cases is 
having negative support or ‘implicit taxa¬ 
tion’. One such estimate worked out on 
the assumption of import parity basis 
provides India’s AMS in Table 5. Some¬ 
times, this negative prtxluct-.specific sup¬ 
port also raises an issue: should it be 
treated as negative or zero’' New Zealand 
objeeted to India’s treating negative as 
negative. New Zealand wanted this to be 
treated as zero, which in our opinion is 
not appropriate. The developing countries 
with large mass of poverty often want to 
keep pnees of agricultural products sup¬ 
pressed with a view to keep food within 
reach of the masses. But this results in 
lower incentives to cultivators. This then 
forces the governments to extend non¬ 
product-specific support to farmers. This 


is built in the structure of the economy. - For estimation of total AMS, both prod- 

Thereforc there is no logic in counting uct-specific and non-product-specific 

only the positive and treating the negative support should be added, which the cur- 

as zero, unless the structure undergoes a rent agreement states. India must ensure 

dramatic change. that this is done even if the product- 

'AAf5'ij0'ietmV>H’Age(ir/a:GiventhatIndia’s specific support is negative. (There are 
dome.stic support to agriculture is nega- voices being raised that negative product- 
tivc, what could be in India's intere.st to specific support should be treated as zero, 
take to the negotiating table? India mu.st oppose this.) 

- The ceiling for total AMS should be 40 - With respect to direct payments, a clear 

percent. For each product separately, the distinction has to be made between the 

ceiling should be 30 per cent in ca.se of Green Box and the Blue Box measures, 

product-specific support. Green Box measures (support to research 

- Reduction commitments on the domes- and extension, environment, and those on 

tic support ought to not only be on the total equity grounds, etc) alone should be 

AMS but al.so on each product-specific exempt from reduction commitments. The 

support separately, as well as on non- Blue Box measures, on the other hand, 

product-specific support. India should ought to be included in the calculation of 

argue for faster reduction in individual AMS and subject to reduction coinmit- 

product-spccific domestic support than for rnents. 

iion-product-specific support. - Support/join the Cairns Group in includ- 

Tauli .S; AcciKLGAii' Measuki- oi- .Suhkwi lo Indian AgkicuL'iukk .\s I’lk C'fnt of Vai.iif. of Odihut 

(Si.Lccii-D Crops) 


Year 

Product Specific 

Non-Product Specific 

Total AMS 

1986 

.14.29 

2.25 

-32.04 

1987 

•32.08 

3.20 

-28.88 

1988 

-35.54 

3.32 

-32.22 

1989 

-36 97 

3..39 

-.3.3 58 

1990 

-31.78 

3.36 

-28.42 

1991 

-62.23 

3 60 

-58.63 

1992 

-69.31 

3.46 

•65.85 

199.1 

-54 75 

3.14 

-51 61 

1994 

-43.27 

3 40 

-39 87 

199.5 

•44.09 

3.90 

40 19 

1996 

-45.84 

3 62 

-42.22 

1997 

-32.16 

4.12 

-28.04 

1998(P) 

-41.89 

‘r3:49 

-38.40 


Notes' (P) moans provisional as il uses some projcclod values of non-piodiicl-spooific suppoit duo 
to lack of artual dalu. 

(i) All figures are expressed as )Fcroon(uge of lotal value of production ufseleolcd comr.iodilios 
in Indian agriculture. .Selocled coininudities include rice, wheat, maize, soighuiii, bajra, 
gram, arhar, soyabean, rapeseed ans iiiu.stard, g''uundnut, sunitnwer and ooitun, which 
cumpri.sc roughly about 60 per cent ot the value of output in the Indian crop sector. The 
value of production is computed by multiplying quantity of pioduction by applied 
admiiiisterod price - piocuieiiiont prices or minimum support prices as the case may be. 

(il) Product specific sup|)ort is computed piecewise a.s the difference between the applied 
adimnislered price and a fixed external relerence price (of the base period I9il6-S8) 
multiplied by the quunlily of production. Thi.s i.s aggregated over the products to get total 
product specitic support. Par estimating product-specific supp'irt fixed exiei nal reference 
prices are cif prices of the selected commodities. 

(iii) Non-produet-speeific suppoit compiises subsidies on inputs like power, irrigation, 
fertiliser and credit 

I’owei subsidy per unit i.s the difference between the unit cost of power supplied to the 
economy and the average tarilf for agricultural consumers. Credit subsidy is the amount 
loregonc on account of concessional late of interest on lending to the agricultural sector. 
Iriigaooii subsidy is the difference between operating and maintenance expenses and the 
total direct receipts ot major and medium irrigation works. The fertiliser subsidy is drawn 
from the budgetary outlays. The non-product-spccific support for the selected crops has 
been assumed to account fur0.4S of the total support of this kind to the agricultural sector 
(assuming that the crops considered account for 60 per cent of the total value of crop 
sector output and that the crop sector itself accounts for 75 per cent of the total value cf 
agricultural output - the lest is dairy and livestock). Sixty per cent of this is exempted 
under the provision of ‘low income and resource poor producers'. 

(iv) The exchange rate u.sed in the comparison is the of ficial exchange rale until I ('92 and the 
FHDAl rates thereafter. 

(v) Compulations are for calendar year. Rabi crop production in a cropping year is included 
in the following calendar year whereas kharif production for a cropping year is included 
III the preceding calendar year. The former includes wheat, gram and rapeseed and 
mustard. All other crops fall in the latter category. 
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Figure 1: Degree of State SiiproKT to Agriculture in OECD Countries 



ing the biud box measures in AMS as well 
as in faster reduction of domestic support 
and abolition of import restricting quotas. 
- If there is a question of changing the 
base period of 1986-88 to some recent 
period, the period 1996-98 could be taken 
as the new base for calculations of AMS. 

To see the reasons behind the proposed 
agenda, one should know the level and 
structure of domestic support in India as 
well as in other countries. A review of this 
would automatically reveal why such a 
bold agenda is being proposed. 

As mentioned earlier, and presented in 
Table 5, despite ambiguity in the estima¬ 
tion of AMS, India's AMS remains nega¬ 
tive. The Trade Policy Review of India by 
WTO (1998) also puts its product-specific 
AMS for 19 commodities in 1995-96 at 
-38.47 per cent of the value of production 
(WTO 1998], which is somewhat differ¬ 
ent than that presented in Table S presum¬ 
ably due to differences in commodity cov¬ 
erage. India’s nun product specific AMS 
was shown as 7.52 per cent of the total 
value of agricultural production, which 
differs from the estimates in Table 5 
because the Trade Policy Review did not 
take into account the exemption allowed 
to 'low income and resource poor produc¬ 
ers'. In any case, since the AMS remains 
less than the 10 per cent de~minimis level 
for developing countries, India has no 
reduction commitment whatsoever with 
regard to either total domestic support, 
product-specific or non-product specific 
support. 

It would therefore be in India’s interest 
to take a stand on the issue of total AMS. 
Currently, reduction commitments are on 
total AMS, which implies that a country 
can offer substantial domestic support to 
one or more commodities and yet have an 
overall total AMS that meets the commit¬ 
ment levels. Reduction commitments do 
not, therefore ensure that domestic sup¬ 
port measures are free from trade distort¬ 
ing effects for all commodities. It has been 
observed for instance, that highly pro¬ 
tected commodities like sugar, meat and 
milk show little or no liberalisation. Oil¬ 
seeds, fruits and vegetables, which were 
less protected, were further liberalised 
[Hathaway and Ingco 199SJ. The impli¬ 
cation is that for products that have high 
product-specific AMS, domestic support 
for that product is still a trade distorting 
measure. India should therefore press for 
reduction commitments on product-spe¬ 
cific AMS rather total AMS, arguing for 
a ceiling of 30 percent on product-specific 
domestic support. 

It is well known that most of the major 
industrial countries of the OECD pursued 


co.stly trade-distorting agricultural support 
policies right through the decade of the 
1980s. The level of support to agriculture 
increased sharply in 1986 when the Uru¬ 
guay Round was launched and remained 
like that until the 1990s | Kelly and McGuirk 
1992J. This increasing trend continued 
until 1995, when the implementation of 
AOA was to begin. For instance, in 
1986-88, the producer subsidy equiva¬ 
lent**^ (FSE) for the OECD countries as 
a whole was 39 per cent increasing to 41 
in 1995. It has been declining ever since. 
The PSE declined to 34 per cent in 1996, 
remaining at that level in 1997. When the 
OECD (excluding Hungary, Poland, Czech 
Republic, Mexico and Korea) is consid¬ 
ered, the P.SE level has declined gradually 
but consistently from 45 per cent in 
1986-88 to 35 per cent in 1996 [OECD 
1998]. It has remained at 35 per cent in 
1997 as well (Figure 1). 

Despite declines in protection and sup 
port to agriculture, it remains a fact that 
several developed countries have exceed¬ 
ingly high protection levels. Four broad 
groups of countries can be identified 
depending on the extent of protection 
offered to their agricultural .sectors. One 
group comprises European countries, 
particularly the countries that belong to 
the European Union and the European 
Free Trade Agreement. The European 
Union has a level of support that is just 
above the OECD average. The percentage 
PSE has been significantly below the 


1986-88 level only in the last two years. 
There has been a clear downward trend 
in market price support, especially since 
the early 1990s. which can be attributed 
in roughly equal parts to decreases in 
producer prices and increases in world 
prices expressed in ECUs. In 1997, just 
over half of support was in the form of 
market price support, as compared to more 
than three-quarters in 1986-88. Direct 
payments have increased fourfold and now 
account for nearly a third of all support. 
The countries belonging to the European 
Free Trade Association have among the 
highest PSEs in the world. The EFTA was 
established in 1958 with a view to remov¬ 
ing tari ffs on goods produced in and traded 
among member states The current mem¬ 
bers comprise Iceland. Norway, Switzer¬ 
land and Liechtenstein. High producer 
prices in these countries are maintained 
mainly by import restrictions and defi¬ 
ciency payments related to production. 

Another group of countries that heavily 
protects its agriculture is the east Asian 
group comprising Japan, South Korea and 
Taiwan among others. These countries are 
essentially net importers of agricultural 
produce. Although there has been 
liberalisation in some agricultural prod¬ 
ucts in Japan, basic food products con¬ 
tinue to be highly protect^. In fact ag¬ 
ricultural transfers accounted for a greater 
proportion of GDP than that of agricul¬ 
tural GDP itself. The percentage of agri¬ 
cultural GDP to total GDP was 1.4 percent 
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in 1995 (provisional), while, estimated 
share of transfers in total GDP was higher 
at 1.8 per cent (WTO 1998], Protection 
has merely encouraged inefficient farms. 
Unlike other major trading countries in 
Japan there is no discussion of fundamen¬ 
tal reforms for the major commodities 
through steps to integrate Japanese agri¬ 
culture with the world market. Liberal¬ 
isation had been restricted by 1990 to beef 
(which has been tariffied), apple juice, 
processed dairy products and other minor 
products. Japan’s PSE has fluctuated for 
most of the period .since 1986 88, but has 
shown declines in 1996 and 1997. The 
average producer price has developed 
along a slow downward path and in 1997 
was 10 per cent below its 1986-88 level. 
Around 85 per cent of support is market 
price support, and this share has been 
remarkably stable over the years. 

Yet another group of countries are those 
like the US, the Visegrad countries (the 
Czech Republic, Hungary and Poland) 
and Canada, that have succeeded in reduc¬ 
ing previously high PSEs (Canada, of 
course does protect certain sectors signifi¬ 
cantly). In the US, for instance, the PSE 
has fallen by almost half since 1986-88. 
Recent developments have been marked 
by the shift from set-aside and deficiency 
payments for crops to degressive direct 
Income payments. 1 n 1997, domestic prices 
were on an average 9 per cent above the 
world market level. Input subsidies have 
declined over the last decade, while ex¬ 
penditures on general services and sub- 
national expenditures have increased. 
Canada is a net exporter of agricultural 
produce and is pro-reform. However 
Canada, which is also a major importer, 
has a high PSE and has in place an ex¬ 
tensive income support system for its 
heavily protected domestically oriented 
agricultural seclor. Its protection to import 
competing products is particularly note¬ 
worthy. Despite this, Canada has striven 
to bring down its protection levels. This 
is rellecied in the decline in its PSEs 
particularly after 1994. The downward 
trend in Canada’s PSE was further accen¬ 
tuated in 1997, as the compensation pay¬ 
ments granted for the removal of the grain 
transportation programme came to an end. 
Canada’s 1997 percentage PSE is less 
than half that of 1986-88. The share of 
direct payments in total support has varied 
between 10 and 30 per cent over the last 
decade, reflecting a previous practice by 
the Canadian government to resort to ‘ad 
hoc’ payments and temporary payment 
schemes. Expenditures by .provincial 
governments account for a quarter of the 
PSC. 


The fourth group of countries consists 
of members of the net food-exporting 
countries of the Cairns Group." These 
countries, particularly Australia and New 
Zealand, have very low protection levels 
and strongly advocate free trade. New 
Zealand, with a PSE of 3 per cent, pro¬ 
vides the lowest level of support of all the 
OECD countries. Moreover, support has 
been at the same low level since 1991. 
More than half of the support is in the form 
of budget-financed general services and 
the remainder is from market price support 
resulting from sanitary import re.strictions 
for poultry and eggs. There is close align¬ 
ment between domestic and world prices. 
In Australia, the PSE is the second lowest 
in the OECD area in 1997 - it has seen 
a gradual decline starting in the late 1980s 
and into the 1990s, particularly after 1995. 
Australia has liberalised most of its agri¬ 
cultural sector. Controls on wheal market¬ 
ing and sugar imports have been lifted. 
The composition of Australia’s support to 
agriculture has changed little in the long 
run. Less than half of Au.stralia’s PSE is 
from market price support, the remainder 
being provided in the form of input sub¬ 
sidies and expenditures on infrastructure 
and general services. More than one-third 
of support is provided at the sub-national 
level. 

This review clearly shows that it is 
important for India to seek reduction in 
high domestic support by the developed 
countries most notably the European and 
the cast Asian countries. 

Another important issue that India must 
raise in the forthcoming negotiations is 
that of the ‘Blue Box’ measures. Part XIll 
of Annex 2 of the AOA details the basis 
for exemption of a prescribed list of 
measures from reduction commitments. 
The exemptions arc of two kinds: those 
that are referred to as the Green Box 
measures and those that arc called the Blue 
Box measures. 

The Green Box measures essentially 
involve measures of the nature of funding 
for reseat ch, pest and disease control, 
training .services, extension and advisory 
services, etc, payments under environmen¬ 
tal prog ammes, payments under regional 
assistance programmes limited to prixluc- 
ers in disadvantaged regions, payments 
(made either directly or by way.of govern¬ 
ment financial participation in crop insur¬ 
ance schemes) for relief from natural 
disasters and similar forms of support. 

The Blue Box measures refer to direct 
payments to producers like decoupled 
income support: payments not linked to 
production, structural adjustment assis¬ 
tance provided through investment aids to 


compensate for the structural disadvan¬ 
tage, through resource retirement pro¬ 
grammes, through producer retirement 
programmes, government financial par¬ 
ticipation in income insurance and income 
safety-net programmes. These shall relate 
solely to income and not to either the level 
of production or to prices, domestic or 
international. 

Such a wide range of support measures 
that are exempt from reduction commit¬ 
ments thus offers enormous possibilities 
for member countries to alter their domes¬ 
tic support structure in a manner where 
there is apparent reduction in domestic 
support as measured by the AMS but a 
corresponding increase in exempt mea¬ 
sures like direct payments of the .sort 
mentioned above. 

This is evident from the domestic sup¬ 
port composition of the OECD countries 
(Figures 2a-2c). Market price support was 
the overwhelming form of support in 1997 
as it was in 1986-88 followed by direct 
payments and otherforms of support. There 
has, however been a significant change in 
magnitudes. For the OECD overall, mar¬ 
ket price support accounted for8S percent 
of all assistance. By 1997, its share was 
only 62 per cent. In contrast to the trend 
in market price support, significantly, direct 
payments have been growing in impor¬ 
tance. This essentially implies that market 
price support is being increasingly sub.sti 
tuted for by direct payments. 

Of the four groups of nations discussed 
above, it is the European Group of coun¬ 
tries (the EU and the EFTA) that have 
marked movements towards direct pay¬ 
ments. Declines in share of market price 
support have been matched by concomi¬ 
tant increase in the share of direct pay¬ 
ments. In the practice of carrying out 
reforms, these countries have reduced 
support policies in terms of input subsi¬ 
dies and system of administered prices, 
but maintained support to agricultural 
producers through increased direct pay¬ 
ments in forms that are exempt from 
reduction commitments. In 1997, nearly 
half of the OECD countries continued to 
increase their direct payments in national 
currency terms (either through larger al¬ 
locations for existing programmes ot by 
introducing new payment measures). This 
was in spite of a general tightening of 
budgets [OECD 1998]. The growing use 
of direct payments supposedly represents 
a shift away from production-linked and 
towards direct income payments in pro¬ 
viding support to farmers. While direct 
payment measures have improved market 
orientation to the extent that there is a 
decline in output-related price support. 
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they have not always teduced the depen¬ 
dency of the agricultural sector on sup¬ 
port. What these Blue Box payments do 
is to cover the fixed costs of the farmer, 
leaving him to bear only the variable co.st. 
This makes even the most inefficient 
fanners competitive. Thus, although in 
terms of resource allocation, the.se 
programmes are supposed to achieve 
dissociation from production and weaken 
the policy incentive to increase agricul¬ 
tural production at the margin, they end 
up encouraging the farmers in the indus¬ 
try. Increased production results in these 
countries exponing more at lower prices 
harming other competitors who may be 
more efficient producers of a commodity. 

The fact that several European econo¬ 
mies, notably the EFTA countries and the 
European Union, arc disguising trade- 
distorting domestic support under the B lue 
Box canopy, therefore, is an issue that 
India must put forth in strong terms. 

IV 

Export Competition 

In the area of export competiiion, export 
subsidies were subject to reduction com¬ 
mitments although several kinds of direct 
payments were exempted. The export 
subsidy commitment is either in the form 
of budgetary outlay reduction commit¬ 
ments or in the form of export quantity 
reduction commitments. The budgetary 
outlays and the quantities benefiting from 
such subsidies at the conclusion of the 
implementation period are no greater 
than 64 per cent and 79 per cent of the 
1986-90 base period levels respectively. 
For developing countries, these percent¬ 
ages are 76 per cent and 86 per cent 
respectively. 

Direct export subsidies are to be re¬ 
duced by 36 per cent below the 1986-88 
level in the case of developed countries 
over the implementation period of six years. 
The quantity of subsidised exptirts by the 
developed countries is to be reduced by 
21 per cent in this period. For the devel¬ 
oping countries, commitments involve a 
reaction of direct export subsidies by 24 
per cent and quantity of subsidised expoils 
by 14 percent. This is to take place within 
the span of 10 years. The least developed 
countries, as before, are not subject to any 
reduction commitments. 

The implications of export subsidies for 
India are easy to see. It restricts the ability 
of India’s exports to compete with those 
originating in developed countries. It would 
therefore be in India's interest to demand: 
- complete wiping out of export subsidies 
by the developed countries, especially the 
European Union (the dairy sector in par- 


Fioure 2k-. Composition of Support in OECD Countries, Base Period 1986-88 



^ Market Price Support* H Direct Payments Q Levies on Output 

ntH Other Suppun QJ] Feed Adjust mcnl 


Figurf 2b: Cumpusition oi Support in OECD Countries, Inti rmfiiiaii' Period 1992-94 



Market Price Support* HHII Direct Payments I I Levies on Output 

I::;! Other Support cm Feed Adjuslinenl 


Fioure 2f Composition of Support in OECD Countrii s, 1997 tbsTiMA'iTs) 



ICT Market Price Support* IH Direct Payments Q Levies on Output 

I ■:'-l Other Support QJJ Feed Adjustment 


Note: Feed Adjustment is the value of market price support for coarse grains, oilseeds and taxes on 
processed feedstuffs used in animal feed. To avoid double counting this is subtracted from 
PSE of livestock products. Hence the negative sign. 
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ticular) and eastern Europe; 

- If India fails in achieving this end, then 
it should press for line-by-line reduction 
commitment on export subsidies. At 
present, the chief drawback of the rules 
on export subsidy is that commitments are 
defined over commodity aggregates rather 
than individual lines. 

The export subsidies in the AOA (Part 
V, Article 9) that are subject to reduction 
commitments include direct subsidies to 
agricultural producers contingent on ex¬ 
port performance; subsidies on agricul¬ 
tural products contingent on their incor¬ 
poration in exported products; provision 
on favourable terms of internal transport 
and freight charges on export shipments 
(developing countries arc exempt from 
commitments on this form of subsidy 
provided that it is not used to circumvent 
reduction commitments), subsidies to 
reduce the cost of marketing exports of 
agricultural products excluding export 
promotion and advisory services (here 
again, developing countries are condition¬ 
ally exempt fi om reduction commitments); 
sale or disposal for export of non-corn- 
mcrcial stocks of agricultural products by 
the government or its agencies at a price 
lower than the comparable price charged 
fora like product by buyers in the domestic 
market; and payments on the export of an 
agricultural pnxluct that are financed by 
virtue of governmental action whether or 
not a charge on the public account is 
involved, including payments that are 
financed from the proceeds of a levy 
imposed on the agricultural product con¬ 
cerned or on an agricultural product from 
which the exported product is derived. 

Export subsidies not listed above (in¬ 
cluding export credits, export credit guar¬ 
antees or insurance programmes) can be 
used, but not in a manner that results in 
or threatens to lead to circumvention of 
reduction commitments nor may non-com¬ 
mercial transactions be used to circum¬ 
vent such commitments. 

As faras India is concerned, agricultural 
exporters in India do not get any direct 
export subsidies. India provides income 
tax exemptions for profits from agricul¬ 
tural exports under Section HI 1C of the 
Income Tax Act. Apart from this there arc 
subsidies on costs of freight on export 
shipments of floriculture exports as also 
of vegetables and fniits. Since these pay¬ 
ments are exempt from reduction commit¬ 
ments for developing countries, India is 
not required to reduce ihc.se subsidies. 
India has however capped its export sub¬ 
sidies and is required to notify the WTO 
on its direct export subsidies once in two 
yeai's. 


India’s concerns lie elsewhere, namely, 
the high level of export subsidisation by 
some of the developed countries. In the 
period 1986-90, the world’s top five users 
of export subsidies for any given major 
product account for almost the total of 
such subsidy in the world and for almost 
all commitments for reduction. For ex¬ 
ample, of the total export subsidies on 
wheat in the world, the share of the top 
fi vefcountricsfthc US, the European Union, 
Canada, Turkey and Hungary) was 95 per 
cent. For rice the figure was 100 per cent 
and the countries subsidising their rice 
exports most were Indonesia, the Euro¬ 
pean Union, Uruguay, the US and Colom¬ 
bia. For most of the products, the Euro¬ 
pean Union is the largest u.scr of export 
subsidies particularly for sugar and dairy 
[Hathaway and Ingco 1995J. 

Today, despite reduction commitments 
on export subsidies, several developed 
countries continue to make extensive use 
of export subsidies as in the past. Even 
though the high world prices during the 
pa.st few years have made the export subsidy 
limits less constraining, especially for 
grains, a number of countries reached their 
permitted subsidy limits for certain com¬ 
modities in 1997. In some cases, unused 
subsidy allowances carried over from 
previous years were used to allow 
subsidised exports in excess of the annual 
limit. Although the agreement does permit 
carry-over, it could reduce the effect of 
the discipline over the implementation 
pericxl. 

The European Union reached the vol¬ 
ume (but not the budgetary) limits for 
sub.sidised exports ofchce.se, was close to 
the limit for beef, but remained well under 
the limits fur butter and .skimmed milk 
pov/dcr. Between 1996 and 1997 export 
refunds for were reduced by 23 per cent 
for processed cheese and by between 14 
and 45 per cent for other types of cheese 
[OECD 1998]. But refunds for butter were 
increa.sed by 18.8 per cent, 16.7 per cent 
for ski mmed milk powder and 4.6 per cent 
for the whole-milk powder. Since August 
1997 however export refunds for all dairy 
prcxiucts were reduced by 5 percent. Export 
subsid) allowances for .some commodi¬ 
ties were carried over from previous years, 
particularly for beef. As a result of lower 
world prices, the EU re-instated export 
subsidies for grains. In the US, no export 
subsidies were paid for crops, but those 
for dairy products incteasedsharply. Export 
subsidies have been less important for 
processed than for basic agricultural prod¬ 
ucts in the past. The export .subsidy com¬ 
mitments under the URA constrain ex¬ 
ports of certain food products containing 


subsidised agricultural raw materials, such 
as those incorporating dairy components, 
sugar and cereals. Some countries have 
also resorted to greater use of arrange¬ 
ments allowing duty-free entry of agricul¬ 
tural raw materials for processing if the 
final products are re-exported [OECD 
1998]. 

V 

Concluding Remarks 

What does all this review of the three 
basic clauses of AOA tell us in terms of 
a possible negotiating strategy for India 
during the Seattle round? 

First, as a negotiating strategy for AOA, 
India should start from a position of 
strength as it is not distorting its agricul¬ 
ture to the extent the developed world is. 

Annex Table 1: Tariff Commitment by India in 
Uruoijay Round for Agriculture Sector, by 

Different Chafters of HS Classification: 

Number of Linf-s 


Ch Description Number of Lines 

No 

1 Live animals IS 

2 Meal and edible meat offal 50 

4 Dairy produce, bird.>.‘ eggs; honey; 25 

5 Products of animal origin 17 

6 Live trees and other plants 13 

7 Edible vegetables 57 

8 Edible fruit and nuts; peel of citrus SO 

9 Coffee, tea, mute and spices 33 

10 Cereals 17 

.11 Products of the milling industries 34 

12 Oil seeds and oleaginous fruits 44 

13 Lac; gums, resins and other vegetables 12 

14 Vegetable plaiting materials; 11 

15 Animal or veg fats and oils 51 

16 Preparations of meat, fish 16 

17 Sugar and sugar confectionery IS 

18 Cocoa and cocoa preparation 11 

19 Prep of cereals, .starch, milk 16 

20 Prep of veg, fruit, nut, etc 45 

21 Miscellaneous edible prep IS 

22 Beverages, spirits and vinegar 21 

23 Residues and wastes from food 24 

24 Tobacco and manuf substitutes 9 

29 Organic chemicals 2 

33 Essential oil and resinoids 14 

35 Albuminoidal substances 8 

38 Miscellaneous chemical products 2 

41 Raw hides and skins and leather 12 

43 Furskins and artificial fur 9 

50 Silk 4 

51 Wool, fine or coarse animal hair 10 

52 Cotton S 

53 Other veg textile fibres 6 

Total 673 


Notes: (i)Tarifflincs at 6-digit HS. There were 
two lines which are defined as sub¬ 
groups of 6-digit HS. 

(ii) Includes only agricultural products. 

(iii) Based on final bound rates 
committed at the UR. 

Sources: (i) WTO. 

(ii) Custom Tariff of India, 1999-2000, 
GOI. 
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Its agriculture is reasonably efficient in the 
global context, and if it could streamline 
its domestic policies it has the potential 
to gain from the emerging world scenario. 
In terms of negotiating stand, India must 
demand removal of all distortions in ag¬ 
ricultural policies ranging from quotas to 
domestic support, not at product aggre¬ 
gate levels but at product-specific levels 
of ITC-HS 10-digit classiHcation. This 
would expose the extremely high levels 
of protection on certain commodities 
accorded by the developed countries. The 
major thrust of tariffication or AMSiffic- 


ation agenda should be to move from 
product aggregates to product-specifics. 

Second, in terms of India's allies, it 
appears that India's interests would be 
closer to the overall interests of the Cairns 
group, and the ones that arc in line with 
the basic spirit behind the WTO rules. 
From India's standpoint, therefore, it would 
pay her to suppoiVjoin the Cairns group 
in this regard. It is interesting to see that 
the Indian sugar industry has seen this as 
an opportunity. Without the formal back¬ 
ing of the government, it also declared that 
they would Join hands with the members 


of the Cairns group in demanding aboli¬ 
tion of sugar quotas as well as subsidies 
being given in the developed countries 
(‘Sugar Industry Joins Free Market Lobby', 
Economic Times, June 9, 1999). It is for 
the first time that any industry has taken 
an independent stand in the context of 
negotiations. The sugar industry hopes 
that with the Cairns group as a formidable 
fourth power (after the US and the Euro¬ 
pean Union), it can succeed in securing 
provisions that would unshackle and open 
up sugar markets in developed countries 
(the US and the EU, in particular). Similar 
views have been expressed by the Indian 
dairy industry through industry associa¬ 
tions. These are steps in the right direction 
and it is to India's benefit to align with 
the Cairns group and through greater 
bargaining power demand genuine 
liberalisation of agricultural markets. 

Notes 

ITIic views expres'^ed in this paper are the authors* 
and not of the insiiiuiions they belong to.) 

1 There i.s u one commodity group where the 
cummilincni is offeted for a sub-group of HS 
4-digit level. 

2 Tariff rates for India arc defined at 6-digit HS 
level. 

3 In our analysis we could not consider a few 
commodities in our analysis as the definition 
of HS code at 6-digit level has changed from 
pre-UR round period to post-UR period. 

4 This analysis is based on India's BCD. If 10 
per cent surcharge (SCD) is also included in 
MFN tariff rates, the frequency distribution 
of (tariff rale-bound rate) will not change 
significantly. 

3 WTO, ‘India-Quantitative Restrictions on 
Imports of Agricultural,Textile, and Industrial 
Frauds: Report of the Appellate Body’, WT/ 
DS90/AB/R. August 23, IW. 

6 If one has any doubts on this, just look at the 
domestic prices in some of these countries at 
the beginning of UKA. In South Korea, in 
199S, the dome.stic prices for soybeans reigned 
at 720 |>cr cent higher than the world prices. 
For bai ley. the figure was 419 per cent; maize 
and beef prices within Korea were 343 per 
cent and 309 per cent of the world prices and 
for rice the figure was 286 per cent [WTO 
1997]. Some countries, notably EU, have 
started reducing the domestic support prices 
compared to world prices, but funneling 
subsidies through the ‘blue box’. More on this 
is taken up in the section on domestic support. 

7 The products for which tariffs are bound at 
0 per cent arc milk (in powder, granulei or 
other solid forms, of a fat content, by weight, 
not exceeding I.S per cent), milk (not 
containing added sugar or other sweetening 
matter), spelt wheat, rice (in the husk, paddy 
or rough, husked-brown. semi-mitled or wholly 
milled, broken), grain sorghum and millet. 

8 Zero tariff bindings for some commodities 
like rice, plums, fresh grapes, and dried 
skimmed milk were committed in 1947 
(Geneva Protocol, 1947); maize, millet, spelt 
were bound at zero at the Torquay Protoral, 


Annex Tadi^ 2: India: List op Items' under Canalisi n Imhiu : 1999-2000 


SI No 

Exim Ccxie 

Description 

Importing Agency 

1 

090610 01 

Cassia 

STCL and NAKED 

2 

090610 02 

Cinnamon bark 

STCL and NAKED 

3 

090610 03 

Cinnamon tree flowers 

STCLandNAFED 

4 

090620 00 

Crushed or ground, Cinnaman and Cinnaman-iree, 
flowers 

STCL and NAFE 

5 

090700 03 

Cloves stems 

STCLandNAFED 

6 

091040 01 

Tcjpai (leaves of cassia lignea) 

STCLandNAFED 

7 

100110 00.20 

Other than seed quality, wheat and meslin 

FCl 

8 

100190 02 

Wheat (not seed) for human consumption 

FCI 

9 

100190 03.90 

Other than seed quality, meslin 

FCI 

10 

100200 00.20 

Other than seed quality, rye 

FCl 

11 

100300 00.20 

Other than seed quality, barley 

FCI 

12 

100400 00.20 

Other than seed quality, oats 

FCI 

13 

100590 00.20 

Other Maize 

FCl 

14 

100610 00.90 

Other rice 

PCI 

15 

100620 00 

Husked (brown) rice 

FCI 

16 

100630 01 

Rice parboiled 

FCl 

17 

100630 02 

Basmati rice 

FCl 

18 

100630 09 

Rice except parboiled (excluding basmati rice) 

FCl 

19 

100640 00 

Broken rice 

Fc:i 

20 

100700 00.20 

Other than seed quality, grain sorghum 

PCI 

21 

100810 00.90 

Other than seed quality, buck wheal 

FCI 

22 

100820 0t.90 

Other than seed quality, jawar 

FCI 

23 

100820 03.90 

Other than seed quality, bajra 

KCi 

24 

100820 09.90 

Ollier than seed quality, ragi (fing or millet) 

FCI 

25 

100830 00.90 

Other than seed quality, canary seed 

FCI 

26 

100890 (10.90 

Other than seed quality, other cereals 

PCI 

27 

120300 00 

Copra 

STC and HVOL 

28 

151311 00 

Crude oil 

STC and H VOL 

29 

151319 00 

Other -Palm kernel or babassu oil and fractions thereof; 

STC and HVOL 

30 

310210 OC 

Urea, whether or not in aqueous solution Amnionimum 
sulphatc-DoubIc salts and mixtures of ammonium 
sulphate and ammonium nitrate 

MMTC 

31 

310221 00 

Ammonium sulphate 

MMTC 

32 

310229 01 

Ammonium sulphonitrate 

MMTC 

33 

310590 09 

Other fertilisers n.e.s. 

MMTC 

34 

382311 00.10 

Palm stearin excluding crude palm stearin 

STC 

35 

382311 00.20 

RBD Palm stearin 

STC 

36 

382319 00.10 

Tallrw amines of all types 

STC 


Notes- t There are seven more lines of mineral fuel (HS 27) which are imperted under import policy 
of Canalised. 

STCL: Spices Trading Corporation; 

NAPED: National Agricultural Co-operative Marke'ing Federation of India; 

PCI; Food Corporation of India; 

STC; State Trading Corporation of India; 

HVOL: Hindustan Vegetable Oil Corporation; 

MMTC; Minerals and Metals Trading Corporation of India; 

For SI No 1-6, Cif value of the surrendered SIL shall be five limes of the cif value of the 
imported goods. For SI No 31, import permitted against SIL. 

Sources: (i) GOI, Expon and Import Policy of India, April 1997- March 2002, ITC(HS) Classifications 
of Expon and Import Items April 1997-March 2002, Aug 1998. 

(ii) GOI, Notifications issued, on March 31,1999, for amendments in ITC(HS) Classifications 
of Export and Import Items, March 1999. 
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1951: sorghum at the Geneva Protocol in the 
Dillon Round.1962. 

9 Tne average yield of foodgrains in India, 
which dominate the Indian cropping patterns, 
is less than 2 tonnes pur hectare. Assuming 
the average yield to he 2 tonnes, and an 
average price of Rs 5,500 per tonne in 1999- 
2(X)0. and out of pocket expenses at about SO 
per cent of the gross revenue, the net income 
per hectare turns out to be Rs 5,500. Given 
a crop intensity of 1.3, a 10 hectare plot cun 
get an annual net income of Rs 71,500 
(Rs 5,500x1.3x10 = Rs 71,500) Given an 
average family size of at least five in rural 
areas, this translates to a per capita income 
of Rs 14,300 or just US $329 at the rate of 
Rs 43.5 to a US$. 

10 Producer subsidy equivalents (PSEs) arc 
aggregate measures of support - they 
summarise the effects of different forms of 
governmental programmes and intervention 
in a single number This method is superior 
to other tools like nominal or effective rates 
of protection since these often account for 
only a smal I proportion of the transfers between 
the government and the producers of 
agricultural commodities. 

Symbolically, PSE can be defined as: 
percentage PSE = Total transfers/ Value to 
producers 

= IQ * (Pd - Pw *X) 
■t-D-i-Il/(Q*Pd-rD) 
Q IS the quantity produced, 

Pd is the prtxiucer price i n domestic currency 
umiv. 


Pw is the world price in world currency 
units, 

X is an exchange conversion factor, 

D is direct government payments, and 
I is indirect transfers through policiessuch 
as input subsidies, marketing assistance 
and exchange rate distortions. 

11 The Cairns group consists of 14 developing 
and developed countries including Australia, 
New Zealand, Argentina, Brazil, Chile, 
Colombia, Uruguay, Malaysia, Indonesia, 
Thailand, Philippines, Fiji, Hungary and 
Canada. 
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Is Poverty Now a Permanent Phenomenon 

in Pakistan? 


S Akbar Zaidi 


Around mid-1990s, there was growing awareness and recognition that after two decades of poverty 
reduction, these positive trends had either slowed down, or worse still, had been reversed. Many studies 
which analysed and explained these trends, argued that poverty in Pakistan had been reduced due to a 
combination of factors, including high and sustained growth over a fairly long period of time, by the role 
and contribution made by remittances from the West Asia, and by a public policy which was not so much 
focused upon poverty alleviation per se, but dependent more on overall government spending. Since 1988, 
when the government started following an IMF and World Bank structural adjustment programme, almost 
every single macro-economic indicator with some poverty reducing impact, began to worsen. Over the last 
decade, growth has slowed down markedly, development and .social sector spending has been slashed, 
inflation has increased, manufacturing sector growth has been exceptionally low, and remittances have fallen 
to their lowest levels in 20 years. Hence, all the factors which may have had a positive influence on poverty 
alleviation, have deteriorated, possibly explaining why poverty returned to Pakistan and why it has continued 
to persist. With every government committed to such a stabilisation and restructuring programme, and with 
its own poor record of targeting for poverty alleviation, it is more than likely that poverty in Pakistan is 
going to grow and persist well into the future. 


TOWARDS the mid and late i980s, there 
was ample evidence which confirmed the 
perception that poverty had been falling 
in Pakistan continuously, for almost two 
decades, often at times quite dramatically. 
However, towards the very beginning of 
the 1990s, some concerns emerged which 
suggested that perhaps that the decline had 
slowed down, or had even been reversed. 
The question raised by researchers then, 
in the middle of the mid-1990s was, 
whether poverty had returned to Pakistan, 
a question which was answered in the 
affirmative by wide recognition and 
consensus, that poverty was on the increase, 
although data was still lacking to make 
definite and precise claims.' Later, the 
availability of data and interpretations and 
analysis of macroeconomic trends 
substantiated those earlier claims. Based 
on those trends, at the end of the 1990s. 
there is a feeling that poverty has continued 
to persist in Pakistan, and in fact, may have 
worsened considerably since the mid- 
1980s. The question which now needs to 
be asked is whether poverty has become 
a permanent feature of Pakistan' s economic 
and social reality, and whether it is here 
to stay, notwithstanding attempts at poverty 
alleviation. 

This paper hopes to answer the question 
posed as the title of the paper, based on 
a review of trends regarding poverty 
incidence over the last three decades. Its 
emphasis will be on an examination of the 
reasons why income poverty fell in the 
1970s and 1980s, and why it began to rise 
in the 1990s. If we can explain and 


understand the reasons for both trends, it 
would be helpful in answering our 
question, which is the main purpose of this 
investigation. At the outset, it is important 
to clarify the scope of this paper and, more 
importantly, to emphasise the areas it does 
not cover. This papei does not present a 
review of literature in the conventional 
sense, identifying previous studies which 
have looked at some of the many aspects 
of poverty in Pakistan, simply because 
there have been a couple of excellent and 
detailed recent reviews which do precisely 
this.^ Nor does the paper make any 
comment on the nature of methodology 
employed in estimating poverty lines and 
trends, and nor docs it get into the prcKess 
of estimating and presenting new numbers 
about poverty in Pakistan.^ A rural/urban, 
provincial/regional distribution is also not 
considered for the purposes of this study.'* 
This paper looks at the broad trends that 
have emerged in the incidence of poverty 
over the last SO years, attempting an 
explanation of these trends.^ In particular, 
it looks m far greater detail at the three 
or four years in the mid-1980s when poverty 
fell very sharply and gives reasons for this 
fall. This period is contrasted with that of 
more recent years, when poverty is 
supposed to have risen almost as 
dramatically as it fell. This contrast and 
explanation helps in understanding 
whclherpovcrty reduction in Pakistan took 
place under special conditions and whether 
those conditions are likely to be replicated. 
In addition, the paper discusses the current 
nature and causes of poverty in Pakistan, 


and a critical evaluation of government 
policies in redressing these poverty trends 
is also undertaken. Finally, in light of the 
causes by which poverty fell and current 
efforts at poverty alleviation, we attempt 
an answer to the question raiiied earlier, 
viz, is poverty now a permanent pheno¬ 
menon in Pakistan? 

ThUNDS in PoVtRTY 

Must of the studies which esti mate trends 
ill poverty levels and poverty incidence in 
Pakistan u.se a headcount measure under 
an arbitrarily defined poverty line. The 
poverty line itself is usually based upon 
the concept of consumption poverty, where 
a minimum aaily recommended calorie 
allowance determines that poverty line.^ 
While comparison between different sets 
of figures derived by different scholars is 
quite problematic, this has been the norm 
for most comparisons.^ Table I presents 
a number of sets of estimates of the extent 
of poverty across time estimated by 
different studies. 

The percentages presented in Table 1. 
and the numbers that they reveal, are in 
themselves critically important especially 
when the government of Pakistan does 
acknowledge the fact that in 1998-99, 
there are at least 36 million people or 6 
million households that fall below the 
poverty line [GoP 1992:21. Forthe moment, 
however, let us examine the trends in 
poverty incidence rather than the scale and 
magnitude of the incidence of poverty in 
Pakistan." The table confirms the view 
that poverty first rose in the 1960s, after 
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which it has seen a continuous decline 
until around 1987-88, after which, for the 
most part, there has been another rise in 
the incidence of poverty in the country, 
Gazdar, Howes and Zaidi (1994) study 
which was one of the background papers 
on which the influential World Bank's 
Pakistan Poverty Assessment report 
[World Bank 1995] was based, and the 
recently produced MHCHD/UNDP study, 
however show that the declining trend in 
poverty was seen to continue, albeit at a 
slower pace, into the 1990s. Nevertheless, 
the problems of data and measurement 
notwithstanding, almost all of the recent 
literature on poverty in Pakistan seems to 
suggest that there is a growl ng 'consensus' 
that poverty has increased since the early, 
and most certainly, since the late, 1990s 
[Zaidi 1999a for recent literature]. 
However, there is almost complete agree¬ 
ment that there was a formidable decline 
in poverty in the period 1969-70 to 1979, 
a drop of almost 16 percentage points over 
the decade, and an equally impressive fall 
of 13 percentage points in the next decade, 
until 1987-88. Moreover, in the 1980s, the 
period 1984-85 to 1987-88 shows a drop 
in poverty by more than 7 percentage points 
using panel 1A from Table 1, and almost 
9 points as seen in panel IC. 

Another noticeable trend from Table 1 
is the more or less consistent fall in urban 
poverty throughout the last 36 years. 
Although only 23 percent of the population 
li ved in cities in the early 1960s compared 
to almost 40 per cent today, this decline 
in urban poverty has continued even when 
there was a rise in rural (hence, overall) 
poverty. However, the dramatic fall in 
poverty in the 1970s was attributed to the 
huge reductions in rural poverty which 
accounted fora much larger proportion of 
the population and of the poor. The data 
from panel IB, in fact, shows that poverty 
in urban areas in the mid-1990s, had 
virtually been eliminated.*® 

If we examine trends in income distri¬ 
bution, we observe that during the 1960s 
when there was high growth and poverty 
increased, the Gini coefficient fell from 
0.355 to 0.33 improving the distribution 
of income for both urban and rural areas 
(Table 2). In the 1970s, there was again 
an inverse relationship between poverty 
and income distribution, with the latter 
improving and theformer worsening. Both 
the 1980s and the 1990s saw poverty and 
income distribution moving in the same 
direction, with poverty falling in the 1980s 
and income distribution improving; the 
decadeofthe 1990s had theoppositetrends. 
Currently, income distribution based on 
the Gini coefficient is worse than what it 


was in the early 1960s [MHCHD/UNDP 
1999:85], 

Explaining the Trends 
IN Poverty, 1960-88 

In much of the literature that has 
examined poverty trends in Pakistan, a key 
concern has been with the relationship 
between economic growth and poverty. 
Although most authors have argued and 
cautioned that there are no hard and fast 
rules which reveal an automatic, strong 
correlation, poverty is seen to be closely 
linked to, if not determined by, economic 
growth. In fact, economic growth is 
considered to be an essential prerequisite 
for poverty reduction. Almost every study 
examining the relationship of economic 
growth on poverty alleviation has argued 
that ‘economic growth is the foundation 
on which poverty reduction can be 
achieved’[World Bank 1995:iii] and that 
'economic growth plays a dominant role 
in poverty alleviation and without strong 
and sustained economic growth poverty 
alleviation is not po.ssible' [GoP 1998b:41. 
A broad trend in the incidence of poverty 
can be gauged from Table 3, where trends 
in economic growth and poverty are 
presented over the last five decades. The 
table suggests, perhaps, that for the 1960s 
and 1970s, growth and poverty did not 
seem to have the ‘correct’ relationship, 
and only in the 1980s and 1990s, did both 
move in the right, inverse direction. This 
important theme is developed later in this 
paper, where the focus shifls from merely 
looking at growth, to emphasising the 
context, nature and impact of growth. 

Although urban poverty declined in the 
1960s, it was a considerable rise in rural 
poverty which resulted in an overall 
increase in poverty during Pakistan’s 
development decade. In one of the very 
few papers that explain and analyse (rather 
than merely document) poverty in the 
i960s, Irfan and Amjad (1984), provide 
an explanation for the rise in rural poverty. 
The authors’ main argument is that the 
reason for high levels for poverty in the 
1960s well into the 1970s is to be found 
in the significant changes in the agrarian 
structun, especially the size distribution 
of holdings which were said to have had 
important repercussions for the rural 
occupational distribution of households. 
New technology was a key factor, which 
allowed large landowners to resume land 
previously rented-out for self-cultivation. 
Tenant farmers were hence evicted, and 
had either to operate smaller landholdings, 
or then join the ranks of the landless 
labourers. Although there was greater 
agricultural growth on account of 


technological innovation, at the same time, 
thecondiUonsofthoseevicteddidprobably 
deteriorate. Increased mechanisation led 
to a decrease in demand for labour which 
may have been one of the key reasons for 
the increase in poverty despite high growth 
in output. 


Table 1: Trends in Poverty 


Year 

Total 

Rural 

Urban 

1 A Proportion of poor 



(headcount per cent) 



1963-64 

40.24 

38.94 

44.53 

1966-67 

44.50 

45.62 

40.96 

1969-70 

46.53 

49.11 

38.76 

1979 

30.68 

32.51 

25.94 

1984-85 

24.47 

25.87 

21.17 

1987-88 

17.32 

18.32 

14.99 

1990-91 

22.11 

23.59 

18.64 

1992-93 

22.40 

23.35 

15.50 

1998-99 

26.0 

NA 

NA 

IB Incidence of poverty (per cent) 


1975 

35.5 

49.8 

19.0 

1980 

27.7 

36.2 

11.8. 

1985 

9.4 

15.2 

7.4 

1990 

12.4 

19.0 

4.8 

1995 

14.7 

23.1 

2.6 

1C Proportion of poor 



(headcount per cent) 



1984-85 

46.0 

49.3 

38.2 

1987-88 

37.4 

40.2 

30.7 

1990-91 

34.0 

36.9 

28.0 

ID Proportion of poor 



(headcount per cent) 



1986-87 

26.9 

29.4 

24.5 

J987-88 

26.4 

29.9 

22.7 

1990-91 

23.3 

26.2 

18.0 

1992-93 

20.3 

22.5 

16.8 

1993-94 

20.8 

24.4 

15.2 


Source: lA: Amjad and Kemal (1997), except 
for the year 1998-99, which is an 
estimate by the Planning Commission, 
Government of Pakistan (1999), which 
uses the same table us the original in 
Amjad and Kemal (1997)^ IB; Social 
Policy and Development Centre (1998), 
1C: Gazdar, Howes, and Zaidi (1994); 
ID: MHCHDAJNDP(1999). 

Table 2: Trends in the Gini CoEmoENT 


Year Gini Coefficient 



Total 

Rural 

Urban 

1963-64 

0.355 

0.348 

0.368 

1966-67 

0.351 

0.314 

0.388 

1968-69 

0.328 

0.293 

0.370 

1969-70 

0.330 

0.295 

0.361 

1970-71 

0.326 

0.273 

0.359 

1971-72 

0.344 

0.309 

0.381 

1979 

0.375 

0.319 

0.380 

1984-85 

0.428 

0.345 

0.379 

1985-86 

0.355 

0.330 

0.354 

1986-87 

0.346 

0.312 

0.357 

1987-88 

0.348 

0.307 

0.366 

1990-91 

0.407 

0.410 

0.390 

1992-93 

0.390 

0.367 

0.384 


Source: MHCHD/UNDP (1999: 83). 
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Growth rates for GDP, agriculture, and 
manufacturing in the 1960s were two or 
three times those of the 1950s, and 
substantial structural changes were made 
in the economy in this decade. A GDP 
growth rate of a!mo.st 7 per cent for a 
decade and nearly 10 per cent for 
manufacturing (Table 4) were probably 
responsible for the fall in urban poverty 
during the 1960s. The mixle of production 
and relations of production were 
dramatically transformed in this decade, 
and although agricultural growth rose 
substuntially, it was the munufucturing 
sector which was responsible for the high 
growth rates in the economy and for the 
lowering of urban poverty.'* 

While growth, particularly in the 
manufacturing sector, may have been the 
main cause for the reduction in poverty 
in urban areas in the 1960s, the reasons 
for the fall in poverty in the 197()s are less 
directly related with growth, and hence are 
far more interesting and instructive, 
particularly when we later consider the 
mrtre recent trends in poverty and their 
explanations. The I970.S, mainly due to 
political factors, were the only years in the 
history of Pakistan, when the issues of 
poverty and economic equality were 
prominent IGazdar 1998:8; Burki 1995:J]. 

The much derided nationalisation 
programme of the PPP government of 
1972-77 may have been a key factor that 
piovidcd and ensured employment 
guiirantees to a vocal, predominantly urban, 
population. Public sector employment 
‘soared’ [Gazdar 1998:31 and the share of 
the social sectors in development plans 
increased substantially. In fact, when the 
PPP government was removed in 1977, 
development expenditure in 1976-77 was 
an extraordinary 11 per cent of GDP, the 
highe.sl ever in Pakistan's 52 -year hisutry 
(Tahir 1999:112). Because of its political 
orientation, a numberof important changes 
were enforced in the economic and social 
stiucturc in Pakistan during the 1972-77 
ireriod, many having a positive impact on 
poverty reduction, but perhaps not an 
immediate impact on economic growth.' * 
A number of policies which may have 
had' an impact on poverty ieducing 
measures included land reforms imple¬ 
mented in 1972; the nationalisation of 
banks which resulted in a growth of the 
number of branches by 45 per cent in five 
years, resulting in an 11 -fold expansion 
in credit to agriculture, with the network 
reaching even far flung remote rural areas. 
As Tahir writes, ‘for the first time, credit 
was also directed towards small farmers, 
businesses and industries and low-cost 
housing through mandatory targets for 


the banks’ (Tahir 1999:1091. Self- 
employment and the small scale sector 
were also encouraged by directed credit 
to small businesses and industries by the 
nationalised commercial banks and by the 
overall economic and |X)litical environ¬ 
ment which favoured the small scale 
industrial and services sector at theexpense 
of the large scale. Urban employment also 
increased ‘significantly’ due to the 
booming construction sector as many 
ambitious public sector programmes 
were initiated (Tahir 1999:1111;'-^ urban 
wages also rose sharply in the mid- 197()s. 

While many of these programmes and 
initiatives may have had employment 
enhancing and poverty reducing conse¬ 
quences. an additional factor which was 
to change the face of Pakistan’s economic 
and social structure, particularly in the 
198()s, had its origins in the mid-197()s, 
and was to have a significant impact on 
poverty reduction from 1975 onwards up 
to the end of the 1980s. This was the 
process of migration to the West Asia and 
the beginning of the remittance economy. 
During the 1972-77 period alone, as many 
as 100,000 workers left Pakistan to work 
overseas, sending in $ 1.4 billion in this 
period, a sum gieater than the oil import 
bill for the country (even after the OPF.C 
price rise) in the same period (Tahii 
1999:1101. In the period 1977-80, an 
additional $ 4.2 billion hud been remitted 
to Pakistan from the West Asia. 

This proee.ss which began in the 1970s 
was to become the single biggest factor 
which resulted in the high growth rates lor 
the cconotny and. simultaneously, lor 
poverty reduction, in the decade of the 
1980s (see Amjad and Kemal 1997; sec 
Table 4). A great deal has been '.vritten 
on the West Asia phenomenon and its 
impact (AddIcton 1992 (and in this section 
we look mainly at the broader economic 
growth and poverty -reducing mechanism, 
with far more detail at the nature of that 
growth and on poverty on account of 
remittances from the West Asia, in a later 
section. Moreover, since there arc a large 
number of studies which look at trends in 
poverty in the 198().s and offer some 
explanations for the leasons in its decline 
(MHCHD/UNDP 1999; Gazdar 1998; 
Sahibzada 1999; Amjad and Kernel 1997; 


SaycedandGhaus 1997, World Bank 1995; 
Burki 1995; Malik 1994;Ercelawn 1992), 
we pre.sent the more important arguments 
in somewhat summarised form below. 

The high growth rates of the 196()s were 
repeated in the 1980s (Table 4) with the 
manufacturing sector leading overall eco¬ 
nomic growth, just as it did in the 1960.S. 
It was primarily these high growth rates 
m the economy which were responsible 
for the fall in poverty for much of this 
decade. Income per capita in the 1980s 
rose by 3.2 per cent a year, compared to 
the 3.9 per cent rise recorded in the 1960s. 
Development expenditure continued to be 
high for most ol the 1980s, as did spending 
on the .social sectors, especially in the 
period 1984-85 to 1987-88, when poverty 
fell markedly (Table 1) - this peruxi is 
dealt with separately below because of the 
large reduction in poverty. The trend of 
increasing publicscctoremployment begun 
in the 1970scontinued well into the decade 
of the eighties; urban and rural wages also 
showed signs of an incrca.se in this period. 
Probably (he most important contributor 
to growth and to poverty reduction in this 
pci iod was the amount of money remitted 
from the We^t Asia. In (he decade of the 
1980s, as much as $ 23.1 billion were 
remitted to Paki.staii, equivalent to almost 
10 per cent ol GDP in 1982-83 - see the 
implicatioiis of this in another .section 
below. 

Although the discussion above presents 
some of the more general iirguments which 
help explain the itill in poverty in the 
1980s, it would be useful to look at some 
more detail at the period 1984-85 to 1987- 
88 when perhaps, poverty fell the fastest 
in such a short period Theie arc many 
specific causes lor this reduction which 
throw light on issues related to poverty 
reduction at the end of the curient decade. 
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While remittances from the West Asia 
continued to play a critical role in terms 
ofeconomic gmwth and poverty alleviation 
between 1984-85 and 1987-88, a number 
of other important indicators and trends 
in this short period stand out: public 
expenditure m this period was above 26 
per cent of GDP in three of the four years, 
and was 26.7 per cent of GDP in 1987- 
88, ‘the highest ever in the country’s 
history’ [Tahir 1999:1181; the overall 
government deficit was on average 8.2 per 
cent of GDP, higher than the annual average 
of 7 per cent lor the entire 1980s. A key 
component of the development strategy in 
this period was the Junejo government’s 
Five Point Programme, launched in 1985- 
86, which had a high rural component. The 
programme focused on education, health, 
roads, electrification, water supply and 
sanitation, seven maria plot schemes for 
rural housing, all with a primarily rural 
focus. In addition, there was the s|)ecial 
development programme for local develop¬ 
ment. education and housing, alongwith 
the Senators’ and member of the National 
Assembly’s (MNAs') programmes, where 
elected representatives were allotted large 
amounts of money to spend on develop¬ 
ment projects in theirconstituency. Expen¬ 
diture by government on health (as a 
percentage of GDP) in this period was 
higher than the average 0.7 per cent for 
the 1980.S. rising to 1 per cent of GDP in 
1987-88, amongst the highc.st allocations 
ever; similarly, expenditure on education 
in this period rose to an average of 2.3 per 
cent of GDP, higher than the 1.9 per cent 
averageforthc 1980s. The overall financial 
allocations for the Five-Point Programme 
exceeded the Plan allocations by 18 per 
cent. There was a significant shift in 
re.sources 'towards rural areas as rural 
devcloptnent utilised 48 per cent of the 
actual cxpendiiu.'c compared to the 32 per 
cent allocated originally in the Plan'[Tahir 
1999:118|. Moreover, this accelerated 
spending on rural infrastructure is said to 
have prc:noted employment and income 
opportunities for the rural pooi. while 
some urban schemes offered opportunities 
for the urban poor and unemployed [Tahir 
1999:1181. Moreover,even growth showed 
above average trends, with 6.8 per cent 
growth in GDP in this period, compared 
to the 6.45 average for the entire decade; 
with a bumper cotton crop of 8.6 million 
bales, growth in 1987-88 was led by an 
impressive 10 percent growth in the manu¬ 
facturing sector. Along with impressive 
rates of growth and poverty reduction, this 
period also pr^ bably saw the largest falls 
in the Gini coefficient suggesting that 
reduction in income inequality also 


improved; the Gini coefficient fell from 
0.428 in 1984-85 (probably the highe.st 
ever), to 0.348 in 1987-88. Interestingly, 
the Five-Point Programme was terminated 
with the dismissal of the Junejo govern¬ 
ment towards the end of the fiscal year 
1987-88, in May 1988. Perhaps the cul¬ 
mination of this programme helps explain 
the trends observed in the incidence of 
poverty after 1988, as shown in Table 1. 

Why Diu Povrkty Return lo Pakistan 
AND Why Does It Stii.i. Persist?; 

1988-99*“ 

Perhaps the answer to this question lies 
in much of the argument made in the 
previous .section, especially regarding the 
fall in poverty in the 1980s, and more 
specifically, with reference to the period 
1984-85 to 1987-88. The factors which 
led to poverty reduction in the eighties 
were, primarily, high growth rates helped 
by very significant remittances, and an 
active and spendthrift public sector. Let 
us examine the trends in these and other 
key inlluences on poverty towards the end 
of the 1980.S. 

Just as the declining trends in poverty 
at the end of the 1980s coincide with the 
end of the Five-Point Programme, they 
also, equally coincidentally, begin a 
slowing down or reversal, at the start of 
a comprehensive IMF-funded .structural 
adjustment progiamme (SAP) initiated in 
the fiscal year 1988-89, in December 1988., 
Although there has been criticism on the 
rationale for Pakistan undergoing such a 
programme when it did, it is important to 
describe the nature and contents of such 
programmes.'^ 

One of the criticisms that has been 
directed against the IMF and the World 
Bank sponsored SAPs is that these 
programmes are usually too uniform in 
nature and are implemented universally 
across countries, without taking due 
cognisance of particular histories, in.stitu- 
tions. structures, and these programmes 
lack any semblance of contextual ity. A 
very general economic restructuring 
programme designed for any or all 
countries in need of restructuring has, at 
best, a .cw minor specificities which are 
spelt out in the details of the programme 
for each country. Usually, a few specific 
targets or a set of numbers to be achieved 
at the end of the programme period, dif¬ 
ferentiate one country’s programme from 
that of another. 

Structural adjustment programmes are 
meant for economies in ‘distress’, often 
on the ‘brink of disaster’, having usually, 
though not exclusively, balance of 
payments problems. The aim of the SAP 


is to reduce the current account deficit, to 
lower inflation, increase the growth rate 
in the economy, and tocut the fiscal deficit. 
The mcchani.sm to achieve these goals is, 
by now, fairly well known and standard. 
Countries are expected to remove non¬ 
tariff barriers, replacing them with tariffs, 
tariffs which are supposed to be lowered 
substantially across the adjustment period, 
so that cross-border ‘distortions’ are 
removed by getting ‘prices right’. On the 
trade front, in addition to large reductions 
in tariffs, countries are expected to devalue 
theircurrencies so that domestic currencies 
better reflect the true price of foreign 
currencies, where their demand andsupply, 
rather than government intervention, 
determine that price. Greater liberalisation 
and openness, with more focus on exports, 
rather than on import substitution, form 
the key ingredients of what goes for trade 
sector ‘reform’ under the SAP. 

Often the fiscal deficit is considered to 
be the mother of all evils, and the most 
significant and real cause of the distortions 
and problems that exist in the economy. 
In fact, all the problems which determine 
the need for a SAP, such as, high inflation, 
low growth, a high current account deficit, 
lower private sector investment, crowding 
out, and sundry problems are (incorrectly) 
attributed to a high, ‘unsustainable’ fiscal 
deficit. Hence, a cut in the fiscal deficit 
is probably the most important component 
of the SAP. The World .Bank and the IMF 
advise countries undergoing adjustment 
to rationalise their tax structure, to impose 
a consumption-oriented general sales or 
value added tax, to impo.se taxes on .sectors 
of the economy currently exempted, and 
to remove all special privileges given to 
sectors of the economy in order to 
encourage certain industries or sectors. 
On the expenditure side, a cut in govern¬ 
ment expenditure is critical in order to 
reduce the fiscal deficit, where pn vatisation 
is promoted so that loss-making govern¬ 
ment departments and institutions can be 
handed over to the private sector. While 
the emphasis in cutting government expen- 
diture is usually on consumption 
expenditure, frequently countries are asked 
to cut overall spending which includes 
capital and development expenditure. By 
hoping to raise revenue by imposing more 
taxes, and by cutting ‘wasteful’ govern¬ 
ment expenditure, countries are expected 
to reduce their fiscal deficit to more 
‘sustainable’ levels. The removal of 
subsidies which, in most underdeveloped 
countries are on food items, essential inputs 
like fertiliser, or on utilities, is also an 
important plank of the policy directed to 
reduce the fiscal deficit. 
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Regardless of the causes for inflation, 
monetary ‘discipline’, in the form of 
limiting monetary expansion to some 
preconceived quantum, is supposed to be 
pun of the adjustment programme. The 
interest rate, at the same time, is suppo.sed 
to be determined by the supply and demand 
for credit and money, i e, by the market. 
Government intervention to determine the 
interest raic or to provide directed credit 
to key sectors and industries at subsidised 
rates, is actively discouraged. Financial 
liberalisation, with less government control 
over the banking sector, with far more 
competition, is expected by countries 
following agreements over the adjust¬ 
ment programme. Also, the preferential 
financial treatment to state-owned enter¬ 
prises is to be eliminated, so tliat the.se 
enterprises become more responsive to 
market signals. 

In essence then, the SAP is supposed 
to be more market friendly, it is expected 
to promtrtc pnvate sector initiatives and 
interests, remove distortions in the 
economy by getting domestic and cross- 
border prices right, and to open up the 
economy to foreign goods and competition 
from abroad as the process of globalisation 
proceeds. In addition, privatisation should 
form an important component of the 
programme, and the role and involvement 
of the government in the economy and 
other sectors, should be minimised. The 
government’s role should become one of 
an ‘enabler’, rather than an implementor, 
so .says this philo.sophy. 

Having followed at least three SAPs (of 
the Extended Structural Adjustment 
Facility - ESAF - variety) and numerous 
smaller programmes since 1988, it would 
be important to examine some of the 
measures taken by the numerous govern¬ 
ments in power in Pakistan since 1988, 
and determine the consequences on key 
variables affecting poverty. 

Although it is difficult to prove causality, 
some interesting observations on the 
economy after 1988 help show how the 
economy has performed afterthe initiation 
of the SAP. Firstly, the overall growth rate 
of GDP has fallen well oclow trend levels, 
and appreciably below the average of the 
1980s (seeTable 3). In the nine years since 
the implementation of the programme, in 
only one of those nine years was growth 
in GDP more than the average 6 per cent 
observed since 1977; in two of those nine 
years, in 1992-93 and in 1996-97, the 
growth in GDP was 2.27 per cent and 1.3 
per cent, respectively, the lowest in more 
than three decades. In the nine years since 
1988, inflation was in double digits in 
seven of those nine years, while previously 


in the 40 years between 1947-87, inflation 
was in double digits on only seven 
occasions. Even the State Bank of 
Pakistan’s Annual Report for 1996-97 
admitted that 'almost all macro-cconomic 
indicators showed that 1996-97 was one 
of the most difficult and disappointing 
years in the economic hi.story of the 
country’ (cited in Tahir 1999: 1261. 
Another government report accepts the 
fact that since the growth rate of real per 
capita income has been about 1.3 percent 
in the period 1991-98, it ‘has been very 
low to make any dent on poverty’ (GoP 
1998b: 3). 

At one stage manufacturing had been 
the leading sector in the economy, with 
growth rates averaging 9.1 percent between 
1980-88; this rate fell to an average of 4.9 
percent for the period 1988-97, falling to 
a mere 1.19 per cent in 1996-97, the lowest 
in the last 30 years. As an obsession to 
cut the fiscal deficit, public expenditure 
has been cut, and development expenditure 
in particular has borne this brunt. From 
a high of 9.3 per cent of GDP in 1980- 
81, development expenditure has been 
falling since, and in 1997-98, only a little 
over 3 per cent of GDP had been allocated 
under this head. Additionally, remi¬ 
ttances, which had played such an 
important role in the 1970.S and 1980s in 
alleviating poverty, declined by about 41.8 
percent (incon.stant prices) between 1982- 
83 and 1995-96 [Amjad and Kemal 1997: 
56| and in 1996-97, were the lowest since 
1978-79. 

Public sector employment, historically 
an important anti-poverty measure, has 
fallen, while wages have decreased in real 
terms: real wages, which increased by 0.7 
per cent between 1980-91, fell by 2 per 
cent between 1991 -95 (Sayeed and Ghaus 
1996); public sector employment is 
estimated to have fallen by 10 jK-r cent 
during 1990-93, and 43.2 per cent of 
workers previously employed in public 
enterprises were laid off by their new 
employees (Kemal 1994J. Moreover, it 
has been seen that ‘overall unemployment 
in occupations with a high incidence of 
the poor has dramatically increased and 
real wages of skilled and unskilled labour 
sharply declined. In addition, subsidies 
that were critical to the consumption pattern 
of the P'Dor have been cut while the burden 
of indirect taxes on the {roorest income 
group has increased. Not surprisingly, there 
has been an increase in poverty and 
inequality, particularly in the rural areas’ 
[Khan 1997:203-04J. Providing statistical 
evidence for these figures, Kemal (1994) 
has shown that the share of wages in 
national income fell from 32.3 per cent 


in 1987-88 to 30 per cent in 1990-91, and 
personal income distribution which 
improved between 1979-88, worsened 
considerably between 1987-91, with the 
overall Gini coefficient increasing from 
0.35 in 1987 to 0.41 in 1991; in rural areas, 
the Gini coefficient increased from 0.307 
to 0.41 in the same period [Kemal 1994J. 
In addition, not only was there a cut in 
food subsidies of 22.4 per cent between 
1991-95 (Sityeed and Ghaus 1996J, there 
has been a cut in subsidies from 2 percent 
of GDP in 1988-89, down to only 0.5 per 
cent in 1996-97 (Jahir 1999: 125], 
Moreover, the ‘rationalised’ lax structure 
has resulted in more indirect taxes, with 
a decline of 4.3 per cent of the tax burden 
on the rich, with an increa.se of the tax 
burden by 10.3 per cent on the poor 
(Kemal 1994J. The rate of unemployment 
which was 3.1 per cent in 1987-88, has 
incrca.scd to around 5.4 per cent in 1997- 
98, with more than two million currently 
unemployed. The government of Pakistan 
estimates that the extent u4' under¬ 
employment is currently around 20 per 
cent of the labour force, and that us many 
as 1.3 million |)crsons will enter the job 
market ea^cli year adding to the pool of the 
unemployed, us at least half of 
these ‘cannot expect to find work at the 
present rate of labour ab:.orption’ (GoP 
1998: 61. It fears that ‘the problem of 
unemployment may intensify further’ (GoP 
1999: 14|. 

It is important to emphasise that while 
these numbers show a very obvious 
downward trend since 1988 when the SAP 
was introduced, wc cannot prove that this 
is on account of the programme alone, 
smts there arc numerous tiiher factors 
which have also affected the economy 
since 1988. Nevertheless, given the 
druniaiic changes that have taken place as 
a consequence of the programme, common 
sense suggests that it is more tha” likely 
that the adjustment programme had a 
large contribution to play in this 
downtrend. The result of the.se dramatic 
trends is, clearly, likely to be .seriously 
deleterious.'* 

Every single indicator which has some 
poverty reducing impact, such as economic 
growth, manufacturing .sector growth, 
employment, public expenditure, develop- 
ment expenditure, remittances, and 
subsidies, has worsened over the last 
decade. The impact on poverty should be 
equally clear. It is no surprise then, that 
poverty has increased in Pakistan over 
the lust decade, and given current macro¬ 
economic trends, is likely to persist and 
possibly increase over the next 
few yeans. 
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P()V1.RTY AlXbVlATION: TlIbN ANIJ NoW 

What emerges from the discussion 
above is that poverty alleviation has taken 
place via the mechanism of economic 
growth, high remittances and active public 
policy, rather than specific policy designed 
to alleviate poverty as such. There have 
been some special development pro¬ 
grammes, like the Junejo government’s 
Five -Point Programme, which had a focus 
on employment generation and on infra¬ 
structure development, but again, not 
specifically with a poverty alleviation 
focus. It seems that poverty has been 
reduced in the past through other linkage 
mechanisms, rather than through a direct 
‘as!>ault’ on poverty itself. This has been 
the ca.se even when poverty was at its 
greatest heights in the 1960s, when explicit 
poverty reducing policies did not really 
exist. There does not .seem to have been 
a conscious effort to alleviate poverty in 
the past, and most of the reduction may 
have taken place primarily as a result of 
positive externalities. It is only of late, 
after around the mid-1990s, when there 
has been a scare regarding poverty and 
direct attempts to reduce it have been 
devised.*^ However, before we examine 
the new strategy for poverty reduction for 
the next few years, it might be worthwhile 
to consider in some detail, what may have 
been the best and titost effective poverty 
alleviation mechanism in Pakistan, that of 
remittances. 

References to the role of West Asia 
remittances from 1975 to the end of the 
1980s in the sections above have ac¬ 
centuated the significance they had on 
growth and on poverty alleviation How¬ 
ever, what is often overlooked, is the 
mechanism through which remittances 
acted as a poverty alleviating device.'* It 
has been argued that ‘large scale migration 
to the West Asia became the single most 
important economic event in Paki.stan 
during the 1970.S and 1980.S. No other 
occurrence iiad such a pervasive impact 
on so many areas of Paki.stan’s economy 
and .society’ lAddIcion 1992: 4). Most of 
the migrants from Pakistan came from 
rural areas and many 'thousands of rural 
Pakistani families particip.tled in the 
employment and remittances boom in the 
We.st Asia’ fAddIcton 1992: 881. More 
than two million people wcie sent abroad, 
out of which at least 1.2 million w'cre from 
rural areas. There was widespreao partici¬ 
pation from the harani districts of the 
Punjab and NWFP. which repre.scnt some 
of the poorest districts of the country: ‘in 
this sense, theWest Asia migration had a 
certain redistributional aspect in that it 


provided at least temporarily exaggerated 
income streams to some areas where 
opportunities for productive employment 
were extremely limited’ [Addleton 1992: 
95-961. Household incomes fora few years 
were seen to have been increased by 
anything between two to four times. The 
.sectors whose growth of output was 
affected most by the increased demand 
generated by remittances, included the 
small scale .sector, construction, tran.sport 
and communications, and wholesale and 
retail trade, especially in rural and peri¬ 
urban areas. Increases in incomes, 
especially for poorer families, resulted in 
increased expenditure on food, clothing 
and shelter [Addleton 1992:137).Becau.se 
of the individual nature of decisions about 
consumption, savings and investment, the 
developmental impact of remittances 
resulted in ‘diffused, dbcentralised mixles 
of development’ [Addleton 1992:125[. In 
comparison, ‘official development expen¬ 
ditures rt'.aching individual villages in the 
less developed barani areas paled in 
comparison with income generated by 
migrants themselves’ [Addleton 1992: 
147-8[. It was not only the large number 
of migrants and their families who 
benefited, but local economics were also 
transformed in many ways, with local 
produce (milk, fruits, vegetables, etc) being 
in greater demand as incomes rose, which 
‘enhanced the impact of remittance 
spending locally, increasing incomes and 
employment opportunities for villagers not 
directly involved in migration’ [Addleton 


1992: 153]. Many returning migrants 
opened shops and hotels, started taxi 
services, opened small workshops, ail of 
which had similar results. There were 
visible aspects of change, such as ‘increa¬ 
sed transportation, improved housing, 
high rural incomes, more diversified 
villageeconomies, decentralised decision 
making, expanding availability of con¬ 
sumer goods, and so forth’ [Addleton 
1992: 155]. As Burki writing in 1988 
argued, ‘the rea.son why Pakistan seems 
to be relatively free of absolute poverty 
has less to do with deliberate government 
policy; it is more the result of remittances 
from the West Asia’ [quoted in Addleton 
1992: 163 fn]. 

It is only very recently that the govern¬ 
ment has actually accepted the existence 
of poverty and has acknowledged that not 
only docs it exist, but that it has increa.sed 
over the last decade. With task forces and 
working groups set up to provide insight, 
into the persistence of poverty, a pro¬ 
gramme for the alleviation of poverty has 
been announced, and has even been 
included as a ‘strategy’ in the Ninth Five- 
Year Plan. Unlike the previous non¬ 
strategy, where the government was mainly 
involved in running the economy and in 
providing developmental expenditure and 
services, the current strategy sees a far 
more active and involved role for govern¬ 
ment in poverty alleviation [GoP 1999, 
L998, 1997J. Government now enters as 
an acti ve agent in the process of poverty 
alleviation. 
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The main components of the human 
development and poverty reduction 
strategy include the following [GoP 1999, 
1998, 1997]: 

- substantial economic growth, at a fast 
pace, resulting in an increase in per capita 
income; sustainable economic growth is 
to take place through infrastructure 
development, taxation reform, financial 
.sector development, a restructuring of the 
manufacturing sector, and an overhauling 
of the agrarian system; growth is to be 
labour intensive and ‘people friendly’; 

- to provide employment opportunities to 
counter the recessionary trends and to 
provide employment for poverty reduction; 

- expand and improve the quality of social 
services; 

- mobilisation of support organisations, 
NGOs, and partnerships with the private 
sector; 

- community based participatory develop¬ 
ment programmes; 

- a system of social safety nets; 

- micro-credit programmes for the poor; 

- development of human resources and 
basic skills; 

- information needs for poverty policy; 

- empowerment of women; and 

- the issue of governance. 

Earlier, the Working Group on Poverty 
Alleviation and the Task Force on Poverty 
Alleviation, included; 

- setting up small scale industrial sectors; 

- a national reconstruction corps; 

- .setting up various training institutes; 

- .schemes for the eradication of child 
labour; and 

- setting upof rural support organisations. 
On paper, at least, it seems that the 

objectives, intentions and approaches of 
the poverty reduction strategy and of the 
task force and the working group, seem 
wel I meaning. However, examined at closer 
quarters, most, if not all, attempts are 
likely to fail or to fall far short of any 
meaningful targets. 

There are three main criticisms which 
make this strategy somewhat less 
meaningful, dealing with issues related to, 
firstly, macro-economic objectives having 
an impact on employment, growth and 
public ex'penditure; secondly, issues of 
targeting; and finally, issues related to the 
non-governmental organisation sector and 
community participation. 

Theeconomic strategy of the government 
which announced these ambitious goals, 
continues to be that of structural adjust¬ 
ment. Almost every study that hascritically 
examined the impact of such economic 
programmes has emphasised the negative 
impacts on growth, employment, public 
expendituK and on poverty. Even the 


World Bank (1995) which is a strong 
proponent of the SAP acknowledges that 
there are significant transitionary costs - 
however, how long this transition is to 
continue and when, if ever, these trends 
improve, is never made clear. Even the 
government of Pakjstan accepts that there 
are very serious consequences of following 
this policy; 

Pakistan's economic reform agenda calls 
fur major structural changes, the burden 
of which has and is likely to fall largely 
on the weaker .segments of the populaiion. 
In the past, rising unemployment, infla¬ 
tionary tendencies and high cost of essential 
imports, all have li.id adverse impact on 
the poor. Fiscal expediencies increasing 
reliance on the indirect and regressive 
measures in laxalion, continued decline in 
the ratio of PSDP (Public Sector Develop¬ 
ment Programme) to GDP, privati.satioii, 
have also placed a significant propoilion 
of the transitional burden on the pour with 
incrca.scs in imcinploymcnt .. One major 
area of concern is lo prevent poverty in¬ 
creases in the transition period, particularly 
in view of declining public sector ex|H:n- 
diturcs and its negative impact on employ¬ 
ment generatioii (v/c) IGoP 1999: b| 

Thisanalysiscontinues with an extensive 
list of the negative consequences of 
following the SAP, and the realisation that 
the.se policies have given rise to the ‘current 
recessionary situation'. It argues that as 
a consequence, there has been an ‘adverse 
impact on employment, increase in poverty, 
and more impoitantly viiinerability of those 
above the poverty line to the poverty trap, 
caused by a massive reduction of employ¬ 
ment opportunities, reduction in con¬ 
struction activity across the country, and 
an overall depression in economic 
activities' (GoP 1999:8]. Having realised 
what has happened m the past, nevcrthelc.ss, 
the government is ‘committed to reduction 
of budget deficits and other stability 
measures - (Llimitationson the size of the 
development programme and limitations 
on its pro-ptxir nature may adversely i inpact 
the unemployment problem’ (sic) (GoP 
1999: 8). in light of these trends, a senior 
government official concludes, that ‘in 
this environment, poverty as a concern 
cannot figure prominently’ [Tahir 1999: 
126). 

Other writers have found that, although 
the slowdown in economic growth in the 
1990s had serious con.sequcnces for 
poverty reduction, the current economic 
agenda of the government continues to be 
that of the earlier years, with the opening 
up of the economy, reduction of subsidies, 
and more privatisation. These so-called 
reforms, ‘have not yielded tangible benefits 


in terms of growth or poverty reduction’ 
(Gazdar 1998: 13). and the context for 
poverty alleviation or elimination is not 
as promising now as it was in the 1980s. 
In order to address the problem of poverty, 
Burki argues that the economy needs 
growth ai iwicc the increase in population 
growth to make a serious difference in the 
incidence of poverty’ (Bukri 1995: 10). 
A growth rate of between 5.6 and 6 per 
cent each year .seems unlikely given recent 
trends in economic growth of 1.3 per cent 
(1996-97), 5,4 percent (1997-98), and the 
expected 3.5 per cent for the current fiscal 
year 1998-99. Given the exp'triencc since 
1988, it seems that few of the major macro¬ 
economic indicators affecting growth and 
poverty will improve, making many of the 
government’s initiatives for its poverty 
reduction strategy redundant. It seems that 
the transitionary period is likely tocontinue 
for some time yet. 

Some of the new initiatives proposed by 
th£ government require effective targeting 
if any worthwhile results are to be 
accomplished. Also part of the strategy are 
social .salety nets which arc currently in 
place in the form of zakat, tishr and the 
htiiiul in(4al,ti\\ of which require effective 
targeting. Moreover, the increased, direct, 
in volveincm of government in the lives of 
the poor would also require efficient 
delivery. The evidence available about the 
g(;vernment’s current targeted .schemes 
docs not confer much confidence in 
existing or future schemes. Findings have 
shown that the system of tishr is 
‘moribund’, and the system of zakai ‘is 
not working effectively’ (Bcallctal 1994: 
ixj. These .social safety nets are .said to 
have low benefits and the ‘coverage is 
generally low and amounts di.sbursed do 
not constitute a significant contribution to 
household budgets, and do not provide a 
springboard to lift the poor out of poverty’ 

1 Beall et al 1994: 41. As Burki argues, 
despite these schemes, ‘government 
support forthc poor remains insignificant’, 
and, ‘the state in Pakistan has failed to 
erect a strong safely net that cun catch 
those people who fall into the trap of 
poverty as a result of economic and social 
changes’ (Burki 1995:21. Numerouscases 
have been cited which .suggest that the 
mechanism for social safety nets is .seen 
as ‘being both inefficient and corrupt’, 
and corruption, patronage, political influ¬ 
ence and pilferage appear to be widespread 
problems. Hence, ‘in the current admini¬ 
strative climate and in the context of high 
levels of popular scepticism and mistrust, 
dcvelopi ng strategies for sustainable social 
assistance programmes cannot be separated 
from the i.s.suc of governance’ (Burki 1995; 
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xii|. The high profile, much publicised, 
donor-t'undcd social action programme 
may have just helped in keeping the level 
in government expenditure in a few social 
sectors at their previous levels despite 
overall fiscal cuts, but evaluations of the 
three year first phase, have been far from 
flattering (Zaidi 1999c. 1999b. SPDC 
1998], Institutional failure and issues of 
‘governance’ have been a key feature 
resulting in the poor quality of focused 
government intervention. Given existing 
governance structures whether the new 
strategy, with government as an active 
agent, will l)e able to overcome these 
structural constraints to better targeting, 
is highly questionable. In fact, perhaps 
the now discontinued, general subsidy 
scheme - on wheat, fertiliser and on other 
inputs - despite numerous problems, may 
have been a better mechanism to address 
issues of poverty, rather than the current 
and proposed targeted schemes.*** 

Although there is growing lip service 
paid to the role of ‘community’ partici¬ 
pation and the role of NGOs, there is also 
wide recognition that in the context of 
Pakistan, with the exception of a very few 
NGOs, most arc not particularly effective. 
Moreover, it is felt that even the few 
participatory development NGOs which 
reach out to poor communities, ‘do not 
necessarily reach the poorest within them’ 
[Beall et al 1994: xiiij. Even the govern¬ 
ment, which has begun promoting the role 
of NGOs, recognises that ‘very few NGOs 
are working on poverty alleviation, partici¬ 
patory development, gender equity and 
capacity building at the gra.ss roots level. 
Very few of them have well-defined 
governance, transparent and accountable 
structures. Large number of NGOs relies 
[.vicj entirely on financial support from 
government and international donors. Their 
survival as a sound financial entity is ques¬ 
tionable in the absence of sound financial 
.support’ [GoP 1998: 15J. Extensive evi¬ 
dence from the rural water supply and 
.sanitation .sector, which is one of the main 
components of the social action pro¬ 
gramme, shows that NGOs arc not yet 
capable of taking over government built 
water scheme.s. and the expectations that 
‘communities’ and NGOs will be able to 
do development, are highly exaggerated 
[see chps 5 and 6 in Zaidi I999cl. Yet 
another pillar in the plank of the poverty 
reduction strategy comes unstuck. 

Microcredit schemes and the rural 
support organisations proposed under the 
strategy have also been criticised by Ga/dar 
(1998). He argues that the proper 
per. pectivc on microcredit has not been 
recognised by government in its strategy. 


where the poor need credit not so much 
for asset creation as the strategy sees it, 
but for consumption smoothening and as 
insurance against adverse shocks. He also 
questions the concept and governance 
structures of the proposed rural support 
organisations, and ai^ues that these 
proposals ‘fail to spell out adequately the 
governance structures in these organis¬ 
ations, their responsiveness, and account¬ 
ability to central and provincial govern¬ 
ments, their relationship with exi.sting 
“community mobilisation” initiatives, and 
thcirrelationshipwithelcctcd government’ 
[Gazdar 1998: vii). 

This critical evaluation of the proposed 
poverty reduction strategy seems to 
suggest that perhaps the poverty alleviation 
mechanisms of the 1970s and 1980s were 
far more productive than the current ideas 
generated by government. If this is indeed 
true, we must then ask the question posed 
as the title of this paper. 

Is POVURTY Now A PERMANt-.N'l 
Phenomenon in Pakistan’? 

All signs suggest that the answer to this 
question is an unequivocal ‘yes’. In a 
reces.sionary situation which has continued 
for the last few years, growth rates are well 
below previous trend rates, and are likely 
to continue to be below par for a few more 
years into the future. Public expenditure 
on development and the social sectors, 
which has made a non-trivial contribution 
to poverty reduction, has continued to 
decline and is less than one-third of what 
it was in the early and mid-198()s. 
Remittances which have been a key poverty 
alleviating instrument, having a wide 
decentralised distributional impact, arc 
down to their lowest levels in 20 years. 
Experience at targeting and at micro level, 
focu.scd, poverty alleviating initiatives, 
does not restore much confidence in 
government’s ability to address these issues 


efficiently and effectively, a fact which 
government itself concedes, if somewhat 
reluctantly. With far greater donor depen¬ 
dence and reliance on funding for .structural 
adju.stment and stabilisation from the IMF 
and World Bank, all indications suggest 
that the trends which resulted in an increase 
in poverty and in the worsening of income 
inequality, are likely to continue and 
probably be aggravated.^** 

Even if in an unlikely event, growth 
rates do somehow, miraculously, rise to 
the perceived poverty reducing level of 
around 6 per cent per annum at some time 
in the future, and manage to be sustained 
at that level, what cannot be overlooked 
is that in this rather long so-called 
transitional period, the given stock of the 
poor is going to continue to be added to, 
making it quite impossible to deal with the 
huge pool of the poor that emerges. The 
estimated proportion of the ptxir is currently 
26 per cent of the population at around 
36 million individuals and 6 million 
families. All ob.servcrs feel that things arc 
going to get far worse before they begin 
to show any signs of improvement, which 
will result in a rising pool of the poor, both 
in proportional and absolute terms. 

Moreover, as a central theme of this 
paper argues, it is not simply economic 
growth, even high economic growth, that 
determines poverty alleviation, but the 
nature and distributional impact of that 
growth (pace, remittances), which has 
specific poverty alleviating outcomes. It 
is also important to emphasise that while 
a number of researchers feel that the 
decade-long, near 7 per cent growth rates 
of the 1960s will be sufficient to bring 
about the conditions for poverty 
alleviation, the structural nature of the 
economy at the end of the 1990s is radically 
different from that of three decades ago 
and hence, there arc likely to be different 
outcomes. For example, the role of 
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government in the provision of basic 
services has diminished considerably since 
the 1960s and now most services and 
utilities will have to be bought from the 
market requiring, perhaps, larger incomes. 
Also, at a macro level, with a far more 
closed economy then than now, increases 
in growth may have been consumed/re¬ 
invested in the country; now with a far 
greater import component in the economy, 
some gains in incomes may be lost to the 
domestic economy. It seems then that not 
even in the most optimistic scenario, are 
we likely to observe any sizeable reduction 
in the number and proportion of the poor 
for some years to come. Clearly, all sober 
a.ssessments of Pakistan’s economic and 
poverty trends suggest that not only has 
poverty returned to Pakistan, it is likely 
to be a permanent fixture. 

Notes 

niiis paper wa.s prepared for the Institute of 
Development Studies, University of Su.ssex, as 
part of the study ‘Meeting the International 
Development Targets; What Are the Prospects 
and Key Challenges'.’ Pakistan Country Study', 
^(0 form a part of the World Bank's World 
Development Report 2001. This paper has 
benefited from comments made on an earlier draft 
by Aly Ercclawn, Su.san Jnekes, Lucia Mamner 
and As.id Sayeed.] 

1 Two papers with similar titles; ‘lias Poveily 
Returned to Pakistan'.’’, and 'Poverty Returns 
to Pakistan'?’, appeared around that time; 
sec, Sayeed and Ghaus (19%), and Burki 
(1995). 

2 Sec, for example, Malibubul Haq Centre for 
Human DevcIopment/UNDP (henceforth 
M HCHD/U NDP), (1999), and Gazdar (1998). 
See ^Iso, Zaidi (1999a) for a complete list and 
a bibliography of all research on poverty in 
Pakistan. 

3 Sec the study by Gazdar (1998) for details on 
methodology and estimation; Zaidi (1999a), 
also presents comments and summaries of all 

^ papers published on pdvcity in Pakistan, and 
* some comment on methodology is to be found 

there. 

4 There iseven greaterconfusion overestimating 
such distributions, and di.sputes exist over the 
extent of poverty even in a relatively simple 
distributional formal such as rural/urban. Sec 
Gazdar (1998; 15). 

5 Of the nearly four-score papers and reports 
on poverty in Pakistan, only small handful 
have actually explained trends in poverty; the 
very vast'majority have simply estimated 
poverty lines and the percentage of the 
population below these lines. Sec Zaidi 
(1999a). 

6 In this paper we look at primarily income 
poverty. 

7 See Gazdar (1998) for a note on methodology 
and 21aidi (1999a), for the different approaches 
used to estimate poverty in Pakistan. 

8 However, it is necessary to add a word of 
caution in any such comparisons, as does the 
MHCHDAJNDP (1999): ‘Due to different 
units of measurement, disparate counting units, 
divergent cut off points, and the selection of 


arbitrary and different poverty lines, these 
studies provide conflicting measures of 
poverty' (p 7). 

9 Gazdar (1998): criticises this methodology 
used by Amjad and Kemal (1997) to establish 
this scries. 

10 The reason for this is that the SPDC (1998) 
study uses the World Bank's method of using 
the headcount approach a.ssessing the propo¬ 
rtion of the population with incomes of less 
than one dollar per day on a purchasing parity 
basis. Hence, these estimates differ con¬ 
siderably from other, consumption-based, 
approaches. 

11 For an extensive debate about the nature 
and extent of the structural changes and 
relations that took place in the I960.S, sec, 
Zaidi (1999b). 

12 For the reasons why ei onomic growth during 
this period was not of ‘historical proportions’, 
see Zaidi (1999b). where it has been shown 
that rather than simply blaming the Bhutto 
government for its poor economic policies, it 
is perhaps mure important locritical ly reasse.ss 
this period, where numerous 'bad luck' factors 
- such as the OPEC price rise, floods, pest 
attacks, etc - may have had a bigger impact. 

13 See Tahir (1999) lor greater details of the 
Bhutto government's social and economic 
policies. 

14 Parts of this section of this paper are drawn 
trom Chapter 9 of Zaidi (1999c). 

15 Fur more extensive details on the structural 
adjustment programme, see the references cited 
in Chapter 9 of Zaidi (1999c). 

16 The other factors which have affected 
Pakistan's economy since 1988 include lower 
remittances, (xilitical instability as reflceled 
by Ircquent changes of government although 
the economic resuucturing policies have 
remained more or less unchanged since 1988, 
and the sharply deteriorating law and order 
situation. 

17 This is also evident fium a bibliographical 
review, where earlier attempls were made at 
measuring poverty and only recently has there 
been any analysis on its causes and cures; see 
Zaidi (1999a). 

18 This part of the paper is based on the work 
by Addlcton (1992). 

20 Throughout this paper we have used the 
concept of income poverty rather than human 
or basic needs poverty. This is done as a 
matter of convenience, since income poverty 
comparisons run further backwards into time 
than any other estimates. Moreover, it has 
also been .shown that, the pace of human 
development ‘precisely mirrors the pace of 
economic growth and the pattern of income 
poverty incidence', IMHCllD/UNDP, 1999; 
53). ALso, in limes of extended economic 
crises and recessions, perhaps income and 
the lack of it, better reflect the situation of 
the poor, as has recently been observ 'd in 
east Asia. 
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State, Market and die Crii^ in Ranigaiy Coal Belt 

Kuntala Lahiri-Dutt 

The recent decision to close down 64 ‘uneconomic’ collieries in ECL’s jurisdiction would render 72,000 
people unemployed, besides hurling the economy of the RaninanJ coed belt. The decision was apparently 
triggered by an ICICI report which has found that ECL's losses ate concentrated in its underground mines. 
This article takes issue with the report and suggests that the proposed closure could he the first step towards 
privatisation of coal mining. 


UNTIL the 1960s a resnurce management 
(Iceision addressed such questions as 
whether a project was teehnically feasible, 
financially viable and legally permissible. 
Since then a paradigm shift has occurred 
Instead of pure cost-benefit analysis in 
economic or technical terms, resource 
planners all tiver the world now include 
‘impacts' - both environmental and social 
- in their analyses. Therefore, when one 
comes across an old-lashioned economic 
cost-benefit analysis these days, one raises 
one’s eyebrows. 

However, the matter assumes serious 
proportions when a public-sector com¬ 
pany uses such a ‘report’ us justification 
for laying off as many as 72,000 employ¬ 
ees. It then becomes imperative to lake a 
closer look at the report and the circum¬ 
stances that produced it. Most of all, it 
requires an understandingof how there|K)ri 
is intended to be used - as a weapon 
against the popular will - and of the 
alternatives that were feasible for the 
interest groups involved. However, let us 
first take a brief look at developments in 
the coal mining sector all over the world 
and the response of the state-owned coal 
mining industry of India to these develop¬ 
ments. 

Competition, declining mineral grades, 
higher treatment costs, privatisation and 
restructuring are issues that have been 
putting pressure on mining companies to 
reduce costs and improve productivity. 
Employment is fulling in many mining 
areas - as a direct result of better produc¬ 
tivity, radical re.structuring and privati¬ 
sation. No. only arc these changes displac¬ 
ing mine workers from employment, those 
remaining in the iiidu.stry are having to 
work in a very different way, a way which 
calls for more skills and greater flexibility. 
Therefore, finding the right balance be¬ 
tween the desire of mining companies to 
cut costs and that of workers to safeguard 
their jobs has become a major issue 
throughout the world of mining. 

Since 1988 the coal mining industries 
in most of the world's coal-producing 
countries have undergone considerable 
change. The diiving toiccs have been 
different and the results varied, but the 


central objective has been to make the 
industry more competitive, more self- 
sustaining and more viable as policy 
changes in the areas of technology, the 
environment and energy impose consid¬ 
erable burdens on the production and use 
of coal. 

The essential objectives of restructur¬ 
ing, according to the International Labour 
Organisation (ILO) are to ensure energy 
security and the meeting of demand tor 
coal - rather than attaining a predeter¬ 
mined, intlexible production target - while 
achieving increa.sed productivity, lower 
costs, higher quality and greater worker 
safety and lessening the impact of mining 
on the environment. The ILO recognises 
that rationali.sation will necessitate clo¬ 
sure of mines, freeing of coal imports, a 
review of subsidies, diversion of invest¬ 
ment from non coal-mining operations 
and, ill some cases, moves towards 
privatisation. It has outlined two comple¬ 
mentary lines of action: ensuring that an 
adequate safety net is in place and pro¬ 
moting non-coal-rclatcd activities in the 
regions concerned. 

The Indian coal industry is now caught 
between the welfare approach of the state 
and the effects of the market post- 
libcrali.sation. It has begun to u.sc recent 
changes in a way that is quite in contrast 
to wliat the ILO recommends. Coal India 
(CIL), which controls all major manage¬ 
ment decisions, including coal pricing, 
transport and allocation, decided quite 
.some time ago to imparl greater thrust to 
open-cast mining to lower the cost of 
production and increase output quickly. 
It has initiated a technology change which 
has helped increase production from about 
90 million tonnes in 1977 over 2.‘50 million 
tonnes per year at present. 

This paper looks at the exi.sting situation 
in Eastern Coalfields (ECL) and discusses 
the nature and purpose of a restructuring 
plan prepared by the Industrial Credit and 
Inve.stment Corporation of India (ICICI) 
which apparently falls in line with develop¬ 
ments at the international level. It ques¬ 
tions the viability of applying such gro.ss 
generali.sations in any context. It also 
argues that if environmental protection 


were given its due, open-ca.si collieries 
too, may not seem terribly attractive fron 
an economic point of view. The paper trie; 
to establish that the losses of ECL an 
concentrated else here - not in the under 
ground mines - and that instead o 
downsizing its operations, the company 
.should clean up its act and look into thi 
manner in which it has conducted it 
busine.ss over the years if it is to regaii 
profitability. 

One of the 11 subsidiaries of CII., ECI 
hud been making huge losses ever sinci 
its inception and was becoming a burdei 
on the parent body. In 1997 it was rcferrei 
to the Board of Indu.strial and Financia 
Recon.struction (BIFR) under the .SicI 
Industrial Companies Act (SICA), bu 
through financial restructuring it was abl 
to avert a crisis by a whisker. Unable ti 
solve its chronic ailments, httwever, ECI 
has been handing ovei collieries on a platte 
to private contractors over the last coup! 
of years. Several collieries in the Ranigan 
'Region of West Bengal have already bcci 
given over to private contractors to opei 
ate. In an attempt to formali.se the process 
the company has now undertaken a cotn 
plex and convoluted exercise the dubiou 
inlcntiors behind which are not apparen 
to the casual observer. It is only after 
closer look at the region, the coal minin, 
industry and the manner of iniplemenia 
tion and the cost of restructuring plans thtj 
one can sec the intentions for what the 
arc. 

In July 1997, CIL approached the ICIC 
for the development of a restructuring am 
revival plan for ECL. This plan (popularl 
called the ICICI report) was presented t 
CIL in August 1998. At a meeting i 
Calcutta in the last week of October, it wa 
recommended to F,CL. It was then sent t' 
the coal and labour ministries for fim 
approval. On the basis of this report ECI 
plans to close down 64 mines, most o 
them located in the Raniganj region a 
West Bengal, and retrench nearly 72,00 
employees working in these mines. I 
1997-98 ECL’s cumulative loss from tli 
64 mines, which produced 7 million tonne 
of coal, was Rs 4,200 million. But befor 
we look at the contents of the ICICI repor 
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let us discuss the special characteristics of 
the Raniganj coal belt, where most of 
these collieries are located. 

Mining in Raniganj Belt 

ECL operates 121 coal mines, located 
in Burdwan, Bankura, Birbhum and Purulia 
districts of West Bengal and Dhanbad and 
Godda districts of Bihar. As many as 117 
of these arc located in the Raniganj belt 
of Burdwan district. In 1997-98 these mines 
collectively produced 27.44 million tonnes 
of good-quality thermal coal at 75.32 per 
cent capacity utilisation. Raniganj coal is 
unique in that it is of ‘long-flame high- 
volatile-matter’ with quick heat-release 
capability. Ithas.specific applications in the 
glass and ceramics industry, for example. 

Nearly half of this production comes 
from underground collieries - whereas the 
share of underground coal production 
nationwide is only 29 per cent ~ though 
in recent years ECL has begun to place 
greater emphasis on open-cast mining. 
Underground mining is usually done by 
the ‘board and pillar’ method; a mesh of 
tunnels or galleries are first driven into the 
coal .seam, leaving coal pillars for roof 
support. Twenty to 30 per cent of the coal 
reserve is extracted in this ‘development 
pha.se’. In the final, ‘depillaring’ phase, 
the pillars are also extracted. If the surface 
area is free from human settlements, it is 
allowed to subside in this phase. If the 
mine is under a town or a village, then the 
holes are filled up with sand mixed with 
water. This process is called sand stowing. 

Not all coal deposited underground can 
be extracted through this labour-intensive 
process. I’herefore, ECL has launched 
open-cast projects with a high degree of 
mechanisation in recent years. Open-cast 
mines are located where coal occurs close 
to the surface. Heavy machines remove 
the .soil and rock material, collectively 
called ‘overburden’, to deposit it in anearby 
area in the form of huge dumps. 

If sand is stowed properly, underground 
mines have a less pronounced impact on 
the environment. Open-cast projects 
(OCRs), as they are operated in eastern 
India, leave permanent scars on the land, 
disrupt the natural processes of rivers and 
soil formation, cause air and noi.se pollu¬ 
tion, displace indigenous and peasant 
communities and destroy valuable farm¬ 
land in adjacent areas. That is why it is 
that nowhere in the world is open-cast 
mining recommended for densely-popu¬ 
lated areas. However, worked as they are 
in India without any attention being de¬ 
voted to such considerations, CXTPs yield 
better returns though their life span is 
shorter. In ECL, production from OCRs 


has gone up more than twelvefold be¬ 
tween 1975-76 and 1997-98 - from 1.23 
million to 14.78 million tonnes. 

In terms of capacity utilisation, how¬ 
ever, the underground mines are really 
much better than the open-cast ones. ECL 
has some of the oldest underground mines 
currently in operation in the country. The 
deepest coal mine in Asia is at Chinakuri, 
3,000 feet under the Damodar river. As 
many as 80 of the company’s 121 mines 
were inherited at the time of nationalisation 
of the coal industry. The main problem 
with underground mines is that they get 
deeper and deeper as coal is extracted from 
the shallower faces, which increases the 
distance with coal, men and materials have 
to traverse with the increasing age of a 
mine. This of course has an adverse impact 
on the productivity and the capacity of the 
mine. 

The older a mine, therefore, the more 
the resources required to sustain produc¬ 
tion at the rated capacity - which in turn 
affects the economic viability of the mine. 
This is significant because most of the 
underground mines of the Raniganj belt 
are quite old. 

ECL has been a labour-intensive unit 
since its very beginning. It is now the 
single largest employer among the public 
undertakings in the Raniganj bell ~ and 
the largest landowner, occupying an area 
of 1,260 sq km. Since underground mines 
employ about 89.15 per cent of the 
company’s manpower, the per capita 
output of its mines is significantly low at 
137.62 tonnes per man year. The produc¬ 
tivity in some of the.se mines varies from 
a low of 0,3 tonne to a high of 0.5 tonne 
per man shift. II a purely economic co.st- 
benefit approach i.s adopted, therefore 
ECL’s losses are seen to be concentrated 
in underground operations. 

A loss-making concern since the time 
of nationalisation, ECL has been a typical 
case of the public sector failing to deliver 
the goods and sustain itself economically. 
There has been no thorough enquiry into 
its capital spending during the 25 years 
since nationalisation. The company inher¬ 
ited, along with the mines of private 
companies, a whole range of problems - 
environmental, social and economic - 
some of which aic unique and specific to 
the region. The long htstory of coal mining 
- the Raniganj region pioneered coal 
mining in India - has left its imprint on 
the region’s economy, physical environ¬ 
ment, the attitudes, values, beliefs and 
perceptions of its mining-linked popula¬ 
tion and its socio-political scene. 

The region has a land-dereliction prob¬ 
lem, problems of an underground void, 


land subsidence and mine fires, a problem 
of dying agriculture and decaying com¬ 
mons, and various manifestations of con¬ 
flicts over resource use. These facts are 
hard to ignore while preparing a plan for 
restructuring and revival. Unfortunately, 
it appears that the ICICI report looked 
purely at the economics of mining, as if 
mining existed in an abstract, theoretical 
world. The environmental costs of 
mechanised open-cast mining were not 
included in its purview. Nor were the 
social costs, involving displacement of 
local communities and distress to them. 

Environmental Concerns 

The entire range of precautions taken 
and procedures adopted to make mining 
the least harmful to human beings and the 
environment is described as ‘best practice 
mining’. In ECL’s plans for the environ¬ 
ment, there is not even a mention of these 
practices and no clear direction is given ■ 
by the administration to those involved in 
mining on how to go about protecting the 
environment. The best that has been done 
by the company so far consists of tree 
plantings here and there - sometimes on 
old overburden dumps, sometimes on 
leasehold land lying vacant and some¬ 
times near thb residential quarters of its 
important executives. Many of these sap¬ 
lings obviously die since they cannot 
survive on the rocky overburden material. 
Those which survive arc of little use to 
local communities by way of food, fuel 
or fodder. The valuable topsoil, which 
best practice mining stores and returns to 
local communities after mining operations 
arc over, is lost wherever open-cast mines 
are operated. 

The level of urbanisation in the Raniganj 
belt is as much as 67.27 per cent - much 
higher than the Burdwan di.strict (35.09 
per cent) and state (27.48 per cent) levels. 
The long history of mining has attracted 
a large number of people to this region. 
Next to Calcutta city it is the most urbanised 
region of Wc.st Bengal. Such a high den¬ 
sity of population poses a serious threat 
of subsidence in the case of underground 
mines and limits the scope of open-pit 
mines. 

The 19 open-cast mines in the Raniganj 
belt are environmentally hazardous. 
Moreover, the average residual life of each 
such mine is as low as 2.1 years. These 
mines together employ about 12,207 
people. The rea.son for the short life spans 
of open-cast mines in the belt is the fact 
that these mi nes are on outcrops and patches 
of the topmost seams in the area. Since 
heavy earth moving machinery has to be 
shifted frequently and since neither .staff 
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nor equipment can be deployed on a 
permanent or a cost-efHcient basis, these 
mines are bound to be of an ephemeral 
nature. The ICICI report .says; “In order 
to fully exploit the economic benefits 
within the leasehold area, exploitation of 
these patches may be important. However, 
such operations can be undertaken more 
economically on acontractual basis.” ECL 
.seems to have taken its cue from this point. 

The costs of operating a mine fall under 
several heads: wages, power, timber, 
petroleum, oil and lubricants (POL), ex¬ 
plosives and stowing. In the Raniganj belt 
there is a heavy burden of wage cost, as 
is evident from Table I. 

Improving Productivity 

Let us now see what measures ECL has 
adopted so far to initiate a turnaround; 

(1) The adoption of an exercise in which 
the manpower requirement of each mine 
has been asses.sed and 12,580 workers 
have been identified as ‘surplus’. 

(2) The introduction of a voluntary 
retirement scheme (VRS) under which an 
employee who has completed 10 years of 
service or 40 years of age is given a ‘golden 
handshake'. 

The VRS has not been every successful. 
This is maini) becau.se alternative avenues 
of employment in the region have been 
more or less destroyed. Traditional agri¬ 
culture and forest-based activities have 
decayed to an alarming extent. Moreover, 
a sizeable number of ECL employees are 
migrant workers who have no attachment 
to agriculture. The indigenous labourer 
has lost his connection with the local eco¬ 
system due to the degradation of environ¬ 
mental resources. 

The large manufacturing sector of the 
region - steel plants, locomotive works, 
etc - is oversaturated and throws up few 
employment opportunities. Several me¬ 
dium-sized units, such as the paper mill 
in Raniganj and'the Sen-Ralcigh factory, 
have closed down in the last couple of 
decades, further restricting the job market 
in the mode-n sector. 

Why are so many workers considered 
‘surplus".^ Unskilled labourers are em¬ 
ployed in eastern India collieries, and by 
the time they develop some level of oc¬ 
cupational skill (ordinarily in 10 to 12 
years), their health deteriorates to such an 
extent that they become redundant labour. 
Rapid deterioration of workers’ health is 
also related to poor conditions in the 
working environment, and ECL has so far 
not initiated any organi.sed enquiry into 
this matter. Besides being considered 
‘surplus’ on health grounds, a worker may 
come under that category when the spe¬ 


cific skills acquired by him become redun¬ 
dant due to the introduction of new tech¬ 
nology. 

Finally, ECL considers a large number 
of women workers ‘surplus’. It has in¬ 
creasingly shown a gender bias. Many of 
the women workers were originally em¬ 
ployed on their own merit. But such cases 
of direct employment of women are be¬ 
coming rare, and ECL now actively dis¬ 
courages employment of women even on 
compassionate grounds - as when a male 
member of the family dies while working 
for the company. 

Mechanisation has been initiated parti¬ 
cularly in the OCPs. A high degree of 
mechanisation is not possible in older under¬ 
ground mines as the cost of production 
would far exceed the sales realisation. 
Much of the mechanisation technology 
that ECL employs was imported from coal- 
producing developed countries. Total 
dependence on imported technology has 
not been quite successful in ECL, where 
the strata conditions are different from 
those existing in the advanced countries. 

Kottadih, for example, was a flagship 
project of ECL assisted by French tech¬ 
nology of underground longwall powered- 
support operation. In this kind of opera¬ 
tion, six to eight huge steel pillars hold 
the roof while giant shearers raze the coal 
scams, and the entire process is controlled 
frtim the surface by computers. Three 
factors are of great importance while 
considering the selection of such techno¬ 
logy: the nature (thickness and weight) of 
the overburden, the nature of the surface 
land u.se - as the land is allowed to subside 
after mining, displacement of communi¬ 
ties and loss of cultivable land is inevi¬ 
table - and the number of steel pillars 
which support the roof. On April 4,1997, 
the roof of the mine collapsed over a 
stretch of about 5,600 feet, killing three 
people and injuring six others, and de¬ 
stroying machinery worth millions of 
rupees. The project is dead for the time 
being. 

Another factor to rekon with is that the 
use of cutting and loading machines in 
underground mines using longwall tech¬ 
nology generates enormous amounts of 
dust and noise, which pollutes the mine 
environment and poses safety and health 
hazards. 

Lastly, some technologies are indivis¬ 
ible and hence may create other problems 
in turn. For example, in an open-cast mine 
there may be an 8-foot-thick layer of coal 
on top and a 20-foot-thick layer at a lower 
level. In Sangramgarh (Samdi), this 8-foot 
layer has been left out, and mechanised 
operations have begun to exploit the lower 


layer, which is better suited for heavy 
machines. The exposed layer near the 
ground surface has atuacted the local 
people, who have excavated coal illegally 
and left honeycomb-like holes. Both 
operations go on simultaneously. 

Moreover, unauthorised mining goes on 
under the nose of the company in several 
other places of the region, and little has 
been done to solve the problem so far 
besides some exchanges oHetters between 
ECL and district administrators. As for 
pilferage of coal from ECL collieries, it 
has gone so far that exports to nearby 
countries like Bangladesh and Nepal have 
been severely affected. 

From Durgapur to the Barakar township 
there is no retail coal outlet for the do¬ 
mestic consumers in the region. The 
company expects the district administra¬ 
tion to protect its property, and itself does 
little to control unlawful activities in spite 
of maintaining a large retinue of security 
guards. Stricter policing by the company, 
could have solved many much problems. 
Also, a combination of indigenously 
available technologies rather than imported 
technology could have been the answer 
in a case like Sangramgarh. 

Some Negi-HCTEd Realities 

Having considered the nature of the 
problems of ECL and their background, 
more specifically in relation to the 64 
collieries proposed to be closed down, let 
u« now go back to the ICICI report. The 
corporation has divided the 15 mining 
areas under ECL into four groups based 
on their 1997-98 economic performance. 
Group I:- profit-making, high-capaeity 
open-east mines; Raj Mahal, Sonepur 
Bazari and Santhal Pargana areas. 
Group I!:- areas with profit-earning po¬ 
tential; Kajora, Bankola, Kenda and 
Kunustoria areas. 

Group III:- high-capacity, longwall mines: 
Jhanjra and Kottadih areas. 

Group IV:- mines with difficult work¬ 
ing conditions (64): Satgram, Sripur, 
Salanpur, Sodepur, Mugma, and Panda- 
veswar areas. 

Table I: Costs of Mines unuek BCL 

{Per cent of sale value) 


Underground Open-Cast 


Wages 

102.51 

17.17 

Power 

17.22 

3.51 

Stores 

7.93 

14.44 

Transport 

2.64 

1.80 

Administrative exp 

7.07 

4.81 

Miscellaneous exp 

9.17 

5.64 

Interest exp 

5.22 

7.82 

Depreciation 

10.20 

16.27 

Total 

161.96 

71.27 
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This classification was done on the basis 
of two indices: a 'competitive index' (profit 
margins before interest and depreciation 
divided by profit margins after interest 
and depreciation), and 'attractiveness 
index’ (assessed capacity per employee 
per year divided by production value per 
employee). The report does not explain 
why these indices were preferred. 

The cost structures of the loss-making 
mines vary. The highest losses are made 
by the Sripur mine followed by Ningah, 
Nutandanga, Temehani, New Kenda, 
Kalipahara, Konardihi, Ratibati-R, and 
Chinakuri 1. To produce 9,16,920 tonnes 
of coal, the percentage shares of costs in 
these mines is as follows: wages 66.08 per 
cent, explosives 1.2 per cent, timber 0.84 
per cent, POL 0.4 per cent, others 3.5 per 
cent and sand stowing 27.93 per cent. 

The stowing of sand in the underground 
mines is apparently the second largest 
head of expenditure. There is, however, 
no way to check whether or not the amount 
of sand claimed to have been stowed in 
underground collieries has actually been 
stowed. Some incidents of subsidence in 
and around recent workings have alleg¬ 
edly been due to negligence in filling up 
underground cavities. Table 2 extracted 
from ECL and JK Ropeways data sources 
clearly shows the di.screpancy between 
the amounts of coal raised and the amounts 
of sand stowed. 

Apparently, more sand has been stowed 
than coal raised; the data reveals that the 
entire business of sand stowing in under¬ 
ground trenches is a farce, an eyewash of 
the grossest nature, and reveals the hypo¬ 
critical attitude of ECL to environmental 
concerns. The sand stowing business 
benefits neither the region nor the under¬ 
ground collieries. But it makes the 'con¬ 
tractor raj’ powerful. However, what 
happens is that the underground mines 
‘apparently’ lose economic viability in 
terms of purely financial cost-benefit 
analysis becau.se of this added cost of sand 
stowing in underground mines. The ICICI 
report completely ignores this aspect. 

ECL’s claims of adequately stowing the 
underground voids have tc be taken with 
a pinch of salt in view also of the fact that 
whereas a pre-nationalisation report iden¬ 
tified 22 areas as ‘unsafe’, a 1997 report 
of the Director General of Mines Safety 
(DGMS) has marked 171 areas as unstable 
and unsafe for human habitation. A physi¬ 
cal survey of these areas would help 
establish how many of them are post¬ 
nationalisation workings. 

Taking the logic a little further, if even 
a semblance of the environmental care and 
the protective measures of land reclama¬ 


tion and rehabilitation that are followed 
in other coal-producing countries were 
taken up in eastern Indian open-cast mines, 
instead of leaving gaping holes and huge 
overburden dumps, the profitability of 
OCRs is bound to be lower. Since there 
is no effective environmental planning 
and supervision in the true sen.se of the 
terms, the OCRs can get away with the 
holes and dumps just as the underground 
mines are sealed without being properly 
fi lied. This author's contention here is that 
the relative profitability of CXTRs is only 
‘apparent’. Once the long-term environ¬ 
mental and social costs - Sonepur Bazari 
and Kottadih have caused large-scale 
displacements of local populations - are 
taken into consideration, the open-cast 
mines too would not come across as ter¬ 
ribly ‘attractive’. 

Finally, any decision to close down 
underground mines will also have to be 
placed in a futuristic perspective. Mining 
operations would compulsorily turn to 
deeper horizons because of the exhau.stion 
within two decades of deposits that are 
shallow and comparatively easy to mine. 
Underground mining, therefore, is the 
inevitable future of the coal industry. 
Handing over these mines to private 
operators on the ground that they are 
‘uneconomic’ would be anexiremely hasty 
decision. 

Statl Goviik.nmem Ckss 

The reasons for the chronic sickness of 
ECL are several, the most important of 
them being the coal cess imposed by the 
Wc.st Bengal government. Whereas in other 
states only a royalty is imposed on coal, 
and that amounts to an average of Rs 135 
per tonne, the West Bengal government 
imposed a cess of 47.5 per cent ad valorem 
on coal produced in the state. According 
to entry 49 in the state list in the Consti¬ 


tution, a state can chuge cess on the 
land being used for mining. Moreover, 
according to the Mines and Minerals Regu¬ 
lation Act, a state that owns a coal belt 
is entitled to royalty. Coal cess, almost like 
diiect tax, is calculated as part of the 
annual value of the land where a mine is 
located. 

The revenue thus earned from cess, 
according to the West Bengal govem- 
. ment, is spent on employment generation 
and welfare, and also on paying for the 
coal purchased. The burden is in fact passed 
on to the consumers. The state earned 
Rs 610.05 crore in 1997-98. However, the 
state government is yet to receive over 
Rs 1.0(X) crore on account of cess from 
the central government. Even the provi¬ 
dent fund dues of the employees have not 
been paid. 

After the hue and cry over the CIL’s 
decision to close down mines, the state 
government, however, reduced the coal 
ccss to 25 per cent, acknowledging a 
loss of Rs 250 crore to the state exche¬ 
quer. Yet the amount remains higher than 
the average royalty of 17 per cent levied 
by other .stales, and hence I^L coal remains 
the costliest in the country. So far, even 
the state government has not thought of 
ploughing the incomes from ccss into 
the region through innovative planning 
measures. 

The grossest flaw in the ICICI report is 
that it is cast on purely economic terms 
with the hidden assumption that better 
technological inputs will resullin improved 
economic performance. At one point of 
the report, the ICICI docs say that from 
the 'socio-economic perspective’, it is ‘not 
advisable to close down the mines under 
group category’. Bui there is nothing 
more on this topic as if the fate of nearly 
72.0(K) people does not matter. Contrast 
this with the scene in Germany. That 


Tabll 2: Dihference uetween .Sand Stowi i> and C'oai. Rxtracit.u 

(Tonnf\) 


Area April199.S-Novciiibcr 1995 Ditlcrcnce April 1996-Noveinlicr 1996 Difference 



Sand 

Slowed 

Coal 

Raised 

Sand Over ' 
Coal 

.Sand 

Stowed 

Coal 

Raised 

Sand Over 
Coal 

East Division 







Kunuslona 

15.30,173.7 

3.48.821 

11.81,352.7 

15.46,749.6 

3.53,507 

11,9.1,242.6 

Kajora 

7,98.j42.6 

2,00.523 

5,97,819.6 

9,70.899.6 

2,09.084 

7,61,815.6 

Kenda 

3.00.105.3 

44.667 

2,55,438.3 

3,17,219.1 

49,370 

2,67,849.1 

Bankola 

9,22,102.5 

1,93.080 

7,29.022.5 

1,109,559 

2,31.311 

8,78,248 

Pandavesw'ir 

8.41.051.2 

1,94.014 

6,47.037.2 

11,51,244.6 

2,39,769 

9.11.475.6 

Total (ED) 

43.91.775.3 

9,81,105 

34,10.670.3 

50,95,671.9 

10,83,041 

40.12,630.9 

West Division 







Sodepur 

5,00,379 

1,38,253 

3,62.120 

6,18.380.4 

1,47,216 

4,71,164.4 

Sripur 

4.98.319.8 

87,966 

4.10.353.8 

4,60,623 9 

92,863 

3,67,760.9 

Satgram 

13.10,238.6 

2,67,004 

10.43.234 6 

10,91,887 5 

2,60.233 

8,31,654.5 

Total (WD) 

23.08,937.4 

4,93.223 

18,15,714.4 

21,70.891.8 

5,00.312 

16.70,579.8 

Total (ECL) 

67,00.712.7 

14,74.328 

52.26,384.7 

72,66.563.7 

15,83,353 

56.83.210.7 


Source: J K Ropeways and ECL 
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country’s coal production meets only 20 
per cent of its total demand. Still, coal 
mining gets a .state sub.sidy of more than 
6 billion marks in the face of popular 
demand. 

The ICICI report is full of such sweep¬ 
ing statements as: ’The predominance of 
labour-intensive underground mining 
operations, coupled with the resultant low 
productivity, is clearly reflected in the low 
profitability of the operations at ECL". 
The report shows incomplete comprehen¬ 
sion of both the problems it has set out 
to solve and the snow-balling effects that 
would be triggered by adopting the strat¬ 
egies suggested by it. 

As an afterthought, the report mentions 
that the “option of phasing out these mines 
would not be practical from the implemen¬ 
tation point of view”. What does this 
signify? 

It would seem that ECL is fascinated 
with machines and entirely impatient with 
human beings. Its apparent approach is to 
do away with people whether by displac¬ 
ing them in mining expansion, or by 
sacking them en masse, in an attempt to 
attain economic efficiency. This attitude 
does not sit comfortably with a public 
sector company. It makes even a layman 
suspect that ECL intends to dismantle 
itself. 

In the wake of liberalisation, there have 
been subtle and not-so-subtlc attempts from 
various quarters to attract private capital 
from within India and abroad to the coal 
mining sector. The ICICI report, instead 
of honestly delineating a plan of re- 
.structuring and revival, has acted as an 
instrument for the justification of mine 
closures. The coal industry itself is under¬ 
going a restructuring and that CIL’s 
priorities lie elsewhere is borne out by 
the fact that it is importing 25 million 
tonnes of non-coking coal from various 
countries like Australia, Indonesia and 
South Africa - another hasty and unnec¬ 
essary measure. 

Today and Tomorrow 

Recent developments are quite intrigu¬ 
ing. For one thing, ECL shelved its inten¬ 
tions of mine closure and retrenchment for 
a while to work on a revival plan to 
prescribe a turnaround package for the 
company. Retrenchment was ruled out for 
the time being. However, since over 
Rs 4,000 million has been already in¬ 
vested in ECL since nationalisation in 
1972-73. the question of any further capi¬ 
tal infusion does not seem a possibility. 
All major trade unions in ECL and the 
Coal Mines Off.cers’ Association, India 
(CMOA) have hailed the decision, but 


the closure of some nonviable mines, most 
of them in West Bengal, is inevitable. 
Even with a popularised VRS, the impact 
on the economy of the Raniganj belt will 
hard. 

Over a recent span of a few months, 
moreover, the productivity of ECL in¬ 
creased to the tune of 19 per cent - an 
unprecedented event for this company. 
This has been made possible through 
improved motivation at ail levels - from 
the general ’majdoor’ to the general 
manager - and the trade unions as well 
as the officers' union have played a sig¬ 
nificant role in this turnaround. This alone 
is evidence enough that what has been 
lacking so far is proper motivation and 
human resource development, areas that 
have never been taken seriously by the 
ECL and CIL bos.ses. 

The entire chapter has shaken the very 
core of the existence of the Raniganj belt 
-one of the better-off areas of We.st Bengal. 
It has brought into focus the old problem 
of non performance of the state sector and 
highlights several facets - some specific 
to the Indian coal mining industry and 
some specific to the region. In recent years, 
liberalisation of the economy has been 
viewed as a panacea, sometimes even at 
the eost of the national interest. It seems 
that the coal sector is all set to open up 
to foreign private capital since ECL is 
unable to find a solution to its problems 
- created largely by itself. 

The ICICI report, looking only at the 
economics of coal mining, has intention¬ 
ally or unintentionally fallen in line with 
the scheme of things at quite the right time. 
An example: nowhere has the report 
mentioned the cumulative loss to ECL 
from the underground void-sub.sidence- 
compensalion cycle, leave alone measure 
it, thus creating the impression that clos¬ 
ing the underground mines would be the 
final solution. 

In its 25 years or so of existence, ECL 
has never thought of setting up its own 
research and development (R and D) 
establishment. It has at all times been 
lured by the hi-tech sophistication of 
coal mining in other countries. The results 
have often been disastrous. Machinery 
has been left unu.sed, rusted machines 
have failed to perform, millions of rupees 
have gone down the drain. Unauthorised, 
informal coal mining is rampant in the 
region, and often goes on right under 
the nose of the mining authonty. Sealed 
and abandoned collieries are broken open 
and coal from pillars and sidewalls is 
extracted without resort to sand filling. In 
open-cast mines too theft has become a 
fact of life. 


The basic problem is that ECL has never 
tried to set its priorities right and never 
looked beyond immediate economic con¬ 
cerns. The environmental problems of the 
region, as a result, have reached crisis 
levels. On winter evenings, hundreds of 
thousands of knee-high stacks of stolen 
coal go up in flames along the streets and 
in residential yards. The smoke floats at 
eye level - as it is unable to rise against 
the heavy air - making a visitor to the area 
wonder how a human being can breathe 
such air. The dispossessed peasants take 
to ‘illegal’ mining. The mafia is more 
involved in illegal coal trade. 

Thus, there are intricate environmental 
and human dimensions of the problems of 
the region, and a simple co.st-beneru 
analysis is not adequate at all. Another 
grey area that ECL has overlooked is that 
human productivity is low because of lack 
of skills and poor health. Building up 
human rc.source potential has never been 
one of the company’s strong points. The 
stress on open-cast mines at the cost of 
underground ones also needs closer ex¬ 
amination. How fur is the viabi lity of open¬ 
cast projects real and how far only appar¬ 
ent because adequate measures of envi¬ 
ronmental protection are side-tracked? 
Finally, this whole chapter has once again 
brought out of the closet some old issues: 
the question of a state's right to earn 
revenue on its natural resources, coal 
pricing policy, etc. 

Given a scenario of foreign private 
companies operating in the region, one 
can only try to visualise the shape of things 
to come in a limited way. There is no doubt 
that state policing to protect the environ¬ 
ment and the rights of disadvantaged 
groups would have to be at a very high 
level. Given the state of Indian corruption 
any hope for such a state of affairs would 
be illu.sory. And given India’s dismal track 
record in managing environmental matters 
through state initiative, one shudders to 
think what the.se privaie/foreign companie.s 
would do once they enter the coal mining 
regions. Many old inhabitants of the region 
have not forgotten the days of ‘company 
raj’, when the main objective of the small 
entrepreneurs was ‘more hole, more coal'. 

ECL has proved no different from its 
predecessors with regard to environmen¬ 
tal matters. Instead of trying to clean up 
its act, it now wishes to liquidate itself and 
hand the region over to a new breed of 
proFit-seekers. While transnational min¬ 
ing companies, forced by governments, 
follow very .strict environmental guide¬ 
lines on their home turfs, there is no 
guarantee that they would do so in India 
too. Remember Bhopal? 
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Community and Identities 

Interrogating Contemporary Discourses on India 

Surinder S Jodhka 

The notion of community is being invoked not only by social scientists engaged in understanding Indian 
social and political processes, but also by parties on the right and the left in their mobilisation and in the 
official discourses on development law and common civil code. But in most of these discourses, the internal 
structure of the supposed communities invariably gels elided in favour of a notion of moral bonds and cultural 
zuthenticity. 


THE decade of the 1980.S in India will be 
remembered for many things. Apart from 
other changes and shifts, it was in the 
1980s that the new social movements 
emerged in India. The ‘new’ mobilisativms 
by women, farmers, dalits, tribals and 
ethnicities raised issues and demands that 
could not be easily understood or dealt 
with in the then dominant theoretical and 
political paradigm, the paradigm of 
development. They questioned the basic 
premises of the state-directed develop¬ 
mental programmes, being pursued with 
much enthusiasm in the name of welfare 
and progress. Coupled with othcrchangcs, 
the 1980s sawthccrosion of the ‘Nehruvian 
agenda’. This 'paradigmatic crisis’ also 
provided a context for new debates on 
subjects like secularism, development and 
modernity,eventually leading to important 
theoretical shifts in social scientific 
enterprise and its research agenda. 

Prominent among these was an 
increasing preoccupation with the study 
of social identities, such as nation, 
ethnicity, gender and caste. Questions of 
identity and culture had perhaps never 
been so important for the social science 
disciplines of sociology, anthropology, 
history or even geography as they are 
today. This new interest in identity is not 
confined to India alone. At the global le' el 
also the study of culture and identity have 
become major themes for research, parti¬ 
cularly after the emergence of various 
kinds of separati.st movements and ethnic 
conflicts in different parts of the world. 

While these ‘new’ trends ha ve definitely 
helped in opening-up fresh questions for 
research and politics and offer useful 
frameworks for social analysis, in certain 
instances they have also led to the revival 
of some ‘old’ concepts. ‘Community’ is 
one such concept that has been invoked 
rather frequently and often uncritically in 
a variety of contexts. Together with ‘civil 
society’, the categories of ‘community’ 
and ‘identity’ have come to dominate the 
■social scientific discourses on India. The 
contemporary revival of ‘community’ is 


perhaps best exemplified by the manner 
in which questions of environment, 
displacement, ethnicity, diaspora, human 
rights, and caste politics or even health are 
being articulated today. 

The notion of community has also been 
invoked by an increasing number of social 
scientists who are critical of understanding 
Indian social and political processes 
through the western categories, particularly 
the categories that give centrality to the 
.so-called ‘rational individual’. Many of 
these scholars, .sometimes also called 
‘nativists’ or ‘posl modernisls’/‘post- 
colonialists', have argued that there was 
a need to give some kind of political 
recognition to the fact that in the Indian 
society, community linkages and loyalties 
continued to be important in the everyday 
lives of the common people. For some 
reaignition and revival of community was 
important because it could become a 
medium through which one could counter 
the growing violence and alienation in our 
society and protect the native cultural 
traditions. For others, recognition of 
community differences was important for 
a genuine dcmocratisation of the Indian 
society. It was only through such recog¬ 
nition, they argued, that the process of 
homogenisation that was first initiated by 
the colonial rulers but was being continued 
by the post-colonial state as well, could 
be countered.' Sarah Joseph has recently 
argued that despite variations in their 
positions, the ‘communitariati’ thinkers in 
India, more or less, agree on: the advocacy 
of the politics of difference; accepting 
communities as legitimate actors in the 
democratic politics; and a project of gi ving 
voice to the subalterns [Joseph 1997:2517]. 

The new dircourse of community is not 
confined to academics alone. It has 
permeated the ideologies of political parties 
on the right and the left, and is freely used 
to consolidate support for struggles against 
a variety of enemies, be it the multinational 
corporations, globalised media, consumer 
culture or in communalist mobilisations. 
The category is being extensively used in 


the articulations of contemporary 
identiturian politics. Even in the ‘official’ 
discourses on contemporary India like 
those of development, law, or the common 
civil cixle, the notion of community is 
invoked rather frequently. ‘Communities’ 
are being viewed as ‘some of the most 
active agents of political practice’ ' 
[Chatterjee 1998:282]. In most of these 
discourses, the internal structure of the 
supposed communi.ics invariably gets 
elided in favour of a notion of moral bonds 
and cultural authenticity. 

In order to examine and interrogate the 
contemporary discourses on Indian .society, 
the department of sociology at the 
University of Hyderabad organised a 
national level workshop on March 19 and 
20, 1998, where scholars from different 
parts of the country presented their working 
papers by taking up different contexts of 
the uses of the concept of community in 
identitarian politics as well as in other 
contexts. The papers presented could be 
broadly divided into two categories. In the 
first category were the papers that dealt 
with conceptual issues relating to the two 
concepts, community and identities. In the 
second category were t.he papers that took 
up specific contexts or case studies of 
various identitarian movements where the 
notion ‘community’ has been invoked as 
a central category. 

Community and Identitiks: Conceptual 
Issues 

III the opening paperon ‘Conceptualising 
the Concept of Community in Indian Social 
Science: An Anthropological Perspective’, 
Carol Upadhya contended that community 
had played a central role in *he development 
of sociological discourses on India. There 
hud been a long tradition of ‘imagining’ 
India through the categories that con¬ 
structed it as the oppositional other of the 
west. India was often seen as an example 
of Gemeinschaft (or the community) type 
of social organisation, composed of 
primordial bonds of blood, territory and 
culture. The Indian social institutions - 
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jati, village, religious sects - were often 
seen as examples of traditional com¬ 
munities. At the other end, the modem 
western society was defined as being 
characterised by individualism and 
a.ssociational institutions, the GeselUchaft. 
While much had been written about 
community/individual, east/west and other 
such dichotomies, Upadhya pointed out 
that there was yet another dichotomous 
pair embodied in this discourse which had 
rarely been talked about and which might 
actually be even more fundamental; the 
opposition between the realm of culture 
and that of economy. One of the forms in 
which this opposition between culture and 
economy appeared in the Indian context 
was in the ‘caste vs class' debate of the 
1970s where for both sides caste was 
defined as some kind of socio-cultural unit 
or an ideological system based on the 
religious system of hierarchy, and class 
was seen as an economic phenomena. 
Another problem with this conceptua¬ 
lisation of caste was that in this framework, 
castes or jatis were defined not only 
externally in terms of their position within 
a hierarchical structure but also internally 
in terms of relations of kinship and 
marriage, a kind of 'primordial' unit that 
came to be equated with community, which 
in turn was identified as the locus of cultural 
tradition and identity. 

The outcome of this theoretical trajectory 
was the identification of 'culturally' 
defined groups (ethnic, religious, caste) as 
the authentic units of social organisation 
in India. The recent assertions by com¬ 
munitarian writers that the ‘real’ sub¬ 
merged community had suppo.scdly been 
repressed by a non-authcntic and all 
powerful state, itself a product of imposed 
and alien ‘modernity’, had given a new 
lease of life to a notion of community that 
had its roots in the older sociological 
tradition. This .>ne called the substanti- 
vi.st approach to community in Indian 
sociology. 

There was also another approach to 
‘community’ in India, as Upadhya pointed 
out, a constructivist approach. According 
to this position, mo.st of the communities 
that we see today and the identities on 
which they were based, were not survivals 
from the pre-colonial times but were the 
creations of colonialism. Following 
Foucault, many of the constructivists had 
argued that through its disciplining and 
authorising practices, it was the colonial 
state that created a civil society in line with 
the demands of governing and controlling 
large populations. One example of this 
tradition was Dirk's thesis on caste. 
According to him, Upadhya stated, the 


colonial regime robbed the caste system 
of its former political base and recon¬ 
structed it as a primarily religious orcultural 
institution that came to be seen as the 
authentic basis of Indian society. 

Much of the recent works on ethnicity 
and nationalism in other parts of the world 
had also moved towards a constructionist 
approach. Operating in a very different 
notion of culture, the recent anthro¬ 
pological works on identity had pointed 
out that it was no longer possible to presume 
that a social identity or tradition linked to 
a particular 'community' had an auto¬ 
nomous or authentic existence, and that 
it had been simply appropriated for political 
ends by an identitarian movement. Rather, 
traditions and identities were seen to be 
constructed in complex ways in an ongoing 
process of cultural production, which 
included politically motivated objecti¬ 
fications of culture, embodied in emblems 
of identity which represented the distinc- 
ti veness of the community or ethnic group. 
Thus, constructivists would argue, to 
understand the formation of any particular 
identitarian movement or social collecti¬ 
vity, one must look at its cultural speci¬ 
ficities and the political and historical 
context in which it had arisen, and at the 
ways in which particular symbols or 
practices had been invoked and reworked 
by people in their strategies aimed at 
producing active political collectivities. 

However, the constructivist position was 
also not free from problems. Taking on 
from some of the recent debates in 
American anthropology, Upadhyapointed 
to objections raised against the construc¬ 
tionist position. The constructionist 
position like the substantivist or the 
‘primordialist’ notions of community, 
claimed to be located outside the identity 
politics and spoke from an objcctivist/ 
modernist stance. This rai.scd questions 
about the politics of the constructivist 
position itself There was no free market 
in the interpretations of the past. While 
on their part, the constructivists might be 
trying to argue against the tendency to 
reify communities and identities, the other 
side saw theirtheories simply as reassertion 
of the representational authority of scholars 
vis-a-vis indigenous groups. Further, by 
insisting on the fact that all identities were 
constructed, such a position tended to 
disempower those who were working 
within the identitarian politics. 

Commenting on the Indian context, 
Upadhya contended that while the 
constructionist position was put forward 
for colonial discourses and practices as 
sources of modem identities, it had not yet 
been extended up to the present to examine 


the ways in which such identities continued 
to be politically constructed. Also, she 
underlined the need for understanding the 
relationship between academic knowledge 
and the knowledge practices of the state 
or the social movements. Further, much 
of the recent literature produced by the 
communitarian scholars continued to work 
with the ‘culture-economy’ dichotomy 
assumption. There was a tendency to 
valorise community as an authentic social 
unit and a political actor because it was 
.seen to belong to the realm of culture and 
was often counterposed to the supposedly 
non-community formations-state, market, 
class - that were by definition viewed as 
non-cultural and therefore non-Indian. 

Another paper, ‘The Eclipse or the Re- 
, naissance of “Community"’ by, Ravinder 
Kaur, also focused on conceptual issues. 
Travelling through a history of the concept 
of community, Kaur explored the relation¬ 
ship between ‘community’, civil society 
and identity. In much of the western 
classical evolutionist social science, ‘Com¬ 
munity’, Kaur argued, was often viewed 
in positive terms, though simultaneously 
imagined as something that belonged to 
the past. However, within the western 
sociology, there was also a tradition that 
viewed community negatively. The 
Chicago school, for example, conceptua¬ 
lised city as a space devoid of community. 
Community, for them could be found only 
in the neighbourhoods inhabited by the 
► jiew migrants from rural settings, in the 
ghetto and the slum. The.se communities 
were viewed as the survival of primordial 
values that could be potential .sources of 
tension and violence in cities. 

In the nextpaitof her paper, Kaur pointed 
to the critical place that the nation state 
had come to acquire in the contemporary 
political discourses. Following Partha 
Chatteijee, she argued that capitalist society 
was able to ideologically reunite capital 
and labour at the level of the political 
community of the nation. The nation state 
defined itself in terms of an oppositional 
other of the natural and primordial com¬ 
munity. This European idea of nationhood 
that privileged the nation as the only 
legitimate form of community over most 
of the other forms of communities and 
identities, Kaur argued, had been duly 
propagated in the post-colonial third world 
societies as well. 

Further she pointed out that in much of 
the contemporary discourse on ‘state and 
civil society’, state was represented as 
despotic, overbearing and a site of control, 
while the civil society was viewed as the 
victi m to be saved and protected. However, 
such an uncritical and romantic view of 
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the civil society and community, Kaur 
argued, could have its own problems. Civil 
society could also be a site of contention 
and competition. Communities, she 
argued, were not homogeneous entities; 
they consisted of a variety of groups 
differently and unequally placed within 
society. They constituted themselves 
through symbolic processes in order to 
claim space for themselves, in order to 
protect their privileges, structures of 
prestige or to prevent their annihilation. 
Also communities had two different faces. 
One, as it appeared to its members from 
inside; and two, what it looked from outside 
to others. 

Through an exposition of some of the 
recent writing of ParthaChatterjec, Sa.sheej 
Hegde in his paperon ‘Identities?’ initiated 
a discussion on the question of modernity 
as acontextuaiycontested terrain. Hequoted 
from Chatterjee that “one ought to question 
commonscnsical notions about the 
existenceof certain universally held values 
of modernity” and suggested that “moder¬ 
nity was a contextually located and enor¬ 
mously contested idea”. ‘True modernity 
consisted in determining the particular 
forms of modernity that were suitable in 
particular circumstances”. Chatterjee had 
underlined that “by teaching us to employ 
the methods of reason, universal modernity 
enabled us to identify the fonns of our own 
particular modernity”. 

Production of a distinctly national 
modernity that was different and suitable 
to our circumstances was the cultural 
project of nationalism. Today in the age 
of globalisation, the tendency .seemed to 
be more towards homogenisation and there 
seemed to be an emerging contlict between 
‘modernity’ and ‘democracy’. Thus, there 
was again a need to ‘mobilise the courage’ 
that marked the nationalist phase. One 
possible way of doing this, as Hegde cited 
from Chatterjee, was to “take a fresh look 
at some of the conceptual components that 
claimed to tie together local structures of 
community with territorial nation-states”. 
One need^ to "understand the structure 
and dynamics of mass political formations 
in twentieth century nation states”. Further, 
it would be useful to think of a ‘domain 
of mediafing institutions between civil 
society and the state’, a distinct sphere of 
what Chatterjee called, ‘political society’, 
a concept that could help us go beyond 
■the traditional/modern dichotomy. 
Although community had a very tenuous 
place in the western liberal theory of civil 
society and state, “in the new political 
society of the east, communities were some 
of the most active agents of political 
practice”. For Chatterjee the solution to 


this problem was possible through the use 
of his concept of ‘political society’ which 
could enable us to understand our own 
specific form of modernity. This was an 
answer that emerged from within the 
project of modernity. 

In his concluding remarks Hegde 
contended that Chatterjee’s theoretical 
solution seemed to give much significance 
to the question of location (their vs ours). 
The problem however, was not “in 
determining historical inheritances, plainly 
not only a question of location, about 
whether there can, or need be, only one 
historical heir; but this is as much true 
about them as about us”. 

In yet another paperon conceptual i.ssues, 
E Haribabu argued that the popular 
representations of the ‘scientific com¬ 
munity’ as “an exotic group insulated from 
the wider society” had serious limitations 
for understanding the cognitive and social 
organisation of .science. Following this he 
also made a general comment on the notion 
of community itself. In plural societies 
like India, he argued, representations of 
communities as distinct and unique world¬ 
views tended to fragment the society. It 
also undermined the possibilities of trans¬ 
community alliances. He pleaded that the 
social scientists needed to look at the 
internal differentiation among groups and 
’communities’ that could open up pos¬ 
sibilities of alliances among those sharing' 
similar material conditions for creative 
political action. 

SPATIAI-ITY and COMMUNITlliS 

In his paperon ‘Thinking Spatially about 
Communities', Satish Deshpande argued 
that despite its enthusiasm for the blurring 
of boundaries and the seamless implosion 
of locality into globality. the burgeoning 
literature on globalisation told us very 
little about the concrete spatial re-arti- 
culations effected by globalisation. An 
apparatus attuned to change, movement 
and incongruity could not help being 
relatively insensitive to the counter-pres¬ 
sure exerted by the resilient but unspecta¬ 
cular continuities present in every specific 
context. Moreover, the sharp focus on the 
local and global extremes of the spatial 
spectrum left blurred the intermediate 
levels of micro-region, region or nation 
state. 

Thus, Deshpande suggested that there 
was a need to work against the grain of 
the globalisation literature in order to 
highlight the sub-global spatial processes 
involved in the formation of communities 
and the political harnessing of socio¬ 
cultural identities. The intermediate levels 
being the key to a grounded understanding 


of contemporary spatial re-articulations, 
not all of which were well served by the 
omnibus label of ‘globalisation’. Basing 
on the work he is currently doing on the 
‘Bombay Kamatak’ region of northern 
Karnataka, and the city of Hubli, he offered 
two illustrations in support of his argument: 
the first emphasised on the raw materials 
and the social mechanisms involved in the 
fashioning of a cultural (in this case, 
regional) community; the second looked 
at the more active aspect of community 
identity and its recruitment for particular 
political agendas in the case of the flag 
hoisting controversy at the Idgah Maidan 
in Hubli. He also pointed to the significance 
of addressing methodological questions, 
such as, what could/should count as 
evidence for arguments in this area? How 
could such evidence be collected? 

Commenting on the political harnessing 
of identity in the region and the Hubli 
town, he attempted a comparison of the 
spatial aspects of two Hindu communal 
campaigns, the Avodhya (Babri Mu.sjid/ 
Ram Janmabhoomi) campaign; and the 
flag hoisting campaign at Idgah Maidan, 
Hubli. He argued that due to the specific 
spatial geography of the city, and the 
location of the Maidan, the underlying 
justification for the campaign in case of 
Hubli was less abstract (and hence more 
dependent on the concrete experience of 
the Maidan site) than ii^he Ayodhya case. 
He concluded his paper by reiterating the 
importance of intra-national, i e, regional 
and sub-regional, levels in understanding 
the significance of globalisation. For it 
was only when we were able to compare 
how identities were formed/hamessed 
‘before’ and ‘after’ globalisation that we 
could evaluate the difference made by this 
process. 

‘Community’ and its Mobilisations 

As mentioned above, the focus of the 
workshop was on the ways in which the 
category of ‘community’ was being 
mobilised and invoked in ordertoarticulate 
various forms of politics ranging from 
'Jentitarian mobilisations to environ¬ 
mentalist movements. Much of discussions 
in the workshop were mostly centred 
around, what Upadhya called, a con¬ 
structivist notion of community. 

A R 'Vasavi, in her paper on ‘Narratives 
in the Re-Constitution of Communities’, 
argued that in the contemporary political 
discourses on India, much attention was 
being paid to the increasing presence or 
emergence of ‘communities’ as ‘political 
actors’ in the public domain of the nation, 
and to the resulting community-state 
interfaces. The literature on the emergence 
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of communities as ‘political actors’ tended 
to assume their ability to contest and 
challenge dominance especially when their 
cultural and economic rights were threat¬ 
ened. However, the terms by which the 
communities were being reconstituted 
were not so simple in nature. 

Narratives from the nation state, capital 
and culture combined in various ways and 
degrees to re-constitule communities. 
Vasavi argued that invariably the ability 
of different communities to challenge stale 
dominance and capital narratives or to 
emerge as effective ‘political actors’ was 
dependent on the class and caste position 
they occupied in the national stage. While 
the communities located closer to the 
poliucal and economic centres of the nation 
and those who enjoyed a high six;iai and 
ritual position were able to galvanise and 
pit themselves against others in the public 
domain and influence the state or the capital 
to suit their interests, others who lacked 
political, economic and social bases 
remained marginal and silent despite 
significant re-constitution of their 
community structures and identities. 

Vasavi also pointed to the variations in 
which communities experienced and 
engaged with the ‘private’ and ‘public’ 
domains. While the poor and marginali.sed 
had experienced an erosion of their pri vatc 
domains, marked especially by the 
intrusion of the stat^ into their reproductive 
capabilities, productive activities and their 
cultural representation, the rich were 
witne.ssing a retrieval and expansion of 
their private domains. The public domain 
was also experienced differently by the 
poor and the rich. While the public domain 
was more accessible to the rich, its access 
was limited to the poor. The variations in 
the re-constitution of communities and 
their position vis-a-vi.s the public domain 
was also the undergrid of the con.stitution 
of the larger civic community. 

She elaborated her arguments by taking 
up three case studies. First, the lingayats 
of karnataka, who, in order to reconstitute 
thcm.selves inioacommunity were engaged 
in turning cultural images into sectarian 
icons; second, the nadars ofl’amil Nadu, 
who had successfully reconstituted their 
community thnmgh’anarrativeof capital’; 
and third the spate of suicides by fanners 
in north Karnataka and Andhra Pradesh. 

By privileging norms of productivity 
over ecological sustenance, independent 
success over collective growth, income 
generation over equitable distribution of 
resources, the agencies of nation state and 
capital had altered the logic of agrarian 
life. But unlike the nadars who could 
exploit these opportunities offered by the 


expansion of markets to reconstitute their 
community, the marginal farmers became 
victims of the new narratives of the nation 
slate and capital. Participation in com¬ 
mercial agriculture also meant adisengage- 
ment of these farmers from their previous 
social and cultural ties with the village. 
The loss of crop or indebtedness thus 
become individually and singularly-borne 
burdens. It was this form of construction 
and experience of crop loss that accounted 
for .the spate of suicides by farmers in a 
region that had a history of frequent and 
prolonged periods of crop loss, from cither 
drought or pest, but there were no records 
of suicides in the past. In the pre-capitalist 
agrarian settlements members of the 
‘community’ came together at cri.sis times 
despite the glaring disparities prevalent in 
the agrarian structures. I'he increased 
integration of agriculture into the market 
economy had not only separated the 
economic sphere of life from the social 
and cultural spheres but had also made the 
latter subordinate to the former. 

Communities and Popular Culi urh 

Speaking from a feminist standpoint 
and placing henself on the side of those 
who had critiqued the ‘nativists’ and the 
‘communitarians’, Sharmila Rcgc in her 
paper- entitled ‘Some Issues in the Con¬ 
ceptualisation of Popular Culture of 
'Communities: The Case of ‘Lavani’ and 
’Powada’ in Maharashtra’ contended that 
timeless and undifferentiated conceptions 
of the indigenous, recoveries of Indian 
self and communities had little for those 
pursuing a feminist and anti-caste |)oliticut 
agenda. A boom in cultural studies in the 
north American academia had also led to 
a boom in studies of third world histories 
and cultures, characterised by a back-to- 
community approach. Invoking Sarkar, she 
pointed to how the class and material 
critiques of capitalism had been replaced 
by a critique of colonial discourse. The 
politics of recognition had come to replace 
concern for economic justice. 

Empirically, her paper focused on a 
mapping of the shift in use of the concept 
of popular culture of communities, worked 
out through a historical account of the 
changing forms and representations of 
Lavani and Powada art forms of Maha¬ 
rashtra. The Lavani (an erotic folk form 
of dance) and the Powada (ballad) had 
persisted as popular forms of culture even 
as their content and form had undergone 
several transformations. These forms had 
been ‘produced’ for different sections in 
society at different times. Her paper traced 
these processes of production of the 
popular, of appropriation of the form for 


social mobilisation by political groups and 
for identitarian politics across shifting sites 
of religion, castes, regions and lately 
diasporas. Through a teasing out of the 
internal hierarchies within the ‘supposed 
community forms’, her paper tried to 
underline the impossibility of a sharp 
demarcation between the alien and the 
culturally authentic and indigenous. 

Community and Conservation 

In her paper on ‘Cultural Conflict over 
Conservation: Eco-development in the 
Great Himalayan National Park, India’, 
Amita Baviskar provided an account of 
the interface between ‘community’, state 
and the market. Covering an area of 765 
sq km in Kuludistrict, the Great Himalayan 
National Park (GHNP)cameintoexistence 
in the 1980s under the Wildlife Protection 
Act. A conflict had been going on in the 
area between the forest development 
bureaucracy and the local population over 
the villagers’ rights to the resources within 
the park. Baviskar argued that the state 
di.scourse on conservation of bio-diversity 
and eco-development often pitted the local 
communities against wildlife. The local 
communities were invariably represented 
as the main agents of degradation and, in 
such a discourse, a transformation in their 
way of life was .seen to be crucial for the 
transformation of the landscape they 
inhabited. The basic thrust of eco- 
development was to divert biotic pressure 
from the protected area. Though it was 
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quite like other programmes of rural 
development, it began with the assumption 
that wildlife conservation was a priority 
that overrode people’s rights to resources 
within the protected area. Thus, the 
underlying philosophy of eco-development 
of the post-independence state was not 
very different from the colonial rulers with 
regards to the rights of the local people 
over the forest resources. The local people 
invariably suspected the instrumental 
concern the state agencies showed towards 
harnessing indigenous culture by removing 
human pressure on natural resources and 
by creating alternative economic oppor¬ 
tunities for them. 

From the very inception, the GHNP 
project provoked a fierce controversy 
between the forest department and local 
villagers over the meanings and motives 
of eco-development. Claims about culture, 
resource use practices, worldviews and 
knowledge were central to this debate. 
Through the help of a non-governmental 
organisation (NGO), the villagers con¬ 
tested the assumption that local resource 
use was inimical to the objectives of 
wildlife management. The NGO argued 
that the traditional resource use by the 
local villagers was based on sound eco¬ 
logical principles that had always pro¬ 
moted, or at least maintained the interest.s 
of wildlife. By posing local management 
practices as superior to the scientific claims 
of the park authorities, the NCiO could 
shift the tenns of the debate away from 
a ‘park versus people’ confrontation to a 
.scenario in which village and wildlife came 
to be projected as having common interests 
which stood threatened by a forest 
department bent upon disrupting the fine 
ecological balance between the two. 

However, the notion of ‘indigenous 
culture' that naturalised and legitimised 
claims of villagers to gra/.e livestock or 
to collect medicinal plants inside the park 
also had other implications. In re-in venting 
themselves, villagers froze their culture in 
time and space what was fluid and varied 
on the ground. Villager’s actual practices 
did not necessarily conform to the idealised 
notion of ‘culture’ that the NGO/villagcrs 
projected. While reasserting the role of 
indigenous knowledge and challenging 
the scientific hegemony of the forest 
department, people had been compelled 
to construct a new myth, glorifying the 
traditional culture and representing it as 
timeless and unchanging. 

Further, all villagers were not equally 
enthused by such a representation of the 
village culture and community. The extent 
to which different villagers supported the 
political use of such a representation was 


closely related to how they were responding 
to the opportunities opened up by changing 
institutional structure, particularly the 
market. With theexpansion of road network 
and improved transport and communi¬ 
cation, the economy in the region had 
undergone drastic changes. Horticulture 
had emerged as a lucrative alternative to 
subsistcnceagriculture. Enhanced link with 
cities had also fostered the collection of 
medicinal plant.',. Commercialisation of 
‘traditional medicines’ had created a new 
market for the locally grown medicinal 
plants. Different sjrecies of plants began 
to be collected in bulk and were sold to 
the traders. While the local traders made 
profits, the increased demand for medici nal 
plants al.so fed the pcxrrer families. The 
economic differentiation in the village 
community al.so influenced the political 
responses of different categories of 
villagers to cco-devciopmcnt. It was the 
poorer and middle income .sections who 
provided the groundswell of opposition to 
eco-development. Even among these 
.sections, the younger generation was more 
inclined to learning skills that got them 
jobs in the town and the servicing sector. 
However, even though the trend among 
the better off .sections and the younger 
generation was towards the market, they 
appreciated the iin|K>rtuncc of ‘indigenous 
kmtwledge and local culture’ as a purely 
political symbol of strategic value in 
-mobilising their community against the 
state. 

CA.STt; AM) Co.VtMUNP.Y 

As mentioned earlier, community is nut 
merely a category that is being u.scd in the 
social sciences, it has permeated even the 
popular political discourses and it is being 
used and deployed by various social 
movements to articulate their own self- 
identity. The discourse of community has 
recently become quite popular in the caste 
politics. The work.shop had two pre- 
.sentations on the subject. 

In his talk on ‘Dalits in Search of 
Community’, Gopal Guru offered some 
critical ob.servations on the ways in which 
the discourse of community was being 
increasingly invoked in different 
articulations of the contemporary dalit 
politics in India. He emphasised the need 
of contextualising this increasing use of 
the concept of community. There was a 
need to ask questions like where such a 
debate was being carried out? Who was 
involved in such debates? And why was 
one involved in such a discourse? 

Guru argued that at a time when there 
was a widespread process of the decompo¬ 
sition of communities, there seemed to be 


an attempt at constituting dalits into a 
community from many different quarters, 
it was not only the colonial state that had 
vested interest in reconstituting dalits into 
a community. Even the modem Indian 
state had stakes in such a process. The 
Indian state was trying to constitute dalits 
into a ‘dole receiving community’. This 
project of constituting dalits into a ‘dole 
receiving community’ also had support 
from some of those who claim to repre.sent 
the dalit interests. 

The community logic seemed to have 
become so overpowering that even if an 
individual dalit wi.shed to escape it, he/ 
she was not allowed to escape. The reser¬ 
vation policy, for example, was being seen 
as a community resource rather than an 
individual right. If a dalit had taken up a 
job under the reservation quota, the ‘com¬ 
munity’ raised objections if he/she wished 
to change the job for the fear of it being 
de-reserved. The community logic hud 
become so widespread that w'hen a dalit 
male wanted to marry an upper caste girl, 
the ‘community’ oppo.sed it and he was 
accused of distorting the communitarian 
resources. 

D Parthasarthy in his paper on ‘The 
Ambiguities of Categories: Community 
and Identity in the Kupunudu Movement' 
provided an account of the manner in 
which the discourse of community was 
used in the caste mobili.sations in Andhra 
Pradesh His main focus was on a move¬ 
ment that brought various ‘backward’ 
castes in state together. Though the 
immediate issue was an instrumental one: 
inclusion of these caste groups into the 
official list of backward classes for the 
reservations, the mobilisations al.so led to 
the formation of a new identity. 

The movement took off in 1985 with 
the foimation of Kapunadu Mahasabha 
bringing under its umbrella .several 
cultivating caste groups with a similar 
position in the caste hierarchy, below the 
dominant castes and above the dalits. 
Attempts were made to imitate the mobility 
patterns of the kammas, by forging 
•narriage alliances across regions and sub¬ 
castes and by setting up educational 
institu'ions. Though their success was 
limited, the rhetoric was primarily used to 
popularise the notion of community. 
Further, the movement was also directed 
against the overall dominance of the 
kammas in the coastal region. However, 
kammas being referred to as a community 
in the popular usage, Parthasanhy argued, 
kappus, by a dialectical process began to 
see them.selves as an exploited and 
dominated ‘community’ rather than simply 
as a backward ‘class’. The objective class 
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situation of the majority cf the kappus, 
largely poor peasants and urban lower 
middle classes, alienated and insecure by 
nature, made them adopt the intermediate 
category of community rather than class 
or caste for self-identification. 

The social movements and identities in 
the region reflected the absence of a 
developed industrialised capitalist eco¬ 
nomy and the consequent lack of a fully 
developed class structure. The ambiguity 
of community in Kapunadu epitomised 
the class location of kappus within an 
economic structure characterised by rural- 
urban capital flows, and the pre.sence of 
the same dominant class in both rural and 
urban areas with similar patterns of social, 
political and economic behaviour. 

Religions Communities 

More than anywhere else, it is with 
reference to the religious groups, parti¬ 
cularly the minority religions, in India that 
the term ‘community’ was deployed most 
commonly. This frequent use of the term 
to refer to the minorities has created a 
general impression that followers of the 
minority religions constituted homo¬ 
geneous groups. Such an impression 
obviously has political implications. There 
were several papers focusing on various 
aspects of the ‘religious communities’ in 
India. 

Rowena Robinson in her pa|jcr ‘Fluid 
Boundaries: Christian Communities in 
India’ contended that when viewed as 
groups at the level of sustained social 
action and interaction, lifestyle, custom 
and mores, the so-called religious com¬ 
munities, showed themselves as fractured 
if not, indeed sequestered entities, each 
having a different history and social 
trajectory. Thus, she argued, when we 
talked about the Indian Christians, we 
need to look at them as different com¬ 
munities, belonging to various denomi¬ 
nations, each arising out of a particular 
social milieu and drawing on it in con¬ 
struction o. its own identity rather than 
one single community'. Though there 
was a sense of association between separate 
groups due to their formation into larger 
bodies, distinctiveness marked the 
everyday life. 

Drawing on regional traditions, different 
groups constituted their identity in unique 
and complex ways. There had been a variety 
of diverse ways in which the Christian 
communities had negotiated thcirrelation- 
ships with the regional Hinduism and the 
local cultures in the drawing of group 
boundaries. The relationships of mis¬ 
sionaries or converts to their own culture 
and to the state authorities; the relationship 


of the converts with the missions, their 
own expectations of it - both social and 
material; their location within the particular 
regional socio-cultural order; and the 
character of their association with other 
social groups within that order were some 
of the elements that played important roles 
in these negotiations. 

The constitution of community identity 
for different regional groups in relation to 
the cultural patterns within which they 
were embodied included idioms of caste, 
ritual and symbolic codes, ideas of kinship, 
patrimony and marriage. She elaborated 
in her paper on how the converts carried 
their ca.ste identities with them even as 
they shed their religious affiliations. This 
was particularly the case when conversions 
took place on group basis. Further, those 
from the upper castes invariably refused 
to give up their caste entitlements and 
carried them across the ‘religious’ divide. 
She also pointed to the fact that the 
Christian missionaries had not always and 
everywhere unequivocally opposed caste, 
or all its implicated distinctions. 

Pointing to some of the recent trends 
within the Indian Christianity, she empha- 
si.scd that identities do not remain immut¬ 
able and unchanging. Identities of Christian 
groups were being reconstituted today in 
radically new ways in the complex social 
and political environment. One such 
example was that of the coming together 
of the church as a whole in support of the 
political mobilisations by the dalil 
Christians demanding the reservation 
benefits as given to the scheduled caste 
Hindus. 

There were two papers dealing with 
aspects of the Muslim community. As a 
part of his broader project on ‘how people 
negotiated between large- and small-scale 
identities, and how they actively engaged 
in the construction/destruction of different 
identities’, Syed Ali in his paper on ‘Mar¬ 
riage, Caste and Muslims in Hyderabad’ 
examined the different ‘strategies regar¬ 
ding caste considerations in marriage’ 
among the different groups ofMuslims in 
the city. On the basis of his ongoing 
fieldwork in the city, he argued that in 
deciding who married whom, the im¬ 
portance of caste varied between different 
categories and groups of Muslims in 
Hyderabad. There were thrc.e major 
strategics regarding caste in marriage: first, 
to downplay caste and ethnicity in favour 
of other factors such as wealth and 
education; second, to allow caste to play 
some role in matchmaking process; and 
third, to treat caste as a predominant con¬ 
cern. These three were not always exclusive 
strategies. They, at times were also mixed 


up. By examining the patterns of marriage, 
and the factors that went into deciding 
who married whom, he tried to show how 
the importance of caste varied between 
different categories and groups ofMuslims. 

He aigued that caste among the Muslims 
in Hyderabad was something like a 
‘symbolic ethnicity’, a kindof leisure time 
identity that had no socio-economic or 
political repercussions. The symbolic caste 
lacked any kind of semblance of com¬ 
munity, of marriage circle, of boundaries. 

In anotherpapertitled ‘Of Rushdie Affair 
and Community Descriptions’, Rekha 
Pappu provided a map of the way media 
recorded the controversies around The 
Satanic Verses. Through a discussion 
of the newspaper debates, she examined 
some of the conceptual certainties that 
directed the debate primarily in relation 
to issues such as ‘sovereignty’, .secularism 
and modernity. She tried to explore dif¬ 
ferent moves by which the identity of the 
‘Muslim community’ was fixed in the 
media debates. 
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The framework within which the 
juestion of human rights was raised in the 
lebate tended to equate human rights 
xclusively with individual rights. Such 
m equation was premised on configuring 
»f the notion of faith or certain expressions 
if it a.s the obverse of modernity. By the 
'ery logic that had constituted the modem 
lotions of freedom, faith became a matter 
if personal resolution and its public 
ixprcssion was thereby rendered absurd, 
empirically her paper was focused on 
he debates that were carried out in the 
ndian context and on how the anxieties 
ind aspirations were articulated and 
indorsed in the process of the Rushdie 
lebate here. 

Community, Identities, P 01.1 rics 

As mentioned above, the issues of 
lommunity and identities have acquired 
lompelling significance today not merely 
lecause of the academic interests in these 
juestions, but mainly because since early 
980s. the di.scourse of community had 
lome lo be used in the different types of 
dentitarian movements. Most important 
)f these being the communuli.si mobili- 
lations that acquired a new dimension 
hiring the 198()s. Su jata Patel in her paper, 
Shiv Sena, Culture and Community’, 
irgued that it was no more possible to 
ixplain phenomena like the Shiv Sena 
hrough conventional methodological tools 
hat looked at the way such a formation 
irticulated its ideology. Such an exercise 
lid not help much specially in ca.se of the 
Senabccau.se one often found contradictoi'y 
.'crsions being articulated. 

She argued that in order to explain the 
lonsolidation of its social base in Mumbai, 
larticularly during the 1980.S, one needed 
o understand the connection between the 
estructuring of the urban economy of 
Mumbai and the rise of Sena. She asked 
or an ethnographic approach to understand 
he manner in which Sena carried out its 
lolitical mobili.sations. The arrival of Sena 
politics had shifted the locale of political 
nobilisations from trade unions to 
esidential units. Therefore, one needed to 
00 k at the ‘site of social organisation of 
he new ecotjomy’. These sites were those 
ireas where the production of food, leisure 
md space took place. The ‘vadapav’ stalls, 
he video parlours, the club and bars, the 
)aan shops, the retail trade outlets, the film 
ndustry, the cultural festivals all became 
dies for social organisation as well as for 
-he construction and transmission of the 
iicanings. Locality was often valori.scd in 
'uch mobilisations and was used for violent 
interventions. The politics of space 
reinforced the fetishism of locality and 


one found a spurt of violent activities. 
Through this wave of political presence 
an incremental presence was posited rather 
than an expansion of a democratic space 
through redefining of the stale-siKiety 
relationship as it generally happened in 
identity movements. 

In the concluding paper G Haragopal 
spoke on the ‘The Ri.se of Hindu Funda¬ 
mentalism; Brahmanism vs Bahujanism'. 
He dwell on ideological and institutional 
aspects of the brahmanical Hinduism and 
the manner in which it had developed over 
a long period of time. While at the level 
of ideology, Hinduism appeared flexible 
and catholicist, at the level of practice, it 
tended lo be rigid and obscurantist. The 
obvious prool of this was the caste system, 
which had ‘an auihoritarian hierarchical 
order and rigidly laid dtiwn boundaries 
and barriers lor social inleraclion‘. It was 
because of these oppressive practices that 
a large number of dalits had converted lo 
Islam and Christianity in the past. In more 
recent times with the introduction of 
judicial reforms and some devciopnicntal 
programmes, dalits had begun to assert 
themselves in a dificrcni mode. The rise 
of bahujuiiism was a direct consequence 
of these changes. 

Kenectingoiithcriseofthedalit identity 
movement in foim of bahujanism, 
Haragopal argued that though this move¬ 
ment has had many positive effects, it 
stril was to mature into an effective 
intervention foi social transformation. On 
the posiitvc side, bahujanism had been 
able to create ticw consciousness among 
the poor and had been able to mobilise 
them into effective electoral alliances. In 
the process, it had worked as a ‘speed- 
breaker' against thellindu fundamentalist 
politics. However, the excessive emphasis 
on identitarian politics hud also created 
some knotty problems for the bahujan 
movement. It tended to overemphasise the 
caste question and tended to target the 
brahmins alone in its cultural struggle. 
There was a need for the bahujan move¬ 
ment to enter into broader alliances 
with other democratic movements for a 
viable transformative movement against 
brahminism. 

As suggested in the title itself, the niiiin 
thrust of the workshop was on critical 
interrogations ol the contemporary 
discourses on India by focusing on the 
twin concepts of community and identities. 
While the participants were critical of the 
different ways in which the notion of 
community was being Invoked by different 
identitarian movements as well as in some 
other contexts and most speakers used the 
term community in double inverted 


commas, the mood was not one of 
dismissivencss. 

Notes 

11 gratefully acknowledge the help received from 
Sanjay Palshikui. Muihurainan, C Suvamu, G 
Kajesh, Kamesh Hairy. Hcma Malini and Sneha 
Sudha in ihc pieparalion of this note. Errors and 
omissions, if any, are obviously mine.) 

1 In its most simple lorm, such n view could be 

. touiid in the writings of Vuiidanii Shiva and 

Asliis Nandi. Allribuliiig llic crisis in Punjab 
during tlic IVSOs lo the success of green 
revolution technology, Vandana Shiva, for 
example, argued that fhe violence in the slate 
was a dll eel consequence of the developmental 
pioccss experienced during ihc curlier two 
decades Accoiding lo her, Ihe cxiensive use 
of 'cxieinal inpuls' not only changed Ihe 
ecological pioccss of agriculture bul also 
Irunslormcd Ihc sliuclure of social and political 
rclutionships It weakened the earlier 
iclalionships based on mutual obligalioiis 
among ctillivators within the village and made 
them iiutre and mure dc|K'ndcnl on the niai kel. 
Thus for her, il was Ihe breakdown of Ihc 
village comimiiiity lhal explained Ihe violence 
in PiinjublShiva 111.,Similarly. A.shisNandy 
has Ix-en arguing lhal much ol the religious 
and clhuic violence in Ihc coiilempurary .south 
Asian stK'ictics could be allribilled lo Ihc forced 
hrcukdowii of the ‘truditionul communily' by 
Ihe dominant westeimsed ruling elite in these 
scK'iclics 111 Ilia delciicc ut Ihc '(radilional 
communily'. Nandy lias argued lhal ihe piojcci 
ol development and secularism broughi with 
il the callous impersonality and mussilicatiun 
of maikcl-diivcii sociclics lhal destroyed age- 
old inslilulioiis of six;iabilily and commuiiily- 
living wilhoul pulling unylhiiig else in their 
place. Tilt, liadilional strucliiies. as lie would 
argue, were nol simple and iiillexibic l.cfl to 
ihcmscives, these louiniumly struclures had 
mure cflcclive civilisalioiial resources than Ihe 
msliluiions ol Ihe modern stale lo resolve 
disputes, toleralc dilfcrenccs and allow fur the 
development ol a liellci -adjuslcd and mure 
accomniedalive |icrsonalily. The crucial inMi- 
lulioiis hcic weic those tliai belonged to the 
'lilllc iiadilions' of local communily life which 
wcie llic piodiicl of many ccniuries of coping 
with social change | as summarised in C'hatlcrjee 
I998|. Inudilfciciitway.scliulaislikcClialtcrjce 
and Kaviraj have argued fur Ihe need to 
lecogmsc ihc sigmllcance ol 'community' for 
undcrslamling Ihc pulilical process in 
conleniporary India IC'haticrjcc 1994; Kaviraj 
1992; for a briet summary see Joseph I997J. 

2 Sharmila Regc could nut come lor the woi kshop 
bill hud sent her pa|>ci which was read by 
Aparna Payaprol. 
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DISCUSSION 


Non-Brahmin Renderings of Feminism 
in Maharashtra 
Is It a More Emancipatory Force? 

Chhaya Datar 


THIS is in response to Shannila Rege’s 
paper, ‘Dalit Women Talk Differently: A 
Critique of ‘Difference’ and Towards a 
Dalit Feminist Standpoint PositioiT (EPW, 
October 31, 1998). 

I appreciate the author's efforts to chart 
in a comprehensive manner the recent 
history of dalit women‘s movement and 
its theorisation in Maharashtra. She has 
tried to locate this phenomenon and the 
theorisation in the context of the debate 
between post- modernist feminists from 
among black women and women from the 
third world and the standpoint theorists 
who believe that for a political action one 
needs to have a standpoint which is worked 
out in such a manner that it mediates the 
complex reality of hierarchies of colonial 
domination, race, class, caste and gender. 

In critigi.ing the need for dalit women 
to talk differently Rcgc evolves a more 
forceful position and declares that the dalit 
theorisation and dalit movement should in 
fact lead the women's liberation movetnciit 
which has remained constrained by 
brahminical framework in its attempt to 
unite all women regardless of their class 
atid caste backgrounds. The present 
brahminical leadership of the women's 
movement universalises the experience of 
women by treating 'woman' as a category 
and promotes personal po'itics. Hence 
despite Its claim of being more emanci¬ 
patory than the working class movement 
led by the Marxist political parties it has 
ignored the experiences of dalit women 
and their special struggles around the 
oppression suffered under the different 
layers oi hierarchies such as patriarchy 
within their own castes and the patriarchy 
of the dominant ca.stcs and caste dominaticn 
which is represented often in class terms. 

According to Rcgc, the major lacuna in 
the present feminist theorisation in India 
is that it has totally ignored a vital con¬ 
tribution by Babasaheb Amhedkar who 
highlighted the intrinsic relationship 
between gender, sexuality and caste “the 
absence of intermarriage or endogamy is 
the one characteristic that can be called 
the es.sence of caste”. According to 
emerging dalu theorisation, all practices 
such as sati, treatment of widowhood, etc, 
were used for regulating any transgression 


of caste boundaries. Babasaheb Ambedkar 
has located the specificities and varying 
intensities of women's subordination by 
caste and thereby draws our attention to 
the .specificities of dalit women's sub¬ 
ordination, both as ‘dalit’ and as ‘women’. 

Rcgc claims that by attributing dalit 
theory to Phulc and Ambedkar it gives 
them more emancipatory force to intercept 
many layers of hierarchies at a time. Hence 
she argues that the dalit women's move¬ 
ment is not a narrow agenda of identity 
politics but on the contrary is interrogating 
current feminist standpoint which is 
brahminical and is also biased by middle 
class values and visions. Rcgc says for 
non-dalit feminists to adopt adalil feminist 
standpoint position means sometimes 
losing, sometimes revisioning the 'voice' 
that we ns feminists had gained in the 
1980s. This process, she insists, can 
transform individual feminists into 
oppositional and collective subjects. 

My first contention is that Rege has 
placed the current feminist debate within 
a narrow framework of feminist versus 
post-modernist streams. She did not present 
another vibrant stream, ccofcminism, 
which is attempting to revision the society 
where women are placed at the centre of 
natural and sixiial regeneration. This stream 
consists of many overarching concerns 
such us ecological destruction, natural and 
social alike, apart from the usual concerns 
of colonial, class, ca.ste and racial domina¬ 
tion. Ecofeminists focus on caste- and 
gender-based oppression of dalit women, 
particularly the women who are losing 
their livelihoods in the rural areas because 
of displacement and environmental 
destruction. They are also questioning the 
unjust distribution of natural resources, 
which is one of main causes for mis¬ 
management of natural resources. 

Not only does Rege ignoreecofeminism, 
she criticises the autonomous women's 
groups and the left party-based feminists 
for ignoring the caste-based oppression of 
dalit women. She also takes issue with the 
post-modernists who talk of ‘difference’ 
but do not feel the need to convert multiple 
voices into social relations that can explain 
oppression. She tries to put forward her 
own dalit woman’s standpoint in relation 


to these two above positions. However, 
she ignores the fact that both these posi¬ 
tions, one from the structuralist perspective 
and the other from the post-structuralist 
perspective are part of the same mainstream 
perspective which does not interrogate - 4 , 
industrial, technological paradigm which 
encourages urbanisation and centralisation. 
These processes on the one hand create 
conditions for abolition of old hierarchies 
but on the other hand recast them into 
different categories in the changing context 
of globalisation and its response - 
fundamentalisation of politics. Although 
the dalit women's movement may not be 
part of narrow identity politics, insofar as 
it does not talk of the materiality of the 
majority ofdalit, marginalised women who 
lose their livelihoods because of environ¬ 
mental degradation but focuses its struggle 
mainly against brahminical symbols, jt 
cannot aspire to revisioning of society. It 
cannot become more emancipatory than 
the present women’s movement. ' 

Al.so, it is unfortunate that Rege targets 
what are really stray tendencies wi'hin 
feminism that arc preoccupied with 
sexuality and sexual politics as though 
they define the .second wave of the women’ .s 
movement. She contends that issues of 
.sexuality arc intrinsically linked to ca.ste 
and sexual politics without challenging 
•brahminism results in 'lifestyle'feminism. 

Rege alleges that feminists of left 
inclination have collapsed class and caste 
categories and rendered ail women 
‘ savama',' and autonomous feminists who 
agree that dalit women need to take up 
leadership of the women’s movement, do 
not feel the need to change their own 
subjectivity, i e, to reinvent themselves as 
dalit feminists, leaving dalit women to 
fight their own cause. This is true by this 
assertion but the dalit feminist position 
does not become a superior standpoint. 
Those who regenerate both natural and 
societal resources can claim a standpoint 
and their knowledge becomes liberatory 
and forms a vantage point for this alter¬ 
native standpoint. But dalit feminism as 
it stands cannot oecome a standpoint. It 
merely helps inform the liberatory know¬ 
ledge of other movements, particularly the 
ecofeminist movement to expand its scope 
and richness. 

The process of capital accumulation uses 
all kin^ of cultural and material hierarchies 
to get cheap labour and recruit the marginal¬ 
ised population as a part of a reserve army 
of labour to push wages lower. Cultural 
revolt becomes useful for pushing the 
wages up. The demand for redistribution 
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)f natural resources, and capacity building 
or managing these resources to produce 
ivetihoods, questions the move to 
privatisation as the only option to the state 
;ontrol of natural resources. Community 
rontroi and strengthening of local markets 
:an create a sound base for negotiations 
A^ith global markets if required. Rising 
undamentalism at present is a respon.se 
o the feeling of ema.sculisation in the face 
pf the global forces. A cultural revolt is 
leccssary to counter these forces, but the 
'evolt should get channelised in search of 
in alternative paradigm. 

Current Women’s Movement in 
Maharashtra 

I would like to present two arguments 
n the ongoing debate about women’s 
novement being brahminical in the Indian 
pontext and particularly in the context of 
Maharashtra, where women’s movement 
las been quite visible for some time. My 
first argument is that it is essential to 
jnderstand the emergence of the second 
jphasc of the women’s movement in its 
ipecific historical context to understand 
why the need was felt to assert anti- 
patriarchal struggle at that point of time. 
Besides, it is crucial to take note of different 
irends which emerged as the movement 
got developed, some of which have the 
capacity to be more holistic and can 
accommodate rich theoretical explanations 
offered by many other movements, such 
as dalit women’s movement, nature-based 
cultural revival movements, and environ¬ 
mental movements. 

In brief, the emergence of the second 
wave women’s movement can be traced 
to 1975, when two events happened. The 
Committee for Status of Women submitted 
itsreport, ‘Towards Equality’ totheceniral 
government in 1974. It was part of the 
mandate by UN to all the member nations 
to prepare such a report for the first Inter¬ 
national Conference on Women’s Issues 
to be organised in 1975 at Mexico. The 
revelation from this report was alarming 
- it highlighted through statistics collected 
through the government machinery that 
women’s status was declining in every 
sphere. The International Women’s Year 
celebrations also gave space to women in 
different form despite the declaration of 
emergency by the then Indira Congress 
government. Women in and around the 
left parties including those active in the 
Naxaiite^ movements and the unions were 
inspired to talk on women’s issues. 
Academic women who had succeeded as 
individuals in their own fields, were startled 
by these facts pointing to the declining 
status of women. 


A second significant event was the 
discussion of the Mathura rape ca.se in 
1980. This stimulated an analysis of 
patriarchy as structural violence embedded 
in the present relationship between men 
and women. There followed the issue of 
domestic violence in dowry deaths reported 
by the women in the media. Women’s 
groups all over the country mounted strong 
protests.The movement gathered momen¬ 
tum during 1980s. It is important to under¬ 
stand these dates because some of the 
interrogatory questions raised in the paper 
by the author are factually incorrect. She 
has asked why the women’s movement did 
not take up the issue of rape of dalit women 
in 1979 which occurred at the time of the 
renaming of Marathwada university in 
Maharashtra as Babasaheb Ambcdkar 
university. 

The author has blamed both the Dalit 
Panther Movement along with the women’s 
movement for ignoring the specific 
oppression of dalit women. According to 
her both the movements started around the 
same period and followed a one-point 
agenda; Dalit Panthers pursuing the cause 
of dalit men and the mainstream women's 
movement fighting against patriarchy, 
assuming all women to be savarna. The 
Dalit Panther Movement started in the 
1970s. ’One village, one water point’^ 
movement was also going parallel under 
the leadership of Baba Adhav, a non-dalil 
social reformer. Both these movements 
converged in 1979. for the demand of 
renaming of Marathwada university after 
Babasaheb Ambedkar. The reported rape 
of dalit women mentioned by the author 
took place around the issue of renaming 
of the university, i e, in 1979. It needs lo 
be noted that many women activists, 
feminists also joined the renaming struggle 
at that time. The women’s movement had 
not at that point begun any analysis of 
violence yet. During 1975 and 1980 the 
focus was mainly the issue of discrimin¬ 
ation in the wage rates and the legal rights 
at the work place, as many women activists 
had a left party background. 

It was only at the time of the Mathura 
rape case in 1980 that feminists perceived 
women as controlled by men in all their 
life activities such as labour, reproduction 
and sexuality and that rape was used as 
an instrument of control by men. The left 
party women dubbed these feminists as 
radical feminists who stand ‘against’ men 
and want to divide the working class along 
sexual lines. It also needs to be put down 
on paper that Mathura was an adivasi 
woman in Chandrapur in Maharashtra. 
Another famous case taken up by women’s 
organisations was the case of Ramezabee, 


a Muslim woman, in Hyderabad. Hence 
it is not true that the women’s movement 
never took up cases or rape or marginalised 
women seriously. In Chandrapur later in 
1990 when savarna women attacked dalit 
women, the ‘sampark samiti’ (co¬ 
ordinating body) of women’s organisations 
sent an investigating committee and 
publicised the issue in a big way. 

The point is that the Dalit Panthers had 
been already arguing that their women’s 
oppression was not only class-ba.sed but 
it was al.so caste-based. They reiterated the 
position long npted by Babasaheb 
Ambcdkar, that dalit women arc being 
sexually used and abiKsed by the savarna 
men. Dalit Panthers felt it necessary to 
high light this aspect because the left parlies 
used to refer only to the class aspect of 
their situation. It was the natural mandate 
of the women’s movement to bring out the 
patriarchal aspect in rape incidents against 
dalit women (particularly mass rape) 
carried out to humiliate and provocate 
dalit men. One has to remember that caste- 
based oppression has been more publicised 
in Maharashtra because of the Satya- 
shodhak^ and Ambedkaritc movements. It 
was i mperati ve for the women ’ s mo vement 
to inspire th; high caste women, the 
brahmin women and force them to perceive 
their ‘deprived’ and hence ‘dalit’ status 
and to demystify their insulated, high ritual 
status. 

It has to lie remembered that in India, 
many women activists got radicali.sed on 
the campuses during 197().s but their 
feminism emerged after they started 
working with the labouring classes, either 
in unions or among udivasis, unlike in the 
west. Along.side their personal experiences 
of being dominated by theirown colleagues 
and menfolk in the family, their inspiration 
for revolt against patriarchy also came 
from the powerful voices of the women 
of labouring classes. Rcge has borrowed 
the analytic of the women’s movment fnm 
Grant( 1993). Grant’s work is too narrowly 
designed to accommodate the concerns of 
the women’s movement in India. Rege 
notes that feminism of the 197()s had 
developed in opposition to the left and 
borrowing from Grant cites three cate¬ 
gories, viz, woman, experience and per¬ 
sonal politics as central to feminist theoris¬ 
ation. Rege excludes n.any other trends in 
feminism in the noilh and in the world, 
which are more inclusive of many other 
issues and have departed from the conven¬ 
tional left analysis in a substantial manner. 
Femini.sm may be used narrowly by a few, 
to justify their personal lifestyle but the 
agenda of the women ’ s movement is much 
wider and is based on collective identity. 
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It IS one thing to say (Vclaskar 1998] 
that for understanding dalit women’s issues 
we need a mure sensitive and fine grained 
understanding of patriarchal structures 
which takes into account the influence of 
variant social structures and notes the 
diversities rather than be content with the 
analysis of the secondary status of women 
us if it were a punculturul phenomenon; 
and It is another thing to claim that the 
dalii fuminist standpoint which has 
emerged so far, from the work of dalit 
feminist intellectuals and the practices and 
struggles of dalit women, can be an 
alternative torch-bearing force for the 
women’s movement. Here the argument 
is tryingtocollapse the levelsof theoretical 
analysis, i c, it copies the same act of 
collapsing the categories of class and caste, 
which the author accuses the left of doing. 

Padma Vclaskar has emphasised the 
difference between women of dilferent 
caste groups in a strong manner. She writes, 
“In another very fundamental social sen.se 
also, the status of women of the lowest 
caste groups has nothing in common with 
and is in diametric opposition to women 
of the higher groups especially the twice 
born and higher groups. Thus to speak of 
common subordination of all women being 
‘dalit’ is to mystify this crucial difference. 
In fact, women of higher castes arc 
infinitely su|>crior ritually and in social 
power to even men of lowly castes. Women 
arc mute actors in the cultural construction 
and iniiterial o|x;rutK)n of caste but arc 
very dynamic actors giving .substance and 
meaning to caste interaction." Thus in a 
status quoi.st situation her analysis stands 
valid, but not in the current dynamic 
situation where women’s movement has 
already taken some steps to transform the 
subjectivity of individual self us well us 
to intervene m situations of violence and 
injustice against dalit women. 

It appears that non-dulit wotneii in need 
of cleansing their feeling of guilt of being 
bom iti the savarnu castes are trying to put 
new 'goddesses’ on the altar whocan bless 
the wonv n’s movement in future. 
Howevci, Regc warns us that non-dalit 
women should not leave dalit women alone 
to fight their own cau.se but ‘should own 
their cause as our cause’ and she assures 
us that the ‘transformation of subjectivities 
is possible’. She asserts iliat only the dalit 
women can speak for themselves, a typical 
post-modernist stand svineh she herself 
has described us ‘limiting’ However, at 
the same time she talks of the piissibility 
of non-dalit women ‘reinventing them¬ 
selves as dalit feminists’. It is one thing 
to say that the dalit women should emerge 
as leaders and spokespersons to bring forth 
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forcefully the specific oppression of dalit 
women on the agenda of the women's 
movement. But it is another to say that to 
be able to claim to oneself the label of a 
real feminist, one has to forget the wider 
perspective of feminism which is a result 
of the confluence of many other movements 
such as environmental and Gundhian 
movements, and embrace soley the so- 
called dalit women’s standpoint. 

Dai.it FEMtNt.sT Politics 

The second point one needs to discuss 
is what kind of politics is proposed by this 
standpoint. The claim of a separate stand¬ 
point made by the dalit women’s movement 
fits into the present mainstream political 
scenario ol bargaining within the given 
political framework. This new additional 
dimension to t]ie traditional structure of 
caste-class relations has arisen because of 
the trend towards brahminisation/ 
.sanskritisatioiv^ among dalit and OBC 
castes on the one hand and the unstable 
polit ical atmosphere which encourages the 
bargaining for seats in the democratic 
processes of elections and power-sharing 
on the other. It brings pressure for 
consolidation of groups on the basis of 
caste identity for opportunistic purposes. 
In practice it means that men of the dalit 
and OBC castes strive for space and 
compete with savarna men within the 
present political and economic system. 

1 am afraid that the dalit feminist 
standpoint does not take into account the 
contemporary dynamic situation which 
encourages assertion of intra-caste 
patriarchy by the dalit men. In the present 
atmosphere, women’s issues and women 
too arc used as pawns to further political 
interests of parties and men who are in 
control of these parties. Issues like uniform 
civil code and women's quota in the 
parliament arc taken up and treated in a 
manner not empowering to women but 
encouraging their, dependence on men. 
Women arc divided, not only by theirclass 
status but more fundamentally by their 
caste status, v/hcrc women of the high 
ca.stcs arc u.scd by their men to symbolise 
the purity and the higher ritual status of 
their castes. Oce caste politics gets pre- 
dominai. e these divisions among women 
get umlen.cored and the process of 
empowerment w hich should get heightened 
as a part of women’s participation in the 
decision-making processes in public life, 
yields distortions of all sorts, recasting the 
patriarchal tendencies in a new mode. 

A demand by some dalit feminists for 
separate quota for dalit and OBC women 
within overall women’s quota of 33 per 
cent .seats in the parliament has to be 


analysed against this backdrop. Dalit men 
have never encouraged dalit women to 
repre.sent them in the few reserved con¬ 
stituencies which exist. The parties repre¬ 
senting dalit votes such as the Republican 
Party of India have never offered seats to 
dalit women while bargaining for seats 
with the other political parties. Dalit 
Panthers never took up women’s issues in 
their revolt against brahminical culture 
during the 1970s. On the issue of women’s 
quota in the parliament, dalit women are 
posed in a competitive situation against 
savarna women, encouraged by dalit and 
OBC men who want to divert the pro¬ 
spective competition aimed at them by 
their own women to savarna women. 

Ambedkar’s Analysis oe Sexual 
Control 

It is interesting to note that the relatively 
cagalitarian culture of adivasis is getting 
more patriarchal as adivasi life is coming 
under the influence of the market insti¬ 
tutions. Babasaheb Atnbedkar's contri¬ 
bution explains the institution of control 
over women’s .sexuality, particularly that 
ol high caste women who had some right 
over property in the prc-Vcdic pcricxl and 
fear of this property getting transferred to 
the lower castes through marriage ties was 
responsible for these women being denied 
this right. This phenomenon is being 
repeated at pTeseiit in the regions where 
adivasi population predominates. Adivasi 
j^omen are denied property rights by the 
nien of their own community, due to the 
fear that outside men arc marrying adivasi 
women and will claim the land of these 
women which is supposed to be inalie.iable 
under the fifth schedule.* Thus control 
over female sexuality as a means of 
retaining control over property i.s a typical 
patriarchal mechanism and is reported at 
present from areas undergoing transition 
from tribal communal life to the 
commercial economy. I regret that dalit 
w omen arc not usi ng this analysis toexplain 
the phenomenon of growing internal 
patriarchy among dalit castes which arc 
getting more and more stratified and those 
who have acquired mobility are emulating 
brahmin customs and practices. The 
growing incidence of dowry among dalit 
castes instead of traditional bride price 
illustrates this tendency. 

At this point we need to take note of the 
point raised by Padma Velaskar: ...it is 
maintained that lower caste women were 
not secluded, since their labour was needed 
in the fields and survival. Many lower 
caste communities allowed divorce; and 
polygamy though permitted, could not be 
practised by those who could not afford 
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to support a large family. All these facts 
are left fragmented and disparate, and 
deconiextuaiised from caste organisation 
and its operation; they do not provide an 
account of the actual structural position 
and status of dalit women and 'falsely 
convey a positive picture’.” 

I think this argument is in a way double- 
edged. The author argues and rightly so 
that all women have been lumped by the 
feminist analysis under the panculture of 
subordination by the patriarchal forces 
supressing women in various sub¬ 
structures, but she also criticises the 
women's movement interpreting the 
differential norms governing dalit women 
as conferring autonomy on dalit women 
as compared to the brahmin women. I 
think what the women’s movement is 
saying has to be understood as a subtext 
of the pancultural patriarchy, to exhort 
brahmin women to get awakened from 
their consciousness of superior position in 
a caste system. To demystify the strong 
myth of superiority, in the popular version 
of the movement, it is pardonable to assert 
that the women considered inferior in the 
traditional ideology have more strength 
and space than brahmin women. Ambedkur 
has shown the link between sexual control 
of women and property and material weal th 
in the ca.se of brahmin women. A few dalit 
women like Baby Kamble are pointing out 
the danger ofthc elite dalit women initiating 
the brahminical mode and adopting 
hrahminical customs and symbols (Speech 
by Baby Kamble at Mahacl, on December 
25,1998, for the celebration of Bharatiya 
Stree Mukti Din). 

Dead End to Mainstreamisai ion 

Another area where dalit men’s move¬ 
ment is very strong and has not u.sed its 
power to benefit its own women is in the 
unions of the public sector enterprises 
where dalit men have formed separate 
unions for the agenda of recruiting all 
the reserved posts. There too, not much 
effort of recruitment for women is noticed. 
These arc all agendas mainly to mainstream 
the dalit population in the economy and 
polity. 

However, one realises that there is a 
dead end to this road and now that dalit 
women have awakened and started 
demanding their right to the re-served po.sts, 
they are hardly likely to succeed. The 
recessionary processes at the global level, 
increasing competition among the nations 
for exporting goods produced by cheap 
labour, disinvestment in the public sector, 
promotion of economy based on markets 
and shrinking jobs in the organised sector 
and in the urban areas combine to produce 


a discouraging scenario for the one point 
agenda of reserved posts. Ambedkar had 
exhorted the dalit people to migrate to 
cities and educate themselves. He wanted 
them to prepare for the modem society 
ba.sed on the processes of industrialis¬ 
ation and urbani.sation, leaving their menial 
Jobs with the stigma of impurity and 
untouchability. However, that vision is 
no longer valid. And at least a few dalit 
groups have realised this. Migration in 
the present context means living in the 
slums of the big cities and allowing the 
children to get criminali.sed in the absence 
of good schools and due to growing un¬ 
employment. 

To create livelihood opportunities for 
millions of marginalised people it is im¬ 
perative to think of an alternative develop¬ 
ment paradigm and assert the dalit voice 
in that forum. The fear of decentralised 
society scattered in the village communities 
is understandable because of the centuries 
of experience of social and spiritual 
marginalisation. I lowcver, in the historical 
context of the struggles and new ethos of 
dcmcKracy, equity, justice and sustain¬ 
ability, it is nut possible for anybody to 
go back to feudal practices. Violence still 
plays a significant rule in rural life but it 
is due to the as.scrtion of opprcs.scd groups 
for increa.scd wages or demand for water 
and other natu.'-ul re.sources. 

Limiisoi Dai.ii’Feminism 

1 would like to question the validity of 
this dalit fcmini.st standpoint as the only 
standpoint representing dalit women's 
voices. It is interesting to analyse the .socio¬ 
economic profile of the dalit women leaders 
who have formed dalit women’s organis¬ 
ations, since 199()s. They arc the educated 
dalit women working in universities and 
in white collared jobs. Many of them are 
neo-Buddhist and the author has mentioned 
‘pardeshi’ cautioning against the middle 
class neo-Buddhist leadership which could 
have politically limited con.sequenccs for 
the movement. It has to be also pointed 
out that these are all urban women, and 
it is nut known frc'iii their writings and 
concerns how much knowledge they have 
about the issues of rural development apart 
from the issues of cultural oppression of 
the marginali.sed women. 

Another criticism levelled again.st the 
brahmin women who form part of the 
women's movement is that they act as 
spokespersons of dalit women. Brahmin 
women always utilise opportunities of 
presentingdataon dalit women, or re.scarch 
findings related to their specific oppression, 
which they could do because of their 
superior access to education and language 


skills. But the same women do not make 
efforts to teach dalit women how to do 
research, how to represent the situation of 
dalit women in such a manner that they 
can come forward and occupy the dais 
themselves. Kunda Pramila Neelkanth, in 
her recent article in Maharashtra Times 
(December 23, 1998) alleges that the 
leaders in the women’s movement want 
dalit women to behave as the mas.ses who 
will sit on the floor and listen to their own 
plight articulated by the brahmin women 
underthe plea that the illiteratedalit women 
cannot be effective on the .stage by narrating 
their stories in such robust words. She 
argues that dalit women are no more going 
to tolerate this and would like to become 
their own spokespersons and leaders. 
Unfonunately, when the dalit women’s 
organi.sations also organise their public 
meetings one finds that the educated dalit 
women arc on the stage and use their 
illiterate women as audience (meeting- 
co-ordinated by Vikas Vanchit Dalit 
Mahila Rashtriya Parishad on December 
25,1998, at Mahad which I attended^ and 
in fact act much le.ss democratically than 
the women leaders in the movement who 
have become much more sensitive to 
participatory democracy and are alert 
again.st any hiiposition of ideas from any 
co-worker. 

Another important aspect observed is 
that at present the phenomenon of dalit 
feminism is prevalent only among mahar 
women who have the background of the 
Ambcdkaritc movement and have migrated 
to the cities since the first world war when 
many dalit men got recruited in the Briti.sh 
army. Also the peculiarity of mahar caste 
is that members of this caste had never 
dcvelo(x:d any particularskill in the village 
’baluiedari’ (‘jajmani system) and acted 
mainly as village messengers. A few went 
into entertainment business of ‘tamasha’, 
I e, dancing and signing. Hence it was 
easier for them to e.scape from the village 
obligations. They could migrate easily to 
the cities. Education is more prevalent 
among mahar women than among women 
of lower dalit caste groups. One notices 
that the liberated dalit-mahar women too 
are no' trying to educate the unliberated 
women from other dalit caste groups. Tlie 
cultural ethos which include ritual prayers 
on the dais are all Buddhist** and may 
alienate other dalit women who do not 
believe in Buddhism. If the theory of 
difference is stretched further one can 
notice that there arc different caste sub¬ 
groups and their oppression can be 
de.scribed in specific terms, but cannot 
be woven into separate analysis. The 
women belonging to nomadic or denoti- 
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Tied tribes will fall into another sub-group 
which have nothing in common with dalit 
women. 

Economics o»- Dai.it Fkminism 

The National Alliance of the People’s 
Movement represents many movmcnts of 
labouring people mainly working in the 
informal .sector including fisherfolk 
working with traditional gears and crafts. 
They have shown concerns for the artisans 
and the people belonging to the occupation- 
based castes and recently had brain¬ 
storming consultations for what kind of 
livelihood arrangements they would have 
in the developing scenario of globalisation 
and dismantling of the organised .sector 
and with unemployment. 

One is not surprised at the total lack of 
reference toGandhism and his vision which 
is being reinvented by several environ¬ 
mental groups and also ecofeminists. 
Although it is a well known fact that no 
dalit movements would like to explore 
Gandhian thought under any circumstances 
because of the well known differences 
between the strategies of the two leaders, 
it is imperative for anybody working in 
the area of rural development and building 
up of rural economy to understand what 
Gandhi hao visualised 80 years ago and 
understand his concerns and postulates 
about following a path of dcvciopmeni 
adopted by the industrialised countries. 
Dalit women need to erase their biases if 
they want to develop their theories of 
liberation. 

The ecofeminist trend according to me 
can be called an alternative standpoint. It 
offers a fundamentally radical counter 
standpoint to any existing radical 
standpoint, including that of any variant 
of marxist standpoint. It positions 
reproduction at the centre of the human 
activity in all its three dimensions - daily 
reproductive activf '.es to service human 
labour, physical reproduction which 
includes production, and social relations 
for which socialisation ot children in 
moulding the ir cultural identities becomes 
an essential activity. The present capital 
accumulation processes are either com¬ 
mercialising the reproductive activities 
wherever they can afford, or externalising 
the same where cheap labour forms an 
important ingredient. These processes also 
encourage discounting of the future of 
mankind by unsustainable use of natural 
resources. 

Any standpoint which predicts emanci¬ 
pation bused on processes of industrial¬ 
isation which requires non-renewable 
energy resources on a large scale, and fast- 
track development based on high-tech does 


undermine the value of reproduction 
and regeneration. Unless reproduction 
becomes a central concern of society and 
a lifestyle is geared around that we cannot 
say that paradigmic change has been 
envisioned. It means that the economy and 
polity both get decentralised. It also im¬ 
plies restructuring of office and factory 
hours, rescheduling of school timings and 
developing appropriate curriculum to 
appreciate historical struggles against 
caste- and class-ba.sed oppressions and 
exploitation. It also means that we need 
to identify technology which is more 
suitable for an ecologically balanced 
society based on equity, and sustainability 
in future. 

It is desirable that dalit feminists are 
exposed to many other movements which 
would enrich them. They should not base 
their arguments with reference to feminism 
which encourages lifestyles or feminism 
which stresses only class exploitation of 
women and highlights wage discrimin¬ 
ation. Cultural revolt is essential but it 
needs to be invoked in every aspect of 
daily life, as well as in the issues such as 
access to natural re.sources; water and land. 
Caste oppression started by denying aecess 
to these resources and hence there is a need 
to claim these resources instead of leaving 
them to the savarnas. This will help 
regenerate the ecosystem as well. 

Notes 

I An edited version of the paper pa'scnicd at the 
F.ighlli International Conference on Mahara.shtra' 
Culture and Society, University of Sydney, January 

6 to, IWJ 1 

1 Savariui is the term based on ihc vcdic 
categorisation of the people in four 'vamas': 
hruhiiiiii, kshatnya, vaishya and shudra. 'fhe 
first three varnas are considered savarna, i e. 
.superior varnas. They do not observe pollution 
among each other a.<- far as fotxl is concerned. 
Shudras are the untouchables. The Icmr 'dalit' 
was invented by modem untouchable writers 
to define their identity as oppressed and 
exploited. All the castes which are a part of the 
three vamas mentioned above are considered 
superior, though ideological leadership is given 
by the brahmins. 

2 Naxalitc movement had been spearheaded by 
young party workers and students frustrated 
with the '-siablished communist panie.s. They 
were influenced by Maoist ideology and wanted 
to bring about revolution by organising peasants 
in the countryside The movement first started 
at Naxalhari in north Bengal and is called the 
nuxalite movement. 

3 'One village, one water point' was a slogan 
coined by Baba Adhav, a maralha who has been 
influenced by the ideology of Phulc One of 
the visible symbols of untouchahility in rural 
Maharashtra was either a separate well for the 
dalit people or they had to wait to obtain water 
from women of the savarna castes who would 


lift the water from the well and serve them 
in their pots. The dalit women were not sup¬ 
posed to touch the well. During the 1970s 
Baba Adhav took up this issue and waged a 
campaign to eliminate this concept of pollution 
of water. The slogan stood for the idea that for 
the villagers there had to be single water source 
for drinking. 

4 Satyashodhak movement had its origin in the 
thoughts of Phule who was the founder of this 
movement. He raised his voice against the 
ideological and cultural domination of brahmins, 
which according to him got authority from the 
fact that they acted as mediators between god 
and the common men and women. They 
interpreted god's words for thccommon people. 
He asked the people, the peasants, the labouring 
castes to revolt against brahminical domination 
and also against the trading communities who 
exploited peasants by offering loans alexorbitant 
interest rales. He wanted the people to search 
for god, for truth on their own. 

.1 Sunskritisaiion concept has been developed by 
the sociologist M N Srimvasan. .Social and 
economic mobility becomes possible for the 
lower castes and class people and they start 
emulating the cultural traditions of the higher 
castes. In the Indian ethos, this emulation is also 
luwrds brahminisalion, ie, accepting the 
brahminical norms including those of 
domination over women. 

6 The fifth schedule ol the Indian Constitution 
stales that adivosi (aboriginal) land cannot he 
purchased by non-adivasi citizens. It aimed 
to provide security to the adivasis against 
any lorceful alienation of land through 
moncyicnding and usuqialion 

7 This was the second year when the December 
2.S was eelebrale;d as the Bharatiya Siree Mukli 
Din (Women's I.lheratinn Day), because of its 
connection with the event of burning of 

Jtianuimriti by Babasaheb Ambedkar at Mahud 
iii 1930. Dalit feminists had given a call to the 
women's movement that March K remains the 
International Women's Day for which llicy had 
no ohjeelion but foi Indian women burning 
of Manwttnrm is a more meaningful event 
towards liberation and also it mean; accepting 
Ambcdkarite thought by the women's 
movement. 

8 Buddhism was accepted by Babasaheb 
Ambedkar at a very late stage in his life. Con¬ 
version to Buddhism was a ma.s.s mocement. 
and has provided a new identity to lakhs of dalit 
men and women since then. However, very few 
dalils other than those who belonged to the 
mahar caste embraced Buddhism as their 
identity. Thus at pre.sent it has remained 
restricted to the people in the Ambedkarite 
movement alone, who observe Buddhist rituals 
and prayers even in public meetings. 
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The National Family Health Survey (NFHS), 1992-93 has generated 
not only reliable demographic data but information on family health 
characteristics at the regional level which had been unavailable so 
far. 3002 The NFHS has been a massive undertaking successfully 
covering all states and obtaining comparable data because of the 
uniformity of methods of collection and verification. 3081 A unique 
post-survey check has ensured the consistency of data generated by 
the NFHS. 3084 State-level demographic models so far in use take 
little account of interregional disparities within the state or 
similarities across states. NFHS data allow spatial analysis of 
demographic and health data which is necessary for understanding 
demographic transition. 3008 An estimate of the values of the 
proximate determinants of fertility for major states is u.seful for 
instituting policy level and programmatic changes nuanced for 
regional differences necessary for bringing about decline in 
fertility. 3033 The relationship between gender preference and 
contraceptive prevalence is not uniform across states and is far more 
complex than it has been thought to be. 3058 That economic factors 
alone do not determine the mechanism of fertility change is 
demonstrated by statewise analysis of NFHS data which indicates 
that only in Punjab is there the expected negative association 
between living standard and fertility change. 3041 NFHS data show 
that there are wide differentials in the economic conditions of the 
socially backward which prompt a re-examination of the policy of 
caste-based privileges. 3052 While the relationship between religion 
and fertility behaviour has prompted much inquiry', it is clear that 
socio-economic factors play a vital role, making for a dynamic and 
complex picture. 3047 Demographic data for Maharashtra present a 
complex and even ironic picture: While contraceptive prevalence is 
high and the state has one of the most efficient health and family 
welfare services, the birth rate has declined only marginally. 3063 
The NFHS, while updating the demographic data, has not covered 
some crucial gaps in reproductive health status including maternal 
health status, morbidity and its correlates and the quality of 
care. 3075 


Voting for Vision 

Even as the Congress vision of the 
nation is incomplete, under¬ 
determinate and inconsistent in 
theory, the BJP’s model of the 
nation has potentially tremendous 
appeal to the caste-conscious, 
sanskritising Hindu masses. 2979 


State and Market 

What is called for is o dynamic and 
bi-directional movement between 
the state and the market. The 
emerging new balances need to 
be better understood. 2990 


Goan Rout 

The Congress rout in Goa is almost 
entirely due the party’s lack of 
preparation and its unwillingness to 
recognise ground realities. 2983 


Precipitate Solution 

While democracy in Pakistan 
may have been of the most 
corrupt kind under Nawaz 
Shariff, the unconstitutional 
dismissal of a duly-elected 
government by the military only 
postpones the process of 
democra tisation. _ 2988 

People and Government 

The response of people to local 
government verges on contempt 
of both performance and of 
processes of governance. How 
effective are our municipalities 
and panchayat institutions as 
instruments of local self- 
government which give an 
opportunity to people to govern 
themselves? 2984 






LETTERS TO EDITOR 


IVibals and Missionaries 

ON the subject of tribals and Christian 
missionaries Satyakam Joshi's article 
{EPW, September 11, 1999) is quite in¬ 
formative and objective. However, his 
conclusions do not address many ques¬ 
tions that arise from his account. For 
example, the question of the impact of 
conversions on the tribal culture. On the 
one hand conservationi.sts and protago¬ 
nists of tribal ways of life seek preserving 
tribal solidarity and cultural practices, on 
the other conversions have, from his 
account, led to undermining tribal solidar¬ 
ity and tribal culture (pp 2669-70). How 
can this problem be solved? That the 
Constitution seems to confer the right to 
protect their culture on minority groups 
rather than individuals complicates the 
matter. 

Secondly, secularism, in the Indian 
context, is interpreted as respect for all 
religions rather than mere toleration. Some 
Christian missionary activities in the Dand 
area, from Joshi’s account, seems to teach 
people that their problems can no longer 
be solved by their own deities and that 
they should turn to Jesus Christ. Accord¬ 
ing to him, “some denominations rely 
mainly on miracles to attract converts”. 
This has led the converts to believe that 
“Jc.sus Christ is the ultimate and only god 


for us...Non-Christian gods are mere 
stones and we have no respect for any of 
that" (p 2670). Though quite rational, this 
seems to run against the grain of secular¬ 
ism and would obviously hurt Hindu 
sensibilities. 

Thirdly, Joshi seems to draw a distinc ¬ 
tion between tribal religion and Hinduism, 
a legacy of colonialism (pp2669-70). This 
is debatable. Hindu religious practice (not 
Dharmashastra) has been broad enough 
to accept tribal worship of nature and the 
so-called non-sanskritic gods as quite 
compatible with Hinduism. In fact, in many 
instances these tribal goddesses and their 
worship have been adopted by non-tribal 
Hindus too. Therefore, is such a distinc¬ 
tion valid? That all this does not in any 
way exonerate those who indulged in 
violence either in Dang or in Orissa goes 
without saying. 

R S Morkiiandikar 

Aurangabad 

Islam and Russia 

SOBHA GAEKWAD’s report on the 
Russian crime scene (EPW, September 
18-24) is quite distressing. As a person 
who had been enthusiastic about ‘glas- 
nost’ and ‘perestroika’, the news from 
Russia is not what one was expecting 


after the reading of the vision of Mikhael 
Gorbachev in the late 80s. It appears too 
much hope was built on the potential 
benefits of the atheistic capitdist and 
western model of lifestyle and consump¬ 
tion pattern. There is a lot of unhappiness 
there. Muslims are not happy and they 
want to have a separate political system 
in the Caucasus. It is a sort of clash between 
the Islamic and un-Islamic forces that is 
going on in Russia. 

Muslims along with others suffered a 
lot at the hands of the communists. One 
hopes that Islamic influence for the col¬ 
lective well-being of Russia will be realised 
as the degenerate and atheistic ‘western’ 
models will not be any good for either 
Russians or anyone else in the world as 
they arc based on too much celebration/ 
abuse of the body and the soul and faith 
in dead and mortal entities. It is extremely 
important that there is enhanced recep¬ 
tivity to the messages of Islam and the 
commands of the Almighty Allah that 
are respected as per the instructions in 
the holy Qur’an. This is the only way 
to have a more civilised and compas¬ 
sionate society and just world order. 
Militant Islam appears to be just a 
reaction against such a backdrop of crime, 
immorality and hedonism in non-Muslim 
societies. 

. Also Islam provides the best framework 
for rationalising the consumption of ex¬ 
haustible resources as more and more 
Muslims and new Muslims establish 
praycrsAsalat five times a day ail through 
the year. We can imagine the impact on 
consumption levels. Observance of Islamic 
laws and practice will be good for the 
collective well-being of all of us. Follow¬ 
ing Islam is the only and the best way for 
ensuring good living conditions on the 
planet and then after death in the hereafter. 
There is no need to reject the existence 
of God. Marxism was a reaction to the 
excesses of the church. An atheistic out¬ 
look is not needed for doing science. 
Science is about knowing the creation 
of the Creator. It can be used with 
faith in Islam in the best way. We need to 
promote more vigorously the culture of 
prayer and thanksgiving for the Almighty 
rather than the atheistic Darwinian doc¬ 
trine of the survival of the fittest as the 
latter reinforces the visions of nuclear and 
ecological disasters. 

Muhammad Mukhtar Alam 

New Delhi 
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Nation States.f eyond and Within 

E ast Timor’s secession fi bdonesia, formalised by The loosening of national ties and the strengthening of local 
Indonesia’s parliament las is a straw in the wind resource bases, along with the availability of supra-national 


which shows the effect that gloi ition has on national and 
international politics. CompositI s such as India, made up 
of a number of collective ies whose harmonious 
coexiiitence cannot be taken f( ited, must draw the right 
lessons or pay the price. East Ti ,s a relatively small place, 
populated by one million | . The human resource 

capabilities of the new island would not compare with 
those of a medium-sized city i .Yet that small place has 

now become an independent col Is such autonomy viable? 

ilf it is, why should not large site states break up into 
more homogeneous smalle: each .sovereign and 

autonomous? If autonomy uch small regions and 
populations is not viable poli or economically, why do 
demands for such autonomy c: p and find support from the 
international community? 

There is not much dispute lation states are relatively 
recent phenomena, that evol>l§long with the development 
of capitalism. What will hapi > nation states as capitalism 
evolves further along the path Jisation? This is uncharted 

territory. East Timor perhap:^ rs the blurred beginnings of 
the needed cartography, alo fith the different degrees of 
voluntary pooling of soven by nations such as in the 
European Union and in supi Itional organisations like the 
World Trade Organisation. 

There is reason to believe lobalisation itself promotes 
^ localisation, taking away thi lority of the nation state and 
distributing it not only to su; itional organisations but also 
to sub-national entities. :ey feature of this kind of 
globalisation is the penetrat f capitalism into the domestic 
organisation of production countries that get integrated 
into interdependency. The Itant interlinkages, naturally, 
would bedifferent from th< it obtained from the interaction 
of capitalist metropolises pre-capitalist colonies in the 
past. 

When all nations act ^g to the same set of rules whose 

normative authority stems > supra-national organisations 
and agreements, the enfoi hent of national rules across its 
regions becomes proportii ely redundant. This weakening 
of national authority, in coination with the strengthening of 
local resources, produce^ng regions and cities. These 
regions and cities compewith other regions and cities not 
only in their country but alwtside to attract investment and 
' talent. We see this when Gvat. Maharashtra andTamil Nadu 
woo, with competing inches, the same prospective foreign 
investor who finally suc^bs to the charms of Hong Kong. 
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rule-keepers, gives new energy to regional aspirations for 
autonomy. 

Should such moves to autonomy be viewed with suspicion 
or disfavour? A possible objection could be from the standpoint 
of the desirable goal to which humankind should move: 
humanity making collective, optimal u.sc of its habitat, the 
entire planet, transcending divisions of race, religion or nation. 
Creating fresh divisions of a national kind would appear to be 
a step away from rather than towards this goal. But this 
objection does not really hold in the cau.se of localisation 
stemming from globali.sation precisely becau.se globalisation 
is the route to unsegmented humanity. And the fact is that in 
some cases, regional autonomy even to the point of secession 
docs little to lower the welfare of dther those who secede or 
(hose seceded from. When the Czechs and the Slovaks decided 
tocall it quitsin Czechoslovakia, neither emerged the loser. If, 
hypothetically, Scotland were to become independent, it is 
unlikely to lower the welfare of either the Scots or of the 
English. 

But this does not mean that little Ea.st Timurs necessarily 
enhance welfare. What enables a community of people to live 
together productively and in harmony is a set of social institu¬ 
tions, apart from physical infra.structure. Developing the needed 
social institutions - of law and order, health care, education, 
markets, civic structures and civic sense, unions, civilised 
forms of negotiation and grievance redressal, governance, 
literature, etc - calls for a great deal of effort and resources, 
available only from the pooled contributions of large collec¬ 
tives. Where such in.stitutions are well developed, autonomy 
might well be viable. But where such institutions are as yet 
only emerging, autonomy might disrupt rather than enhance 
development. In other words, the desirability of regional 
autonomy is a contingent affair. 

But the fact remains that there is support, local as well as 
external, for unviable or costly autonomy in many parts of the 
developing world. We need to a.sk why. Local support for 
unviable autonomy derives from repression. If a community is 
denied the space it needs to articulate itself with dignity, it will 
prefer sece.ssion and disrupted development to continued 
denial of rights. External support comes from the quest of the 
established world powers to retain their hegemony by 
weakening potential challengers in the developing world as 
well as from the related but distinct tendency for human rights 
to di.splace national sovereignty .as the guiding principle of 
international relations. Countries like China that are powerful 
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enough, militarily and economically, to 
ward off intervention might resist such 
tendencies with some success, but the rest 
would not. 

The strongest armour against disrup¬ 
tive demands for autonomy for a count^ 
like India is unalloyed democracy. A demo¬ 
cratic polity that allows communities to 
evolve as they choose and resolves con¬ 
flicts without the use of force will give no 
space for popular demands for unviable 
autonomy. The Indian Constitution does 
provide for such a political framework. 
The danger is from tho.se who wish to 
revise the Constitution, give primacy to 
one identity and subordinate the rest. 
Identities that are sought to be oppressed 
will, instead of being beaten into submis¬ 
sion, find sustenance from external sup¬ 
port and demand autonomy, disruptive or 
otherwise. 

If Indonesia had had a democratic 
political practice that had allowed East 
Timor development on its own terms, it is 
unlikely that one-half of an island in the 
Indonesian archipelago would today have 
become an independent state. Internal 
dcmcx:racy, it would appear, is a pre¬ 
requisite of successful global integration. 

MAHARASHTRA 

Fractured Verdict 

THEpeculiarnatureofthe fractured verdict 
delivered by the electorate forced a near 
deadlock on the formation of government 
prompting the governor to issue an ulti¬ 
matum. The fact that the parties could 
present the governor with a viable com¬ 
bination only just before the ulti¬ 
matum drew to a close is indicative of the 
tenuous nature of the alliance of the 
Congress and the NCP in charge in the 
state. With the SS-BJP alliance securing 
125 seats, the Congress and its allies 79 
scats, and Sharad Pawar's Nationalist 
Congre.ss PartyfNCP) and its allies 62 
seats, any attempt to reach the mark of 145 
seats for government formation necessi¬ 
tated a re-alignment of pre-poll arrange¬ 
ments in the light of post-poll scenario. 
Interestingly, though Pawar's NCP has 
performed well below the expectations in 
both the Lok Sabha and assembly polls, 
thus reducing the party's bargaining power, 
its band of 58 MLAs assumed crucial 
importance and more or less directed the 
course of action. 

An analysis of the pull outcome clearly 
shows that the success of the SS-9JP 
combine in improving upon its previous 
Lok Sabha tally and in more or less 
maintaining its tally in the assembly, is 
singularly due to the split in the anti- 
a'liance vote between the Congre.ss and 


the NCP. Though the partywise voting 
percentages for assembly elections are not 
as yet available, the partywise vote shares 
available for the Lok Sabha elections 
underline the salience of this single factor. 
While the Congress and the NCP, along 
with their respective allies, secured an 
estimated 35 and 23 per cent votes, result¬ 
ing in paltry 11 and eight Lok Sabha seats 
respectively, the SS-BJP alliance, in spite 
of a drop of 4 per cent from previous 41 
to 37 per cent, was able to comer 28 seats. 
The NCP caused more damage to the 
Congress electoral prospects in the Lok 
Sabha than in the assembly polls. As a 
result, though the Congress was reduced 
to its worst tally of Lok Sabha seats in 
Maharashtra, it nevertheless succeeded, in 
the assembly polls, to emerge as the single 
largest party, way ahead of the NCP. Yet, 
the division in the Congress vote affected 
the three factions of the RPI and the 
Bahujan Mahasangh severely, as they were 
able to win two of the 10 allotted Lok 
Sabha .seats and just four of the 65 assem¬ 
bly seats they contested. 

Contrary to the prediction that the NCP 
would cut into the Sena base, the latter 
has benefited more than the BJP, espe¬ 
cially in Vidarbha, from the division in the 
anti-alliance vote. While the Sena won all 
its four seats, the BJP emerged victorious 
only in two of the remaining seven Lok 
Sabha seats in Vidarbha, despite the fact 
that the Sena polled the lowest votes in 
the region. Clearly, the presence of the 
NCP which (wlled 11,46,000 votes, the 
third highest in Vidarbha, and yet failed 
to win a single seat, has proved more 
advantageous to the Sena than the BJP in 
their respective constituencies. As a con¬ 
sequence of the NCP, not only has the 
Congress, despite garnering largest num¬ 
ber of votes in Vidarbha, the same tally 
of seats as that of the Sena, but it also had 
to suffer the fate of losing its hitherto 
invincible Lok Sabha and assembly con¬ 
stituencies of Ramtek to Sena upstarts. 
Failing to carry much of the Congress vote 
with themselves, the NCP candidates 
instead of defeating the Sena candidates 
enabled the latter to coast to a victory with 
a margin of 40-60,000 in constituencies 
such as Buldhana, Amravati, Washim in 
Vidaibha, Parbhani, Aurangabad, Osmana- 
bad in Marathawada, and Kopargaon in 
western Maharashtra over the Congress 
candidates. A similar situation prevailed 
elsewhere with the BJP candidates notch¬ 
ing narrow victory margins of 4-13,000 
in Mumbai(south), Mumbai(north-east), 
Dhule and Bhandara, and comfortable 
margins in Ahmednagar and Pune over 
their rival Congress candidates. 

Against this backdrop, victories regis¬ 
tered by the Congress candidates in 


WarA, Chandrapur and Yavatmal, 
thouMarrow, are remarkable, especially 
in W Aa and Chimur(won by BJP) where 
NCP'sWgh-ranking leaders Dana Meghe 
and PiAl Patel were pushed to third place. 
ThouJthe victories of Congress stal¬ 
warts Ike Shivraj Patil(Latur) and 
Sushill^ar Shinde(Solapur) were ex- 
pected.fce victory margins attained by 
Vilas i Muttemwar(Nagpur) and 
Prakashlepu Patil(Sangli), in faceof strong 
opposiAn were outstanding. The victory 
of Praimbapu Patil, son of former chief 
ministeilva.santdada Patil, is of special 
significace nut only for its victory margin 
of 1,61,^ in the sugar belt known to be 
Pawar'sfttronghold, but also for being 
represen ftti ve of an electoral trend in Sangli 
districtvhich disrupted Pawar’s calcula¬ 
tions aiiie a-ssembly level. Wherever the 
NCP’slik Sabha candidates have won, 
whetheril Baramati, Khcd, Satara, Karad, 
Kolhapuilthe a.sscmbly seats falling within 
these LoiaSabha constituencies have also 
gone inl^our of the NCP. The defeat of 
Congress ftrongman Prithviraj Chavan'in 
Karad cai^nly be explained by the strong 
winds blowing in favour of Pawar in nine 
out of lOasscmbly seats of Satara within 
which Koi^ Lok Sabha constituency falls. 
In Sangli istrict, however, the NCP was 
able to Vrid four out of 10 assembly seats 
indicating^ trend in favour of Congress 
both at as^inbly and Lok Sabha levels 
The reason For this anti-Pawar trend is no' 
difficult to discern as Pawar was the om 
to have pull :d down Vasantdada Patil wht 
hails fromt lis region, and his govemmen 
in 1978 toil stall himself as chief minister 
So strong Appears to be the anti-Pawai 
sentiment ti|re that it not only resulted it 
defeat of tw9 Janata Dal(S) heavyweights 
Sambhaji Pawar and Sharad Patil, aligner 
with Pawar*# NCP, in Sangli and Mira 
assembly se#ts respectively, but also thi 
sugar baron knd NCP candi^te R R Pati 
scraped through in Tasgaon assembl; 


constituency with a margin of less thai 
4,000 votes. Thus, far from gaining i 
majority across the state, Pawar’s NCI 
was unable toestablish its supremacy evei 
in its bastion securing only 50 per cent o 
Lok Sabha and assembly seats of westen 
Maharashtra. 

The SS-BJP alliance ha\e secured 1. 
assembly seats less than its previous tall; 
in 1995 and significantly, 10 of thos 
losses were in its heartland, the Mumbn 
region. Even the alliance’s success in th 
Mumbai-Konkan belt, as elsewhere, is b 
default. The Sena’s victory with a highl 
reduced margin of 90,000 in its strong 
hold. Thane, in the Lok Sabha election: 
can be attributed to the substantial spl 
in its opposition vote. There are very fer 
seats won by the SS-BJP alliance, such < 
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Muinbai(north). where'thc alliancfld 
bask in its own glory. | 

PAKISTAN I 

Asking for It 

ONCE the suddenness of the unc 
tional overthrow of the Nawa 

government has worn off, it is the I 

apparent patience with theciviliar 
ment which becomes of sign! 

The question to be asked perhaj 
why Pakistan’s military rulers di 
remove Sharif but why they hadj 
so until now, even with what miiT 
light of Pakistan’s political hi|| be 
termed considerable provocatioiji the 
elected government and party 
This is not to despair over thej 
the country’s polity to sustair 
cratic parliamentary form of goi 
but to acknowledge that Pakis( 
a state of political flux, muted f 
theless quite well-defined ov^ 
year. Sharif s own actions 
down with the judiciaiy, his 
^curtail the powers of the pr(j 
summary dismissals and apf ‘ 
made for the elites’ growing Bfchant- 
ment with his government. ^ 
Elected in 1997 on a wavi^pular 
support, Sharif and his party Iksmded 
a majority in the Nationa>#mbly, 
though not in the Senate. Sf'Set out 
to be different. The curtij, of the 
president’s powers to dismh elected 
government was an imp(> change 
ensuring the longevity of pai^t- This 
is what makes the current ^cr and 
dismissal of the elected gt^ent un¬ 
constitutional, while earlie* actions 
were not. Soon, largely oi&ld sup¬ 
pose due to the collectivehhonce of 
> the polity in dealing with i^f power 
in a democracy, Sharif beP be con¬ 
cerned with amassing po\^his own 
hands, especially power army. 
Having demonstrated thisip by dis¬ 
missing two naval chiefs, h^er failed 
to carry the army with hMthe issue 
of opening talks with Injp the cel¬ 
ebrated bus-ride and the wng of the 
border’. And in Kargil. §ver went 
before the conflict beganjpginecred 
a withdrawal ensuring thiignominy 
squarely settled on the anftead of the 
government. I 

The army in Pakistan, Jbeen well- 
documented and untiringPtten about, 
commands a respect ev^ong those 
^ who regard themselves iberal elite. 
That was why. for instarvc dismissal 
of a relatively secular, ^rn military 
professional like chief army staff 
Jehangir Karamat upset |l sections of 


the elite. When general Musharraf took 
over, Sharif appears to have Udien great 
pains to slight him; he refused to confirm 
him as chairman of the Joint chiefs of staff 
until recently, when he was given a two- 
year extension; he appointed a party loy¬ 
alist as chief of the Inter Services Intel¬ 
ligence without consulting Musharraf. But 
unlike Karamat, Musharraf had a power 
base of his own both in the army and 
because of his links with the Taliban. It 
is a moot question whether he would have 
taken the extreme step of assuming control 
if Sharif had not attempted to arrest (or 
worse, assassinate) him. The summary 
arrest of well known journalist Najm Sethi, 
reportedly on the advice of the ISl chief, 
was about the worst thing that Sharif could 
have done, and it lost him whatever sym¬ 
pathy he may have had among those who 
wanted a democratically-elected govern¬ 
ment to survive. 

It is a distinct possibility that the Sharif 
government was going under anyway, 
without help from the military. The build¬ 
up of political opposition to him and 
probably pressure from donor countries 
had already prompted Sharif to announce 
a possible preponement of elections. In a 
more mature democracy, such disenchant¬ 
ment spilling out into the streets would 
have built up gradually and would have 
been articulated politically on the floor of 
the elected assembly where Sharif would 
have been forced to quit and/or call for 
fresh elections. Democracy, it would seem 
has to be grounded differently in different 
places. In a society where the modem elite 


is mostly a pan of the landed classes with 
little development of the industrial classes 
and in the countryside feudal remnants 
have strong roots, democratic practice and 
the process of building democratic insti¬ 
tutions and processes will need to be 
viewed afresh. 

As things are, while Musharraf has not 
declared manial law, he has placed the 
constitution in abeyance and forbidden 
the couns to pronounce any judgment 
against the chief executive or those work¬ 
ing on his orders. There is apparently no 
censorship of the press and this should 
mean a lot if indeed a democratic polity 
is to emerge through discussion and de¬ 
bate. In the currently prevalent mood of 
frustration and despair among the Paki¬ 
stani educated classes, this sadly .seems 
unlikely . 

Geopolitical developments do not seem 
to favour a long spell of military rule in 
Pakistan. International anxiety about peace 
in south Asia and eventually de¬ 
nuclearising the region is not exactly 
conducive to support for military dictator¬ 
ships in unc of the countries of the region. 
With a pro-nuclear government in power 
in India there is little manoeuvrability. 
However whatever role geopolitics plays 
in determining the length of Musharraf's 
rule, in the interest of the future of democ¬ 
racy in Pakistan it is imperative that all 
available space for debate be utilised to 
mount a challenge to the Musharraf re 
gime before it puts down riKrts, and to 
erect lasting, effective barriers to future 
attempts at military take-over. 
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CURRENT STATISTICS 


The steady decline in the current account deficit in the post-reform period has been the result of slower gi 
on account of invisibles; ex|mrt growth has remained sluggish. The largest contribution to net inflows has 
which include the contra entries for gold and silver imports by returning Indians. Since the beginning of 1998 
investment flows. 

Macroeconomic Indicators 


'PW Research Foundation 


in imports and a sizeable inflow 
e from private unilateral transfers 
eie has been a decline in foreign 


Index Numbers of Wholesale 
Prices (1981-82 = 100) 


All Commodities 
Pnmary Articles 
Food Articles 
Non-Food Articles 
Fuel, Power, Light and Lubricants 
Manufactured i^iducLs 
Food Products 
Food Index (computed) 

All Commodities (weekly average basis) 
(April 3-Oc( 2. 1999) 


Cost of Living Indices 


Weights 

Oct 2. 
1999 

Over 

Month 

100.00 

365.2 

0.5 

32.30 

401.8 

1.5 

17.39 

478.7 

2.0 

10.08 

379.2 

0,6 

10.66 

401.8 

0.0 

57.04 

337.6 

00 

10.14 

347.4 

-0.2 

27.53 

430.3 

1.3 

100.00 

.359.1 

0.4 


Variation (Per Cent): 


Over 12 Months Fiscal Year So Far 
Latest Previous 1999-2000 1998-99 


1997-98 1996-97 1995-96 


8.3 

3.4 

6.3 

15.3 

7.2 

12.5 

20.7 

10.6 

18.3 

9.5 

0.3 

5.2 

0.8 

2.9 

-0.6 

5.7 

1.0 

3.9 

10.6 

1.6 

10.0 

17.4 

7.7 

15.6 

6.1 

2.8 

7.6 


1 4.0 

9.6 

9.8 

1 8.5 

3.5 

-1.9 

7 11.4 

16.9 

3.7 

7 4.0 

4.9 

5.0 

0 5.5 

14.1 

-0.7 

4 4.5 

11.1 

6.3 

9 4,8 

6.4 

7.8 


Variation (Percent 


Over 12 Months Fiscal Year So Far 1998-99 
Uiest Previous 1999-2000 1998-99 


-98 1996-97 1995-96 1994-95 


Industrial Workers (1982s 100) 

426.0* 

0.5 

Urban Non-Man Emp (1984-85=100) 

350,0' 

1.2 

Agri Ub (1986-87=100) (Link factor 5.89) 

308.0* 

1.3 

Money and Banking (Rs crore) 




Scpl 24, 



1999 

Over Month 



Variation 

ear^Faf 
l«8~- 


) 1997-98 19%-97 


Money Supply (Mi) 

10404110 

12927(1.3) 

144989(16.2) 

68206(7,0) 

74090(9 0) 

l,50872i.l 1) 

Cumney with l^blic 

176875 

202(0.1) 

25387(16.8) 

7492(4.4) 

5909(4.1) 

2.t8(Mi( (1 

Deposit with Banks 

858997® 

12717(1.5) 

118785(16.0) 

59997(7.5) 

67999(10.1) 

12678811 

Net Bank Credit to Covi 

422843 

3200(0.8) 

55575(15.1) 

35691(9.2) 

36671(11.1) 

565.54(7 

Bank Credit to Commt Sector 

.502854 

5642(-l.l) 

62610(14.2) 

12490(2.5) 

69.14(1.6) 

570.54(!i 

Net Fomgii Exchange A.s.seLs 

169907 

-79(neg) 

15942(10.4) 

5544(3.4) 

15870(11.5) 

26268(14. 

Reserve Money (Oct 1) 

262859 

-827(-0.3) 

27481(11.7) 

3488(1.3) 

8975(4.0) 

32969(li 

Net RBI Credit to Centre $ 

151867 

515(0.3) 

7424(5.1) 

6450(4.4) 

10826(8.1) 

11801(1 

RBI Credit to Bk.sConim Sector 

28853 

1520(5.6) 

1(X)25(53.2) 

3365(13.2) 

3545(23.2) 

HP.06(ft 

Sclieduled Commercial BaoLs fScpl 24) 







Deposits 

761678® 

10786(1.4) 

100020(15.1) 

47653(6.7) 

63173(10.6) 

115540(151 

Advances 

378394 

3817(1.0) 

47704(14.4) 

9557(2.6) 

6612(2.0) 

44759(118 

Non-Food Advances 

357862 

4968(1.4) 

43251(13.7) 

5841(1.7) 

3017(1.0) 

40427(1311 

lnve.slments (for SLR purposes) 

289596 

2324(0.8) 

37729(15.0) 

35001(13.7) 

33l62ri5.2) 

35890(161 

Commercial lnve.stment.s and 







bills rediscounted with FIs 

54139 

622(1.2) 

14074(35.1) 

5480(11..3) 

8052(25.2) 

16645(520 

@ Includes Rs 17,945 cn<re on accrxinl of proceeds from RIBs since August 28,1998; excluding them the ycar-on-year and the 1998-94 

would he 165 per cent and 162 per cent, respectively. Likewise, bank deposits wuhuutRfBs grew by 15.5 per cent and 163 per cent, nspectively.S 


!1‘)483(17.0) 
13492(10.2) 
11)5647(18.6) 
.11978(14.5) 
57003(15.1) 
)2598(3().9) 
6417(13.2) 
12915(10.7) 
2029(15.3) 


97841(16.2) 

13829(11.7) 

84162(17.5) 

30840(12.0) 

31659(9.2) 

23356(28.4) 

5.527(2.8) 

1934(1.6) 

-15557(-.54.0) 


92886(18.4) 71780(16.5) 
45676(16.4) 24387(9.6) 

40790(15.1) 26580(10.9) 
28192(14,8) 25731(15.6) 

12472(63.1) 4168(27.1) 

al year growth of money supply 
:r closure of government accounts. 


Index Numbers of Industrial 

Weights 

August 

Fiscal Year So Far 


Full Fiscal Year Av|r£ 

Production (1993-94=100) 

1999 

1999-2000 1998-99 

1998-99 

1997-98 

1996-97 1 

General Index 

100.00 

146.2 

146.0(6.0) 

137.7(4,2) 

143.1(4.0) 

137.6(6.6) 

129.0(5.5) 11 

Mining and Quarrying 

10.47 

117.2 

116.3(-0.3) 

116.7(0.5) 

I20.3(-I.8) 

122.4(5.9) 

115.6(-2.0) i 

Manufacturing 

79.36 

149.2 

149.9(6.7) 

140.5(4.2) 

146.7(4.4) 

140.6(6.7) 

131.8(6.7) 11 

Electricity 

10.17 

152.5 

146.1(6.1) 

1.17.7(8.7) 

138 4(6 4) 

130.0(6.6) 

121.9(3.9) ? 



Oct IS, Month 

Year 1999-2000 So Far 

1998-99 

e3 

Capital Market 


1999 

Ago 




117 9(9.6) 
23 5(13.8) 
117.3(8.1) 


of Fiscal Year 


8 


108.4(8.4) 

107,6(7.6) 

108.5(8.5) 

108.5(8.5) 


BSE .Sensitive Index (1978-79=100) 

4884(70.9) 4661 2857(-29.2) 

3245 

5075 

2783 

4281 

3740(-3.9) 

0893(15.8) 

336l(-0.2) 

BSE-100 (1983-84=100) 

2302(80.2) 2124 l 277(-26.5) 

1409 

2384 

1242 

1890 

1651(-2.7) 

1697(15.9) 

1464(-5.5) 

BSE-200 (1989-90=100) 

53.5(79.3) 492 298(-23.2) 

322 

554 

289 

429 

380(0.8) ' 

377(14.9) 

328(-5.0) 

S and P CNX-SO (Nov 3, 1995=1000) 

1455(74.1) 1375 836t-27.4) 

931 

ISOS 

812 

1213 

1078(-3.5) 

1117(15.4) 

908 

Skindia GDR Index (Jan 2.1995=1000) 

947(78.5) 912 531 

581 

982 

SIS 

1015 

653(-30.5) 

1 940tl.l) 

930(-4.4) 

Foreign Trade August 

Fiscal Year So Far 



Full Fiscal Year 




1999 

1999-2000 1998-99 


1998-99 

1997-98 

11996-97 

1995-96 


Exports: Rs ciore 
US $ mn 
Imports: Rs crore 
US$mn 

Non-POL US $ mn 
Balance of Trade: Rs crore 
USSmn 


Foreign Exchange 
RcKrvcs (excluding gold) 


60813(8.5) 

14113(4.6) 

77882(8.0) 

18075(4.0) 

l4476(-3.6) 

-17069 

-.3962 


Oct 9. March 31. 
1998 1999 


56055(10.7) 

L3455(-4.9) 

72132(22.5) 

17314(5.3) 

15020(14.2) 

-16077 

-3859 


141604(8.8) 

336l3(-3.9) 

176099(14.2) 

41802(0.9) 

35928(10.3) 

-34495 

-4188 


130101(9.5) 

34976(4.5) 

154176(11.0) 

41449(5.9) 

32526(11.9) 

-24076 

-6472 


ll8tl/(ll.7) 106353(28.6) 

3M70(5.3) 31797(20.8) 

138?20(13.2) 122678(36.3) 

32(6.7) 36678(28.0) 

29(»6(-0.2) 29152(28.3) 


Rs crore 

130666 

112259 

125446 

-1553 

18407 

5220 

US $ mn 

30052 

26481 

29530 

-336 

3571 

522 




22117 21649 -7302 18402 
3607 5243 -3690 5640 


Ni -es- (i) Superscript numeral denotes month to which figure tclaies, e g, superscript 8 stands for August; (ii) Figures in brackets are percenisge variations over the specified 
or over the comparable period of the previous year, neg negligible 
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Balance of Paymentsl 


I India’s Overall BoP 
A OuTcnt Account 
1 Expoitsfab 
2Iin|xinscif 

3 Trade balance 

4 Invisibles, net 
B Capital Account 

1 Net exiemal assistance 
a Disbursements 
b Amortisation 

2 Net commercial borrowings 
a ^sbursements 
b Amortisation 

3 Net short-term credit 

4 Net NRI deposits 

5 Net foreign investments 

6 Rupee debt service 

7 Net other capital* 

C Errors and omissions 
O Overall balance (A-t-B+C) 

E Monetary movements (E+F) 

F Net IMF 

G Reserves and monetary gold | 
(- = increase, + = decrease) * 
Nom: @ Includes delayed ex 


II Invisibles by category of t 
I Net non-factor services 
Receipts 
Payments 

1 Net travel 
Receipts 
Payments 

2 Net transportation 
Receipts 

Payiramts I 

3 Net insurance 
Receipts 
Payments 

4 Net GNIE 
Receipts 
Payments 

5 Net Miscellaneous 

Receipts 3 

Payments 13 

II Net investment income *3 

Receipts 

Payments 1 

01 Net private transfer ^ 

Receipts ^ 

Payments , ^ 

IV Net ofrictal transfers 
Receipts 

Payments .■ 

V Net Invisibles (I to IV) .% 

Receipts B 

Payments 

III Foreign Investment in 
A Direct investnwnt 


i 


b) Reserve bank of indi: 

c) NRI 

d) Acquisition of shares 
B Portfolio investment 

a) GIrdial depository i 

b) Foreign institutions 

c) Off-shore funds and 
C Total (A-i-B) 

IV NRI deposit accrue 
IFCNR(A) 

2 FCNR(B) 

3NR(E)RA 
4 NR(NR)RD 
Total 


Note: (1) Differences as 
„ (2) Figures within L 

Source. RBI's Annual Re 


1997-98 

1996-97 

1995-96 

1994-95 

1998-99 

1997-98 

1996-97 1995-96 1994-95 

-20885(-1.3) 

-16281(-1.2) 

-19645(1.6) 

-1Q583(-1.0) 

-4038 

5500 

-4619 

-5910 

-3369 

132703(8.5) 

121194(8.6) 

108481(8.9) 

84328(8.1) 

.34298 

.35680 

.34133 

32311 

26855 

190509(12.2) 173753(12.3) 146542(12.0) 112748(10.9) 

47.544 

51187 

48948 

43670 

35904 

-57806 

-52560 

-38061 

-28420 

-13246 

-15507 

-14815 

-11359 

-9049 

36921 

.36279 

18416 

17837 

9208 

10007 

I0I96 

5449 

5680 

36598 

42615 

14309 

28742 

8565 

9844 

12006 

4089 

9156 

3461 

3998 

.3356 

4798 

820 

907 

1109 

88.3 

1526 

10826 

1089.3 

lOIOl 

10025 

2726 

2885 

.3056 

2933 

.3191 

-7365 

-6895 

-6745 

-5227 

-1906 

-1978 

-1947 

-2050 

-1665 

14557 

10004 

4548 

3238 

4362 

.3999 

2848 

1275 

10.30 

27210 

26867 

14440 

13041 

7226 

7371 

7.571 

4252 

41.52 

-12653 

-1686.3 

-9892 

-980.3 

-2864 

-.3.372 

-4723 

-2977 

-3122 

-530 

2979 

94 

1236 

-748 

-96 

8.38 

49 

393 

4324 

11894 

.3821 

539 

1742 

1125 

3.3.50 

110.3 

172 

19960 

21829 

16^12 

15087 

2412 

5390 

61.5.3 

4805 

4807 

-2784 

-2.542 

-3105 

-.3090 

-802 

-767 

-727 

-952 

-983 

-2390 

-5547 

-10717 

6934 

779 

-714 

•1565 

-3074 

2211 

940 

-2114 

1287 

0 

-305 

167 

-.594 

600 

0 

16653 

24220 

-4049 

18159 

4222 

4511 

679.3 

-1221 

5787 

-16654 

-24220 

4(M9 

-18159 

-4222 

-4511 

-679.3 

1221 

-5787 

-2286 

-3461 

-5749 

-.3585 

-393 

-618 

-975 

-1715 

-1143 

-14368 

-20759 

9798 

-14574 

-3829 

-.3893 

-.5818 

2936 

-4644 

i, advance payments against imports, loans to non-residents by resident-s and bunking capital. 



4945 

2621 

-7IX) 

1890 

2165 

1.319 

726 

-197 

602 

35102 

26565 

24750 

19266 

13186 

9429 

7474 

7346 

6135 

30157 

2.3944 

2.5450 

17375 

11021 

8110 

6748 

7543 

.5533 

5540 

7183 

5241 

4858 

1250 

1477 

2020 

1546 

1.547 

10880 

10232 

91.50 

7427 

2993 

2914 

2878 

2713 

2.365 

5340 

3049 

3909 

2569 

1743 

1437 

8.58 

1167 

818 

-2547 

-15.55 

-.515 

-524 

-755 

-686 

» -441 

-1.58 

-167 

6805 

6942 

6765 

5326 

1925 

18.36 

1953 

2011 

1696 

9352 

8497 

7280 

5850 

2680 

2522 

2.394 

2169 

1863 

211 

228 

121 

-91 

112 

57 

64 

36 

-29 

890 

771 

600 

477 

224 

240 

217 

179 

152 

679 

543 

479 

568 

112 

18.t 

1.53 

143 

181 

444 

-.378 

-680 

-487 

272 

116 

-106 

-205 

-1.55 

I03'8 

257 

44 

.31 

597 

276 

72 

13 

10 

594 

635 

724 

518 

325 

160 

178 

218 

165 

1297 

-2857 

-4867 

-1865 

1286 

355 

-811 

1416 

-594 

15489 

8.363 

8191 

6004 

7447 

416.3 

2354 

2430 

1912 

14192 

11220 

1.30.58 

7870 

6161 

3808 

3165 

.3846 

250(1 

-1.3204 

-11769 

-10717 

-10774 

-3544 

-3.521 

-3.307 

-3205 

-.3431 

5795 

3811 

4732 

2782 

19.35 

1.561 

1073 

1429 

886 

18999 

15580 

1.5449 

13557 

5479 

5082 

4380 

46.34 

4317 

43764 

43968 

28660 

2.5414 

10280 

11830 

12367 

8.506 

8093 

43929 

44208 

28768 

25474 

10341 

11875 

12435 

85.39 

8112 

165 

240 

108 

60 

61 

45 

68 

33 

19 

1417 

1457 

1173 

1.306 

307 

379 

410 

345 

416 

1417 

1507 

1194 

1322 

308 

379 

423 

351 

421 

0 

50 

21 

16 

1 

0 

13 

6 

5 

.36921 

36279 

I84I6 

17837 

9208 

10007 

10196 

5449 

5680 

86243 

76092 

59443 

48844 

25770 

23244 

21405 

17665 

15.551 

49321 

39813 

41027 

31007 

16562 

13237 

11209 

12216 

9874 

13172 

10008 

7278 

4124 

2462 

3557 

2821 

2144 

1314 

10199 

6819 

4240 

2200 

1821 

2754 

1922 

1249 

701 

748 

479 

574 

537 

’79 

202 

135 

169 

171 

892 

2267 

2427 

1387 

62 

241 

639 

715 

442 

1333 

443 

37 

0 

400 

360 

125 

11 

0 

6769 

11750 

9329 

12002 

-61 

1828 

3312 

2748 

3824 

2389 

4846 

2319 

6534 

270 

645 

1366 

68.3 

2082 

3625 

6833 

6820 

4717 

-390 

979 

1926 

2(XI9 

150.3 

755 

71 

190 

750 

59 

204 

20 

56 

239 

19942 

21758 

16607 

16126 

2401 

5385 

6133 

4892 

5138 

-8859 

-6920 

-9686 

-7048 

-1 

-2305 

-1949 

-2796 

-2249 

3732 

6295 

9246 

6202 

-144 

971 

1773 

2669 

1979 

4601 

4417 

-721 

3134 

980 

1197 

1244 

-208 

1000 

4828 

7974 

4431 

2137 

941 

1256 

2246 

1279 

682 

4301 

11766 

3270 

4425 

1776 

1119 

3314 

944 

1412 


are as percentages 


as per the source, 
or GDP at market prices. 
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COMPANIES 


Research Foundation 


BHARATFORGE 

Well-Timed Modernisation 

BELONGING to the Kalyani group of 
companies, Bharat Forge is engaged in the 
manufacture of steel forgings, finished 
machined crankshafts, front axle assem¬ 
bly and components, and other products 
mainly for the medium and heavy com¬ 
mercial vehicle industry. With the indus¬ 
try witnessing difficult times over the last 
two years, there has been an adverse effect 
on the company’s performance. 

Consequently, in 1998-99 Bharat Forge 
posted a 20.S per cent drop in net sales 
over the previous year. Though operating 
profit declined by 10 per cent, the com¬ 
pany managed to post a S per cent increase 
in its bottom line, helped mainly by a drop 
in interest charges (down 7.3 per cent), 
and a much lower net non-operating loss 
as compared to the* previous year. 

The drop in net profit can be attributed 
to the company's efforts to restructure 
its debt burden. In fact, the company 
reduced its total loan funds from Rs 462 
crore to Rs 396 crore, representing a drop 
of 16.7 per cent. Also, the proportion of 
long-term loans to total loans has been 
increased with the company deciding to 
reduce its dependence on expensive short¬ 
term funds. 

Bharat Forge is now installing its sec¬ 
ond 16,(X)0 tonne Weingarten forging press 
line which will help it cater to the en¬ 
hanced demand for its products from 
don lestic and international customers. With 
this, the Kalyani group company will be¬ 
come one of the only two companies in 
the world to have two 16,(XX) tonne forg¬ 
ing press lines. The company also plans 
to raise funds in the current financial 
year through a combination of preference 
shares (Rs 40 crore), non-convertible 
debentures (Rs 100 crore) and term loans 
from financial institutions and banks 
(Rs 100 crore) in order to fund a modern¬ 
isation programme, normal capital ex¬ 
penditure and also for augmenting long¬ 
term resources. 

As part of the restructuring procesii, 
Bharat Forge has reduced its exposure in 
its financial services division by Rs 105 
crore and also brought down its exposure 
in group companies to Rs 17.3 crore as 
coinpw^ to Rs 59.7 crore in the previous 
yctf;;*fl has reduced its stake in Kalyani 


Lemmerz, its joint venture which manu¬ 
factures wheel rims, from 7S per cent to 
15 per cent. The move brought in Rs 68 
crore which the company ploughed back 
into manufacturing activity. 

Meanwhile, for the first three months 
of the current year, the company has 
improved its performance. While net sales 
increa.sed by 26.2 per cent over the cor¬ 
responding period in 1998-99, net profit 
more than doubled from Rs 7.2 crore to 
Rs 16.1 crore. Interest charges too de¬ 
clined by 20.7 per cent. 

Over the long term, with the Euro I and 
Euro II emission norms necessitating better 
quality of forgings commensurate with the 
requirements in the developed markets, 
demand from OEM’s for quality compo¬ 
nents is expected to rise. With the com¬ 
pany investing in Weingarten forging press 
lines, it is well-placed to take advantage 
of this opportunity. 

The company’s stock presently quotes 
at jaround Rs 207 on the bourses, discount¬ 
ing its 1998-99 earnings by 21 times. 

COLGATE PALMOLIVE (INDIA) 

New Products 

Colgate Palmolive (India) has been wit-. 
nessing a virtually stagnant bottom line 
over the last three years. The year 1999- 
20(K) saw the company buckling under the 
strain with net profit declining by 43 per 
cent over the previous year. While net 
sales were lower by 1.7 per cent, the 
company’s operating profit fell by 36.4 
per cent over the same period. 

With the decline in agricultural produc¬ 
tion, rural spending declined sharply and 
affected demand for fast moving con.sumer 
goods. The company claims that its prof¬ 
itability was also affected by the sustained 
high level of investments in strategic 
infrastructure, new product launches and 
brand building. New products launched 
durinf. the year under review include 
several technologically advanced oral care 
products which have been made available 
at affordable prices. 

Meanwhile, for the first quarter of 
1999-2(X)0 Colgate Palmolive has im¬ 
proved its performance, notching a net 
profit ot Rs 12.1 crore as compared to a 
net profit of Rs 8.5 crore. in the corre¬ 
sponding period last year. Sales improved 
by 21.9 per cent over the same period. 


During iBrst three months of the cunent 
year, thlmpany also revitalised two 
PBcts, namely, the core brand 
Colgate K] Cream and enriched Super 
Shakti, aftimolive Naturals soap which 
has beei^petitively re-positioned in 
the popM^gment. 

ARer Kg a controversy over the 
acquisitiKproperty, Colgate Palmolive 
is now plKg to sell and lease back the 
said propl where its, suburban head¬ 
quarters Kesearch centre are located. 
It had sign deal with the Hiranandanis 
for 1.2 lalK ft of built-up premises in 
the Powai Kplex in Mumbai for Rs 37.8 
crore in SeKber 1997, and is now look¬ 
ing for a Kar lease for the premises 
it currentin-upies. 

Apparenvwc tug of war for market 
share betvK Colgate Palmolive and 
Hindustan nr has reached an impasse, 
with anotheiSnipetitor Balsara Hygiene 
making a deiathc market of both Colgate 
and Hindu» Lever. While Colgate 
presently clns it has a market share 
of around 5'ftr cent, Hindustan Lever 
claims to haYl market share of over 35 
per cent. | 

The compals share presently quotes 
at around Rs Sion the bourses, discount¬ 
ing its 1998-'^umings by 78 times. 

GRASIMINCIKTRIES 

New Busikss Strategy^ 

Grasim Industrs. the Aditya Birla group 
flagship, sawBixed performance in 
1998-99. Whililet sales were higher by 
7.3 per cent ov!| the previous year, the 
company’s opeiaing profit declined by 
3.6 per cent antlottom line plunged by 
50.5 per cent. 1 

The sorry statibf the cement industry 
has taken its tolifcn the company’s per¬ 
formance. The empany is also engaged 
in sponge iron wd viscose staple fibre 
(VSF). All three divisions of the company 
showed a declinel in sales. 

The drop in thewmpany’s profit comei 
even after Indian iRayon’s cement busi¬ 
ness was merged With the company. In¬ 
dian Rayon’s plant which has a capacity 
to manufacture 3 pillion tonnes of grey 
cement and 3.6 lakivonnes of white cemen 
was merged with brasim as part of thi 
consolidation of thd group's cement busi 
ness. Following the merger, Grasim’ 
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The Week's Companies 

(Rs taihl 


I 

%hanit Forge 

i ---— 

Colgate 

Palmolive 

Grasim 

Industries 

Finandal Indicators 1 


March 

March 

March 

March 

March 

Income/appropriations 

1999 

1998 

1999 

1998 

1999 

1998 

I Net sales ^ 

111299 

51931 

95532 

97179 

375687 

349984 

2 Value of production 1 

4I1I7 

51351 

92601 

‘*9346 

377214 

346927 

3 Other Income ^ 

1 2470 

3026 

1230 

1248 

9391 

9908 

4 Total income i 

5 Raw materials/stores and 

H3.587 

'16894 

.54377 

93831 

l(X)594 

.386605 

3.56835 

spares consumed J 

20505 

21866 

25391 

139868 

13.5467 

6 Other manufacturing expense-^ 

7 Remuneration to employees * 

7516 

129.59 

32582 

33293 

9.3971 

77054 

4397 

4120 

4023 

.3710 

26501 

2.3448 

8 Other expenses 4' 

3802 

4593 

26314 

23975 

60311 

52471 

9 OiMrratmg profit S 

10978 

12200 

9046 

14225 

65954 

68395 

!0 Interest 

3866 

4171 

16 

10 

29226 

25567 

11 Gros\ profit ^ 

7053 

M58 

9373 

1418U 

.3.3186 

44278 

12 Depreciation 4 

2913 

2365 

18.35 

1488 

20968 

167(K) 

13 Profit before tax 

4129 

4086 

7538 

12701 

12218 

27578 

14 Tax provision / 

439 

570 

2971 

4694 

800 

4500 

15 Profit after tax 

3690 

3516 

4567 

8007 

II418 

23078 

16 Dividends 

1658 

1675 

4529 

4488 

6265 

5369 

17 Retained profit ; 

Liabilities/assets .'ii 

2032 

1841 

38 

.3519 

5153 

17709 

18 Paid-up capital v 

3768 

3768 

13599 

13599 

7231 

72.31 

19 Reserves and surplus 

37055 

35162 

15775 

15737 

25462.3 

226842 

20 Long-term loans 

34107 

36973 

512 

478 

190824 

170403 

21 Short-term loans 

5462 

9237 

NA 

NA 

53227 

42258 

22 Of which bank borrowing' ■ 

5458 

9233 

NA 

NA 

43442 

.39758 

23 Gross fixed assets 

55229 

48194 

31089 

26224 

495916 

374211 

24 Accumulated depreciation •, 

18252 

15711 

8473 

6779 

158267 

108378 

2.S Inventories 

7590 

7961 

7914 

12lM)7 

65255 

60914 

2b Total assets/liabilities 
Miscellaneous items 

96887 

99500 

56040 

49650 

.571160 

489684 

27 f.xcise duty 

4637 

5431 

4290 

4794 

56821 

.52275 

28 Gross value added 

13714 

11556 

14377 

18687 

79509 

86007 

29 Total foreign exchange ii*. 

8570 

124.50 

725 

81.3 

26401 

31415 

30 1'olal foreign exchange o' 

Key nnaneial and perfunna'dtios 

31 Turnovei ratio 

4629 

8065 

2770 

36.31 

42602 

3II8I 

(sales to lolal assets) (‘K 

42.63 

52.19 

170.47 

195 73 

65.78 

71.47 

32 Sales to total net assets 

33 Gross value added to 

51.37 

60.99 

319.65 

325 95 

74.26 

78..34 

gross fixed assets (%) , 

34 Return on investment 

24.83 

23.98 

46.24 

71.26 

16.03 

22.98 

(gross profit to total as (*) 

35 Gross profit to sales 

7.28 

6..S0 

16.73 

28 58 

5.81 

9 04 

(gross margin) 1%) 

17.08 

12.45 

9.81 

14.60 

8.8.3 

12 65 

36 Operating profit to salcti' 

26.58 

23.49 

9.47 

14 M 

17.56 

19 54 

37 Profit before tax to salcti' 

38 Tax provision to ,1 

10.00 

7.87 

7.89 

1.3.07 

3.25 

7.88 

profit before tax (%) ^ 

39 Profit after tax to net v ' 

•0.63 

13.95 

.39.41 

36% 

6.55 

16.32 

(return on equity) (9i 

9.04 

9.03 

15.55 

27 29 

4..36 

9.86 

40 Dividend (%) 

40.00 

40.00 

30.00 

.30.00 

67.50 

67.50 

41 Earning per share (Rta^ 

42 Book value per share W 1 

9.79 

9.29 

3.36 

,5.89 

15.79 

31.92 

08.34 

103.32 

21.60 

21..57 

362.13 

323.71 

43 P/E ratio '' 

44 Debt-equity ratio 

21.14 

NA 

78.01 

NA 

29.20 

NA 

(adjusted for revalu. 

45 Short-term bank bott' 

83.55 

94.97 

1 74 

1.63 

72.87 

72.80 

to inventories (%) 

46 Sundry creditors to 

71.91 

115.98 

NA 

NA 

66.57 

65.27 

sundry debtors (% 136.23 

47 Total remuneration tBoyecs 

81.80 

300.12 

198.06 

57.79 

41.21 

to value added {%) 

48 Total remuneration tPoyees 

32.06 

35.65 

27.98 

19.85 

33.3.3 

27.26 

to value of produci 

10.69 

8.02 

4.34 

3.73 

7.03 

6.76 

49 Gross fixed assets fifrn {%) 

14.60 

28.06 

18.55 

22.46 

32.52 

9.48 

50 Growth in inventori 

-4.66 

-16.17 

-34.09 

22.67 

7.13 

-4.96 


NA; means not availabf 


cement capacity has touched 10.7 million 
tonnes, which includes 0.9 million tonnes 
of Digvijay Cement and 0.9 million tonnes 
under implementation at Reddypalayam 
in Tamil Nadu. 

In an effort to improve margins of its 
VSF division in the current fiscal year, the 
company has decided to place special thrust 
on export of speciality products like spun- 
dyed micro and macro denier fibres. It also 
plans to aim at product development in 
end-users. The company's VSF business 
has suffered primarily due to a steep 
increase in cheaper import of blended 
textiles from south-east Asia coupled with 
a stagnant export market. 

Meanwhile, for the first three months 
of 1999-2(XX). Grasim has notched a 20.4 
per cent incrcu.se in net sales over the 
corresponding period last year. While 
interest and depreciation were higher by 
5.2 per cent and 31.8 per cent, respec¬ 
tively, the company's bottom line moved 
up by 22..3 per cent over the same period. 
Despite the improved performance of 
the company, a temporary suspension of 
work at its VSF plant put a spoke in the 
wheels. On the brighter side, its cement 
hulk terminal plant at Dodbalapur in 
Karnataka which has a capacity of 6,00,0(X) 
tonnes per annum was commissioned in 
May this year. 

T'he company has now chalked out a 
threefold strategy to take on the growing 
unorganised sector manufacturers and 
smaller brands that have made a .severe 
dent in its profitability. In line with this 
strategy, the company plans to strengthen 
its distribution network through better 
management of its exi.sting 18.5 show¬ 
rooms and substantial incrca.se in the 
number over the next few years. The com¬ 
pany is also planning to introduce ready¬ 
made garments to efficiently utili.se its 
excellent brand equity and strong di.siri- 
bution network. 

The company’s stock pre.scntly quotes 
at around Rs 461 on the bourses, dis¬ 
counting its 1998-99 earnings by 29.2 
limes. 
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Calcutta Diary 

AM 

The poll results are a slap in the face of the conspirators who 
thought they could walk away with the country. A great disorder 
awaits India. Is that not a lovely prospect? 


SHOVE aside the obfuscations, and con¬ 
centrate on the basic features of the gen¬ 
eral election results. One outstanding 
outcome of the poll is the apparent inabil¬ 
ity of the two principal political parties in 
the country,, the Bharatiya Janata Party and 
the Indian National Congress, to claim the 
loyalty of more than 53 jier cent of thu.se 
who voted. That is to say, at least 45 per 
cent of the electorate have no particular 
regard for the two major parties. Their 
loyalty is to other groups and parties, in¬ 
cluding the Left, the regional formations, 
and the caste-based parties. 

A signiFicant corollary of the poll result 
is the relative diminution of strength of 
the BJP in relation to its allies and, simi¬ 
larly, that of the Indian National Congress 
vis-a-vis Its electoral allies. This kind of 
outcome is a major blow to those who hud 
drawn up fond designs of an increasingly 
bi-polar India, where only the two prin¬ 
cipal parties will count and the rest of the 
lot are dis|7ensablc. Such a design of things 
is very much in consonance with the 
concept of an emerging political set-up of 
the country with power and resources 
getting increasingly centralised. In course 
of time, .so runs the assumption, the oddities 
of minor groups and parties will disappear 
from the scene and India will be a iieifect 
illustration of a two-party arrangement 
where other voices and views are denied 
any accummiKlation. 

This species of a political model is a 
great favourite of Confederation of Indian 
Industry types. They would like nothing 
better than the hypothesis of an under¬ 
standing reached between the two main 
parties in the country on the basis of a 
consolidated roster of economic 
programmes and policies. It will be es.sen- 
tially aCII programme. In the idyllic w orld 
the ItKal bourgeoisie dream of, the stale’s 
economic policies are expected to be fully 
adjusted to cater to the Confederation’s 
bill of goods. The poll results bring un¬ 
fortunate tidings though: the ground re¬ 
ality refuses to conform to the mould 
proffered by the Indian capitalist class. 


India, the election outcome suggests, 
continues to be a chiaroscuro of shifting 
patterns of minds and attitudes even as we 
proceed from region to region and stale 
to stale. Tho.se segments of the electorate 
who, consequent to developments over 
the past decade, have learnt to articulate 
their views via the ballot box, arc indeed 
experiencing a whale of a time. The two 
big parlies cannot any longer run away 
with the polity. Coalitions, of this or that 
texture, are going to be henceforth the 
order of the day. Even more remarkably, 
the coalition partners will be more and 
more assertive with respect to the charter 
of rights they want the major partner of 
the coalition to yield to them. Call it 
blackmail, it docs not matter. The retort 
of tho.se who indulge in such practices 
with gay abandon will perhaps be that the 
blackmail is only partial compen.sation tor 
the exploitation indulged in through the 
eptKhs by the .social cla.s.ses constituting 
the two major parties. 

Discussion of the role the Lett groups 
and like-minded formations could fill in 
this situation can for the present be left 
aside. What is however of tremendously 
greater significance is the emergence of 
regional parties of various descriptions. It 
is not just parties such as the Dravida 
Munnetra Karhagam, the All-India Anna 
Dravida Munnetra Kazhagam, the Tamil 
Manila Congress, the Tclugu Desam and 
its tributaries. It is equally necessary to 
lake into account the role likely to be 
assumed by the Shiromani Akali Dal, the 
N ational ist Congress Party, the Asom Gana 
Parishad, the Sikkim National Front, the 
Mizo Nationa' Front, the Gurkha National 
Libera, ion Front and so on. 

The poll outcome, in other words, 
clinches the point that we are almost on 
the verge of no return. The epneept of a 
stable administration the Indian citizenry 
had grown accustomed to in the SO years 
since 1947 has all of a sudden lost its 
relevance. We are fated for confrontation 
with a succession of unstable regimes. No 
party will on its own be any longer able 


to exerciA total political control over the 
centre, ail therefore the country. Coali¬ 
tions willbe the order of the day, and 
please dviot entertain any notion of the 
coalitioniiontinuing for ever and ever. 
Such coallons will come apart at regular, 
and irregtlir. intervals, for the sectarian 
- and secilur - interests of the coalition 
parties will refuse to abide the pretences 
of a still clntrc. 

This, diJyou say, will be inimical to 
economic Irowth and accordingly the 
de.spair of flreign invc.stors'.' Few tidings 
deserve to hlapplauded w ith grcaterchcer. 
Should the iant of view be aired that such 
a state of afflirs could affect the country’s 
internaiiunalpolitical status, it would be 
quite in ordA to break out into a cynic’s 
smile. At ;it rate at which we have 
proceeded inllie recent times, otherthings 
remaining lit..- same, our international 
political statiic will be an exclu.sivc gifi 
to be dccidcJupon by the US admiivis- 
tration, 

Given thisebniext, a great many lhing^ 
can be said in favour of an ambience where 
neither of the two major political partiei 
in the country Is in a position to give ven 
to its over-centralised, medieval aspira 
tions. F.vcn before the sustenance o 
parliaiiienlary Jcniocrucy is ensured, it is 
after all, necessary to ensure the sustc 
nance of democracy it.self. 

And for how long more arc we K 
continue to Icijii innocence of the othe 
reality this year's poll has been compcllci 
to rev cal once more'.' It has been a frighten 
ingly bizarre seretiade of so-called demo 
cratic elections, the bomb and bullet blast 
accompanying the gory killings. Th. 
Hurriyat Conference the People’s Wa 
groups and other Maoist formations 
Bihar's caste armies, the IJLFA and Bon 
insurgents, the rebels swearing allegianc 
to the Manipur United Liberation Fror 
and the Achik National Volunteers’ Coun 
cil: add them up, it is yet another facet o 
the nation’s awesome political nitty-gritty 
What a cheerful thought, the CII types wi! 
have sleepless nights for .some while, unt. 
they come to realise that India is not jut 
New Delhi and Mumbai. The poll rc.sull 
are a slap in the face of the conspiratoi 
who thought they could walk away wit 
the country. 

The media will continue to endeavor 
to sustain the illusion of a stable polity 
The poll results suggest the contrary: 
great disorder awaits India. Is that not 
lovely prospect? 
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COMMENTARY 


From SanskrSation to Hindi-isation 
and Hindu-is^n 
The 13th Lok SaJ 


Ranjit Sau 


It is too early to make ti^ailed analysis of the general election for 
the 13th Lok Sahha. Thnlpdmate cause of Conj^ress downfall are 
fairly obvious. The Coie^ vision of the nation is incomplete, 
underdeterminate and msistetu in theory, and yravcty dubious in 
practice. The BJP as a^ of the Sangh parivar touches all u.\pccts 
of our life. Its model nation is at variance with the true 
principles of Vedas. Yi%as potentially tremendous appeal to the 
caste-conscious, .sanskll^ft Hindu masses. Not too loni’ a^o you 
heard a chorus of lam J^dira is India. E.xpect soon a kirtan of 
hanunians: India is 


Tlll£(jandlii-Nchru projccW^awetl at 
the core; il was an oxy nioror4^ocllence. 
When caught in an incvitiWid il was 
converted inio a Nehru-GW •'•cript- In 
the 1999 general elcctioi.a^aign the 
Congress president proclaiLshould her 
party return to power electric 
power would be given freW'^'*^''^- The 
audience at Andhra Piih hustings, 
where she spoke, had a rJCking laugh 
to the point of tears. TheStt^ <’f Indira 
Gandhi with her crude* ol ‘garibi 
hatao' Hashed in their in Here, again, 
the same dress, the sarnifec. the same 
glycerin tears, the same idi: a dynasty, 
all dressed up visibly onPOdium • the 
eerie shadow of Indira is stalking 
the !,;nd again, they thilfc This is the 
signature tune of the 1?^ Sabha; the 
next reels will show ;#|fcnsc-thrillcr 
with usual BollywoudliU‘i- 

It is too early to make^ilcd analysis 
of the general election t^ver, the im 
mediate eau.ses of Cor<t downfall are 
fairly straightforwardW^irty has no 
coherent story to tell words 

ring hollow, its iietwojQocal organis¬ 
ations is worn out. Bui^oes not solve 
the other side of the i w. namely, the 
success of the Bharatiyia Party(BJP) 
at the polls. What niaWP tin attractive 
choice? What does B.^ that Congress 
doesn’t? Why is the W-Gandhi Ilip a 
flop? We begin ourj|iti«n from this 
end. 

GANDHI-NEHftNI>l,OOM 

We all do two elePry productions, 
namely, propagatff species and 
procurement oi sul#tce, at two sites 


respectively: family and firm. Familic.s 
assemble to build a society, and firms 
come to make the economy. Toco-ordiiiaie 
It all springs up another sector, the polity 
A nation thus has ihice parts: .society, 
economy and polity; they interact and seek 
an equilibrium. 

India has several religions. Its society 
is said to be in equililiriuin when each 
icligious group ceases lo have relative 
internal adjustment, and there is no furthei 
proselylisation, that is, conversion from 
one faith to another. The equilibrium thus 
has two facets: inlra-n'ligion and inte:- 
religion tranquillity The economy operates 
wilhm the infrasiriicture provided by the 
society and polity, hut ii can and docs have 
a bearing upon the latter two as well. The 
polity IS most agile; it responds mostly to 
the impulses from society and economy. 
It has some degree ol autonomy, of course. 
The system consisting ol these three parts 
evolves with its own momentum and 
absorbs external shocks. Wc shall view 
India through this lens of general 
equilibrium.' 

In shaping modem India Mahatma 
Gandhi and Pandit Nehru had, as it were, 
a division of labour. Gandhiji mended the 
.society and Panditji looked after the 
economy, while both of them were steering 
the polity. The cxeitisc appears, no doubt, 
a bit hazardous. The scene reminds us of 
the case of two persons riding on one horse 
and racing the same three horses at the 
same time. So it was. 

Gandhiji envisaged India as a society of 
permanently discrete communities, divided 
along lines of religion and each subdivided 
by varna, caste, or similar other a.scripti ve 
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marks.' The glue that is supposed to hold 
the disparate elements together is his 
diK'irine of faith in all faiths: Iswar Allah 
lerr naam. But clearly the patchwork may 
not be sturdy enough. For it perpetuates 
the sharp edges of demarcation and brings 
fnctions and bruises. At the operational 
level it is even more volatile. Despite his 
grand scheme of Hindu-Muslim unity the 
Mahatma rejected inter-dining and inter¬ 
marriage. Once he declined to have dinner 
in the company of his Muslim friends 
Mohamed Ali and his brother on the 
tenuous argumeni that eating is a privately 
performed sanitary routine of life. He 
condemned Hindu-Muslim inter-marriage 
as incest lBo.se 1998:2094). Clearly 
Gandhiji was building his castle on 
quicksands.' 

For harmonious living two communities 
must not only recognise each other's 
religion as legitimate; they must alsoknow 
and respect each other’s intra-religion 
‘caste’ structure. Mere ‘tolerance’ of 
icligions IS not enough. For example, a 
11 indu grocery-slorc-owner has to be aware 
of the social prestige of a Muslim scholar- 
theologian, ulema, in the latter’s own 
community, atid pay him equal respect in 
full, rathei th.in throw him out as ‘impure’ 
Irom the shop’s doorstep. The problem 
would be compounded when the res|xx'i i vc 
caste ranks of two communities do not 
map one-to-one and monotonously. I have 
not found any evidence that would indicate 
that Gandhiji had time even to address the 
question, let alone answer it. In a w<ird, 
the societal vision of Gandhiji was 
incomplete, underdeterminate, and 
inconsi.stent, while his own behaviour on 
related iKcasions was inscrutable. 

Gandhiji said a great deal on simple 
village life, civilisation, charkha, and all 
that. However, his utterances on economic 
matters do not add up to a coherent whole. 
His insistence on cottage and village 
industries, spinning wheel, handloom, etc, 
belonged to adiffcrcntuniver.se, not known 
to the contemporary world.'' Fortunately, 
Nehru did not pay much heed lo it. What 
Panditji did, obviously, did not take us 
very far, either. He set up public sector 
projects everywhere and anointed them as 
‘temples’ of modern India. The public 
took him literally. You don’t goto temples 
for hard work, productivity, competition, 
innovation, investment, and such other 
earthly stuff, you go there to meditate. And 
so they did. By the lime they woke up. it 
was too late. 

The situation in the field outside chose 
holy places was not much different either. 
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By some estimates the Indian economy 
has remained stagnant for as many as 
2,280 years; the per capita income is 
virtually constant over the period between 
320 BCand AD 1960 [Lai 1988:34]. Such 
a case of prolonged economic paralysis is 
rare in history. The caste system bears part 
of the responsibility. “The chief features 
of caste are: (i) Heredity. One cannot 
change one's ca.ste. (ii) Endogamy. Every 
member of a caste must marry a member 
of the same caste and may not many outside 
it. (iii)Commensal restriction. Regulations 
are imposed regarding the acceptance of 
food and drink from members of other 
castes” [Radhakrishnan 1940:37]. ‘Two 
distinct tendencies are implicit in the caste 
system. The first is an acceptance of the 
existence of multiple cultures [one for 
each caste), including moral and religious 
norm.s, in any local society. '...Occa¬ 
sionally, a man is heard making slighting 
remarks about the hereditary occupations 
of other castes. The other tendency in the 
caste system is [Sanskritisation] the 
imitation of the ways of higher castes” 
[Srinivas 1966:14; emphasis added]. The 
Hrst of the two distinct tendencies of the 
caste system fills the Hindu society with 
deep ennui and distrust, which partly 
accounts for the millennia-old economic 
slumber. The second one, we shall see in 
a moment, has provided a window of 
opportunity to the BJP. It transpires thus 
that both Gandhiji and Panditji had only 
a myopic grasp of the Indian ethos. The 
country promptly headed to the edge of 
precipice. 

Ni-.iiru-Gani)iii Huiki.(X>m 

In due course, Nehru’s daughter took 
over the rein, and the new Gandhi began 
to fill in the blanks. Her calculation was 
acute. The society, she saw, is split into 
three segments; lower-caste Hindu, upper- 
caste Hindu, and the Muslim and other 
minorities. Incremental return on any 
political inve.stment will be higher in the 
first and third segments than in the second. 
She put on rudraksha mala, visited temples, 
mosques, churches, .sought benediction of 
every guru who cared to open the door to 
her. And in the name of dalits, the weaker 
section of society,* she proclaimed a 20- 
point programme.** The nation was 
impressed with her skill in balancing acts. 
The Nehru-Gandhi era dawned in right 
eame.st. 

Her son took the Indira strategy to its 
logical end with disastrous results. An 
editorial in The Times of India (August 4, 
1994) writes that the total electoral rout 
of the Congress Party in Uttar Pradesh 
came after 1986, an occurrence that could 


be attributed to two major events. In 
February 1986, the Muslim Women's Bill 
was intrtxiuced in parliament in response 
to the Supreme Court’s judgment in the 
Shah Bano case.^ This alienated the upper 
Caste Hindus. Inthe same month, the district 
judge at Faizabad opened the locks of 
Babri masjid in Ayodhya, apparently at 
the prodding of Congress leadership. As 
a result the Muslims started to desert the 
Congress. As if that was not enough, Rajiv 
Gandhi started the election campaign in 
1989 with a speech in Faizabad, the 
constituency in which the town of Ayodhya 
is located, promising Ram Rajya and 
announcing the 'shilanyas' forRam temple. 
The demolition of Babri masjid in 
December 1992 brought the curtain down 
on Congress fortunes in Uttar Pradesh. 

In a word, the Gandhi-Nehru peritxl saw 
an ostrich-like passive policy of supporting 
the .social status quo, while the subsequent 
Nehru-Gandhi dynasty tried to actively 
exploit religious differences in order to 
protect itself. A third variety of policy 
towards religion will be narrated below - 
that is the BJP's innovation. If Indira 
Gandhi prostrated before a ‘jagatguru’ it 
was to .seek her own political salvation; 
she was at the receiving end of blessing. 
By contrast, the BJP would operate on the 
supply side. 

As cited above, one of the two distinct 
features of the caste system is ‘the imitation 
of the ways of higher castes'. Srinivas 


(1966) h» name for such climbing of 
caste ladw sanskritisation. It has been 
a powerfa force in the diffusion of 
Hinduisnn remote past [Weber 1938: 
9-21 ]. A trill chief would invite a brahmin 
priest wholll come to baptise the royal- 
highness-t^ into Hinduism and thus 
legitimise m kingdom. Maybe, even a 
kshatriya sl(gotra) going back to such 
and such sal (rishi) also can be arranged 
to further foBify the royal claim. 

Such su|^ of caste recognition and 
upgradationlas been greatly activated 
lately on d^and. The kshatriays, in 
particular, ail said to be in special need 
for this comiiLdity. Historians like K M 
Panikkar mailtain that actually there has 
been no suchLste as kshatriya in the Ia.st 
2,000 years oihistory. The Nandas were 
the last ‘tru(l kshatriya, and they dis¬ 
appeared in lift fifth century BC. Since 
then every kntwn royal family has come 
from a non-kilitriya caste, including the 
famous Rajpui® nasties of medieval India. 
Panikkar alsowints out that “the shudra's 
[of all castes] 4em to have produced an 
unusually largejnumber of royal families 
even in more Aent times. The Palas of 
Bengal originuliy belonged undoubtedly 
to that low casteffhe great Maratha Royal 
House, whatever their function today, 
could hardly siKtain their genealogical 
pretensions conrreting them with Rajput 
descent. One if the most important 
functions of genealogist and bardic caste 
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was to legitimise mobility fr.^e ranks 
of lowcrcastes to the kshatriyisiroviding 
suitable geneaological linkaad myth” 
(Srinivas 1966: 9-10]. Ano^alamity 
has befallen this caste. e| Islamic 
conquest and thereafter^ British 
occupation of India had ruhl^ff some 
of the glazeof the valiant cas^shairiya. 
It feels insecure about its idt» 1 Beteille 
1996], I 

Meanwhile, in different ^ns, there 
were few castes which, »ugh not 
regarded as high, became n-’lipy wealthy 
by reason of their ability to£it certain 
.special opportunities that (Wtheir way 
during the British rule. Bxws of such 
success are provided by tn (oilman) 
castes in eastern India, lAstillers in 
(.)rissa, the noniyas (salt-iA) in Uttar 
Pradesh, the kolis of coaswjarat, and 
kharwas of Saurashtra. W* low caste 
became wealthy it usualKWowed this 
up by sanskritising its lifijland ritual, 
and claiming the status oKher caste. 
Hie priests can provide thqflred .service 
for consummating the&alities of 
upgradation A most eloiMcxampIc is 
the case of Amnia Coorg A'tion of the 
main body of Coorgs, ♦^^ame under 
strong brahminical inflijl in the first 
half of the t9lh centdi'tti became 
vegetarians, teetotallersil donned the 
sacred thread. In course ollfthey became 
a distinct endogamous gjBa caste, even 
though they numbered ci!fc6 (yes, 666) 
individuals at the 194iW'sus. A new 
caste was born. Thus adC or a section 
thereof would .san.skriilbs way of life 
and then claim to be supii^ its structural 
neighbours or to thif||ent section* 
!.Srinivas 1966: 30, 9' 

Like the interior of a y where new 
stars arc being form selessly. the 
womb of Hindu .socis all the time 
churning out newi tes through 
Sanskriii-ation; and le galaxies in 
the expanding un the caste- 

con.stellationsarerun ly from each 

other at epic speed. W s Hindu society 
is static, motionless? 'Ursc, there was 
no Big bang: it was -reation of the 
All Mighty! As we l>e made wiser 
in a few moments, tl will help make 
it even more dynami ithin the limit of 
the velocity of ligi 
Mathematics tell; at between any 
two numbers there i.‘ mity of numbers. 
So, between any twi ^s a large number 
of castes can be ai lodaied at ea.se. 
And in India then ge demand, we 
have just seen, fo! « upgradation at 
different levels. 1, 'angh parivar has 
long been active i; field as supplier 
of the required fifes. The historical 


source of the Sangh parivar is traced to 
the Arya Samaj, founded in 1875 in Punjab 
by Dayananda Saraswati, a Sanskrit 
.scholar. Opposed to certain aspects of 
caste sy.stem, idolatry and prevalent rituals, 
the Arya Samaj was strongly revivalist and 
proselytising. Dayananda went about 
reorganising Hinduism around a canoni¬ 
sation of the Vedas. A crucial instrument 
to this end was the suddhi movement, a 
movement for purification of the faith. 
From the 1880s on the Arya Samaj 
established a system of educational insti¬ 
tutions all over north India: the Dayananda 
Anglo-Vcdic (DAV) colleges where 
English was the medium of instruction. A 
sanskritised ‘pure' Hindi was promoted in 
educational work with a view to making 
it a common national language. At the 
turn of the century the first regular Hindi 
magazines appeared, college curricula in 
Hindi were drafted and Madan Mohan 
Malaviya provoked by the inaugura¬ 
tion of Aligarh Muslim University in 
1898, initiated a protracted campaign 
fora Hindu university with Hindi as the 
.sole medium of instruction. In 1915 
Benuras Hindu University came into 
existence and it became a central point in 
the movement for making Hindi a national 
language. 

The Arya Samaj promoted eradication 
of traditional ca.sle identities defined by 
birth, and suggested a caste system based 
on virtue and merit, which in principle 
would be open to all. In spite of such 
radical postures the project remained 
largely conservative in its implications. 
The critique was aimed only at the 
immobility of the caste sy.stem, its brah- 
minical orthodoxy, and its exclusion of 
lower caste groups. But neither the 
hierarchical structure of caste nor the 
es.sential virtues and character ascribed to 
each varna and caste was questioned 
(Hamsen d 999:741. 

The Hindu Mahasabha, formed in 1915 
with a view to galvanise the Hindu com¬ 
munity into a political unit capable ot 
representing ‘Hindu interests’, initially 
functioned as one of the interest groups 
inside the Congress Pany. With Savarkar 
at the helm it became an independent 
force during the 1920s. There developed 
a symbiotic relationship between the 
Mahasabha and the Arya Samaj with 
double membeiship and an emerging 
ideological unity. The Ra.shtriya Swayam- 
sevak Sangh (RSS) arrived in 1925 to 
operate on the cultural front. Hedgewar, 
the founder, envisaged a synthesis of Arya 
Samaj idealism and organisational 
strength. Throughout the 1930s the RSS 
maintained close relations with the Hindu 


Mahasabha for ideology and inspiration. 
Then, under the leadership of Golwalkar, 
the RSS moved away from politics to 
concentrate on a radical .strategy of creating 
a brahminical RSS culture, a Bharat Mata 
in miniature, which by its example and 
high moral stature would gradually 
transform norms and habits of the larger 
society. During the 1940s the RSS became 
the most powerful Hindu nationalist 
organisation in the country. One of the 
most important branches of the Sangh 
parivar, the Vishwa Hindu Parishad (VHP), 
was established in 1964 to provide a bridge 
between the religious organisations and 
the RSS. Its objective was to consolidate 
Hindu society. It represented acontinuation 
of the efforts of the 1920s tb produce a 
Hindu nation through construction of 
rashtra mandirs and an all-encompassing 
catholic national Hinduism overriding 
divisions of sect and caste. Several of the 
leading gurus of VHP have a background 
in the Arya Samaj, Hindu Mahasabha. 
Ramakrishna Mission, and other organi¬ 
sations that sponsor a ‘nationalised’ 
modern Hinduism. The development of a 
national Hinduism - ‘adapted to the 
modern age’ - remains one of the very 
signineant activities of VHP, it started as 
early as 196^ with the First International 
Hindu Conference in Allahabad. A broader 
activist line was adopted in the early 1970s 
when the VI IP more systematically entered 
the field of social welfare with schools, 
medical centres, and hostels all over the 
country. Another important and wide¬ 
spread activity carried out under the 
auspices of the VHP is the Vanavasi Kalyan 
Ashram set up in 1966 as a combined 
centre of social work and (re-)con version. 
It runs u large number of ashrams, .schools, 
colleges, medical facilities, as well as 
hostels and scholarship programmes for 
tribals. The Sangh parivar has several other 
members in its family such as the Sevika 
Samiti, the Durga Bahini, and the Patit 
Pawan. 

The ancestry of BJP goes back to the 
Hindu Mahasabha and the RSS. It is the 
political front of the Sangh parivar, a vast 
network - a one-stop shopping mall - that 
can entertain one from cradle to grave in 
all spheres, .s(x;ial, political, economic. 
Theic is nolfiing like it anywhere eJ.ve in 
the world. Clearly. Congress is no match 
for the BJP in this. 

V P Singh once commented in a 
television interview that the ‘mandal’ 
(implementation of Mandal Commi.ssion 
recommendations) would enter the 
‘kamandal’ (a small sacred pot of holy 
water used in rituals by holy men, a. 
symbolic reference to the BJP) and break 
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it. But he was Wiung. n tuMijr juu, a nine 
bundle of money from the land, or a few 
extra rupees from some trade, does not 
meet one's appetite, rather it whips it up. 
Some lucky people, no doubt, have seen 
the faces of affluence; now they want 
higher social status, caste promotion, 
culture, in a word, sanskriti.sation. They 
will flock to the B JP. Congress has nothing 
to offer them; it never had. 

Epiuxjue 

Tlie Mahatma, all due respect to him, 
was perhaps too god-like to the point of 
naivety. He was not simply aware of the 
failings of the ordinary people like us; he 
did not realise that it is not enough just 
to accept as legitimate and tolerate all 
religions. There is a set of annoying details 
for our daily existence in society. Where 
would, say, a Hindu wcaverplace a Muslim 
fruit-seller in the social matrix for 
measuring the corresponding respect due 
him? There is no answer to such a day- 
to-day question which is, to be sure, of 
vital importance for living in a village. So 
long as the society remains a collection 
of disparate communities with hard 
boundary-lines and varying internal hierar¬ 
chies this problem of translation and 
evaluation would haunt a common man. 
It follows that the society of Gandhiji's 
dream was just that, a dream, not viable 
in theory or practice. On the other hajid, 
for the Nohru-Gandhi Congress of today 
such questions arc too theoretical, too 
abstract and philosophical; it has no time 
orinclination for such things. Forit, efforts 
are more profltably spent in playing games 
with .social divisions. 

The basic mode) of BJP .seems to have 
the virtue of logical consistency, but its 
premises arc open to serious doubt. To 
take one example, Savarkar evidently 
believes in the Darwinian concept of 
natural .selection: struggle for existence 
and survival of the nite.st. He says: "men, 
groups and races [are] in the process of 
consolidation under the stem law of nature, 
to get forged into that larger exi.stence on 
the anvil of war through struggle and 
.sacrifice. Those alone who can stand this 
fierce ordeal will prove their fitness, not 
only the moral but even the physical fitness 
that entitles races and types to survive in 
this world” [Savarkar 1925;xii, cited in 
Hansen 1999:79]. Now, caste is based on 
endogamy, and we have seen above that 
new castes are being bom with even as 
few as 6fi6 members. Endogamy within 
such tiny groups will be biologically 
injurious to the groups themselves and to 
the species as a whole. For Darwin 
(1859:95) writes: "1 have collected so large 
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experiments, showing, in accordance with 
almost universal belief of breeders, that 
with animals and plants a cross between 
different varieties, or between individuals 
of the same variety but of another strain, 
gives vigour and fertility to the offspring; 
and on the other hand, that close 
interbreeding diminishes vigour and 
fertility” (emphasis in the original). If this 
Darwinian ‘general law of nature’ holds 
for human beings, then endogamy by caste 
might have been very harmful to the vigour 
and fertility of the Hindus, which might 
be hard to recover by physical exercise and 
drill in khaki shorts. 

No matter what happens to the economy 
at large, there are always some people who 
will somehow get a lot of money. Almost 
all of them will seek caste promotion, and 
mathematically there is no problem in 
accommodating their demand, even if it 
is almost infinite. Between any two points 
on a line there is an infinity of points; in 
a multi-dimensional sphere the scope is 
even wider. The Sangh parivar will 
continue to have a busy schedule of per¬ 
forming sanskritisation. The BJP is here 
to stay for a while, at least. 

The preamble to the Hindu Declaration 
of Human Rights (drafted in Sanskrit and 
not yet available in its official English 
version) goes as follows: “A Hindu is like 
any other human being, only more so, 
wherefore all human beings possess the 
following rights as they are all the children 
of the Earth and descended from Manu 
and possess rationality anti morality in 
common” (.Pioneer, .lune 17, 1995, cited 
in Hansen 1999). But, as far as we know, 
in a democracy no one is allowed to be 
‘only more so’, it violates the Universal 
Declaration of Human Rights, adopted 
and proclaimed by the United Nations, 
December 10,1948.Stichadiscriminaiion 
is not grounded in the Hindu ethos of the 
Vedic era, either. 

Yct the BJP is likely to have a tremendous 
appeal to the Hindu masses, all eager for 
sanskritisation. Not too long ago you heard 
a chorus of lambs: Indira is India. Expect 
.soon a kirtan of hanumans: India is Hindia. 

Notes 

I 

1 By ciintiast, there arc models of partial 
equilibrium. Among several brands of this 
I'alegory that are making rounds in India 
nowadays let us briefly menuon ihrecTor charity. 
One may be called the 'imagining' school, in 
which the starting point is 'imagination' of a 
novelist, poet, or bard. A community's identity, 
aspirations and evolution are all in someone's 
imagination, and they unfold through diffusion 
via communication media such as folklore, 
books, or stage performance. A second one 
may be called the 'dalit' school which puts the 


political action of traditionally oppressed groups 
.such as the .scheduled castes (14.6 per cent of 
total population) at the heart of the current 
dynamics of India. Third, there is the 'middle' 
school where it is the middle class of India that 
holds the key to almost everything. 

It is our cardinal axiom that the mode of 
production by and large shapes the consci¬ 
ousness, rather than the other way around. 

2 Almost all religious communities have 'castes' 
in one form or another (Dumont 1966:201-12]. 
The Hindu caste system is most rigid in that 
it is anchored on the doctrines of 'karma' and 
rebirth. Caste systems in other communities 
are mostly nnn-hcrcditary, and fairly per¬ 
missive. Ixt us emphasise here that the Hindu 
caste system dues not have the approval of (he 
Vedas: iioriginated in the later-day Upanishuds, 
coinciding with the rise of private property. 

3 III ancient times foreign tribes had been absorlicd 
intothe Hindu society. "Hindu leaders accepted 
primitive societies and foreign settlers such as 
the (iiecks and the .Scythians into the Hindu 
fold and recognised their priestly families as 
brahimns and their fighting men as kshatriyas" 

I Radhukrishnan 1940' .3571. Great invaders such 
as (he .Saks (Scythians) the Yavanas (Greeks), 
the Pahalavas (Parthian'.), and the Kushans^ 
were accepted as Hindus without hesitation. 
Much later a reaction against the 'savages from 
the central Asian steppes' set in, es(x:cially 
alter the tribes of Huns were taken ovei into 
Hinduism, and an unusually strung dis¬ 
inclination to intermarriage grew. At the 
niomcnt, however, we are nut talking about 
something like an invasion by the Huns. 

4 Sen (i9(>g ll0) has concluded: ‘The Amhar 
Charkha programme is inflationary and is also 
likely to alfcct capital accumulation adversely. 
Far from cre-ati ng any flow of surplus, it prixluccs 
allow of output value less than even its recurring 

.> gusts. For (he Amhar Charkha to have no 
inflationary results and no recurring adverse 
effect on (he national capital stock, (he workers 
would have to be p.iid Re 0-1-ti (less than two 
pence) per 8-hour day, which is quite abs-ird. 
As a technological possibility, the Amhar 
Charkha seems to offervery little.’’Thcsc results 
were initially published in a note in the 
Economic Weekly, October 19, 1957. 

5 Sen (1980:447) is uinused at the amb guity of 
language The phrase ‘weaker .section of the 
Indian |xipulutiun "has not been descriptively 
very illuminating. As it happens, people drawn 
from this ‘wcakci section of the Indian popu¬ 
lation’ do the hca\y work in India, varying 
from breaking stones and bending iron to 
carrying heavy loads on their heads.” 

6 Fur a few months there was confusion about 
the exact number of points in the prime 
minister’s programme. Initially it is as declared 
to be a 21-point programme 'I'hcn the 
bureaucracy in the prime minister's office 
discovered to their horror that (he last paragraph 
in the script of her radio address to the nation 
proclaiming the momentous programme 
consisted of only ‘Jai Hind’, which is nut really 
a plan or a development project fur the uplift 
of the weaker section. So the number was duly 
revised down to a round number 20. 

7 In April 1985, the Supreme Court of India in 
a judgment had allowed a Muslim divorcee. 
Shah Bano, maintenance for life from the funner 
husband. The Rajiv Gandhi govemmentenacted 
a law in May 1986 that, in effect, overturned 


2982 


Economic and Political Weekly October 16-23, 1999 



that judgment: the law was drafliiith the 
hcIpofMuslimcIcigyJnterestinglj&milar 
case a court in Bangladesh allowed i^enance 
for litc to a Muslim divorcee woiWusI as 
the Supreme Court of India had do^gincer 
IW. 1999]. i 

, A crowning case of sanskritisai may be 
found here. According to a newgw pub¬ 
lished in The TiiiKS of Mia (laiAembcr 
199‘>; internet edition) a descenderlfeaima 
Gandhi had stated that the ancctlpeliing 
of the surname of Feroze Gan tfndira's 
husband) was actually Ghandy. 
formed into the illustrious Hindus, 
in Firoze's time. If the report is I 
scientists may find it interesting ti 
it. At any rate, the royal lineagiif,. ... 
Netirii may be more appropriate! |#ssed in 
Its classical form, tlie Nchru-Oh,y'|Iynasty. 
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Congress Rc|: No Cat to Bell 

M A Sunduram 

The Congress dehacleves more lo ihe disarray of die party and its 
unrealistic as.se.ssmenf ground situations than to the status of other 
political forces. 


THREK month.s after '• assembly 
eleetitins in Goa, wheretC Congress 
secured .I'l absolute majorifer 14 years. 


in the parliamentary cli^5 held on 
* .September 5, the party su*^ tt humilia¬ 
ting defeat, losing both if^ttts it held 
after the 1998 election!!, *he Panaji 
constituency (North Gej^ipad N„ik 
(BJP), defeated Rama^Khalap, a 
veteran Maharashtrawad^anlttk Party 
(MGP) leader and foSff union law 
miIIistcr in the UFgoverriS by a margi n 
of 36,721 votes. Sripad^- bad lost in 
the as.sernbly election in 451 votes. 
In the Mormugao parl||itary consti¬ 
tuency (South Goa), ykant Angle 
(BJP) defeated his neaifval, Joaquim 
.Alcamao by a margirj^4,419 votes. 
Angle had entered thej^nly in 1998, 
after short spells in thtSP and UGDP. 

In the same constitup Angle had in 
' the 1998 elections IcJ the Congress 
candidate Francisco B^ha by 6,800 
votes. Traditionally a |plic has always 
held the South Goa sefne last time this 


seat was held by a Hindu, Madhu .Shinkrc 
of MGP, in 1962. In both these consti¬ 
tuencies candidates belonging to parties 
other than the BJP and the Congress, 
including Wilfred dc .Souza, who was 
contesting on a Ntitional Congress Party 
(NCP) ticket forfeited their deposits. The 
decline in the clout ol regional parties, 
MGP and UGDP had begun even before 
the assembly elections in June. In the 
assembly elections MOP was practically 
wiped out, winning only four seats. BJP 
won 10 scats, the gains mo.stly coming 
from MGP-held constituencies. Talks 
between BJP and MGP for an alliance 
before the assembly elections, ended in 
acrimony over scat-shaiing and MGP's 
role was perceived as that of a big brother 
introducing BJf* into Goa. The UGDP 
came on the .scene when Churchill Alemao 
won the Lok Sabha seat in 1996. The party 
merged with the Congress in July 1998. 

The denouement in the collapse of the 
Congress began immediately after the 
assembly elections and the formation of 


the Congress government in Goa led by 
Luizinho Faleiro as chief minister. The 
party had a majority of a single seat in the 
assembly. Soon after he formed his 
government with a small cabinet of five 
ministers, dissidence in his party grew and 
he had had to shore up his strength in the 
assembly. Faleiro engineered the split in 
the four member-MGP and Ramakant 
Khalap with another member joined the 
Congress. Khalap's entry wtus re.scntcd by 
senior leaders in the state Congress. The 
MGP cadre, which has a wide base in 
Nonh Goaalso felt betrayed. In South Goa 
C'hurchill Alemao wa.s'already staking the 
claim for his brother Joaquim Alemao. 
Mo.sl Congress leaders including the chief 
minister are reported to have preferred 
Uday Bhembre, a respected non- 
controversial lawyer in South Goa for this 
.scat. The decision of Wilfred dc Souza’s 
NCP, to contest from South Goa perhaps 
finally intlucnccd the Congress Ptirty to 
field Joaquim Alemao, the rationale being, 
only a Catholic can reduce the margin of 
votes Wilfred de Souza may run away 
with. The good doctor backed by Sharad 
Pawar had only one objective, defeat the 
Congress. While the Congress leaders in 
Goa, the high command, Sonia Gandhi 
and observers Ibf Goa were assessing the 
winnabihty of their candidate.s, the BJP 
hud chosen their candidates and started 
electioneering Chief minister l.ut/inho 
I'alciro, who, tor the the first tune in the 
history of the Congre.ss in Goa, is also the 
president of the (ioa Pradesh Congress 
Committee, has now udmitled that the BJP 
hiid a lead of two months in campaigning 
In an interview given to Nttvhitul Times 
(October 7), he says, he had predicted on 
the polling day that the Congress would 
lose both the seats adding “How can 
candidates cam|)uign successfully in just 
14 days.” ,Such deja vu was cxjierienccd 
by everyone in Goa; senior Congre.ss 
leaders were lackadaisical whilst cam- 
P'ogning in their own ussemlily con¬ 
stituencies and on the day of counting 
were hardly seen at the counting centres. 

It is no .surprise that in many of their 
coiislituencies the BJP made substantial 
gains. The CM expanded his cabinet to 
11 and gave three MLAs in charge of 
various corporations cabinet status, a 
breach of faith of the election promise 
made by him and Sonia Gandhi during 
their assembly election campaign in Goa. 
He also constituted an election campaign 
committee, with Pratapsing Rane, former 
CM and present speaker of the assembly 
as ehairman, Ravi Naik, PWD minister 
and a former CM as committee chief for 
North Goa, and Fransisco Sardinha, health 
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tninisterand former MP( 1998)', from South 
Goa as chief of the committee ror South 
Goa. All these three gentlemen have a 
common hete noire - Luizinho Faleiro. As 
president of GPCC he had made sure 
accountability was diluted and when the 
axe falls, who-se heads would be in the 
block. 

Both the Congress candidates were new 
entrants into the party, after either deserting 
their parent unit or winding it up. Whilst 
Khalap is ^well known leader, .loaquim 
was a Johnny-come lately. In North Goa, 
the decision of senior MGP leader 
Khasinath Jhalmi, to withdraw from the 
contest at the last minute also helped the 
BJP. In North Goa, the ruling Congre.ss 
failed to gain suppoit from the MGP, as 
their ba.se clearly swung in favour of the 
BJP. In South Goa, the UGDP links and 
the faith in the Catholic vote bank did not 
pay. Wilfred de Souza who polled 10,528 
votes also split the Congress supporters. 
It is also believed that Churchill Aleniao's 
(minister of tourism) angry outbursts 
against a priest at the Navelim Church and 
a mass movement by people from pre¬ 
dominantly Catholic assembly consti¬ 
tuencies in South Goa against the setting 
up of an allegedly polluting unit-Meta 
Strips swung some Catholic votes against 
the Congress. The party has suffered los.ses 
in .some predominantly Catholic consti- 


IN India today there is an acute sense of 
disappointment, with both the performance 
and the conduct of our various govern¬ 
ments, and .specially with governments at 
the local level. Edward Craven of the 
British Civil Service College reported in 
the .seventies on public attitudes to elected 
bodies in Great Britain. “People seem to 
be less and less prepared to leave decisions 
to elected representatives who have been 
chosen largely by a party caucus, who are 
unknown to the electorate, and whose 
ability to control the growing apparatus 
of government seems to be 'Jiminishing.” 
What he said about Britain could be 
repeated concerning people’s impressions 
about our own organs of local government 
today. Those impressions verge on 
contempt, cPntempt both of performance 


tuencies and their communal calculation 
have failed. 

In the euphoria following their victory 
in the assembly elections in June, the 
Congress in Goa did not as.ses.s realistically 
the inroads the BJP had already made into 
their own and the MGP’s ba.ses. The BJP 
won 10 .seats, but in five other assembly 
constituencies, they lost marginally. Their 
percentage of votes had risen from 9 per 
cent to 26 per cent; the Congress gained 
only by 2 per cent. In the present Ltik 
Sabha poll, constitueneywise analysis 
shows BJP’s lead in 32 of the 40 assembly 
constituencies: 17 out of 19 in North Goa 
and 15 out of 21 in South Goa. Poor judg¬ 
ment in the selection of candidates, infight¬ 
ing albeit covert among the ItKnl Congress 
leaders and the CM’s own style of func- 
tioni ng helped BJP to make a clean sweep. 
Kargil, the Vajpayee wave, or Sonia’s 
origins had little impact here, though the 
losers are attributing thc.se as the reasons 
for their dismal showing. No one in the 
Congress has owned moral responsibility 
for the party’s debacle; everyone is quick 
to talk about collective responsibility. 
Perhaps Sonia’s meo culpa ab.solves them 
all. Though kni ves have been drawn against 
one another, no bloodletting is expected 
con.sidcring the fragile nature of unity 
amongst Congressmen here. The Congress 
in Goa docs not need enemies. 


and of the proces.ses of governance in our 
cities, towns and villages. Do our munici¬ 
palities, panchayats and zilla parishads 
truly give us an opportunity to govern 
ourselves? Are they really instruments of 
local self-government? I attempt an answer 
to those questions chiefly in relation to 
local government in Mumbai. 

The complexities of today’s governance 
have made the ancient Athenian model of 
democratic practice - the as.scmbly of ail 
citizens - or even the New England town 
meeting, as obsolete as the myth of the 
honest Indian politician. It is quite 
impossible today for an assembly of a 
whole town to runeven a small community 
with any degree of efficiency. So we choose 
a set of representatives to do it for us, and 
we have a chance every five years or so 


to change that set. That five-yearly vote 
should give us a semblance - which has 
turned out to be less substance than shadow 
- of ownership, of power. But consider 
this first. How many of us actually vote 
in municipal elections, or for that matter 
even in elections to higher level bodies? 
Generally, every other person enrolled as 
a voter is loo lazy to go to the polling.- 
booth. Even in Britain, that home of’ 
democracy, the turnout at local body 
elections fell from about 49 per cent in 
the early fifties, to some 30 per cent in 
the late seventies, and has probably not 
picked up since then. Voters’ apathy in 
our country may have many causes, but 
one of them is undoubtedly the fact that 
when you go to vole the choice you have 
may be wide because of the proliferation 
of political parties, but nevertheless i.s 
di.smal. At the 1992 municipal elections 
in Mumbai The Times of India identified 
no les^ than 35 candidates with criminal 
records, some of them credited w.ith 
murder, extortion, cheating or forgery. And 
these were only the ones the Times reporter 
could trace. There must have been manyi 
more who h.id covered their tracks more 
skilfully. What kind of informed choice 
can you make out of a ballot paper full 
of such offerings? Won’t you be simply 
helping to swap today’s .set of thieves and 
rascals for a new .set, equally adiiicted to 
crintc? Another problem that prevents 
adequate representation is the very system 
ofreprcsentalion, where ihe candidate w'ho 
gets the largest number of votes in a 
constituency, however few they are, 
emerges as the winner, even if the vast 
majority of voters have rejected, may even 
despise, him. In a certain con.slitucncy at 
a recent election, all the candidates lost 
their deposits, but one of them, the one 
who got the most votes, had to Jt declared i 
the winner - who did he represent? At 
Mumbai’s la.st civic elections, out of 103 
successful Shiv Sena candidates, only 20 
won more than half the number of voles 
polled in their respective constituencies. 
Around the SS heartland of Shivaji 
Park, the party’s triumph hovered around 
38 per cent of the voles recorded. Clearly, 
83 out of the 103 SS winners had more 
voters against them than for them. The 
SS-BJF alliance’s new city fathers and 
mothers strutted about as though the 
city belonged to them, although two-thirds 
of the electorate would have preferred a 
more respectable parentage. Nor was the 
picture in the other parties’ successes much 
rosier. i 

Let’s move on to the years after the 
polls. Are Mumbai’s citizens left with 
even a .semblance of adequate represent- 


Local Self-Government and Citizens 

J B D'Souza 


The growing distance between citizens and the representatives they 
elect and the disenchantment oj people with local government is of 
serious concern. The many pressure groups which have arisen as a 
response to this situation can fill the gap only in a limited way. 
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ation? How few of us know our 
councillor is. Is it orty our aprt that 
prt)duces this ignorance, or are c^^tcd 
representatives too unobtnisivB their 
activities, too secretive if you ||r, for 
us to regard them as valuable a.sii:in our 
civic life? Soon after the 1992^cipal 
elections in Mumbai, the Bony^ivic 
Trust, of which I was then theeident. 
^naively submitted to each of tli«^ city 
fathers and mothers a set of s^tions 
for effectiveness in their ncpi)|rental 
role. Taking regular, well-b|iciscd 
rounds of their wards, mectinf&ens at 
fixed times weekly, discourt^ illicit 
building - these were some (^r sug¬ 
gestions. We could have sparo^^lves 
the effort: there was no effetdtetever. 
In India wc favour large cle#l>odies. 
Mumbai picks 220-odd co:^ors to 
direct and manage, or mi.vnige, its 
affairs. No commercial entdll could 
survive if it were blessed willtoard of 
directors of that size. Sizni^es for 
indecision and mi.sdirection,ii|ni is one 
reason why our cities and urfare in a 
|disgtacefui condition. In a rsiltranking 
*of Asian cities on the basis thg quality 
of citizens’ life. Mumbai rfitSl 4()th - 
out of 40! (Other Indian cii Were near 
enough to vie with Mumb:CN( that last 
rank.) Now. whatever theiwbacks of 
elevating so many of our pagans to be 
city fathers and mothers, ycl^ht expect 
that It would at least bringicens clo.ser 
to their representatives, wWOuld get a 
chance to .serve their con-JCnts better. 
If that was what you expcikyou would 
Ix' wrong. Wrong bccau.se Jlflarging the 
size of a council you hcSBialler men 
(and women) - persons cC»d of stature 
- into councillor positic Councillors 
keep themselves too bu^ mundane- 
^ pursuits like service. Thc*y® weightier, 
and more lucrative call>*’;iheir time. 

When they arc not nitfing roads - 
Mumbai’s telephone c^fcry has 17 
small-print pages devott®® list of new 
street names’ - there are tb^lar activities 
of extortion, blackmail Ivorsc to keep 
them busy. A 1994 of India 

report listed 13 Mu^ corporators 
involved in various ■•ps* including 
lobbery, dacoity, kidi^g. and even 
murder. Their numbV'ckly grew, 
despite a dilution of n*#reponderance 
in the council; under^ law women 
now numbered abo4 third of our 
representatives in th«^C- Arrests of 
Mumbai’scorporators|^tninal charges 
took place at the rateifie a week, until 
nearly lOpercentof jJity pvemment 
had a criminal recorllrl women made 
sure they were propc(presented in this 


race to jail. This arrest routine halted only 
when the city’s police commissioner was 
transferred and replaced by an officer more 
sympathetic to corporators’ taking ways. 
Who knows how many more of our 
respected city fathers and mothers should 
properly take their place in the queue for 
trial and imprisonment'.' Meanwhile, about 
a million Mumbaikars - 10 lakhs - were 
repiesented by criminals, or at least by 
people whom even a tolerant police force 
has accused of crime. I suspect those 10 
lakhs arc still so represented; police cases 
against politicians have a tendency to lose 
their way. Citizens ol other towns in the 
country are similarly served. I believe, by 
the representatives they elect. In Pune and 
Thane, Arun Bhatia and T Chandrashekhar 
got into difficulties when they tried to 
make their cities bettei places to live in. 
Even relatively upright councillors regard 
their role as an opportunity to serve 
themselves or their families. 'Fhere was a 
chairman of BEST (a municipal under¬ 
taking), who introduced a new bus route 
to take his daughter to .school. He was 
known as an otherwise honest man. As a 
perceptive observer of local government 
in the UK, Francis Stern, tjb.servcd. not 
more than lOor 15 per cent of the members 
in any UkuI authonty ically comprehend 
what is going on. so far as their city is 
concerned. You have only to watch the 
proceedings in ourtown councils to realise 
that those percentages must be even lower 
in India. In each year’s most important 
discussion in the BMC’, the budget debate, 
each corporator is by convention allotted 
a fixed time to air his views. In the year 
when I was Mumbai’s commissioner, I 
was struck by the generosity of a number 
of councillors when they cheerfully gave 
up their time to one of their colleagues; 
they regarded him as an administrative 
expert bccau.se he had been a clerk ;n the 
BMC office before he got elected. He duly 
spoke at length, with plenty of sound and 
fury but little .sense. At all timc.s, cor- 
IHirators displayed an allergy to study and 
discussion of the city’s major problems - 
water, drainage, health or housing - but 
a deep interest in large contracts and a 
readiness to indulge in orations about 
Pakistan, China, the US or even Cuba. 1 
once heard S K Patil describe the cor¬ 
poration as a branch of the UN. 

Are pRiissuRii Groups the Answer? 

Along with the average councillor’s 
obsession with opportunities for personal 
gain, he somehow develops a remoteness 
from the ordinary citizen. Which is. of 
course, a sad perversion of one of the 
major objectives of local sel f-govemment. 


namely, a shri nkage of the distance between 
the people and their local government. An 
enlightened citizenry, ready and capable 
of participating in political action and 
community decision-making, is the 
foundation of democratic self-government, 
as Donald Stone observes, in The Future 
of Cities. Recent years have seen the 
emergence of more citizen groups, at least 
in our large cities. Wc have the Bombay 
Environmental Action Group, the Save 
Bombay Committee, the Bombay Civic 
Tni.st in Mumbai, the Public Affairs Centre 
in Bangalore, Common Cause in Delhi 
and many others. Recently a new group 
came together in Mumbai to contest a 
mindless proposal to raise FSls across the 
board. Committees have been formed in 
haste to resist the transfer of municipal 
commissioners Arun Bhatia and T 
Chandrashekhar. There are even a few 
groups active in the rural areas in exposing 
the misdeeds of zilla parishads and gram 
punchayats. In Raja.sthan the MKSS 
convened meetings in many villages to 
combat corruption, with great success. At 
one place they asked <hc panchayat about 
a si/cable expenditure on fitting doors to 
public latrines. No dixirs had been fitted; 
there were, in fact, no latrines at all. The 
protest succeeded. The money spent was 
refunded to the [Kiblic exchequer. Before 
we comfort ourselves with this giowing 
trend, wc should I’cmember - first, that 
these efforts generally work to prevent 
specific misfeasance, not to promote good 
governance. To lake a simple example, 
you may find a vocal and powerful protest 
against the introduction of a one-way rule 
on a road. You will hardly cvei get a group 
to insist on police officers regularly 
registering complaints brought to police 
stations. .Seconil, these efforts mostly try 
to resist changes in the status quo; ‘they 
seldom ask for changes in the status quo’. 
Those who might benefit from a change 
practically never organise to secure the 
change. Third, most pressure groups 
concern them.sclvcs with changes in tl-.e 
physical environment, not with othei 
elements of local government, e g, finance, 
tax collection, health. Fourth, they are 
generally middle class efforts, in the pursuit 
of middle class goals, hostile at times, at 
other times indifferent, to the miseries of 
ptKirer people. 

We have looked at some of our local 
authorities, notably Mumbai, to find out 
what they offer residents of these localities 
in the way of exercising their citizenship 
roles. 1 have tried to show how inadequate 
these offerings are. I turn now, and finally, 
'o a still less attractive feature of our city 
and district governments. That feature 
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arises out of the attitudes of state 
governments to the local authorities they 
have themselves created. In both rural and 
urban areas local authorities arc regularly 
starved of revenue re.source.s, and made 
heavily dependent on subventions from 
the state. Neither municipalities nor zilla 
pari.shads can introduce new taxes without 
state governments’ blessings, and state 
governments are always far too protective 
of their own revenues to encourage any 
encroachment on their domain. 
Maharashtra has steadily refu.sed to 
countenance a municipal surcharge on the 
sales tax it gets from the city of Mumbai, 
although that would help the BMC remove 
octroi, which everyone agrees isadisaster. 
Entertainment tax, u levy generally 
available to local authorities, is regularly 
usurped by the state. Mumbai has a tiny 
municipal vehicle tux for maintenance of 
its roads; it is a negligible fraction of the 
motor vehicle tax the state collects from 
the city, and it.sclf retains. Ironically, by 
forcing local bodies to rely on state grants, 
the states have bred in the former a trend 
toward financial irresponsibility. Sharad 
Pawar once told me that the Akola 
municipality was paying out to its staff 
103 per cent of the revenue it collected, 
requiring a last minute state rescue 
operation. Another disturbing trend in 
recent decades has been the creation of 
special purpose ‘development authorities' 
within and beyond municipal limits. These 
authorities take over the water and 
sanitation systems, other public works like 
flyovers in Mumbai, or real estate 
development. They are entirely 
bureaucratic and unaccountable to the local 
people. They lessen even the small 
participatory role that citizens have in 
relation to elected municipal councils and 
'.ilia parishads. In extreme cases, 
lamentably quite frequent until the 73rd 
and 74th amendments to the Constitution, 
state govei nnicnts have been much too 
ready to supersede local bodies and to 
keep them in su,spended animation for 
years together. The Madras Municipal 
Corp^'iation was so kept in suspension for 
some 20 years. Numberless local bodies 
in UP sulTercd similar disabilities for long 
periods, under bureaucratic control. For 
the citizen all such administrative 
intrusions increase his remoteness from 
the centres of decision-making concerning 
his well-being. 

Wehave here taken note of the dwindling 
intcre.st in local elections, as measured hy 
the dwindling turnout of voters. Wc have 
noted the paradox that as a fairly general 
rule the persons we vote into office are 
really rejected by the majority of voters; 


many of these poll-winners have track 
records of which you and I would be 
ashamed-records that they continueduring 
their tenure to embellish with further 
delinquency. Still worse in this litany we 
have had to observe the growing distance 
between citizens and the representatives 
they elect, and the consequent emergence 
of pressure groups, which in some fashion 
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Doctoral Work in Social kiences 
Some Reflections 


V Subramaniam 


If doctoral theses in the social sciences are aMindication of the 
status of research in these disciplines in India^ is in poor shape. 


EVER since a PhD degree became a 
necessary passport to u university career 
in India, there has been an increasing output 
of PhD theses in the social sciences and 
a .search for examiners. Indian universities 
have started making use of Indian acade¬ 
mics abroad as external examiners and fur 
some reason or other, I seem to have been 
targeted most often over the last 15 years. 
It has fallen to my lot to examine over 40 
theses in the social sciences from seven 
universities in India. This entitles me to 
indulge in some reflections and share some 
observations about some aspects of 
doctoral work in India - in the hope that 
it may be of some benefit to others. 

First, about the origins of the doctc^al 
degiee itself. I’he term doctor was used 
from the medieval period onwards to mean 
a learned man. It was applied on the basis 
of one’s e.stablished scholarly reputation 
based on evaluation by peers. But there 
was no formtil proc;e.ss by which it was 
done, for several centuries. It took shape 
mainly in German universities in the 19th 
century in the physical and natural sciences 
first. The idea of formal laboratory research 
on specific problems was born out of the 
new German empire’s commitment to 
catch up with the Industrial Revolution in 
Britain and do better. The earlier British 
achievement was largely ba.scd on amateu r 
inventions and .serendipity without a 
foundation in scientific experiment. 
Gci.nany’s plan was to promote and use 
academic science methodically to achieve 
industrial development faster and prac¬ 
tically. The institution of .a PhD in the 
sciences was a product of this commitment. 
It was followed naturally by the en¬ 
largement and encouragement of formal 
doctoral research in the stKial sciences. 
There was no competition from France as 
French university education was going 


through a baEtch. Napoleon had reorgan- 
i.sed cducatl vin a professional Ecolc 
system, whi&trengthened the army and 
the rivil .senls but bypassed the univer¬ 
sities. In shcaierrnany set the model in 
planned rc.scA and its formal recognition 
through a woral degree during the 
decades bcftltlie first world war. 

It was natil for British graduates in 
the sciences ilo to German universities 
for further rc»ch and a doctoral degree 
till the 1920sVius Lord Haldane (later 
mini ster for w» .indemann and Sir Henry 
Tizard (btith iae Churchill w'ar cabinet) 
all Ux)k their Ltorates in Germany. It 
took considenA persuasion, particularly 
by Sir Willia Ramsay, for British 
universities to Itiliite regular university 
re.scarch progrAnes for doctoral work. 
The establishlnt of the Cavendish 
Laboratory at (ftibridgc was the signal 
of ticccptaiice Alie German concept - 
and very soon itwduced a crop of Nobel 
laureates in scieil In the social sciences, 
howcvei, it tooknch longer for doctoral 
research to be in.swted as a regular fcatut e 
of universities, /leiican universities on 
the other hand vk inspired quite early 
by the German Ample. 

Indian universAs did not encourage 
much doctoral wolin the social sciences, 
during the BritislAriod, partly because 
it was not that higA developed in Britain 
itself, though resesh in the physical and 
natural sciences lis being promoted. 
Indian scholars vA did their doctoral 
work in Britain wclattractcd very much 
by the London Schll of Economics and 
Political Science « after India’s inde¬ 
pendence, there wiAery little academic 
research on India b)|ie British for nearly 
two decades. InstetAhere was a regular 
invasion of Amerilm academics and 
graduate students -fling doctoral work 
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on Indian politics and society a result. 
It is the American approacl^jnnat and 
values that seem to have ii^nced the 
nature and format of doctoraigearch and 
supervision in Indian univ4|ies. 

This is evident in the choiof topic and 
in circumscribing it. The Anuatn pattern 
of choosing a comparatiljt specific 
limited topic or institutionrii specific 
short period has become t]e.^e norm. 
The idea of relating it to i'^r social, 
political and economic Ltf^t is not 
considered seriously. In rejdsto sources 
also, an effort is made toiflect all the 
evidence from printed)<|rces and 
documents giving them alqfoal weight 
without much di.scriminailiiabout the 
nature of the source. Thus a|^ual report 
‘advertising’ an inslituti’ji ‘achieve¬ 
ments’ gets the same attenn as a critical 
objective article. « 

Tliis overall approach is prevalent 
in America. The commoio^oral thesis 
in the .social sciences is f of references 
and cross-references - anlfbme the.ses, 
the references and noievoiild occupy 
space equal to the text’ltt American 
rc.searchcrs take the sameplOach to their 
work in India too. All thiOCs not do too 
much harm in AmericaC^eme where 
they regard doctoral re.sXS^es as bricks 
for an edifice as part il cumulative 
whole for a professor-sutSsor to col late 
and build on. Doctoral scUffs themselves 
go on to do further woOO the same or 
similar topic or start tWng. 

The specific limited tic, the laborious 
collection of source Uerial and the 
dc.scriptive approach tvflting it all out 
without evaluating the iJI* of the sources 
and with little concert lelate to wider 
issues, this Amcricani' upproach, needs 
to be consciously ctJcied as it does 
more harm than goodtbc case of India. 
It is not enough to cht^roadcr topics. 
It is far more importi#^relate the topic 
and the conclusion CBte’s research to 
the wider area of !i*ty, policy and 
economy. 

For example, thert^some theses on 
an administrative if^ion say in one 
state of India - whi#ke little note of 
its actual and potenl'^lations wiih the 
union government, field of history, 
a good thc.sis on ^^fi*®** 

Hoysala empire, in#'”*''^® t'*”*'®' 
rchy hesitates to iT#*'e obvious com¬ 
parison with the si# problem of state 
elites and monarcM lit® earlier Chola 
empire. Another Js on the admini¬ 
stration of a ‘Rajy|(n the early Vijaya- 
nagar empire, of detail about 

large agricultural # owned by temples 
- but does not sJnything significant 


on its consequences in entrenching 
state control of society and cultural re¬ 
production. 

This is not to downgrade Indian doctoral 
work in the .social .sciences, but a plea for 
reorientation particularly to thesis super¬ 
visors. not to encourage choice of con¬ 
venient limited topics and to insist on 
relating the research to the broader siK’icty 
and economy - and make some compar¬ 
isons. This is going to be particularly di I fi- 
cult with the increasing demands made by 
many young lecturers, to get their diK- 
toraies in a hurry. But the results would 
be cumulatively beneficial. Instead of 
waiting for a foreign scholtir or a local 
senior professor to use all the descriptive 
narrative to propound a more general thcsi.s. 
Indian scholars and their supervisors can 
do it themselves and thereby set a higher 
standard for dixrloral work. This is neces¬ 
sary not only to match intcrnaiional 
.standards but also to catch up with stan¬ 
dards in the physical sciences and econo¬ 
mics in India itself. Research in these areas 
is more exposed to international compar¬ 
isons and knowledge of this has helped 
to set and maintain consistently high 
standards. 

I must recognise the good quality ol 
doctoral research in some ca.scs, partly 


occasioned by the topic itself and in 
part by the commitment of the student 
and supervisor. Offhand, I can think of 
a thesis on concepts of the state in recent 
Indian political discourse - and another 
on Vivekananda’s nationalism and a third 
on early Chola temple architecture. In cases, 
where the basic task of fact collecting was 
well done with a hesitant attempt at 
conclusion. I have asked for a rewriting 
of the final chapter. In Just a few cases 
where the facts were just catalogued 
from obvious sources, 1 had to turn it down 
altogether. l)n the whole the experience 
Wits worthwhile as it kept me in touch 
with the efforts ofa young generation of 
graduate students. 

In addition to academic development, 
improvement in doctoral researches 
would also serve an important socio-poli¬ 
tical goiil. Foreign dominance produces 
long-lasting effects on the mind in regard 
to self-definition of one's group, carrying 
it to the extremes of denigration or boast¬ 
fulness. These effects wear out early in the 
more objective areas of the physical 
sciences and even economics - but lend 
to stick around longer in the other social 
sciences. Furposefully directed improve¬ 
ment will help to clean up lingering traces 
of such moulds in India’s re.scarch arena. 


The University of California, Berkeley invites applications 
for a tenured position in South Asian Studies beginning 
in the 2000-2001 academic year. Candidates in any 
social science discipline whose work is committed to 
the study of contemporary India will be considered. The 
appointment will be made to the department of the 
successful applicant’s expertise. Capacity and 
willingness to serve a term at some point in the future 
as the chair of Berkeley’s Center for South Asian Studies 
also will receive positive consideration. It is expected 
that an endowed Chair in India Studies will accompany 
the appointment. Applications with vitae, names of at 
least three references, and other relevant supporting 
materials should be sent to Ms. Gail Stern, South Asia 
Search Committee, International and Area 
Studies, 260 Stephens Hall, University of California, 
Berkeley 94720-2300 by October 31. 1999. The 
University of California is an Affirmative Action, Equal 
Opportunity Employer. 
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PAKISTAN 

A Benevolent Dictatorship? 

Akbar Zaidi 


It may well be that Pakistan was experiencing democracy at its worst 
under Nawaz Shariff. But democracy is a process that takes time to 
put down roots and not a mechanism that offers instant good 
governance. And the unconstitutional dismissal of a democratically 
elected government by the military is not the solution. 


AT the end of July this year, I was engaged 
in a long conversation with a friend from 
India who is at the School of Oriental and 
African Studies (SOAS) in London. The 
discussion, not surprisingly, was Kargil 
and the developments that had taken place 
in our two countries since February. In the 
peritxl between February and end July, a 
number of important developments had 
taken place. The most significant of these 
were, the Lahore Peace Process and De¬ 
claration, the war in Kargil, the end of 
BJP's second tenure in government and 
the forthcoming elections in India, and 
finally, Nawaz Shariffs July 4th dash to 
Washington to ask for President Clinton’s 
help in coming up with a face-saving 
solution for Pakistan so that it could with¬ 
draw from Kashmir/Kaigil somewhat 
respectfully. 

I told my Indian friend that Nawaz 
Shariff was genuinely interested in peace 
with India as he was a bu.sine.ssman and 
he reali.sed that better trade and economic 
relations would ease some of the pressure 
on Pakistan's visibly shaken economic 
condition. Trade and economic relations 
would benefit Paki.sian overall and parti¬ 
cularly the Punjab, which had land links 
with India and would allow cheap and easy 
access to Indian imports and raw materials. 
Punjab was Nawaz Shariffs main consti¬ 
tuency as much as u is the army’s. With 
Pakistan facing agrowing debt burden and 
with pressure to reduce expenditure, the 
mil itary was also reluctantly coming round 
to the need lor reduction in its share of 
the budget, with .some belt-tightening 
leading to u slowing down in military 
recruitment over the middle to long term. 
Besides, now that Pakistan had become 
a nuclear power, tlicre may have been 
some arguments which suggested the need 
for a smaller conventional army. I argued 
that not only was Nawaz Shariff interested 
in a peace initiative with India, but now 
probably so was the military, as it had 
realised that with national econotny in a 
shambles and the debt situation increa¬ 
singly unsustainable, the only way out to 
solve *hinjab’ s employment and economic 


situation, was to involve the army’s Punjabi 
constituency in trade and economic acti¬ 
vity, and better relations with India offered 
that po.ssibility. However, Kargil inter¬ 
vened. 

I have maintained since the Kargil fiasco 
became public something that I tried to 
convey to my friend from SOAS. that this 
intrusion into Indian Kashmir was orga¬ 
nised and masterminded by a section of 
the army or the Inter Services Intelligence 
(ISl), to undermine the sensible and urgent¬ 
ly required peace process initiated by the 
civilian government of Nawaz Shariff. I 
also felt that this was not something that 
Shariff would have initialed us it contra¬ 
dicts his curlier efforts of gaining a larger 
profit from trade and economic opportuni¬ 
ties which would have benefited him, his 
family, his business interests and his con¬ 
stituency. There was no logic in Shariffs 
action. I tried toconvince my Indian friend, 
that themilitury was independent of civilian 
control and wanted to sabotage the peace 
initiative, as the military was the most 
important beneficiary of any war hysteria 
over Kashmir. My friend from SOAS stiid 
in disbelief, that no one in India would 
understand how a military could be inde¬ 
pendent of civilian control in a democracy, 
even one like Pakistan’s. In September 
this year. Niaz Naik, a former federal 
secretary and emissary of Shariff went 
public and said exactly the same, that 
Kargil was instigated by the military and 
the prime minister knew nothing about it 
until it was far too lute. 

The events last week have only con¬ 
firmed the view that it is the military which 
still holds supreme power, and rules (and 
now govci.is) Paki.stan and makes all the 
important decisions, despite a period of 
democracy which hadlast^ almost exactly 
eleven years. The as yet unformed niililary 
government will be the ninth in these 
eleven years, which includes four elected 
and four caretaker governments. Such is 
the state of democracy in Pakistan, that 
none of the four elected governments - 
the two of Benazir Bhutto and two of 
Nawaz Sahriff - have completed their 


tenure. The first three were dismissed by 
the president and the last one by the 
military. The key difference in all these 
dismissals is that while the earlier three 
were dismissed by the president, he had 
the constitutional right and provision to 
do .so under the Eighth Amendment of the 
Constitution of Pakistan. This time round, 
the president no longer has the power, and 
the military has acted unconstitutionally. 

Pervez Musharraf in his .second address 
to the nation said that rather than let the 
entire body (of Paki.stan) rot and breakaway 
by following the Constitution, he decided 
to amputate a leg (the Constitution) and 
save the rest of the body. He has realised 
that he has acted unconstitutionally and 
has put the Constitution in abeyance, until 
that time when he and the military decide 
that it is time to hold elections again and 
to resume the prttcess of democnicy under 
far different conditions and rules. (Now 
where have we heard all this before?) 
Although muilial law has not us yet, been 
declared, and the so-called chief executive 
has .spoken about basic freedoms, including 
that of the press, the national and provincial 
assemblies have been suspended, though 
not as yet, dismissed. 

N umcrous elected and appointed govern¬ 
ment functionaries arc being held without 
any cases agai nst them, whi Ic many others, 
including ambassadors, have been arbi¬ 
trarily removed from their previous posts 
and assignments, without any explanation 
anjJ reason given for this action by the 
iniirtary. So much for this brand of 
accountability. 

Musharraf has announced a system of 
iidministration of government which lie 
will head as ‘chief executive’ and will 
constitute a National Security Council 
which will include the naval and air chiefs 
and four other ‘experts’ (who need not be 
civilians),athink-iank to advice the govern¬ 
ment, and a cabinet of ministers which 
will work under the guidance of the 
National Security Council. The chief 
executive’s immediate agenda includes 
the aim to rebuild national confidence and 
morale, strengthen the federation, revive 
the economy, decentral isation and devolu¬ 
tion, speedy law and justice, and of course, 
the accountability of those who have held 
power in the past. Importantly, none of the 
orders of the chief executive can be chal¬ 
lenged by any court or law in the country. 

My friend from SOAS and numerous 
other Indian friends would probably not 
understand why the military coup has been 
so unanimously well received in Pakistan. 
All political parties, including important 
members of the dismissed Muslim League, 
and all the combined opposition, have 
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welcomed Mushairafs intnon. There 
has been not a whimper of ij|osition by 
any quarters in the country. those so- 
called liberals and champia^ of demo¬ 
cracy, who fought against ogeral Zia's 
military dictatorship, are,(|w writing 
articles justifying his takcvir, arguing 
that this is the only way toi<fe Pakistan 
from certain catastrophe, use argu¬ 
ments saying that authori-& rule has 
provided very effective res'jpnd cite the 
example of east Asia. They j^at Nawaz 
Shariff would have lead t^ouniry to 
destruction within a mattefifew years; 
by gambling on the miiitaryidl are hoping 
that this will not happen.n|| if it does, 
sonic say, well it was ah)^ inevitable. 
The military is their last l,.|iiey justify. 

The liberal intelligentsia Kh harbours 
some image of ‘democrat,.4nd the elite 
whowania‘level playing l|)^.have wel¬ 
comed the military rule Musharraf 
as nothing less than a savic, Acir messiah 
on a white horse. They ha^lt that what 
we had in Pakistan was nflldemocracy, 
and have supported the nigssal of each 
and every one of the fivilifted govern¬ 
ments since 1988. Thisalinn of Paki.s- 
lan’s privileged class, iaqjfe concerned 
with ‘good govcmanct l^'ift and fair 
justice, the end of nepoti'lgdcorruption, 
and a revival of the eod^y. 

It matters not howtfRe goals are 
achieved, as long as sorU|c fuHils them. 
All these things have Sti promised by 
Pakistan's new chiefostdive, and hence 
the unflinching suppoiOT him. A bene¬ 
volent dictator, it is aifld, is lar better 
than a de.spotic, incon'li|nt and corrupt 
democratically clecteiJijIer. In all this, 
they forget that ‘good gq^ance’ requires 
participation, pluralisitqpountabihly and 
openness, none of whifcn form part ol 
undemocratic militar-tfe- no matter how 
benevolent. ^ 

Perhaps the main rA why there has 
been no protest agaiiWe imposition of 
de facto martial lawilritkistan. =; that 
many opinion-make^ elected repre¬ 
sentatives were fed uW hrud ol the way 
the country was be^tutdleu over the 
last decade underyocracy. While 
democracy may havy ted in name, this 
section of the Pakiw people felt that 
their problems weryeasing and there 
were signs of furthc|py • For this group, 
it mattered not vyould undertake 
reform or how that yi was to be under¬ 
taken, as long as it Idone. Hence, their 
enthusiastic and Blehearted accept¬ 
ance of the prejyme announced 
by Musharraf, a pfrmme probably no 
different from thy many a political 
party in Pakistawu-'iharraf is saying 
exactly what a aiipr of liberal groups 


and individuals in Pakistan have been 
saying for years. What else can they do 
but support him? 

Musharraf has declared that he believes 
in democracy, and wants to create the 
conditions which would ensure ‘genuine’ 
democracy, after which the army will return 
to the barracks. This too. pleases the liberal 
lobby which now .so enthusiastically 
supports the coup. In many ways, this 
programme seems far more similar to that 
of the coup of Ayub Khan in 19.‘i8 than 
of General Zia in 1977. Ayub was also a 
mcxlernist liberal, who wanted to bring 
about an administrative and managerial 
solution to Pakistan's problems at that 
time. General Zia, on the other hand, came 
on the back of u wave of mass civil unrest, 
with a far more conservative .social and 
political programme. Musharrarsguaran¬ 
tees to the religious minorities of Pakistan, 
have gone down particularly well with the 
liberal groups that constitute the Pakistani 
public. 

■fhe first speeches of almost all of 
Pakistan’s elected, dictatorial or caretaker 
leaders, have differed little in intent from 
that of Mushairafs this week. They all 
talk about critical junctures, accountability 
of the past, moral authority and direction, 
and the like. After about a couple of years, 
the expectations with every new govern¬ 
ment go sour and the government begins 
to lose its popularity amongst the public. 
This happened with Nawaz Shariffs 
government us well which had a mandate 
which is never likely to be repeated gain. 

What the reaction ofthe .so-called liberal 
and pro-democracy elements in Pakisian 
low'ards Mushairaf reveals is that this 
important section does not consider demo¬ 
cracy to be a process which takes time, 
often generations, but rather, a mechanism 
which puts in place instant .solutions 
irrespective of how they are to take place. 
While they talk about ‘institutions' and 
institution building, they are nut concerned 
with how these interventions take place, 
or who builds institutions in their own 
preferred manner. Most importantly, the 
process of building democratic institutions 
in a country which has had military rule 
for almost half of its 32 years, is not 
considered important enough. 

Call it opportunism or a lack of hope, 
or one last bet, but the public in Pakisian 
has overlooked .i number of important 
facts emerging in recent times. Firstly, all 
the attacks against Nawaz Shariff since his 
ouster, have labelled his government a 
one-man autocratic set-up and this seems 
to be one of the stronger charges. Yet. 
while these people welcome Musharraf as 
theirsaviour, they conveniently ignore the 
fact that military rule is always a one-man 


rule and potentially far worse than any 
form of autocratic democracy. Besides, 
democracy always has the military as a 
potential watchdog, its checks and 
balances, if things get out of hand; the 
que.stion of replacing the military does not 
arise, and one mu.st await events of extra¬ 
ordinary proportion to do so. The war of 
independence of East Pakistan with the 
secession of Bangladesh and an air crash 
clouded in mysterious circumstances, were 
the events which culminated in the end of 
-martial rule twice in the past. 

Second, our good liberal f^riends endorse 
the measures taken by Musharraf to initiate 
the process of accountability of Nawaz 
Shariff and his cronies, conveniently over¬ 
look the fact that the orders of the chief 
executive cannot be challenged by any 
court in Paki.stun. Moreover, his dismissal 
ofthe government itself and the abeyance 
of the Constitution are both illegal. Who 
will hold the tumy accountable? 

Thirdly, all the ground that had been 
taken by the liberal lobby after the Pakistan 
army’s fiasco in Kargil, in terms of discus¬ 
sing the role of the military in Pakistan’s 
economy, has certainly been lost. After 
Kargil, many of us questioned the amount 
budgeted to the. military each year, and 
there was a possibility that the voices of 
democracy rmiy have put some pressure 
on the military to reveal its accounts. 
Clearly, that opportunity has been lost for 
good. Linked to this, was the possibility 
of peace in .South Asia, with the BJP and 
Nawaz governments talking peace and 
moving towards economic and trade 
relations to start with. This too, has been 
pul aside tor the moment 

All the liberals who are banking on the 
military arc the same ones w'ho backed the 
World Bunk’s Mocen Quraishi when he 
was a caretaker prime minister for three 
months in 199.^. This time, they are openly 
stating that they want the military to stay 
for some time, two years at least, so that 
it can cleanse the democratic stables of 
their undemocratic components. They are 
relieved that the chief of the army staff 
does not wear a beard and speak the 
language of General Zia or the Taliban. 
But this preci.sely is the problem. By 
supporting this intrusion by the military 
in Pakistan’s politics, next time round they 
may get the worst end of the stick. It is 
this liberal and supposedly pro-democratic 
clement which has probably done Pakistan 
Its biggest disservice. Had they been an 
active and effective lobby in the first place, 
things would not have come to the stage 
where they have. Pakistan’s greatest 
tragedy is not that the military has taken 
over, but that we allowed democracy to 
degenerate to the level it did. 
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PERSPECTIVES 


State and Market 

Altering the Boundaries and Emerging 
New Balances 

Y V Reddy 

The concept of the mixed economy that we adopted was the right one. 
What is called for is a dynamic and bi-directional movement between 
the state and the market. The reform process in India has been able 
to capture the basic elements of this complex reality and there is, at 
least at the conceptual level, a pragmatic framework. There are 
emerging new balances and a dynamism has to be located in these 
new balances. Analysts need to understand these emerging new 
balances to appreciate the stability and pace of reform. 


THE altering of the boundaries between 
state and market encompasses, what is 
variously described as realigning 
government, structural reforms towards 
liberalisation or deregulation, and changing 
mix of the mixed economy. To cnable^an 
appreciation of thischanging mix between 
state and market in India, a combination 
of descriptive and analytical approaches 
is adopted in this essay, with a focus on 
what may be described as relevant 
functions, processes and balances. The 
presentation is arranged in five sections. 
The first section describes how the mix 
of the mixed economy was in the process 
of changing in India from the com¬ 
mencement of planning in the fifties up 
to the cunent reform period. The second 
section describes, by applying a functional 
approach to the role of the state, how the 
^boundaries between state and market in 
the mixed economy are currently being 
altered in the reform period. The third 
.section narrates the process of altering 
such boundaries, illustratively at the federal 
(central) government level and at the 
provincial (state) level. Refonns in the 
external and financial sectors arc not 
discussed here. The fourth section explores 
the new balances that are emerging in our 
country as a result of such altering of 
boundaries between state and market. 
Analysts are advised, in the light of thc.se 
developments, to focus their attention on 
the emerging new balances in order to 
appreciate the reform process and its 
outlook. The final section brielly mentions 
the response of the Reserve Bank of India 
(RBI) to some of the emerging new 
balances. It needs to be clarified at the 
outset that the word state is used here 
broadly to reflect the government sector 


in totality, i e, the central, provincial and 
local governments, encompassing 
Icgislati VC, cxecutiveandjudicial branches. 
For convenience, the word central is used 
for the constitutional expression 'union 
government’ and similarly provincial for 
'state government’. Further, the term, 
public sector is used broadly to signify the 
aggregate of government and public 
enterprise sector, and public enterprise 
signifies non-financial publicly-owned 
corporate entities - whether under a 
.separate statute or a government company 
under the Companies Act. Where publicly- 
owned public enterprises of financial sector 
are included in the broad public sector, 
this fact is specially mentioned. 

Changing Mix of Mixed Economy 

There was a virtual consensus, at the 
ti me of independence, on three basic tenets 
for free India, viz, demtKracy, federalism 
and a strong role for government in 
economic development or what came to 
evolve into the concept of mixed economy. 
Mixed economy generally meant active 
and direct participation of the government 
in economic life, combined with govern¬ 
ment’s direction of market forces, to 
subserve the goal of development and 
social justice. The mixed economy 
approach held sway over mainstream 
economic thought and political debate 
(barring the right-wing .Swatantra Party, 
active for a while under the leadership of 
Rajaji) for four decades. During thi j period, 
the mix between state and market was 
characterised by two features. First, the 
role of the state expanded, i e, the mix was 
moving unidirectionally, and there was 
seldom a retreat. Second, the pace of 
expansion of the state was not uniform and 


in fact there were many occasions of 
uncertainty and doubt on the role of state, 
but seldom was decisive action taken 
towards a retreat of the state vis-a-vis the 
market, till the balance of payments crisis 
of 1991. These features are best illustrated 
by some periodisation, though any attempt 
at periodisation has some subjectivity. 

1951-61 represents the ascendancy of 
state, with an overwhelming consensus in 
favour of an active role for state, and such 
a role was sanctified by the Directive 
Principles of State Policy, and opera¬ 
tionalised through a prtK'ess of planned 
development. The control apparatus of the 
government imposed during the second 
world war provided a readymade frame¬ 
work fur legal and institutional instruments 
for state intervention. The international 
consensus was broadly supportive of 
India’s approach, to the extent that this 
approach combined democracy and liberal 
values. The constitutional provisions, legal 
framework, and interpretations of the 
judiciary were supportive of such a 
domineering role for state, mainly as a 
result of the Directive Principles of state 
Policy in the Constitution. 

However, in the mid-sixties, following 
war and droughts combined with industrial 
recession, a ’plan-holiday’ had to be de¬ 
clared. Uncertaintici.inparticular, political 
compulsions, led to the nationalisation of 
major banks, providing the government 
relatively easy accc.ss tohouschold savings 
in order to finance its activities. Soon the 
first oil shock affected international 
sentiment on capital flows to developing 
countries and some aid-weariness also 
set in. Overall, therefore, the period 1967 
to 1977, could be treated as a period of 
uncertainty and mixed signals, but 
expansion of the state did occur in spurts, 
particularly in a plethora of legislative 
aetion. 

By 1977 it was clear that the Plan 
strategies were not paying rich dividends 
and a period of introspection started in 
1977, lasting till 1984. A number of high- 
level official committees were appointed 
to examine physical controls, monetary 
policy, trade policy, public enterprises, 
etc. Each one of them recognised the need 
for a review of the mix between the state 
and market and recommended a definitive 
tilt towards marketisation of the mix. 
However, no tangible policy action was 
forthcoming, perhaps due to inadequate 
political consensus. 

The next phase, from 1984 onwards, 
came to be descri bed as the New Economic 
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Policy and was essentially a^ttempt to 
break the stalemate in statei||tion and 
introduce market orientatio IThe new 
policy aimed at higher growt Jbut given 
the unwillingness to impose t.ifccessary 
fiscal discipline, significant:^lcration 
of growth and growth-led |^rts was 
achieved at considerable c^^ namely, 
relatively unsustainable le\s^of fiscal 
deficit, current account deficit^ external 
debt, especially short-term In fact, 
inadequate productivity fij^. the use 
ot resources, while first nf second 
tnuiche of Extended Fund ^ity from 
the IM F were drawn, also res in strains 
of repayment to IMF dui|f the late 
eighties. Since higher ‘OiWth was 
attempted without breakinge^talcmatc 
in state action’, there wast^e ground 
for a crisis. ^ 

In brief, there was a chaii^ mix, but 
it tended to be unidircctioniM^h varying 
pace but generally in favodf the stale, 
and often in spurts, thou ^uring the 
latter period with seriou.scX^ibts. 

The year 1^)90-91 sawi^JGulf war, 
which triggered a balaniof payments 
crisis. The .seriousnessf-'^he crisis, 
especially the dramatic fOf sale and 
repurchase of govemmen gold through 
the state Rank of Indiattg pledge of 
RHr.> gold, did evoke a iu*diil consensus 
on slab! I isi ng the econonijl^undertaki ng 
appropriate reform. Thit|lis provided 
justification for a serioistfort to break 
the stalemate in state actii Mother words, 
the unidirectional naturtfwanging mix 
between stale and marki^^ 1950 was, 
virtually for the first m reversed in 
1990-91. However, it w^il merely the 
crisis, but the prcvailin»nomic .scene 
on tire eve of refornyich enabled 
initiation of reform. T Jpaturcs of the 
scene may be summa® as follows; 

First, there was an Mlcctual recog¬ 
nition of .system''! prows, particularly 
in the areas of fiscal ntifeement, public 
enterprises and ovm competitive 
strength of industry. # 

Second, while thenW respectable, if 
not impressive, grow® over 5 per cent 
in the eighties, comflSl to the 'Hindu 
rate of growth’ of 3 per cent pre¬ 
viously, it was clear ^ policy-m.akers 
that such growth waBanced by unsus¬ 
tainable fi.scalas welwade deficits, and 
growth lacked instiiwal underpinning 
to take the cconom«a higher growth 
path or ensure sowjusticc. 

Third, while the pies were originally 
aimed at protecting force, incentive 
mechanisms got disid and institutional 
rigidities crept in, r#mg in the ‘tyranny 
of 10 per cent’ - |per cent being the 


share of organised labour (both in public 
and private sectors), select industrial 
hou.ses and a rentier class encouraged by 
the political system. What was described 
as a soft state, tended over a period to be 
so soft to the ■ 10 per cent’ that to promote 
the interests of this 10 per cent, the state 
ended up being a hard state on 90 percent 
of the labour force. This large work force 
started becoming rc.siive, being tired of 
promises of elimination of poverty not 
bucked by delivery and therefore, this large 
segment had to be pacified with what have 
been described as ‘populist .schemes'. It 
was no longer easy for the policy-makers 
to be both soft on the organised work force 
and provide succour lo the large un¬ 
organised sector. 

Fourth, the educated constitute the most 
articulate section in our country, us in 
many other developing .societies. In the 
fifties and sixties, and to .some extent in 
the .seventies, the Row of a significant 
portion of educated was absorbed through 
employment in the growing government 
sector, the public enterprises and, to a very 
limited extent, the private corporate 
sector. With a larger output of educated 
youth and a dccciciairon in the growth 
of employment in organised sector, there 
was a growing pool of educated, self- 
employed or unemployed, outside the 
‘10 per cent’. Politically, it was possible 
to counter, however feebly, the aggres¬ 
sive stance of the ‘10 per cent’ since a 
significantly large purl, almost the whole 
of the educated class coming out of high 
.schools and universities, was left out of 
employment in the organised sector and 
were thus outside ol the ‘10 percent’. 

Fifth, it was clear that the delivery of 
government services had become costly 
and was generally iwrceivcd to be very 
indifferent and inefficient - be it schools, 
hospitals, or public utilities like water 
supply and sanitation. The legal and in.sii- 
lutional .set-up gave rights to the stake¬ 
holders in the public sector even if these 
rights were to the detriment of the citizen. 
The stakeholders were not only employees, 
hut also contractors or suppliers, or retail 
agents, etc. In fact, many felt that these 
stakeholders pre-empted financial 
resources sometimes at the cost of the 
original puqxise of employing them. So 
there were schools with teachers and no 
buildings or teaching materials and 
hospitals with no medicines, electricity or 
water. Incidentally, the salaries of the 
public sector had assumed implicit pro¬ 
ductivity increases, viz, annual increments 
in addition to inflation indexation and any 
shortfall in assumed productivity increases 
worsened the situation. The managers in 


the public sector, including the financial 
sector, often complained about the 
inflexibility introduced through inherited 
rights and work practices resulting in 
erosion of scope forproductivity increases 
to match salary increases. 

Sixth, there was an emerging parallel 
economy not only in money, called black 
money, but in most public services (with 
private schools, private hospitals and 
bottled drinking water rather than tap 
water liecoming the preferred options). 
Further, there was rc.sentmcnt about deli¬ 
very of services in public systems even 
among the ‘10 jicr cent’, when somebody 
else was supposed to-deliver the service. 

.Seventh, given the fi.scal situation, the 
public enterprises which saw fiscal support 
drying up started clamouring for market 
access, autonomy and even some 
privatisation. 

Eighth, the private .sector, including the 
eorptirate .sector, reali.sed that the capacity 
of government to support them was getting 
eroded due to fiscal compulsions, while 
regulatory and other demands fromgovcm- 
ment continued to be percci ved as a burden 
on them. In the absence of fiscal support 
from government, they found it worthwhile 
to seek deregulation and liberalisation, 
arguing against what has been described 
as over-regulation and under-governance. 

Ninth, there was a widespread reali¬ 
sation that the basic assumption of effi¬ 
ciency and effectiveness of state vis-a-vis 
market appear to be less valid than before, 
mainly due to technological progress and 
institutional characteristics of the public 
sector. The success of alternative models 
in other countries, in achieving both higher 
growth and scxiial justice was impressive 
and sustained, and was too apparent to be 
ignored by the the public opinion in India. 

Finally, it was widely believed that 
reform was on the, cards even by the late 
eighties. However, the Gulf war, which 
triggered the crisis, enabled projection of 
external factors as the main cause of the 
crisis. Thus, economic compulsions for 
reforms were clear for ai lca.st a decade 
before reforms commenced, but the 
issue was mobilising political .support 
and evolving a consensus on the details 
of reforms in a democratic-federal set up - 
a problem for which a favourable en¬ 
vironment emerged with the Gulf crisis. 

FuNCTIONAI. Ai'PKOACII 10 Al.TKRINCi THE 
Bolindakies 

In the functional approach to the role 
of the state it was argued that altering the 
boundaries between state and market could 
be analysed in terms of different roles of 
state. State's role in economic activity can 
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be broadly classified into that of producer- 
state, i e, producer of commercial goods 
and services; regulatory-state, involving 
setting and enforcing of rules that govern, 
encourage or discourage economic 
activities of market participants; facilitator- 
state, involving provision of public goods 
.such as police, judiciary, street-lighting; 
and welfare state, ensuring provision of 
a wide variety of merit goods such as 
education and health. In the functional 
approach, the process of altering the 
boundaries between state and market, are 
backed with reference to each of the four 
functions mentioned. 

Retreat as Producer State 

The process of retreat of state as a 
producer of goods and .services involves 
exercise of several options in a variety of 
areas. As a producer of commercial g(XKl.s 
and services, the major option exercised 
by the government was to permit entry of 
private sector in activities that were 
reserved for public ownership. This option 
does not necessarily involve retreat of 
state in absolute terms though in relative 
terms it amounts to a retreat. Currently, 
except for sectors such as defence, entry 
for private sector is permitted, and in many, 
in fact, encouraged. The.sc include oil ex¬ 
ploration, power production, telecom 
.services, etc. The change was operation¬ 
alised through a series of statements on 
Industrial Policy. Second, exit of public 
enterprises m terms of closure is technically 
pemtitted under tlie aegis of Sick Industrial 
Companies Act, which was amended to 
bring public enterprises within its 
juri.sdiction. Third, exit of workers in public 
enterprises was also enabled and 
encouraged through adoption of voluntary 
retirement schemes and creation of 
National Reconstruction Fund. Fourth, 
some pubi ic enterprises were corporatised 
(that is converted into companies under 
the Companies Act) and in many public 
enterprises, private equity-holders brought 
in. The public enterprise sector which was 
invariably 1 OOpercent government-owned 
earlier, curlier became one in which there 
were some cnterpri.scs with diversified 
ownership, although in many cases, 
majority ownership continues with 
government. Fifth, significant autonomy 
in functioning of public enterprises has 
been announced and some attempts have 
also been made in this direction. Sixth, in 
a few cases, government took up financial 
restructuring of enterprises to en.ible the.se 
enterprises to compete with private 
enterprises and meet the threat of imports 
under a liberalised trade regime. Seventh, 
comoared to the past, a hard budget 


constraint has been imposed on public 
enterpriiies. Eighth, preferential treatment 
to public enterprises through exclusivity 
or price preference in purchases or sales 
within the public sector has been formally 
dispensed with. Ninth, privatisation 
involving transfer of majority ownership 
to private sector and change of control has 
been conspicuous by its absence. 

It is possible to argue that the entry of 
the private sector has been insignificant 
in .some sectors, possi bly due to incomplete 
process of regulatory refonn; that, in reality 
extension of juri.sdiction of BIFR to public 
enterprises has not yet served any purpose; 
that the impact of VRS or labour-flexibility 
has been very marginal; that diversified 
ownership was merely a process of 
revenue-generation for government, often 
by shuffling of portfolio in public sector 
either through ‘cross-holding’ among 
public enterprises or dircctcd-holding by 
the government-owned all India financial 
institutions; that revenue generation in a 
few cases was obtained by assuring the 
investors of a monopoly-status for a number 
of years thus undermining competition; 
that autonomy was not really exercisable 
in practice; that financial restructuring was 
done at enormous cost to government and 
only to dress up an enterprise to avoid 
reference to BIFR or pri vatisation; that the 
Disinvestment Commi.ssion had been 
ignored; and that institutional rigidities 
still remain in actual reform of the state 
as producer of commercial goods and 
services. In particular, it is argued that 
unbundling of so-called natural mono¬ 
polies has not been given attention while 
diversifying ownership. Notwithstanding 
the above criticisms, a workable frame¬ 
work for reform has been initiated and 
undoubtedly further progress requires a 
significant thrust. 

Regulatory State 

While there were attempts to reduce 
the role of the state as a 'producer', 
correspondingly there has been de¬ 
regulation in some and expansion of the 
state in other as a regulator. Dismantling 
of industrial licensing and liberalisation 
of trade arc best examples of retreat of a 
rcgulatoi ■; state. But. in many other areas, 
there has been expansion. For example, 
in telecommunications, in the area of ports 
and electricity, national-level regulatory 
authorities under appropriate' statutes 
have been established. Similar initiatives 
are being considered in some other sectors 
also. The regulatory authorities are ex¬ 
pected to exerci.se independence from 
the ministries or a public or private enter¬ 
prise concerned and provide a frame¬ 


work for entry and operating conditions, 
especially tariff, in a way that would 
provide assurances and protection to 
investors and consumers, whose inter¬ 
ests often conflict in a monopoly-like 
situation. 

Though at a macro level there has been 
deregulation, it is often argued that there 
are still a plethora of regulatory clearances 
that are required, thus undermining the 
full impact of deregulation. The process 
of expanding the regulatory role is 
sometimes described as incomplete, if not 
inadequate, on the ground that the 
constitution of regulatory authorities is 
not necessarily apolitical or designed to 
counter political cycles; that they are being 
undermined by the ministries concerned 
cither on account of narrow interests of 
public enterprises or to serve what the 
ministry perceives to be the larger public 
interest; and that the regulatory authorities 
are inadequately pmvided for, in regard 
to physical, financial or human resources, 
to perform their task efficiently and* 
effectively. However, it is undeniable that 
a basic framework for a more transparent, 
accountable and expanded role of the state 
as a regulator ha.s been put in place in many 
crucial .sectors, though fiKused attentiem 
to the strengthening of these authorities 
may be necc-ssary. More important, there 
may be many other areas, in particular, an 
overall competition policy, cu.stomer- 
protectiun (especially compensating 
^stomers for negligence of producers of 
goods or services in public or private 
.sector), setting minimum acceptable levels 
of standards in services sector, restrictive 
practices adopted by trade unions affecting 
consumer interests, etc, that need to he 
pursued further. 

Facilitator State 

In the state's role as a facilitator, the 
major thrust is to redefine what constitutes 
a true public good and then find the means 
by which such a public g(H>d is funded and 
provided for in an adequate and equitable 
measure. It is also possible to unbundle 
an existing public good into its true public 
good and commercial components. It is 
ensuring provision of a public good that 
is relevant and not necessarily whether 
state does it on its own or through use of 
the private sector. 

The evidence available on review of 
scope and coverage of public goods by the 
central govemmentis rather limited except 
perhaps in the context of roads and bridges 
where toll charges have been introduced. 
A detailed framework for review of what 
are public goods, how to assess adequacy, 
how to ensure provision and means of 
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adequate financing need to l^dressed 
by the state as markets canmiiespond to 
these questions. Forexampletirre can be 
a policy decision to treat a delivery 
jf a go^ as a public good asiAnct from 
another way. Further, waten^ply in a 
street tap may be a 'public,qbd’ while 
water supply in a tap at ho^ is a pure 
commercial good. It iim^. also be 
recognised that a signifiu^ part of 
provision of public goodf|ils in the 
jurisdiction of provincial gorlbients and 
not the central govemment.'tf|rall, there 
is a significant scope and a n^or review 
of the states’ role as facitttbr. 

Welfare Provider 

While in some developecoiintries, the 
major source of fisc, ilrcss and 
consequently the major ano^efomi has 
been revamping or cuttindewn on the 
role of the state as a welfaisQite, in India 
there is a large consensuan expanding 
rather than contracting roof the state in 
the provision of welfare III con.sen.sus 
covers entitlements su “Is primary 
education and medical c^ion us also 
old age pensions. In fact.eConstitution 
mentions compulsory piuiiry education 
as a Directive Principlcf State Policy, 
though the actual pcrforitlle of the state 
has admittedly been inatpate. A study 
of the process of provitg welfare, say. 
though primary schools lyprovidc some 
insights into the currenitehing of state 
and market. The approa so far has been 
for government to builind run most of 
the .schools, often in a rttfalised fashion 
from the provincial heacUtters, prescrilie 
syllabus, print. subsitC and distribute 
textbooks on a goveiBcnt monopoly 
basis; recognise andftun fund, to a 
substantive degree, sUf private sector 
institutions also. In siifr'cascs, mid day 
meals are provided (riiildren in ele¬ 
mentary schools, whijja few cases cash 
in respect of femaistfadents is being 
provided. Reform pi!¥»s in this regard 
has not been unifonWong the provin¬ 
ces though recent i||atives relate to 
provision of adcqli buildings and 
teaching material, ir#sing the number 
of teachers in the giAment sector and 
a few provincial gov^ents encouraging 
local initiatives ii^P^ing or running 
schools. ^ 

There has been^idely expressed 
discomfort at the wP^ely low level of 
expenditures on e#tion. However, it 
has also been poir fout, most recently 
by C Rangaraja ^hat the level of 
government expe: on education in 

India is comparal I Sri Lanka or China 
and hence the in^liuacy is not in the 


level of public expenditure on education. 
It has also been recognised in various 
empirical studies that in some states two- 
thirds of primary school teachers in 
government .schools do not attend the 
school and in many provinces textbooks 
are made available in mid-year only. There 
is a marked preference for private schools 
among most parents and a few studies 
show that literacy is increasing in India 
on a demand-driven basis rather than 
utilisation of supply created in the 
government .sector. While it is possible to 
argue that those who cun afford should be 
persuaded to pay school fees, often 
government schotils are not preferred by 
those whocan pay. Similarly, whileefforts 
are made to regulate the fee structure in 
private schools, they are often circum¬ 
vented. The relative roles of govemincnl, 
the local panchuyat and private initia¬ 
tive in regard to setting standards of 
physical environment, iicadcmic require- 
mettts, funding, provision, etc, arc yet 
to be addressed. In brief, the role of 
state relative to the private sector con¬ 
tinues to be inadequate and ill-denned 
in most parts of India, in regard to spread 
and quality of education, especially at 
the primary level. .Similar logic can be 
applied to health or medical facilities or 
sanitation. 

The major constraint for adequate 
provision of services is the de facto 
countrywide phenomenon of priority in 
entitlements of instruments of welfare 
provision (employees, contractors, etc) 
over the purpose (schools, dispen.surie.s) 
or entitlements of the people to whom 
welfare is sought to be provided. Some 
provinces arc attempting to overcome this 
through effective decentralisation of 
initiatives and management. 

Notwithstanding the above, there arc 
.some provinces which have prbgressed 
significantly while new initiatives arc being 
attempted in some other provinces. An all- 
India framework, such as in ‘operation 
black-board', for a review of the relative 
roles of public, private, local, and non¬ 
governmental organisations, in terms of 
different combinations of funding and 
provisioning is yet to emerge. Similarly, 
regulatory framework in these areas, 
especially medical and health services, is 
being developed in select provinces since 
private fundingand provision isexpanding 
rapidly. Itnprovcments in what has been 
termed as inefficient provision by public 
sector and a regulatory framework to 
govern unbridled private sector in addition 
to evolving appropriate mix of funding 
and provision by public and private sources 
appear to be the reform agenda for the 


future in the realm of state as welfare 
provider. 

Provincial Level Reforms 

Significant attention has been paid in 
both academic circles and in public debate 
to the challenges posed in reforms at the 
provincial level. These include fiscal, 
power, irrigation, roads and road-traffic, 
education, health and water supply. 
Different provinces have adopted a variety 
of approaches. 

On the fiscal front, apan from revenue 
raising, cost recovery for services and 
traditional expenditure-containment, 
measures include statutory limit on 
guarantees, limits on public employment 
and establishment of Sinking Fund. It is 
necessary to recognise the fact that initia¬ 
tives on fi.scal front, both .statutory and 
non-statutory arc far more impressive in 
some provinces than the centre. In fact, 
substantial part of recent fiscal stress is 
perhaps justifiably attributed by provinces 
to the recent liberal pay hike by the centre. 
Though legally the provinces arc not bound 
by the centre’s d^'cision, during the 
seventies and eighties .stKio-political com¬ 
pulsions and centralising tendencies in 
public systems made the ccntre’sdccisions. 
de facto binding on the provinces. It is 
necessary to rdcognise that in spite of 
impressive initiatives in some provinces, 
the fiscal stress at the provincial level is 
acute. 

In the area of power, measures relate to 
private sector entry in power generation; 
reorganisation tif power monoliths into 
separate corporates for generation, 
transmi.ssion and distribution; privatisation 
ol' assets; and statutory steps for establish¬ 
ment of regulatory/tariff authorities. There 
arc still many provinces which sub¬ 
sidise power heavily and overall the power 
sector i.s still far away from total cost 
rccovci-y. Yet, in terms of organisational 
restructuring and legi.slati ve actions, some 
provinces have progressed significantly 
and well ahead of the central govemmenl 
in respect of similar activities (say. power 
supply or pas.sengcr transport by road in 
urban areas). 

In the area of irrigation, stress has been 
on decentralisation of water management 
especially participative approaches and 
upward revision of water rates. Different 
provinces have adopted varying systems, 
but overall, however reasonable, cost 
recovery is yet to be seriously attempted. 
While progress in regard to cost recovery 
is tardy in most cases, the progress in 
institutional improvements for decentral¬ 
ised and user involved management has 
been impressive in a few provinces. Similar 
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approach towards decentralisation is yet 
to be demonstrated in the central govern¬ 
ment. 

In regard to education, bringing primary 
education under panchayat system and 
local involvement in setting up and part¬ 
funding of such schools have been some 
of the initiatives in a few provinces. There 
is no evidence of any such initiatives, as 
yet, in respect of a large number of 
secondary schools under the aegis of central 
government. 

In respect of health facilities, a few pro¬ 
vinces have been contemplating legislation 
to regulate private health care facilities. 

As regards public enterprises at pro¬ 
vincial level, there have been almost 
universal attempts to review the portfolio 
and identify non-viable enterprises. While 
attempts to privati.se have been made, there 
have been only a few successful cases. The 
public enterprises at the provincial level, 
other than in power, road, transport and 
industrial financing, arc relatively of 
smaller magnitude in most provinces. 
However, many provinces have attempted 
a systematic evaluation of public enter¬ 
prises and the hard budget constraint has 
been quite severe in almost all provinces. 
The variety of options by several provinces 
in dealing with state-level public enter¬ 
prises is impressive. 

Features of Reform Process 

The major features of reform process of 
nineties in India, can thus be summarised 
as follows: 

First, the expectations from reforms in 
India are nut in terms of across-the-board 
retreat of state in favour of market, but 
in terms of enhancing the state’s capacity 
to permit efficiency gains and expand 
availability of public and merit goods. 

Second, while state is retreating in some 
arcus, such us pure commercial goods or 
.services, it is botli retreating and expanding 
in other areas such as regulation and is 
expected to expand further in public and 
merit goods. 

Third, a variety of options have been 
initiated by the central goveniment to 
redefine the role of state vis-a-vis market 
and the framework is comprehensive, 
though significant ground is yet to be 
covered. In general, the direction of reform 
is retreat as a producer state and retreat 
combined with expansion as a regulatory 
state. 

Fourth, at the provincial level, while 
there is some marginal retreat as a producer 
state, substantive expansion and redefining 
of the rule of state as a facilitator and 
welfare-provider appears to be in order. 
A variety of options have been exercised 


by different provinces, though significant 
progress is required if fiscal su.stainability 
is to be combined with an expanded role 
for the state at the provincial level. 
.Fifth, the differences in the pace and 
direction of reforms in different provinces 
are perhaps explicable by the political 
management of the process, technical 
capability to design measures, institutional 
underpinning to implement them and 
nature of support from central government. 

Sixth, there is evidence to show that, 
even in areas where the state has to expand, 
mainly at the provincial level and as a 
welfare provider, decentralisation of 
initiatives and management away from the 
provincial head-quarters down to local 
levels .seems to be a preferred option. This 
would imply that the state may reorient 
and expand by changing the degree of 
centralisation. 

New Balances 

The descriptive account of thee volution 
of the mix between state and market in 
India, with special reference to process of 
recent reforms, reveals many interesting 
aspects, especially of the nature of changing 
mix relevant to us, as also the variety of 
options exercised. It also reveals the 
significant progress yet to be made, though 
a preliminary framework is available. 
However, to as.sess the dynamics of the 
changing mix, it would be useful to truck 
what may be termed as new balances that 
are emerging as both causes and con¬ 
sequences of a changing mix between 
state and market. The changing balance 
between state and market does not happen 
in isolation, but is related to other balances 
al.so. An attempt is made here to track 
these new balances in a somewhat ex¬ 
ploratory fashion or even as conjectures. 
These balances are vertically between 
centre and provinces; horizontally between 
provinces; within governments, both 
central and provincial; between public and 
private sectors; funding and provision in 
delivery of services; old and new industrial 
houses; poor and non-ptxir, organised 
employment and .self-employment; and 
finally rural and urban. 

Venice ': Centre and Provinces 

As the reform progresses, it appears that 
tne relative balance between centre and 
provinces tends to tilt in favour of provinces 
for a number of reasons. 

First, the most important areas of the 
central government’s responsibilities are 
in international trade, financial sector, 
telecommunications, aviation, and 
especially banking and corporate law/ 
practices. In most of these areas, factors 


such as mailateral agreements (say, 
WTO), gloilisation and recommended 
best practicwif the world tend to circum¬ 
scribe, over! period, the discretionary 
power availiilc in normal times to the 
central govelmcnt. Second, the capacity 
of the centnlo reach tax levels as well 
as tax regiml very different from inter¬ 
national praJees (customs, excise, cor¬ 
porate or iname tax) also tend to get 
constrained (ler a period, since the free 
and rapid floJof commodities, skills and 
finances amoil the countries would require 
. us to be not m much out of alignment. 

Third, majlr thrust-areas needing 
expansion ol 4atc are in physical infra¬ 
structure such* road, waterworks, power 
and .social infimtructurc, such as, schmls 
and hospitail Whether it is direct 
intervention oliiidircct intervention, the 
regime thatgoilrns funding and provision 
in these areas ilto be determined by pro¬ 
vincial governifciits. Thus, relative to the 
centre, the proinces arc currently in thp 
expansionary nmdules of the state in the 
state-market mii Provincial governments 
currently have iiore freedom to access 
resources for finlncing economic growth 
from the markcilboth from domestic and 
in some ways glibal sources. Hence, the 
proportion of neill ficial flows from centre 
to provinces as aaoportion of total capital 
flows to provinit.s tend to get reduced. 

Fourth, provinces could also seek advice 
on growth strateiies not only from the 
,»Flanning CommiVion as in the past, bul 
also institutions Ike Institute of Public 
Finance and Politlor Asian Developmcni 
Bank or the Woi^ Bank. 

Horizontal Inter-Provincial Imbalance 

The balance, Specially, economic 
balance among the |»)vinces isalsolikely tc 
be affected tothccxi^nt thcoverali govern 
ments’ role in allocition of resources lilti 
in favour of markei.4 Thus, provinces wil 
be competing more intensely than before 
in the market place ipr resources in future 
and may find it somewhat difficult to place 
a significant responsibility on the centre 
for their relative pciormance. 

Second, withgrowll incommunications 
especially on economic and financia 
issues, people will lend to benchmari 
economic performante of states. Tlieri 
may be a slow beginning but the momen 
turn could pick up. as evidenced by varyinj 
capacities (both in leims of amounts am 
interest rates) to raise financial resource 
for provincial level public enterprises, oi 
the basis of their guarantees. 

Third, there are a variety of options fo 
managing change which are adopted b; 
different provinces. For example, a singl 
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Eleculcity Board for eaclaiate was an 
earlier model, while nowach province 
IS looking for its own modelfeombination 
of institutional arrangernttf as well as 
transition path. There are p«y of oppor¬ 
tunities to learn from etp. other's ex¬ 
periences and make modi:^ions. Thus, 
inter-provincial interactit tends to be 
more intensive, by themsvqB or through 
institutional consultantsvAo may be 
interacting with several ovinccs. 

Fourth, there is, in th decentralised 
scenario, a potential foii^preasing the 
divergence in level .juf income 
among provinces or cveiii^a-province. 
To this extent, there may: {Assure from 
less developed province mHhe centre to 
play a more active ro ^l countering 
markets' possible negiccf less developed 
provinces. 

Fifth, there could be enpetition among 
provinces to bcnchmark,;ilbrm and excel 
but the new balance w Wave to ensure 
healthy competition. 

Within Governments 

The balance betwcenllnistrics repre¬ 
senting the combinton of political 
executive and govemrnt bureaucracies 
vis-a-vis exercise of otwrship functions 
as well as regulatory nctions may also 
change somewhat adrse to ministries. 
The process of priva^ation, diversified 
ownership and auliomy of public 
enterprises may erot the di.scretionary 
element of the miniscs. Once separate 
regulatory bodies ontatutory basis are 
established and stngtitencd, they are 
meant to be semi-aut'Otnous. Often their 
membership need coincide with 
political cycles and tHWay impart greater 
stability to regulato regime. Increasing 
role of semi-autonopUf regulatory bodies 
tilts the balance aw fi^m the ministries 
and in favour of Icj/Gdatility in policies. 

Further, expericnialthe provincial level 
in some areas has sitwi that the preferred 
route toenlarging tlrtlc of and efficiency 
in the functionin^rf" state is decentral¬ 
isation in govemMK- For example, in 
primary schools oft^ter management, the 
approach in sometd''inces seems to be 
through decentralt^itor localised water 
u.ser.s.' committee* village panchayats. 
This may also ^Ive emerging new 
balances betweeniiistricsor departments 
at provincial heati^ers and local bodies, 
in favour of thdPer- 

Public and Pri Enterprises 

The relati ip among public 
enterprises and een public and private 
enterprises co* be subject to new 
balances in se\? ways. 
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Firstly, a large public enterprise sector 
may continue but it will have to reckon 
with growing competition from private 
sector. 

Second, regulatory agencies may insist 
on level playing field between public and 
private sector. 

Third, the public enterprises faced with 
hard budget constraint, threat of private 
sector entry and accountability to private 
shareholders where they exist may have 
to carve out new patterns of relationships 
with the government and within the 
organisation. 

Fourth, strategic co operation and cross¬ 
holdings between public and private 
sectors are inevitable, lints replacing 
watertight compartnientalisation between 
the public and private sectors. In fact, this 
process may necessitate the termination 
of the concept of government companies 
under the Companies Act. 

Finally, managerial and other highly 
skilled people, who were concentrated 
significantly in public enterprises may find 
alternative and attractive avenues in private 
sector; and consequently theirclout w-ithin 
public enterprises may tend to improve. 
The emerging flexible market for talent 
could indeed alter balances between and 
within entcrpri.ses. 

Ftmdiufi and Provision of Services 

There can be several permutations and 
combinations of public funding, private 
funding, mandatory cro.ss-subsicli.sation in 
private funding, private provision, public 
provision and mandatory provisions by 
private to meet public inlcrest, etc. A recent 
example of private funding and private 
provision with .some elements of public¬ 
funding and regulation has been evolved 
by the Supreme Court of India in respect 
of private engineering colleges in 
Karnataka. The scheme covered fees 
chargeable, mix between merit vis-a-vis 
discretionary scats in admission, local vis- 
a-vis non-resident Indian quotas, etc, and 
mandatory loaning by public sector banks 
at concessional interest rates. While the 
decision of the highest court provided a 
framework in a specific category, there are 
large areas, drinking water supply, 
education and healthcare, where public- 
private mix is cnteiing new balances in 
regard to ownership, funding provision, 
official recognition and governmental 
regulation. The traditional watertight 
division between government or public 
and private .sector each combining within 
itself funding and provision may get blurred 
and larger .scope realised for intermingling 
of the two. Further, such intermingling 
may involve non-governmental organis¬ 


ation as well as local initiatives. These are 
perhaps in nascent stage but evolutions of 
new balances between public and private 
.sectors is clearly in the horizon. 

Old and New Industrial Houses 

The traditional core indu.stries in the 
tradeable sector, especially sectors which 
enjoyed high levels of protection in the 
past, arc currently under pressure of 
competition and they tend to be 
apprehensive of rapid reform. They are 
often balanced by the newly-emerging 
internationally competitive industrialists, 
in areas such as drugs, pharmaceuticals, 
software, chemical industries, etc. As the 
latter improve in strength and importance, 
the balance will tend to tilt in favour of 
more rapid reform. There is evidence of 
u tilting balance even now. Even within 
the traditional industrial houses, one can 
sec changing balances in the composition 
of activities, boards and management. 

Poor and Non-Poor 

A major issue of concern in the context 
of reform is whethorthe poor will be worse 
off than before in absolute terms due to 
the reform and whether the balance 
between poor and non-poor, in relative 
terms, will worsen as a result of reform. 
In the pre-reform period, there were pro¬ 
grammes in the name of tlic poor but their 
teach and benefits were often questioned. 
Given the italcmate in state action that has 
been explained, the poor may nut be worse 
off than before and may even be able to 
articulate their needs better in the absence 
of bureaucratically: determined services, 
though commercialisation of services may 
tend to give a .sense of relati vc deprivation 
to poor. Perhaps this is an emerging area 
of new balances, with a significant social 
dimension that needs to be analy.scd and 
feedback utilised m policy actions. 

Organised Employment and 
Self-Employment 

In the fifties, sixties and on to the 
seventies, the major .segment of engineers, 
doctors or other skilled professionals 
coming out of colleges found jobs in 
government or public enterprise or 
publicly-owned financial .sector. However, 
since the eighties a progressively larger 
percentage of the skilled and the articulate 
tend to be in self-employed category as 
against employees category. The growing 
services sector also adds to this trend, 
indeed, leasing of goods and services, 
contracting out or outsourcing instead of 
in-house provision are considered to be 
more suited to changing times. In demo¬ 
cratic systems, these changing balances 
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between job-orientation and work- 
orientation tend to exercise a strong influ¬ 
ence on the policies relating toemployment 
in the organised corporate sector. 

Rural-Urban 

Contrary to the generally held fear that 
reforms would lead to markets holding 
sway and thus metropolitan or large centres 
would thrive to the disadvantage of rural 
areas, there is evidence that rural prosperity 
has been improving signiHcantly in the 
recent years. The rural-urban continuum 
would perhaps assert itself, but in any ca.se 
rural-urban as well as agro-industry 
linkages are set to get strengthened 
especially when the services .sector is 
growing rapidly. Briefly stated, there may 
be new balances replacing the traditional 
rural-urban divide or dichotomy. 

Role of RBI 

Before concluding, it is u.scful to place 
on record how RBI is responding to the 
emerging new balances. This will be 
illustrated by RBI’s recognition of the fact 
that finances at the provincial level are 
critical to the realignment of the role of 
the state and market. 

First, the RBI has started a clo.se and 
moreinteasive interaction with the finance 


secretaries of provincial governments on 
a regular basis, and on a wide range of 
relevant subjects. 

Second, a committee of provincial 
finance secretaries has, with the active 
involvement of the RBI, recommended 
limits on government guarantees. Some 
provinces, such as Karnataka, have already 
legislated on this subject. 

Third, the .system of ways and means 
advances to governments has recently been 
revised by the RBI in consultation with 
the provinces to introduce better incentives 
with regard to financial and cash 
management. 

Fourth, with support from the RBI a 
committee of finance .secretaries of pro¬ 
vincial governments is presently working 
on the issue of improvements in trans¬ 
parency of the budgetary system. 

Fifth, provinces have been encouraged 
by the RBI recently to access the market 
for a part of their market borrowings. 
These include Andhra Pradesh, Uttar 
Pradesh and Punjab which have raised 
funds directly from the market 

Sixth, in view of this development, the 
issue of monitoring of the financial health 
and other relevant parameters of the 
provincial governments by the market 
assumes greater significance. Acommittee 


of the financelecretaries of provinces is 
currently actil in an advisory capacity 
to oversee thl indicators of financial 
parameters beig developed by RBI. 

Finally, the BI is actively advising the 
provincial go^ments in areas such as 
cash managen^t and funds management. 

Conclusion 

To concludil the concept of mixed 
economy that le adopted was the right 
one. What is cilcd for is a dynamic and 
bi-directional n^ement between state and 
market. lndeed.|rowth in technology has 
recently led tolrastic redefining of the 
relative roles «1 state and market and 
such a rcdefinitiln need not be a unidirec¬ 
tional retreat ora4acros!!-the-board expan¬ 
sion. The rcfornilrocess in India has been 
able to capture il basic elements of this 
complex reality ^d there is, at least at a 
conceptual level.l pragmatic framework. 
More importanthjthcre are emerging new 
balances and a dytainism has to be located 
in these new balmces. Analysts need to 
have an appropriuti understanding of these 
emerging new ballnccs to appreciate the 
stability and pactiof economic reform. 

(Thi.s essay is based |i) the author’s aililrcss at 
the tndian Institute oftconomics. Hyderabad, on 
August 16, mw.| 1 
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Globali^ion of Steel Industry 

A S Firoz 

The Global Restructurinof the Steel Industry: Innovations, Institutions and 
Industrial Change by Aihony P D'Costa; Routledge, London and New York, 
1999; pp XX + 228, pric(not mentioned. 


THE world had seen unabadappetite for 
steelinthepost-warperiod liheoil crisis 
of the early seventies. In s|mnse, steel 
production worldwide combed to grow 
rapidly in a rather assured mkettill around 
1974 when the first real n^ion gave a 
jolt to the basic foundationf fiie industry 
the world over and more so tlK developed 
world. The questions oovercapacity, 
technology, ownership -.11 came to 
raised as the industry rdised that the 
conditions of continue, and secular 
growth in the industry arnot to be taken 
for granted. 

After the oil crisis, u] and downs in 
the fortunes of the steel idilstry became 
common and again nre so in the 
developed world. Althtgh the industry 
in the rest of the world h;noi been totally 
isolated from the vagars of the market, 
the early entrants (thcondn the developed 
nations) faced more ( them. It is not 
merely thecyclical turbence in the indus¬ 
try since tlle .seven tics o; is talking about. 
Over the decades, inclung to .some extent 
the fiftiesand the sixliesll-round develop¬ 
ments in the industrworldwide have 
altered the competitiviXtsilioning of the 
nations producing thicritical industrial 
intermediate to such ; extent that today 
the industry's map 'Oks significantly 
different with globatelocation of the 
industry along with .aisive changes in 
technology and trad 

The developments! industry in the 
last four decades htJ been more signi¬ 
ficant. These four dades have not only 
seen global steel oput increasing sub¬ 
stantially, but also c rising share of the 
developing countriiffl steel production. 
The decades havedinessed a massive 
relocation and restnWring of the industry. 
There are new playsemerging every day 
making survival olWse early generation 
producers, lor c^ple. in the US, 
increasingly difficti US steel com¬ 
panies were challtgkd by tho.se in Japan 
and western Euroi^-Thcn came the new 
steel-active courllte ~ Korea, Brazil, 
Mexico, India, e*'*’China on the other 
hand continued unperturbed by 
externalities. Tl.Se'velopment of the 
industry has beerl^idespread that today 
the number of ciWries producing basic 
steel has gone r inany times. In these 


changed ci rcumstances. the erst while steel 
majors have lost, partially or fully, their 
position of eminence us steel-makers, di.s- 
placcd mo.stly by new companies of varying 
size from a large number of countries. 

Why the early entrants like the US lost 
their hold and why Korcas and Bra7.ils are 
more deeply rooted and growing players 
in the world of steel and what arc the 
primary factors that reshaped the global 
competitive scenario in the last four 
decades remain matters of dispute among 
researchers. There arc many angles from 
which to look at the tluctuating fortunes 
of the industry in vurious nations. The 
.specifics apart, much of the development 
of the industry was guided by a 
simultaneous and interactive development 
of market and technology. While the market 
and technological innovations and 
developments cannot be put in watertight 
compartments, many feel that these factors 
also have identities of their own and each 
on its own forms the guiding force in the 
process of development of any industry 
or economy. 

One of the most important points 
Anthony D’ Costa has made in the book 
under review is that technological changes 
in the steel industry over the years have 
had a profound impact on the nature of 
competition which in turn and also 
simultaneously defined the contours of 
global restructuring and relrxiation of the 
industry. He argues that in the rapidly 
changing technological parameters of the 
industry, there were laggards like the US 
that could not adjust to fast changing 
coilditions to be outpaced by the more 
dynamic and younger steel producers like 
Japan and Korea. 

What is reorganisation and restructuring 
of an industry ? Anthony D’ Costa provides 
various abstract concepts. According to 
hiiii, global restructuring ‘‘refers to the 
process by which steel-making capacity is 
being spatially reorganised across nations". 
That is the process of spatial relocation 
of the industry - reflecting uneven growth 
across regions and countries. Simple. Then 
he goes to say ‘‘restructuring also refers 
to the various ways by which a national 
economy adjusts to the capitalist im¬ 
peratives of competition, profitability, 
market control and national development”. 


More specifically he .says, ‘‘restructuring 
is viewed us a complex process by which 
the steel industry is evolving as a result 
of technological developments, corporate 
strategy and government policies”. 
D'Costa then says “with innovations and 
diffusion of technology at the core of 
capiiali.st industrialisation, restructuring 
of the steel industry globally can be 
conceptualised in terms of different 
technological trajectories”. From abstract 
to more concrete forms, there seems to be 
a lot of unncce.s.sary confusion in regards 
to what is meant by restructuring. In fact, 
given the basic thrust of the book, and at 
the end of it, one wonders whether there 
was any need for developing such a 
complex analytical structure to make a 
very simple point (.stated above). 

In this book, the author has taken three 
basic aspects of the industry for discussion: 
technology change, relocation and change 
in ownership and entrepreneurship. Of 
this, he attaches primary importance to the 
first for the global restructuring of the 
indu.stry and then attempts to debunk the 
‘the logic of the market'. The global 
restructuring, means global relocation of 
production, capacity and investment and 
technology change incorporated in various 
of processes of production, scales of 
operation and integration. The changes in 
any or all of'.he.se aspects are visible more 
frpm the tactual details. Therefore, the 
point tha! the author makes at the end of 
the .study requires to be weighed more 
concretely with facts and figures. One 
does not need any great deal of analytical 
rigour for that. 

If the US built upa massive steel industry, 
Japan and Korea came up later to destroy 
its comfort with newer and technologically 
superior plants that could produce steel 
cheaper and even better in quality. As a 
result, steel production moved out of the 
traditional areas like US and Europe to 
Asia and Latin America: Korea, Japan, 
India, Brazil, etc. more specifically. 
D'Costa argues that the US industry was 
slow in introducing and absorbing new 
lechnologies as it could still carry on with 
some degree of comfort with its relatively 
outdated plants. It invested just enough to 
keep the old units running. The consequent 
technology gap that it ended up with was 
too much for it to remain competitive in 
the global market. | 

D’Costa traces correctly thic US steel 
industry's lukewarm response to new 
technologies and he is right when he says 
that as a result of this the US steel industiy 
fell far behind Japan and Europe in techno¬ 
logy . Coming specifically to a comparison 
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with the developments in Japan, there were 
three major areas where the new Japanese 
industry scored over its American 
counterpart. It built large blast furnaces to 
derive better economies of scale. It 
introduced state of the art larger size basic 
oxygen furnaces (BOF) to replace the older 
generation inefficient open hearth furnaces. 
Then it strolled ahead in introducing 
continuous casting technology in J apanese 
plants. In 1973 (data were not immediately 
available for earlier period and hence the 
choice of the year) the average production 
of pig iron per year per blast furnace in 
Japan stood at 1,S40 thousand tonnes, 
while the corresponding figures for the US 
and Germany were 589 and 479 thousand 
tonnes respectively. In the same benchmark 
year, 20.7 per cent of the steel produced 
in Japan was put through continuous 
casting - the corresponding figures for the 
US and European Union were only 6.8 and 
9.4 per cent. These had put the Japanese 
ahead of the rest in terms of material and 
labour costs in production. D’ Costa in 
fact revives in his book a debate precisely 
on this subject that had taken place in the 
sixties. His efforts to bring in the aspects 
of technological change and its impact on 
the global restnicturing of the steel industry, 
especially in the light of the subsequent 
developments in the eighties and nineties, 
are interesting and make his book absorbing 
reading. Although he admits towards the 
end that market forces also had a major 
role to play in all that happened and that 
it was more a matter of relative importance 
of the technology-related factors that he 
wants to bring to the front, there is no 
doubt that his position finally taken runs 
the risk of overemphasis on a relatively 
narrow lane. 

Over the years, steel, like many other 
indu.stries, has seen significant strides in 
technology. These developments were in 
the basic as well as in the secondary (pro¬ 
cessing) areas. As a result, the world has 
sben a gradual decline of integrated steel¬ 
making (from iron ore using blast furnaces, 
sinter plants, coke oven batteries and then 
using the iron thus produced to make steel 
in a BOF or OHF and subsequently rolling 
the steel thus produced into various shapes) 
giving way to electric steel-making in a 
furnace using various mixtures of scrap 
of steel, direct reduced iron or even pig 
iron. In fact, the electric arc furnaces (EAF) 
meant basically to re-melt scrap of steel 
have graduated to a different plane with 
the emergendfe of direct reduced iron(DRI, 
also known in different forms as sponge 
iron or HBI). Today, there are integrated 
operations of DRl production from iron 
ore and then the same being used for steel 
production in an EAF. In the proce.ss of 
rolling also, there has been path-breaking 


technological progress. The technology of 
thin slab-cq^ting, for example, has had a 
profound impact on the steel industry. 
With the innumerabiechanges taking place 
in the steel industy, die relative competitive 
position in steel production all over the 
world has shifted significantly. This has 
once again changed the competitive 
balance of the global industry. 

D’ Costa has put together the experiences 
of the industry in the sixties and seventies. 
His study covers well the historical 
development of the industry in each 
important region in that time-frame. But 
the eighties turned out to be different and 
the nineties more so. The laggards of the 
sixties, the US, for example, took the lead 
in adoption of new technology. The first 
thin slab casting plant came up in the US. 
The first iron carbide plant was set up, 
though in Trinidad and Tobago but by an 
American company, Nucor. The more 
competitive electric furnace units (known 
also as mini mills) spread faster in the US 
than in other countries. The dinosaurs of 
the US steel indu.stry became extinct and 
the new breed of cost efficient and modem 
plants now are the backbone of the industry. 
Against this, the behemoths that enjoyed 
economies of scale in Japan are in deep 
trouble despite the fact that every 
conceivable effort went into modernisation 
of the large blast fumace-ba.sed plants. 
Many could not stand up to competition 
and folded up. The Japanese industry, 
following the global trend, is now gradually 
shifting to electric steel-making. (This is 
not to say that the older integrated plants 
are being clo.sexi, although their share in 
total production is falling.) 

D’Costa says that the US should have 
gone for larger blast furnaces. The Japanese 
did. The problem is that a huge 7-8 million 
tonne plant having 4,000 cubic meter plus 
blast furnaces may be more efficient than 
a few smaller ones put together to get the 
same output. This is when the market is 
assured. The problem is that when com¬ 
petition is high and the full capacity cannot 
be utilised, a large plant becomes a liability. 
The unit costs of production go up. As 
against this, a smaller plant is more flexible 
and fares better in bad times. Therefore, the 
point of comparison is important. In the 
sixties an,: seventies and in fact even in 
the eighties there were more number of 
years when the steel industry globally had 
fared well and saw steel demand going up 
in a more or less secular trend. In the nine¬ 
ties it has been the reverse. Global steel 
demand has grown but not steadily. There 
are more bad years now than good ones. 
Therefore, the large plants enjoying econo¬ 
mies of scale which did reasonably well 
in the sixties and seventies are in trouble 
since the eighties and especially now. 


But the mak problem still is not the 
choice of smaler or bigger blast fumace- 
led technolog; route. The main techno¬ 
logical issue is whether to havea traditional 
integrated plait or go for elecuic arc 
furnace-based ilants with or without DRI 
facilities. The | question today revolves 
around the technology to produce the 
required metaliics and then the kind of 
rolling mill neec »l.TheIargeblastfuinace- 
based giants hi ve been killed not by the 
smaller Integra ed plants but by smaller 
mini mills. The [ oblem in the steel industry 
is that one cam ot bring in and take out 
plants and mac linery at will to accom¬ 
modate new tec inologies. Steel industry 
is highly capital- ntensi ve. If a blast furnace 
is to run for a couple of years only, then 
forget about putung your money on it. No 
investment pronsal can actually show 
any kind of profitability if the life of the 
plant and machinery is reduced to such 
levels. An int^rated plant’s life is 
mdhsured in dec^es. Therefore, once the 
basic facilities ari set up, the only option 
that is generally left for the owners is to 
incorporate process changes. 

Getting back tofthc question whether il 
was necessary for the US industry in the 
fifties, sixties and seventies logo for large- 
scale modemisatiqn, the issue is net thal 
the US steel industry was reluctant tc 
incorporate the latest technologies oi 
lethargic to adqpt to global changes in the 
technology revolution. The point is whcthei 
it was economically sensible to go foi 
htige investments'; in industries witf 
facilities yet to .see obsolescence. The US 
industry in the sixties or seventies 
continued to have a remarkable superiorit) 
in operational performance measured ir 
termsoflabour productivity, raw material! 
consumption and energy use over mos 
others, except perhaps for Japan. The US 
industry did also invest in upgrading 
facilities. Modem technological processe: 
were retrofitted wherever possible am 
found economically viable. But the fac 
remained that even if the ultramoden 
Japanese plants did have the advantage: 
of lower raw material consumption am 
better labour productivity, they faced verj 
high financial costs (interest and deprecia 
tion) in producing steel. Therefore, i 
continued to make sente for many of thi 
US mills to operate the older depreciate! 
plants. 

There were two factors that retarded thi 
development of the steel industry in th< 
US. One, there was a belief that steel afte 
all was a sunset industry and that America! 
capital should go to moreprofitable sunrisi 
and potentially stronger industries Iik( 
petto-chemicals, pharmaceuticals, com 
puters, telecommunications and elect 
ronics. The steel industiy by the sixtie 
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had started showing decIininf||ofitability 
and by the middle of the seahties faced 
massive shocks. The billion: of dollars 
the US steel industry perhafitquired for 
a thorough technology up^adation was 
certainly not there. The fallir plofitability 
of the industry left only a lite tn the form 
of the company’s own moryfor invest¬ 
ment. The dwindling prcadcts of the 
industry would have madtit extremely 
difficult to tap public fun<. Therefore, 
in the absence of support fro (fS financial 
institutions and shareholde' confidence, 
the American steel compaim could not 
undertake large-scale nfvestments 
incremental gains from viidi could be 
only marginal. Althougl there was a 
natural tendency to increasct^acity every 
time there was a steel oQm, mainly 
elsewhere in the world, te US industry 
refrained from such impul ve actions and 
as a result capacity groth was taking 
place in the Europe, Jafn and various 
developing countries. 

The growth of the steel idbstry outside 
the US was determined y four factors. 
One, technology flow .iproved signi¬ 
ficantly and as a result t: tetest innova¬ 
tions were available to arinterested party 
anywhere in the worldtrf course at a 
price). Two, labour cos In developing 
countries and Japan vre significantly 
lower than i n the US. Th efore, combined 
with the latest in tedtOlogy, it was 
possible for many coitiies to produce 
steel competitively notnly for the home 
market but also for exptts. Three, mneh 
improved shipping ndfr it possible to 
move raw materials fan one country to 
another at affordable tstt. Therefore, the 
countries not benefitcl^ their own raw 
materials like iron o and coking coal 
could still think of pducing steel. This 
was the case with Japi and Korea. Four, 
of course, the thinkinjitmany developing 
countries, rich in ravi*terials, that they 
should add value tchair raw materials 
by producing steel dned ground. Steel 
industry thus saw s growth in India, 
Brazil, etc. 

The US steel induty, in spite of having 
some of the best opctibnal achievements, 
could not compete*^th the Europeans, 
the Japanese orthe oteans because these 
counuies had-a Jiiendous advantage 
due to their relatis^ weak currencies. 
Their exports nee4 theii currencies to 
be weak to remain3(npetiti ve. They also 
required govemniA subsidies in many 
forms (includinfrtw cost capital for 
construction of pWh)- All these benefits 
were abundantly/iiishle and that made 
it nearly impossl^ for the US industry 
to stand up to th<>> Throughout the late 
seventies and eaf cigitties, the US steel 
industry had to fi^th host of anti-dumping 


and subsidy cases in their homeland. The 
question of the US industry expanding for 
the world market was literally written off. 

Once growth prospects were found 
limited, the US industry could not think 
of expansion lines to exploit larger 
economies of scale by adopting features 
like large blast furnace operations as did 
the Japanese. In fact, so unwilling was the 
US steel industry to modernise itself in 
the late seventies (when it really needed 
to) that instead of setting up brand new 
plants to replace the aging ones, the 
industry either closed many plants and 
allowed foreign capital (largely Japanese) 
to restructure others. The restructured 
plants, known later as 'reconstituted mills', 
did perform better than their earlier plants 
but were definitely not a patch on the best 
then globally available. 

Despite extensive differences in opinion 
among experts on the question of 
appropriate technology for the US steel 
industry, a view that was strong was that 
a piecemeal approach to modernisation of 
the old steel plants was no good and that 
the best results could be achieved from 
those technological innovations only in 
a greenfield plant. Experience since then 
confirms this. Therefore, the assertion of 
D'Costa that it was technology that put 
the US industry behind is not entirely 
acceptable. In fact, historically, the US 
steel industry has never been averse to 
innovation and new technologies. The 
situation in the fifties and sixties was such 
that any move to abandon the working 
plants and replace them by new untested 
and untried technologies would have been 
an enormously costly affair and also 
economically risky considering the growth 
of cheaper steel production in Europe and 
Asia. In the eighties and nineties, as noted 
by D’Costa, the US industry took the lead 
in expanding electric arc furnace-based 
smaller ‘mini-mills’ for more profitable 
operation and investment. All those 
integrated piams that survived in the US 
concentrate more on product development 
and quality and so remained in business 
despite .stiff challenge from the low cost 
producers, taking advantage of huge 
innovations in process technology and 
especially in the areas of rolling. 

The US steel industry suffered more 
from the country’s trade policy than 
anything else. The US, taking the lead in 
globalisation, faced a surge of cheaper 
imports, while countries like Japan and all 
those in the developing countries continued 
with their protectionist policies. Imported 
steel that accounted for less than 2'per cent 
of toul consumption of steel in the US 
increased to over 20 per cent in the 
seventies. Today the figure is even higher. 
This did not happen in Japan or for that 


matter in any country in the world that-had 
so much of steel capacity of its own. 

In the entire analysis of the process of 
restructuring of the steel industry in the 
US, D’Co.sta sees technological change 
in the industry coming from existing 
players by way of replacement of obsolete 
facilities. In fact, that seems to be a very 
skewed perception. Technological change 
in an indu.stry takes place through new 
investments by new players. Very often 
this replaces not only the older plants but 
also business entities. A new generation 
of entrepreneurs takes over from the older 
one. In India, for example, although the 
traditional players, SAIL and TISCO, did 
u lot to modernise themselves, the real 
new technologies are being brought in by 
greenfield investment projects by new 
players like Essar Steel, Ispat Industries 
and Jindal Vijaynagar Steel, etc. It is 
Nucor that took lead in the US. The 
problem that was before the steel industry 
in the US in the fifties and sixties is pre¬ 
cisely there for SAIL today in India. Can 
we expect SAIL, and for that matter even 
TISCO, to go all out getting themselves 
equipped with the latest in the world just 
because the new technologies are better 
and they can reduce their operational cost 
and improve quality? Ultimately, steel is 
produced to sell at a profit. Investment 
has a cost. That has to be taken into account. 
In fact the approach TISCO has adopted 
in its bid to remain globally competitive 
is admirable. It may not have all the bests 
in modem technology, only some of them, 
just enough to keep itself cost competitive. 

It is difficult to draw a line between 
developments in the industry taking place 
due to technological innovations and tho.se 
due to pure economic factors. After all, 
technological innovations are not divorced 
from ma.-ket needs. From laboratories to 
large industrial plants, technology passes 
through rigorous tests of financial viability. 
Steel industry has of late seen a surge of 
laboratory level or larger research findings 
that promise to change the technology of 
steel production once again. But only a 
few of them have passed the test. Despite 
efforts by steel companies globally with 
millions of dollars sunk in these ventures, 
the acceptability of new technologies has 
remained low. Nobody can be accused of 
being averse to new technologies. The 
hard reality is again that if commercial 
viability is not established, these ideas will 
remain only of academic importance. At 
the same time, millions of dollars are being 
spent regularly on research and develop¬ 
ment so that production costs can ^ 
lowered through reduction in consumption 
of material resources and use of labour. 
Here again, nobody is doing research 
merely for academic interest. 
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D’ Costa inake$ another important point, 
when he says, “For most developing 
countries acquiring modem technologies 
has been difficult either because their 
markets could not support them or because 
the suppliers from the advanced capitalist 
countries have shied away from such 
markets. As we have seen, the cumulative 
outcome of uneven diffusion of technology 
is varying competitive strength and 
consequently the global reorganisation of 
steel-making capacity." Does it include 
experiences in Korea, Brazil or India? 
Certainly not. Koreas and Brazils had 
access to the best of technology available 
and the same was well supported by the 
global market. 

While the author tries to develop a strong 
analytical and empirical basis to debunk 


COMPILED volumes on daiits have been 
proliferating in the last decade or so as 
political dynamics, electoral politics, non¬ 
governmental initiatives and, to some 
extent, social mobilisation have begun to 
focus on this constituency. Unfortunately, 
the .same period has seen few full length 
studies, with years of toil and reflection 
behind them, on this .social segment. The 
‘quickies’ in the market-place do nut have 
the responsibility of pre.senting a coherent 
and wholesome version of the subject 
matter they promise and substitute an 
assemblage of fragments in its place. The 
urge to instant limelight often masquerades 
itself as collective scholarship. 

Compared to such rubble, Dalits in 
Modem India, Vision and Values, has 
much to recommend for it. There are several 
combative and exceptionally insightful 
papers in this volume. They are brought 
together in honour of Stephen Fuchs, one 
of the pioneering scholars on dal it studies 
with such masterpieces as ‘Children of 
Hari‘ to his credit. S M Michael, the editor, 
offers a long introduction familiarising 
the lay reader on the long drawn and com¬ 
plex debate on caste and untouchability. 
Still the work lucks a normative focus 
whichitclaimsthroughitssubtitle. ‘Vision 
and Values’. 

While there could be some justification 
for the way the papers are organised in this 
volume, one could read these essays, 
probably more profitably, through a 
frameiyork other than suggested by the 
editor. First, there are a series of papers 
W.hich are contesting mainstream expluna- 
tioi.s in their respective spheres. Secondly, 


the logic of the market, one is left 
wondering whether he has taken a complete 
view of things. In his entire analysis of 
the problems of global restructuring of the 
steel industry, the role of national 
governments, their trade policies and 
financial support and the resultant excess 
capacity all over the world in the subsequent 
period have been grossly underplayed. 
Although modern technology was 
important in determining the competitive 
position of the industry and its relocation, 
the same was only derived from the host 
of compulsive national economic factors 
shaping investment flow into the industry 
in various countries. The laggards like the 
US were actually victims of globalisation 
of the indu.stry rather than of any short¬ 
sighted business decision. 


there are those papers which enrich our 
grasp of social reality by focusing on those 
facets which have hitherto eluded us or 
which social dynamics has thrown up for 
reckoning. This is in spite of the widely 
accepted position that the borderline 
between contestation and de novo 
explanation is very thin. Thirdly, there are 
the narratives which want to situate the 
dalit project within a larger perspective. 

Copal Guru, John C B Webster, Mahesh 
Gavaskar, S Selvam and to some extent 
Gail Omvedt, find mainstream explana¬ 
tions wanting and implicitly or explicitly 
suggest their re-ordering or reformulation. 
New social developments and impact of 
policy measures on social relations are 
considered by K P Singh, Aijun Patel, 
Shyamlal,Tarudc Pillai-Vetschera, Robert 
Deliege, B L Mungekar, S P Punalekar and 
Richard Pais. Srirama and S M Michael 
attempt to place the dalit concerns in the 
perspective of history and agency. 

Gopai Guru in a very perceptive essay 
looks at the thesis of relative deprivation 
that has dominated Indian sociological 
discourse, both to understand and pre¬ 
scribe fir the dalit constituency. Without 
wholly rejecting the thesis, he argues that 
it was inadequate to grapple with the dalit 
predicament although it made sense of the 
reservation policy and the upward mobility 
of a section of daiits. However, in the 
existing conjuncture, relative deprivation 
as an intellectual construct to make sense 
of the dalit situation has become obsolete 
as daiits are left with no option but to be 
an oppositional element. Even if one were 
to concede to this argument. Guru, docs 


not engage Ith the hiatus that existe 
between die Ijective conditions that he 
enumerates al the perceptions of the vast 
majority of d^. John C B Webster draws 
our attentiorlo the complicity of the 
national movAent, colonial ideology and 
mainstream hlorical discourse. He feels 
that this discJsc has confined the daiits 
toacommunaiamework rather than make 
the issue of th« emancipation the central 
national questL. Mahesh Gavaskar feels 
that the sociattructure of India needs to 
be taken into Icount rather than merely 
parroting fashtoable trends of construc¬ 
tivism that doinate contempoary social 
science discouie today. “If it were not, 
there would his been no need for Jotiba 
Phule to throwfcen the well in his court¬ 
yard to the shudls and atishudras in 1869" 
(p 83). FurtherPhule's project of trans¬ 
forming civil stiety rather than merely 
pursuing politia power re-articulatcs the 
nationalist ageiu differently. S Selvam 
contends agaitf ‘sanskritisation’ and 
‘structuralism’ mocies of explaining the 
social dynamic.^l India as epitomised by 
the works of N Srinivas and Louis 
Dumont respect ly. He finds hegemony 
more appropriate! > understand the socio¬ 
political process in India. Selvam, how¬ 
ever, does not ignise that hegemony 
may be long on planation and short on 
radical practice envisaged as the im¬ 
perative need of i; conjuncture by Guru. 
Gail Omvedt look owards Ambedkar for 
a message to get aged with the global- 
- ising drive confn ing us. She finds that 
Ambedkar’s cconoi c thought went through 
three stages - libei and anti-imperialist, 
socialist, and fini y, equalitarian and 
communitarian-si .esting implicitly that 
the last strand is, pr lably, more appropri¬ 
ate in a globalising orld. Omvedt, how¬ 
ever, does not intc [gate this strand ade¬ 
quately although it .mains a fashionable 
normative persuasi in the west today. 

K P Singh finds merican racism, in 
many ways, akin to u puchability in India, 
although there have ;cn not many takers 
to such simple equatii s in the past. Arjun 
Patel traces the pn :s of Hinduisation 
of the tribals of south ujarat and the en¬ 
trenchment of various' indutprganisations 
in the region which lbs resulted in the 
displacement of crucialElemcnts in adivasi 
way of life with clemmts of Hindu way 
of life. Shaymial, in an interesting essay 
entitled, ‘Asprasyeektran-dalitisation’, 
traces the multi-prongei process by which 
the upper castes came jo be degraded to 
be untouchables across i^e. It sounds like 
sanskritisation in reverse and thereby 
subject to all the criticiW such a stand 
exposes itself to. Tarudefillai-Vetschera, 
from her field study ollAhmednagar in 
Maharashtra, finds that d^lit women have 
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been more the victims ofl^elopment 
than its beneficiaries. Furtb^, she feels 
the need to interrogate the diH patriarchy 
within dalit articulation adicalls upon 
dalit women to initiate thif own dalit 
movement. Robert Deli^e gives an 
account of spirit possessin in Valgira 
Manickam village andcontetstheexisting 
explanations about them.Hb asks the 
question whether spirit poieSsion could 
be seen as an attempt by ilits “to break 
away from existing socil structure” 
(p 369), although he him}|f had earlier 
suggested that this is aphenomenon 
that does not respect c:te divisions. 
B L Mungekar argues thaihe reservation 
policy is still to measure u to the criteria 
.set by the rule of law. Htvever, he finds 
that liberalisation is like/ to affect the 
dalits the worst, violating lepromise held 
uut by affirmative actiorS P Punalekar 
draws attention to the depkable conditions 
of the rural poor by drawig his empirical 
evidence from four villags each of Maha¬ 
rashtra and Gujarat, are. widely recog¬ 
nised as developed in ofL'i«l and popular 
reckoning. Richard Pai looks into the 
shifts in the pattern olemployment of 
scheduled castes and tlir social recog¬ 
nition. Even though he hi located himself 
methodologically withi the sphere of the 
rewards and benefits modern public 


employment, a third of his respondents 
have experienced the pangs of untouch- 
ability in .social interaction among peer 
groups. 

In the narrative that Srirama constructs 
on untouchability and stratification in 
Indian civili.sation there is little on either 
the reasons for the rise of untouchability 
or its articulation within the relations of 
the caste system. It primarily goes into the 
making of the caste system. The only 
reference to untouchability is regarding its 
origin around 6th and 7th centuries before 
the Christian era based on references to 
the chandalas. But chandala and untouch- 
ability might be very different phenomena 
as Babasaheb Ambcdkar has suggested.* 
S M Michael in ‘Dahl Vision of a Just 
Society in India’ finds the nationalist 
project in India iiUKlcquatc. However, 
electoral pvilitics has afforded a certain 
space fur dalits. He teels that a dalit vision 
of the nation needs to he built up on ilic 
foundations laid down by Phule, Periyar 
and Ambedkar. One does not however, 
know whether they add up into a coherent 
perspective and stand together all the time. 
It does not seem to be so. What we have, 
however, are boundary marks rather (hai, 
sub.siantive visions of the field. 

At the end of the book certain questions 
become pcrlincnl. The whole leirain 


covered in this book was the field of study 
of Babasaheb Ambedkar. However, except 
for Gail Omvcdl. whose topic of investi¬ 
gation is a specific stance of Ambedkar, 
the re.st of the scholars do not feel the 
necessity of departing/building on/inler- 
rogaring Ambedkar's considerations on 
the issues they explore. In a way they too 
confine Amh^dkar to the non-scholarly 
domain as the rest of the scholarship has 
done. Is it (xissibic to promote dalit scholar- 
ship today, without engaging with 
Ambedkar'.’ Secondly, the hold of the 
formal academic discourse is heavy on 
quite a few contributors. They do not even 
pau.se to ask whether a discourse that is 
geared to sustain dominance is, suo moiu, 
appropriate to investigate thedalit domain. 
There arc huge gaps in the book. There 
is not even one paper marking the trajec¬ 
tory of the dalit movement or the contours 
of Its political engagement. Its represen¬ 
tative ftK'us is primarily on western and 
southern India. Although the effort is 
laudable, dalits deserve and seek better 
.scholarship. 

Note 

I See B K Ambedkar. ‘The Unoluchables, Who 
Were They uiiil Why They Became Un- 
loiichables’'’, l)i Hahasahrb Amhrtikar 
Wnlins's ami Volume 7, Govem- 

menl of Mall(iiiislilra. Bombay, 19‘X). 
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govemmeiari and non-govemmental, product- 
oriented ad the service industry. He explores the 
mechanist adopted by Indian organizations for 
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can be le^t.The rich case material provided 
enables ta reader to experience the organizational 


. forces aiing at various levels - from senior 
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r management practices and organizations which 
exemplify the successful blending of traditional 
; social values, attitudes and institutional norms 
^ with the demands of techno-economic systems. 
i The result is the emergence of uniquely Asian 
^ patterns of management and organizational 
7 functioning. P'oviding examples from Mainland 
{ China, Japan, Korea Hong Kong, Thailand, Taiwan 
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SPECIAL ARTICLES 


National Family Health Survey: A Landmark 

in Indian Surveys 


Pravin Visaria 
• S Irudaya Rajan 

What is the rationale for conducting surveys like the National Family Health Survey wl en there are already 
available reliable data sets from the census and the sample registration system >hich provide well- 
acknowledged data-base for planning and policy making? In this paper a brief exai ination of the data 
from the other surveys and their particular limitations precedes an overview of the NFHS, specifically 
designed to provide the information that social scientists need, and the nature and quality of the data it 


has generated. 

THE successful completion of the Na¬ 
tional Family Health Survey (NFHS) in 
India during the early 1990s was a land¬ 
mark in the history of collection of demo¬ 
graphic data through surveys. Encouraged 
by the success of the effort and the use- 
, fulness of findings, a .second round of 
NFHS has also been launched during the 
latter half of 1998. Originally, the second 
round was to be initiated five years after 
the first survey, which was conducted 
broadly during 1992-93. (Some minor de¬ 
viations from this period are not really of 
much consequence and can be ignored.) 
Unfortunately, quite apart from the usual 
bureaucratic wrangles, the sanctions im¬ 
posed after the Pokhran tests delayed the 
start of the second round. The ministry of 
health and family welfare was convinced, 
however, of the usefulness of the survey 
and was willing to fund it from the Indian 
resources. As the concerned secretary put 
it, in a budget of nearly Rs 2,300 crore ap¬ 
proved for the family welfare programme 
for 1999-20(X), it would not be difficult 
to find a sum of Rs 6 to 10 crore required 
for the NFHS II Ip other words, while 
external funding is welcome, the NFHS II 
is not conditional on the availability 
of external resources. The same was 
true for the first round of the NFHS, and 
foreign funds were not a prerequisite for 
the survey. 

'Fhe 10 papers included in this special 
issue illustrate the rich potential of the 
excellent data set of NFHS I for a wide 
variety of research studies. This introduc¬ 
tory paper also outlines the rationale of 
surveys like the NFHS to minimise the 
misunderstanding and unwarranted fears 
about the presumed limitations of the 
NFHS. The community of scholars en¬ 
gaged in the study of Indian population 
as well as social change in India needs to 
look at such efforts in proper perspective. 


The reasons for conducting a NFHS or 
its various rounds are not adequately 
undei stood. It is sometimes suggested that 
the Indian censuses and the sample reg¬ 
istration system provide an adequate data 
base for planning and policy-making. 
Unfortunately, this view is not correct. To 
gain a proper perspective, a brief overview 
of the post-independence developments 
in the statistical data base will probably 
be of some help. 

Census Data 

Since 1947, India has conducted five 
decennial censuses and the plans for the 
next census to be conducted in 2001 are 
now being made. The 1951 Census was 
planned during the dawn of planning in 
the country and attempted an elaborate 
tabulation on the economic activities of 
the population. Unfortunately, the con¬ 
ceptual framework was constrained by the 
earlier notions of distinguishing between 
'self-supporting persons’ and others; the 
latter worked and earned an income but 
were ‘dependent* on another presumably 
self-supporting person in the hou.sehold. 
The feasibility of collecting such data in 
a predominantly agricultural economy, 
with a high proportion of sell-employed 
persons, was debatable under the best of 
circumstances. After careful deliberations, 
this archaic conceptual framework was 
replaced in the 1961 Census by an effort 
to make tu inventory of the economic 
activities of all individual workers. Simul¬ 
taneously, a welcome effort was begun to 
collect data on rural-urban migration, land 
tenures, housing and the key characteris¬ 
tics of ail enterprises engaged in manu¬ 
facturing activities. Despite manual tabu¬ 
lations, the 1961 Census produced more 
than 1400 volumes, some of which were 
published only after the next census was 
conducted in 1971. 


The 1971 Cenius had initially aimed t( 
continue the appipach of the 1961 Census 
with some claboi^tion of the questions oi 
migration and tlip questions on childrei 
ever bom and surviving as well as birth 
during the year preceding enumeratioi 
(that had been tried out by William Bras 
in Africa). On the suggestion of scholar 
like the senior author of this piece, th 
Brass questions were pre-tested during th 
preparations for the 1971 Census and m 
difficulty was en«)untered in collectin. 
the data. The Brass questions had th 
potential, under certain assumptions, t 
provide reasutlably valid approximat 
estimates of the level of fertility as wei 
aSkchild mortality at the district and pos 
sibfy the sub-distnet level. However, i 
1969, a meeting of ‘experts’ in the Plan 
ning Commission suggested some change 
in the questions on economic activity, t 
separate out persons whose primar 
activity was work from others for whot 
work was a secondary activity or wh 
worked in addition to some other pr 
mary activity. Also, a reputed Britis 
scholar, close to an influential senior bt 
reaucrat in the Planning Commissioi 
persuaded the latter that the Brass que: 
tions need not be included in the censui 
He argued that the Sample Registratio 
Scheme (started on a pilot basis in 1964 bi 
extended to rural India in 1967 and urba 
areas in 1969), had the potential to provid 
all the information that the Brass questior 
would provide. These views prevailed 
Subsequent caveats by Indian scholai 
against the modification of the economi 
questions and the dropping of Brass que: 
tions proved ineffective. The former chianj 
in the questions on economic activity pro' 
ed most costly and led to gross underest 
mates of the number and proportion < 
female workers in the country, lliose wl 
designed the 1981 and 1991 censuses onl 
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slightly modified the firan^ork of the 
1971 Census relating to^ economic 
activities and sought to atuiijcomparabil- 
ity with the earlier estimtis instead of 
aiming at dependable or crdi^le estimates 
of the number of workers at) the worker- 
population ratios. The Brasquestions were 
finally introduced in the ISl Census; but 
a valuable opportunity c usessing the 
pre-transition demograplc situation in 
different parts of the contry was lost. 

SRS Data and OR* Surveys 

The Sample Registratio .Scheme (which 
later acquired the name (a system) was 
introduced because the etimates of birth 
and death rates based o the civil regis¬ 
tration data understated he level of fer¬ 
tility and mortality. It is snoctimes argued 
as though the SRS ancthe census data 
together provide all the ii(»mation neces¬ 
sary for planning on theopics covered by 
them. It is overlooked aat all such data 
need external validation nd the best means 
to do so is to secure limilar estimates 
through an alternative yatem. In fact, a 
basic strength of theindian statistical 
system is the availabity of alternative 
estimates for various by indicators. The 
bureaucrats often disl.e the debates and 
discussion arising froi this situation; but 
they are a part of a ealthy democratic 
system. On the numb and proportion of 
workers, forcxample)i« National Sample 
Survey has provided itemative estimates 
at the national and s te level, by gender 
and rural-urban resicnee since 1972-73, 
which are substantiay higher than tho.se 
given by the census* of 1971, 1981 and 
1991. The so-cal led i visibility of the work 
participation by woioi of India is there¬ 
fore a problem onljfor those who do not 
know about the NS data or who do not 
know how the NS data can be used to 
calibrate the censi-based estimates. On 
vital rates, howevr, the NSS could not 
provide dependab estimates. The esti¬ 
mates of birth, dell and infant modality 
rates, obtained in le 1973-74 survey were 
so low, relative tchc SRS rates, that they 
were not publistd. The data relating to 
the practiee of upily planning by the 
respondent hou.<hblds were, however, 
published partly ecause they were cross- 
tabulated by mothly per capita expendi¬ 
ture of the housotdd, a variable on which 
no other source'finformation was avail¬ 
able. The effort^uired to separate wheat 
from chaff ofto pxceeds what the well- 
motivated meihfrs of the non-govem- 
mental organis#ns are able to make. Out 
of sheer exaspti^ion, they blame the data 
collection agedes for not providing a 
‘singlecorrect<dinate’,forexamplc,of the 


number ol working females or the child 
labourers in the country. Little do they 
understand that given the widespread age- 
misreporting and the likelihood of a net 
undercount in the census, there is no single 
estimate even of the size of population, 
or the number of women, children, youth, 
or the aged in the country. (Demographers 
and statisticians have to smooth the data 
and the differences in the smoothing 
procedures adopted by different individu¬ 
als lead to differences in these estimates.) 

A major international demographic data 
collection effort during the 1960s and 
1970s was the World Fertility Survey 
(WFS), supported by the US Agency for 
International Development (USAID). 
India did not participate in the WFS, partly 
because of its link with the USAID but 
also because it did not want to .share its 
data with the sponsoring external agen¬ 
cies. However, the ministry of health and 
family planning (later family welfare) 
a.ssigned to the Operations Research Group 
(a private sector market research firm at 
that time and now a large consulting 
organisation), a national survey on the 
level and correlates of use of family plan¬ 
ning during 1970. A similar assignment 
was given to ORG in 1980 and 1989. 
mainly tocheck the estimates derived from 
the service statistics about .sterili.satii)ns, 
the offtake or u.se of other contraceptives 
and the couple protection rates. The re¬ 
ports of ORG surveys were treated like 
most sensitive .secret documents and were 
hot easily acces.sibic to non-officials or 
researchers. Subsequently, the 1970 sur¬ 
vey data were placed in the data archives 
of the ICSSR for use by other .scholars; 
but the data collected in the 1980 and 1989 
surveys have simply been lo.st, partly 
because the ministries tend to be poor 
custodians of the survey data. 

(During the early 1970s, the several ‘area 
projects’ undertaken in different states 
with external assistance had sponsored 
ba.seline surveys of the level of fenility, 
mortality and contraceptive prevalence in 
several statesof the country. But the report.s 
as well as the data remained confined to 
the MoHFW, the organisations conduct¬ 
ing the surveys and the family planning/ 
family welfare departments of the con¬ 
cerned states. As a result, the investments 
made in the surveys did not really yield 
the benefits that could have been reaped 
from the effort. In all probability, the poor 
institutional memory would ensure that no 
one would be able to lay hands on these 
reports. It was certainly not a creditable 
situation and it needed to be corrected.) 

The level and method mix of contracep¬ 
tive use reported by the ORG surveys 


differed from the estimates based on service 
statistics. While the differences could be 
explained, a four- district survey in Gujarat 
in 1989 also indicated the need to improve 
the sampling procedures used by the ORG 
staff. It was also evident that an indepen¬ 
dent nationwide survey that could gene¬ 
rate valid estimates for a large number of 
correlates of contraceptive use and mater¬ 
nal and health care at the state level, by 
rural-urban residence would be of great 
use. Neither the NSS nor the SRS staff 
had any comparative advantage in under¬ 
taking such a survey. Therefore, it was 
decided to launch the NFHS, with the field 
work entrusted to consulting organisations, 
in collaboration with the Population 
Research Cenues, which had an extensive 
experience of district level surveys. 

In any case, it would be a.serious mistake 
to dismiss the value of a survey on the 
ground that its results conform to what 
was known earlier. The consistency be¬ 
tween alternative sources of estimates 
enhances the credibility of estimates and 
the di.scrcpancics point to the identifica¬ 
tion of areas where remedial intervention 
might be neccs-sary. Likewise, it is wrong 
to condemn a survey because it did not 
collect data on difficult and highly sub¬ 
jective factors such as the quality of ser¬ 
vices. Many o^rienced friends describe 
such criticism as illustrating a 'heads 1 
win, tails you lose’ approach; and if any 
effort is made to collect some qualitative 
data, many a times the results are dis¬ 
missed as soft, highly subjective and 
possibly misleading. 

During the early 1980.s, the WFS sched¬ 
ules were, in a sense, tested out in 
Mahara.shtra slate, through the Population 
Rc.search Centre heated at the Gokhale 
institute of Politics and Economics, Pune. 
(This is.mc includes a paper that draws on 
the Maharashtra survey.) Efforts to rep¬ 
licate the survey throughout the country 
through an USAID grant of up to 10 million 
dollars were caught in an unending am¬ 
bivalence about the condition of open 
access to the data after the results were 
published. A part of the grant was to be 
used to strengthen the 17 Population 
Research Centres set up in different parts 
of the country with high expectations and 
ambitious objectives but poor resource 
support. The gradual openness of the late 
1980s and the post-1991 climate of liberal¬ 
isation helped to go ahead with the NFHS. 

Ext krn ai. Assistance 

The NFHS is sometimes criticised on 
the basis of deep-rooted xenophobia. We 
do not see anything wrong in close asso¬ 
ciation with the overseas experts, if they 
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make a useful contribution to help im¬ 
prove the methodology of data collection, 
processing or dissemination. The Indian 
experts, particularly statisticians and de¬ 
mographers, have often served as advisers 
to many other countries of the world. The 
tables are now turned; and the Indian 
statistical work is guided by the Special 
Data Dissemination Standards (SDDS) 
prescribed by the International Monetary 
Fund, to which India has subscribed 
(without adequate consultation with the 
professionals, according to a widely held 
view). A project on the modernisation of 
the statistical system of India with the 
support of the World Bank is under active 
consideration. It would probably enhance 
the timeliness of processing and dissemi¬ 
nation of the data to a large extent and 
would prove a great gain for all those who 
use the data for policy formulation and 
discussion. The important thing is toensure 
that the additional resources are used 
for worthwhile pursuits and not for rela¬ 
tively trivial activities, such as can be 
justified in the name of some United 
Nations’ recommendation (which would 
in all probability be optional for develop¬ 
ing countries, that face .severe scarcity of 
resources). 

The critical issue in such matters is the 
transparency and adequate debate among 
Indian scholars and policy-makers. There 
can always be legitimate complaints that 
some particular person(s), groups or in¬ 
stitutions were not consult^; and the 
bureaucrats are certainly capable of cre¬ 
ating a facade of consultation, while keep¬ 
ing key information clqise to their chest. 
Even the academics can feel threatened by 
(and therefore exclude) po.s.sible voices of 
dissent or those who would not easily be 
shut up. But this is our own Indian prob¬ 
lem: we must not blame it on the ex¬ 
patriates (particularly the American/west- 
cm .scholars or the \Vorld Bank staff). The 
USAID and the World Bank necessarily 
* work with the bureaucrats who.se permis¬ 
sion and collaboration are essential pre¬ 
requisites of work, in India. However, 
unlike a private sector survey agency that 
implements a contract from a ministry 
with a claim to be knowing all that needs 
to be known, the western tradition gen¬ 
erally welcomes wide consultation and 
candid discussion among all stakeholders 
as the key to securing the best input from 
all sources, both official and non-official, 
and nut missing out useful caveats about 
the things to avoid. 

In fact, some complaints were made to 
the ministry of health and family welfare 
about the quality of field work in the 
NFHS. It led to a decision to resurvey a 


sub-sample of the initial sample. With the 
National Sample Survey staff pre-occu- 
pied with their pre-designated workload, 
the resurvey work was assigned to the 
Indian Council of Medical Research. Are- 
survey has some inherent problems be¬ 
cause it must allow for genuine change in 
the situation between the initial visit and 
the revisit. However, as has been reported 
in one of the papers in this issue, the NFHS 
came through with flying colours. There 
were also some baseless and unwarranted 
allegations as to how the NFHS reports 
were completed with an unusual speed 
after the end of field work. But they were 
generally ignored as illustrating the jeal¬ 
ousies in a country with relatively limited 
opportunities. (The careful planning and 
the availability of good data processing 
equipment were the real contributory 
factors.) Also, the NFHS adopted an ex¬ 
emplary open approach to the dissemina¬ 
tion of its reports and household level data 
and has encouraged considerable addi¬ 
tional research. (Over the past two years, 
the NSS data have also become easily 
accessible to researchers, both Indian and 
foreign, under the data dissemination 
policy cleared by the cabinet.) 

Cost OF NFHS 

It is a common refrain of many critics 
of the NFHS that it cost loo much. It is 
conveniently overlooked that the survey 
was funded out of a grant that was intend¬ 
ed to strengthen the Population Re.search 
Centres (PRCs), which had been starved 
of the requisite infrastructure (including 
adequate library support) for a lung time. 
The NFHS indirectly provided these PRCs 
with some modest funds to undertake their 
regular activities without the usual stress. 
The per household cost of field work for 
the NFHS is widely regarded as very high; 
and on the ground of the ratchet effect, 
it is alleged to have raised the cost of all 
survey work to a new high. While there 
may be some truth in this charge, the high 
costs are partly a result also of the fact that 
rural field work is no longer as easy as 
it perhaps was in the past; and like all 
research, it no longer attracts committed 
souls. Also, the hidden costs of surveys 
conductei' by governmental agencies (par¬ 
ticularly the highly subsidised accommo¬ 
dation) are seldom assessed properly. 

The cost of the NFHS was high, partly 
also because it insisted on the small teams 
of investigators (usually four women) being 
accompanied by a supervisor and an editor, 
who checked and edited the data on site. 
Few surveys in India have ever considered 
such a concern for quality. Also, most 
survey organisations had to hire jeeps. 


which levy a ft ed daily charge, irrespec¬ 
tive of the dist. :e actually covered during 
a day. There s been some talk in the 
Department of tatistics in recent months 
to adopt the .sa le procedure for the NSS 
surveys; but it jmains to be seen whether 
and how far tl resources will become 
available to pi idc the exclusive tran.s- 
port facility to vestigators and the ac¬ 
companying sui rvisor. 

Quai,iti of NFHS Data 

The papers inc uded in this special issue 
demonstrate the ise of both internal and 
external checks o i the data. There are clear 
indications that t le field work left some¬ 
thing to be desirid in the difficult states 
of Madhya Pradesh and Rajasthan; but 
overall, the NFHS has made a solid con¬ 
tribution to our unlerstanding of the socio¬ 
demographic situation in India and its 
states as well as regions. The assessment 
about MP and Rijasthan is based on a 
comparison of thc^FHS and the SRS data 
on the total fertile rates. However, one 
can debate whethef the SRS itself secures 
a reasonably complete coverage of the vital 
events. As noted above, the comparative 
method can be an excellent aid for judi¬ 
cious and balancedassc.ssments, provided 
that the analysts do not succumb to the 
temptation of claiming spectacular suc¬ 
cess in lowering fertility in such difficult 
states (by ignoring the contrary evidence)! 

The NFHS data can be evaluated partly 
by comparing the rates and ratios reported 
by them with the census data as well. 
However, such com{)urisons must allow 
for the large numberofinadequately trained 
enumerators, who have to be enli.sted in 
the massive task of census-taking. If the 
sex ratios reported by a survey like the 
NFHS and the census differ, the discrep¬ 
ancy can be due also to tne greater omis¬ 
sion of females in the census and the 
NFHS need not be the culprit. (The 1991 
Census .seems to have faced .serious prob¬ 
lems in this respect in Bihar in particular 
and in regard to the olderpopulation almost 
throughout the country. However, identi¬ 
fication of such problems requires ardu¬ 
ous and patient exploraaion of the data 
without the glare of publicity that can be 
earned by sensational claims about aggra¬ 
vation of the deficit of' women in the 
population.) 

’hiere are clear differences between the 
average size of a household reported by 
the NFHS and the 199rCcnsus or the 
various rounds of the NSS. The NFHS has 
reported a higher average household size 
than the 1991 Census in mral India but 
the reverse is true in estimates for urban 
India; the differences are offset and the 
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.ill-India eacimatcs are vty close. The 
quinquennial surveys of th NSS seem to 
vport a lower househoksize than the 
■ensus. However, these dfferences can- 
lot be explained withoi considerable 
nvestment of time and efnrt. The avail- 
ibility of the household-! vel data to tlie 
inalysts from the NFHS asvell as the NSS 
vill facilitate such additiaul work. How- 
;ver. the census authoritie.'')tust now move 
A'ith the times and makeivailahlc to the 
■esearchers a copy of the ape of (at least 
1 sample oO the census data. Simultu- 
leously, the Indian social l ience research¬ 
ers need to be given tc resources to 
jndertake intensive databased research, 
A’ith due attention to alknative data sets 
ind their comparative ualysis. 

DliC LSION-MAKINCi FC TTIF NFHS: 

An Insioi; 'iew 

Turning now to the ppers included in 
liis issue. Tara Kanitk:, one of the co- 
irdinators of the NFIS, provides an 
■■xcellent authentic oveview of the key 
caturcs of the NFHS, ieluding its .scope, 
.overage, the deci.sion-iakingprocc.s.s and 
he role of expatriate onsultants. As an 
nsidcr looking back.she would have 
ircfened separate estiiates for the slum 
ind non-slum areas innctiopolitan cities 
js well as regional estnates. an issue on 
Ahich we have beenrortunate to get a 
laper by Mari Bhat iid Xavier. 

The painstaking wckof Mari Hhat and 
Aavier demonstrates le rich p<ileniial of 
he NFHS data for stJying the differcn- 
lals m demographic nd socio-economic 
atuation in 76 regies of the country. It 
-•ompares the NFHS-stimales with those 
ia.sed on the censusm several character¬ 
istics; and demonstites how the process 
.)f fertility declin has been evident 
hroughout the eontry, including the 
.lemographically bekward states. It also 
examines the regiiial estimates ot child 
'nortality, malnoushment among chil¬ 
dren, access to ancUBe of ante-natal care, 
*tc, arid poverty masured in terms of the 
issets owned by hfc people. The paper 
ittempts to identy the most backward 
region in each ‘ntjbr’ state and the five 
most backward re ions of the country with 
respect, to eight indicators of develop¬ 
ment. Enriched 'y geo-mapping of the 
variables, this ppcr is an excellent and 
more comprchcstvc sequel to the por¬ 
trayal by late a A Mitra of the levels of 
regional develolfient in India with the 
help of 1961 cflkus data. 

Tbis special *fue is privileged to in¬ 
clude a paper dV.the results of a unique 
resurvey of a S^Or cent sub-sample of the 
NFHS, conduced during December 1993 


and March 1994 in 13 more populous 
states of the country and Delhi. It is 
published with the encouragement of the 
lormcr secretary, family welfare, who 
prelcrrcd transpaiency to secrecy about 
the results of the resurvey. The resurx'cy 
laced the expected non-respon.se Irom 
alx>iit 5 (K'r cent ol the rural households 
and 25 per cent of the urban hou.scholds 
because ol out-migration (possibly tem- 
[)orar\). onion- availability of any respvin- 
deiit, at the time of the revisit. The re- 
survey validated the total fertility rate 
reported by the NFl IS except lor Rajasthan, 
but found discrepancies in the e.stimatcs 
of immunisation levels in 10 of the 14 
states. The resurvev found higher level of 
imimmisatioii in live .^talcs of Uttar 
Pradesh. Mudhy it Pradesh. Rajasthan, West 
Bengal, and Bihar; vvheteus for the foiii 
states of (iujaiat. Karnataka, Ori.s.sa and 
Haryana, the NFHS had reported a highet 
level of immunisation than the post survi'y 
check. 

The post-indepeiidcncc censuses and 
surveys, conducted under government 
auspices have avoided collection ol de¬ 
tailed data on the caste ol an individual 
citizen, except lor the statutory reijuirc- 
ment to record the scheduled castes and 
tribes, for whom the Constitution had 
provided rc.servcd .seals m the parliament 
and in the .services The reservation lor 
‘other backwaid castes’ has been a burn¬ 
ing issue in .several .states and the slate- 
appointed commissions in Kamatuka state 
have also conducted censuses of the castes 
and their characteristics Yet. during the 
past year and a hall, a sugges'ion to re¬ 
introduce n question on caste in the 2001 
Census had led to a surprising debate in 
the ncws|iapers and periodicals. Unwar¬ 
ranted assertions were made by reputed 
scholars that a question on caste would 
make it a caste-based census and that any 
such effort would lead to bloodshed and 
battles throughout the country. The em¬ 
piricists, who have found no difficulties 
in recording the caste of respondent fami¬ 
lies in their rural field work, were baffled 
by the basic validity of this discussion. Of 
course, the tabulation and use of the caste 
data as well as the priority to be assigned 
to such tabulation were another matter. 

V\n obvious answe; to the.se questions 
.seemed to be that thc.se matters could be 
decided according to the felt needs of 
social scientists or the data uscis rather 
than any official agency such as the Office 
of the Registrar General and Census 
Commissioner. However, such options 
disappear and one is left speechless when 
one learns that under the Fukovian frame¬ 
work of discourse, all efforts at data col¬ 


lection by the state are motivated by, or 
involve, or can be the instruments of the 
oppression of the people. 

There is obviously a wide gup between 
economists or demographers (who have 
been involved in designing .several na¬ 
tional surveys over the yejirs) and the 
guardians of (leople’s rights who may nut 
want the gevernment to collect any data. 
However, the NFHS did collect data on 
caste; and at least in theory, the data are 
available for the 9(),(KX> households to any 
one who may want to use them. Of course, 
the detailed cu.ste codes arc not a part of 
the noi'inally distributed codebook, and 
special el fort has to be made to get, 
understand and use them. Fortunately, 
K Sriiii vusan (who was the director of the 
International Institute of I’opuhition .Sci¬ 
ences when the NFHS was planned) and 
Saiijay Kumar have demonstrated the 
fascinating potential of the caste data to 
assess and evaluate the impressions of 
association between caste and backward¬ 
ness. Their most interesting paper ctivcrs 
the three suites of Uttar Pradesh, Bihar, 
and Tamil Nadu, which together covered 
a population of 2KI inillioii (33 per cent 
of the total) in IWl. I'Vom the categories 
of .scheduled castes and tribes, other 
backward castes and other castes, for the 
three stales the^ first identified the castes 
for which the NF'I IS had .'-urveyed at least 
.50 households. Next, for each of these 
castes, they have identified (u)thc literacy 
rates among adults, and (b) the economic 
condition of the household in terms of (i) 
the quality of the house - kutcha or pucca, 

(ii) access to electricity and toilet facility, 

(iii) pos.session of irrigated land, and (iv) 
|)ossession by any hou.sehold member of 
a watch, a radio, or a bicycle. The analysis 
suggests wide dilfercniials between the 
castes in terms of literacy as well us poverty 
in all the three statcv The authors come 
to the startling conclusion that despite the 
75-year old history of reservations inTami! 
Nadu, the intcr-ca.stc differentials m lit¬ 
eracy and economic conditions had not 
disappeared. A most depressing finding 
indeed! As the authors themselves note, 
analysis of the tyjje attempted by them was 
not an objective of the NFHS; hut the 
availability of the household level data 
facilitates their ingenious use foi various 
purposes. Presumably, we shall soon sec 
a monograph by the authors on their most 
interesting use ol the NFHS data. 

The social science literature dealing with 
fertility decline and demographic transi¬ 
tion has often focu.sed on whether the 
poor shall inherit the earth because of dif¬ 
ferentials in fertility. Of course, the de¬ 
cline in fertility is also a consequence of 
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the people’s aspirations for a better life 
for themselves and for their children; and 
the cause-effect linkage is not easy to 
establish. However, Roy, Jayachandran 
and Banerjee present an interesting analy¬ 
sis of the association in the four states of 
Punjab, Maharashtra, Kerala and Uttar 
Pradesh between fertility and the living 
standard of the household. The living 
standard is measured through an index 
that took account of the access to and/or 
ownership of certain amenities and live¬ 
stock as well as durable goods. The vari¬ 
ables included: type of house, availability 
of electricity, sources of drinking water, 
nature of toilet facility, and the posse.ssion 
of livestock and consumer durables. The 
negative relationship between the level of 
living and fertility appeared stronger 
among educated couples. Fertility mea¬ 
sured in terms of births of different order 
per 1000 women did not differ much 
according to living standard among the 
less educated, except in Punjab. Also, the 
urge to adhere to the two-child norm did 
not dimini.sh but childlessness declined 
with an increasing standard of living. The 
desired family size among the younger 
women declined with a rise in standard 
of living in Punjab, Maharashtra and Uttar 
Pradesh; but in Kerala, the state with the 
lowest fertility, relationship was not clear. 
Reported fertility declined with a rise in 
the standard of living in Punjab and 
Maharashtra. The unmet need for family 
planning was higher among households 
with a low level of living. As the family 
planning programme meets the unmet need 
for fertility regulation, the negative rela¬ 
tionship between the level of living and 
fertility measures will weaken. 

There has been widespread concern in 
India about the consequences of religious 
differentials in fertility for the composi¬ 
tion of population, which can have serious 
political implications. The international 
experience (including that of Bangladesh) 
suggests that even the Muslim popula¬ 
tions do not remain excluded from the 
process of demographic transition for long. 
K Moulasha and G Rama Rao analyse the 
responses of 69,570 Hindu and 10,070 
Muslim women aged 13-49 and find that 
on an average, Muslim women had 1.1 
children more than the Hindu women. The 
differential persisted within each level of 
education, with a higher TFR among 
Muslims than among the Hindus. Differ¬ 
entials in the number of children ever bom 
and surviving indicates that Muslim 
women had given birth to 0.6 child more 
than their Hindu counterparts; but the 
extent of child loss was the same among 
both the groups. 


The difference between the median age 
at first and the last birth or the estimated 
average reproductive life was 14 years for 
Muslims, three years longer than among 
Hindus. Despite the higher incidence of 
knowledge of at least one method of family 
planning among the Muslims, the level of 
current use of any method (particularly 
permanent methods) was considerably 
lower among Muslims than among 
Hindus. The use of a modem temporary 
method was, however, higher among 
Muslims than among Hindus in all edu¬ 
cational categories. The data confirm that 
Muslims prefer modem temporary meth¬ 
ods over sterilisations or abortions. The 
reported level of unmet need for contra¬ 
ception was also higher among Muslims 
than among the Hindus. 

In India, data on marriage, use of con¬ 
traception, duration of breast-feeding and 
the length of post-partum amenorrhoea 
and outcome of pregnancies have for the 
first time become available from one .source 
- the NFHS conducted during 1992-93. 
Leela Visaria has used these data to es¬ 
timate the ‘proximate determinants of 
fertility’ (in terms of the model evolved 
by John Bongaarts) for the 15 major states. 

Bongaarts has empirically shown that 
the values of total fecundity rate (TF) 
range between 13und 17 births per woman 
with an average near 13; and that values 
outside this range are very likely due to 
some data errors or estimation procedures. 
While the estimates of TF in nine states 
fall between 13 and 15, the TF values for 
four large North Indian states, Andhra 
Pradesh, and Oris.sa are lower than 11. 
(These low values remain to be confirmed 
by the second phase of the survey, but they 
suggest the po.ssibility that several factors 
such as a relatively high secondary steril¬ 
ity, low coital frequency, and early termi¬ 
nal abstinence may be depressing the total 
fecundity rate in these states.) 


'The analysis .sed on the model sug¬ 
gests that use ol lontraception has made 
a sizeable contrj ution towards a transi¬ 
tion from naturi |to controlled fertility in 
states such as pla, Punjab and Tamil 
Nadu. In Punjab id Kerala, this transition 
has been accomj ,nied by a shorter dura¬ 
tion of post-parti amenorrohea, which 
enhances fertilitj In Punjab, post-partum 
infecundability d pres.ses the total fecun¬ 
dity rate by about wo births, compared to 
more than four b rths in Gujarat, Maha¬ 
rashtra and West Bengal, where total fe¬ 
cundity rates are dmilar. In these latter 
states, there is ct isiderable scope for a 
change in infant! :eding practices and a 
resulting increase in fertility. It is essen¬ 
tial, therefore, tha reversible methods of 
contraception are Promoted to compen¬ 
sate for the likely increase in post-partum 
infecundability. 

An interesting hypothesis links the 
observed regional .iffcrences in the level 
of fertility with itfc deep-seated preva-. 
lence of son preference. The NFHS data 
on the subject, analysed by P M Kulkami, 
confirm a broad rciional diversity in the 
level of son preferesce. It is quite high in 
the north-central ,and eastern states 
(Rajasthan, Uttai'Pradesh, Madhya 
Pradesh, As.sam, West Bengal, Orissa, 
Bihar as well as in Punjab), moderate in 
the wcstcin-norlheiit states (Karnataka, 
Himachal Pradesh.'^Haryana, Gujarat, 
Maharashtra) and Iqw in the southern 
sptttles (Kerala, Tamil Nadu, Andhra 
Pradesh as well as doa and Delhi). Al¬ 
though parents value sons much more than 
daughters in all the states, the tendency 
is less strong in the suiithem region. The 
prevalence of consangtiinity and the fact 
that a married woman maintains frequent 
contact with her natal nome in the south¬ 
ern region [Dyson aid Moore 1983] 
perhaps contributes to ihe relatively high 
value attached to daughters in the south 
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than in the north. 

Kulkami estimates that ii the absence 
of any son-preference, the ercentage of 
couples of reproductive ges using a 
modem contraceptive wouhhave been 41 
percent. 4.7 percentage poitshigher than 
the observed figure of 36.7per cent. The 
contraceptive prevalence ii the western- 
northern states, Gujarat, Himchal Pradesh, 
Haryana, Maharashtra, is severely de¬ 
pressed by 8-10 percenu>e points be¬ 
cause of .son preference; bi die effect is 
minor (two to four points) a tlie southern 
states as well as in Delhi Assam, lUtar 
f^radesh and Goa. 

The elimination of son prference would 
reduce the TFR for Indi: from .3.39 to 
3.13, a decline of 8 per ent. For states 
like Flimachal Pradesh Maharashtra, 
Gujarat and Punjab, the dclinc would be 
large, over 15 per cent, 'he elimination 
ol son preference would bwer fertility in 
these four states to a levt comparable to 
that in lamil Nadu-Andra Pradesh and 
accelerate the process o fertility transi¬ 
tion. Unfortunately, the piliey instruments 
to eliminate the dcep-stited son prefer¬ 
ence from the Indian soicty are not easy 
to devise; but it is to bthoped that with 
the spread of literacy aJ education, the 
mass media can play aicffcctive role in 
social transformation. 

Until the 195().s, ther were hardly any 
estimates of the actui age pattern of 
fertility in India. The Jpulation projec¬ 
tions in the seminal wtfk of Coalc and 
Hoover published in f58 had to use the 
fertility pattern suggeicd by the surveys 
conducted at the G<v.hale Institute of 
Politics and Eco'omics and the 
Ramanagaram HealtiCentre near Banga¬ 
lore. These surveys conducted by the 
Gokhale Institute dung pre-1970 period, 
merit a close look t< identify the extent 
to which their eslimtes conform to tho.se 
ol the subsequent and other state- 
level surveys. Sue * comparison has 
been attempted bySanjeevani Mulay, 
who concludes tha die contribution of 
the observed incret-e in age marriage to 
the fertility decline has been offset by a 
fall in the incident^ of widowhood. In 
fact, the sharp deenc in mortality, espe¬ 
cially adult mortaity, has led to an in¬ 
crease in fertility. 

In the post-197> period, specially dur¬ 
ing 1971-77, fertit^ had declined mainly 
due to the strong Oth given to the family 
planning (sterilisiipn) programme during 
the emergency, \*^ch was followed by a 
backlash. Howedr, women in younger 
age groups (belpV 35 years of age) had 
not lowered thef fertility; in fact, their 
fertility hadsigni^cantly increased. A sharp 


decline in fertility was observed among 
women aged above 35. 

Using the National Fertility and Morta¬ 
lity Surveys. 1980andtheNFHS. 1992-93. 
the author ob.serves a decline of 24 per 
cent in the TFR in the entire state, 26 per 
cent in rural areas and 14 per cent in urban 
areas. The decline in TFR was much higher 
than in CBR. (This difference arises from 
the fact that TFR is estimated with equal 
weights assigned to different age groups, 
whereas the crude birth rates takes due 
account of the weights of different age 
groups in the population). Over the years, 
the Hindu-Muslim differentials have 
incrca.sed quite significantly. Among 
various regions. Marathwada region has 
lagged behind the othei regions with 
respect to both the demand for family 
planning and the efficiency of provision 
of services. 

The son preference is quite strung in 
Maharashtra. The pro[)urtion of sterilised 
couples with two children increased from 
16.6in 1980to37.4in 1992-93; but among 
couples with two suns, the same percent¬ 
age increased from 21.6 to 55.2 for the 
same period. The slow pace ol decline in 
birth rate is due to an increase in fertility 
as well as son prcfcicncc. 

The NFHS was conducted before the 
emphasis of family planning programme 
shifted from targets tor different methods 
of contraception to a more holistic con¬ 
cern with the reproductive health of the 
population at all ages and the health and 
survival of children Given this shift in 
emphasis, Shirecn J Jejeebhoy seeks to 
assess the contribution of NFHS to the 
information base on reproductive health 
in India and finds it to be quite limited. 
Of course, it has provided estimates of the 
level of contraception and methods used 
by age and parity and of unmet need for 
contraception. Al.so, it has expanded and 
systematised the knowledge about mater¬ 
nal mortality and health, access to ante¬ 
natal and delivery .services, and compli¬ 
cations at the time of delivery. Inadequate 
access to ante-natal care from a doctor or 
other health professional and the gaps in 
immunisation against tetanus and iron 
supplementation, and access to safe de¬ 
livery have been identified. However, gaps 
persist with respect to morbidity in the 
ante-natal and post-natal periods; circum¬ 
stances during pregnancy, childbirth and 
the post-paitum period; and the content 
of ante-natal care received. The NFHS has 
also not addressed critical issues such as 
the extent to which women exercise choices 
in these matters without coercion; whether 
women actually obtain a method of choice 
and theconstraints that the average woman 


or man faces in seeking contraceptive and 
follow-up services. 

The NFHS data on the incidence of 
induced abortions are gross underestimates 
and the awareness about 'he legality of 
abortions has not been ascertained. Like¬ 
wise. infertility, a .serious reproductive 
concern, with serious implications in terms 
of detenninants and consequences, has 
been neglected in the NFHS. Another major 
gup in the NFHS has been its neglect of 
data on the quality of care in the area of 
maternal and child health. 

CtlNCLUSION 

To conclude, the .second pha.se of the 
NFHS, that is now in progress and has 
been completed in several states, i.< likely 
to open up many opportunities for inter¬ 
esting analysis. Some non-official press 
reports have indicated sensational declines 
in the level of fertility in Bihar, Madhya 
Pradesh and Uttar Pradesh during the 
1990s. Prima facie, wishful thinking rather 
than careful analysis forms the basis of 
the.se claims, which arc not corroborated 
by the SRS data. There is no doubt that 
an irreversible process of fertility decline 
is in progress throughout the country; and 
that it has been faster in urban India than 
in rural areas. During 1998, the rate of 
natural increase’in urban and rural India 
has reportedly dropped to about i .4 and 
1.8 per cent, respectively, with a national 
average of about 1.7 per cent. A replace¬ 
ment level of fertility may be reached in 
urban India within the next five years; but 
it is still a distant goal for the country as 
a whole. The recent indications (from the 
1995-96 NSS survey of literacy and etlu- 
cation) of an accelerated progress since 
the 1991 Census in literacy rates in rural 
areas, including the scheduled castes and 
tribes, inspire hope of .a similar accelera¬ 
tion of the fertility decline, but it may 
partly lie offset by the expected decline 
in mortality rates as well. Given the 
momentum for growth built into the young 
age dislribuiion of the Indian population, 
the rate of population growth will drop 
below 1 per cent per year only during 
2016-20. Also, unless the AIDS epidemic 
assumes unexpected alarming proportions, 
a zero late of population growth is un¬ 
likely to be realised before 2055-60. 
Therefore, until we achieve complete regis- 
tration of vital events throughout the 
country, surveys such as the NFHS will 
continue to be a valuable asset for under¬ 
standing the demographic dynamics of 
Indian society. 

(Thanlu are due to P N Mari Bhat for his com¬ 
ments on an earlier draft of this paper.) 
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Findings of National Family Health purvey 

Regional Analysis 

P N Mari Bhat 
Francis Zavicr 


This paper attempts to show that the rich data on demographic, health and backgn and characteristics 
of respondents and their households collected in the National Family Health Survey can pi tfitably be analysed 
at the regional level. It checks the validity of estimates for a few variables derived foi 76 natural regions 
from the survey data with similar estimates based on the 1991 Census. After ensuring umsistency between 


or which the NFHS 
he spatial patterns 


these estimates, regional variations in many important socio-economic characteristics - 
is at present the only source - are studied through maps generated from a CIS software, 
that emerge from this analysis highlight the limitations of state-specific models of debiographic change, 
and provide .some interesting evidence on much debated nexus between poverty, malnutrit^n and disease. The 
paper concludes with a presentation of .survey data on health and living conditions in th(\ slums of Delhi. 


ALTHOUGH the National Family Health 
Survey (NFHS) of 1992-93 was not the 
first nationwide demographic sample 
survey undertaken in India, it was unprec¬ 
edented in at least four important respects. 

First was its huge scale and coverage of 
topics; it canvassed about 90,000 house¬ 
holds spread all over India, except Kashmi r, 
Sikkim and a few small union territories. 
An equal number of ever-married women 
in the age group 13-49 were interviewed, 
and data in internationally comparable 
format were collected on topics such as 
marriage, fertility, family planning, child 
health, immunisation and nutrition. 

The second distinguishing feature of the 
survey was its meticulous planning and 
execution. The survey questionnaires, 
sample design and tabulation plan were 
finalised after several meetings and work¬ 
shops; a great deal of emphasis was placed 
on preparation of survey manuals, training 
of field personnel and supervision of field¬ 
work; data errors were minimised by de¬ 
ployment of a field editor in each team, 
and through computer-ba.scd consi.stency 
checks during data entry. Several inter¬ 
national experts, well-acquainted with col¬ 
lecting similar data in varied social set¬ 
tings, provided technical input at every 
stage of the survey, from questionnaire 
design to report writing. Basically new 
standards were set on how to conduct a 
large sample survey and process the re¬ 
sulting information. 

The third significant achievement of the 
survey was its quick and wide dissemina¬ 
tion of the data. The preliminary reports 
of the survey were out within a year, and 
the final all-India report appeared within 
two years of the completion of the survey. 
Most significantly, for the first time, data 
from a demographic survey have been 
made available at the individual level to 


researchers at India and abroad in a com¬ 
puter-readable format. This has made it 
possible to analyse the survey data in 
greater depth than what ir. available in the 
basic reports. 

Finally, it ushered a new trend in survey 
research. It demonstrated that the experi¬ 
ence and expertise available in various 
population research centres functioning 
under the ministry of health and family 
welfare, government of India, can be 
brought together and blended with the 
dynamism and efficiency of private mar¬ 
keting research organisations to carry out 
a nationwide survey, and produce a re¬ 
search output of high standard in a short 
span of time. 

The survey sample of nearly one lakh 
households was designed to provide es¬ 
timates for rural and urban areas of every 
major state in India. However, as the .state- 
level data on many key indicators pre¬ 
sented in the voluminous survey reports 
were already known from other sources, 
the survey results did not spring many 
surprises on policy-makers and adminis 
trators. The survey findings usefully con¬ 
firmed the validity of the state-level data 
from sources such as the Sample Regis¬ 
tration System on several parameters. 
However, policy-makers often plead for 
data at the district or, at least, regional 
levels, that arc generally not available from 
other sources. This paper attempts to 
provide such regional estimates from the 
NFHS on parameters such as child mor¬ 
tality, total fertility, antenatal and natal 
care, child malnutrition and immunisation, 
contraceptive practice, poverty, exposure 
to mass media, home visits by heath 
workers, and on many more. 

Some theoretical considerations also 
justify a regional analysis of the NFHS 
data. The dearth of data for substate 


administrative divisions has lead to the 
propagation of demographic archetypes 
such as the ‘Keraki model’, ‘Tamil Nadu 
model’, ‘Andhri model’, ‘Himachid 
model’, etc, as andkvhcn a new state enters 
into the lust phase; of demographic tran¬ 
sition. Such modelt take no account of the 
possible inter-regibnul disparities within 
the state or of sinfilaritics between 
neighbouring regions across states. Inten¬ 
tionally or otherwise, these archetypes 
exaggerate the role to the state in lowering 
the birth rate, and underplay the contri¬ 
bution of socio-cultural and historical 
factors. They also ovtcriook the possibility 
t>f geographical spa^e as a factor in difi 
fusion of behavioural innovations. Only 
a greater understanding and appreciation 
of regional patterns in demographic 
change, that transcends political bound¬ 
aries, can limit the increasing emphasis on 
state-specific models of change. 

I 

Methodology 

Regional divisions. The NFH.S sample 
sizes are clearly inadequate for a district- 
level analysis. It is, however, possible to 
make analysis forgroupsof districts within 
a state. In doing so, a question naturally 
arises about the criteria to be used in 
delineating homogeneous clusters of dis¬ 
tricts. The vast Indian landscape, home to 
one of the world’s mt«t complex and 
plural polities, can be divided into regions 
and subregions according to several 
guiding principles. Of the many such 
prototypes available in the literature, at 
least three somewhat distinct schema 
seem relevant for our purpose, namely, 
(i) ‘natural regions' based on geographical 
factors, (ii) agro-climatic and planning 
regions, and (iii) socio-cultural and lin¬ 
guistic divisions. 
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Fi,;tinE 1: Comparison of Ffj«ai; Literacy Rates from NFHS. W.qi 
AND FRM 1991 Census 


Rcure 2 - Comparison oi Rioionai Kstimaies of Percentage of Musums 
FROM NFJIS. 1992-9? AtiOFHLiM 1991 Census 



The first approach of di iding the coun- 
trv into natural regions is ivolved from the 
works of L Dudley Stann, J N L Baker, 
O H K Spate and othcrsduriiig the first 
half of this century. The mphasis in these 
attempts was on physiogaphy, geological 
structure, climate and so.s (e g, Spate and 
Lcarmonth 1967]. Cont iuing in this tra 
ilition, in the post-indewndence period, 
several census monogra tis have proposed 
new methods for demreating regional 
divisions in an attempt tirevi.se and expand 
on the regions outlir-d in the earlier 
censuses. The latest ad the most ambi¬ 
tious of such efforts \iis made as a part 
of the 1981 CensusprofammelGol 1989). 
In this exercise, the d>tricts were classi- 
tied as belonging to fo rmacro-, 28 meso- 
and 101 micro-region. The distinguish¬ 
ing feature of this elort was its attempt 
loclassify villages ancowns in each di.strict 
of the country into sibmicro regions. 

In the second ap'roach, the aim has 
been to identify agriultural and economic 
regions for plann<n purposes. The em- 
IThasis here is on proiuction specialisation 
and’cconomic depe dency as the basis for 
regional classificat >n. One early attempt 
III this direction wn the agrarian regions 
proposed by Danri and Alice Thorner 
(1962). The Planing Commission has 
from time to timtinadc attempts to de¬ 
lineate resource levelopmcnt divisions, 
hackwartl areas ari agro-climatic regions. 
The regions ideuified by the National 
Sample Survey Cganisation (NSSO) ate 
an outgrowth of saCh an exercise. Perhaps 
the mo.st systemtic of these attempts was 
that of Sen Gupttiaud Sdasyuk (1968) w ho 
first evaluated th^inatural and population 
resource bases, Audied the agricultural 
and industrial re,ions, and proposed seven 
macro- and 42 ifteso-economic regions. 
Some later atteiiptti have tried to achieve 


the functional integration o( regions by 
considering ceonoinie ties and commod • 
ity (lows between places and areas |c g, 
Mishra, Siindaram and Rao 1974|. 

In the last category of such schema, the 
purpose has been to identify regions of 
socio cultural and linguistic similarities 
that had historically evolved out of socio¬ 
political interactions. The linguistic lor- 
mula was, of course, given pie-cminence 
in the reorganisation of state boundaries 
in 1953,1956 and 1960. An early attempt 
to identify the cultural 7.oncs t>f India was 
made by N K Bose. Subsequently, 
Ra.sheeduddin Khan (1973) had proposed 
58 cultural subregions, that follow ralhei 
closely the scheme of natural regions 
proposed by late Asok Mitra in his 1961 
Census report [Mitra 1965). Recently, 
Ashish Bose (1994) has made some broad 
generalisations about demographic /ones 
in the country. Mis attempt, however, does 
not go below the .state-level. 

Despite the different approaches t« the 
demarcation of regions, they do not finally 
lead to very dissimilar propositions about 
regional taxonomy. This is not very sur¬ 
prising because the natural characteristics 
of a region have a profound bearing on 
agricultural and economic practices, which 
in turn have affected .spatial interactions 
of inhabitants. Therefore, in the analysis 
of NFHS data, any convenient regional 
scheme can be chosen, as long as the 
regions defined are neither too large nor 
too small. A large region may not have 


the desirable properties of homogeneity 
and functional integration while a small 
legion may not have adequate represen¬ 
tation in the NFHS sample. 

Nh'HS «««/>/(' hy natural ri’fiinnx: The 
sampling design adopted in the NFHS 
constrains us to use the regional scheme 
employed in selecting the sample house¬ 
holds hir the survey. In the NFHS, rural 
sampling uniis in most .stales were .se¬ 
lected using lln^ 1981 Census list of vil¬ 
lages while the urban blocks were selected 
in most states using the 1991 Ccn.sus list. 
Priorto.selection, villages, cities and towns 
of a stale were, first siralitied according 
to the geographic criterion. In most stales 
the geographic criterion used was the 
geophysical division as propounded in the 
1981 Census study. In some stales, how- 
evci, alternate .schemes such as the agro- 
climalic regions appear to have been 
followed (c g, Maharashtra). Within each 
of thes.' legions, villages were further 
stratillcd according to .some socio-economic 
variables such a;> female literacy, di.stunce 
to nearest town, village size, etc. The 
primary sampling units (I’SUs) (villages 
and urban blocks) were then selected ac¬ 
cording to probability proportional to size. 
Since rural and urban PSUs of a state were 
selected independently, there is the danger 
• •f obtaining a skewed rural-urban break¬ 
up of sample households within a region 
if the errterion for re grouping the PSUs 
IS other than the one originally adopted 
for the sample selection. 


TaBIE 1. DiVI'RIIIUIION OF P,EC}IONAl DIVISIONS BY NUMBER OF SaMIM F iIOUSF.IIOl.DS AND 
t'vi.R-MARRii I) Women in 1992-93 


Disiribution Type 

<5(K) 

Si/e Class 

.500-1000 1000-1500 

1500+ 

Total 

Regions 

Average 

Size 

Households 

3 

34 

27 

12 

76 

1178 

Ever-marned women 

2 

35 

24 

14 

76 

1165 
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Keeping this in mind, it was decided to 
retain the geographic regions used in the 
selection of the sample. Although no 
.separate codes were provided for the 
natural regions in the NFHS data files, it 
wa.s possible to identify them from the 
district codes that were assigned as they 
were listed in the 1981 Census publica¬ 
tions. An examination of the distribution 
of sample households by natural regions 
showed that some of them were too small 
to derive estimates with any confidence 
from the NFHS dataset. It was therefore 
decided to merge the regions with a sample 
of less than 5(X) ever-married women with 
a contiguous region with which they had 
the greatest similarity in levels of literacy. 
After such a rearrangement, a total of 76 
regional divisions were formed. Table A1 
of the Appendix shows the regiotis by 
name, districts falling within each region, 
and the number of sample households and 
ever-married women in the NFHS. 

On an average, the NFHS covered 1,178 
households and 1,163 ever-married women 
per region. About half of the identified 
regions have less than 1,000 sample 
households and ever-married women 
(Table 1). About one out of six regions 
have over 1,300 sample households. Out 
of the 76 regions, 46 per cent have 40 or 
more PSUs (villages or urban blocks) and 
26 per cent have 30-40 PSUs and 21 per 
cent have 20-30 PSUs. The remaining 7 
per cent have 16 to 20 PSUs. Although 
we do not propose to compute the standard 
errors for each estimate, a few general 
points can be made in support of the 
numbers we are dealing with at the re¬ 
gional level. As reported above, the NFHS 
sample sizes were originally fixed with the 
objective of deriving estimates for rural 
and urban areas of each state. The sample 
sizes assigned for urban areas in many 
states were in the range of 1,200 to 1,300, 
not far different from our regional samples. 
Moreover, the minimum sample size re¬ 
quired for estimating different population 
parameters at the same level of confidence 
could vary quite a lot. For example, the 
sample size required for estimating con¬ 
traceptive prevalence rate is much smaller 
than what is needed for estimating infant 
mortality rate. Even for the latter, using 
longer time period for computing the rale 
can bring down the required sample size. 
However, our regional level estimates are 
generally based on a larger sample than 
that used for obtaining estimates for many 
social categories presented in the NFHS 
reports. The regional estimates discussed 
below could have been generated from the 
available NFHS data, but were somehow 
not a part of the tabulation plan. 


Comparisons with 1991 Census: One 
way to validate the NFHS estimates for 
the regions is to compare them with es¬ 
timates derived from alternative sources 
on some common variables. Only the 
population censuses provide data for 
geographical regions below the state. We 
have chosen two variables, female literacy 
rate and percentage of Muslims, for which 
both the NFHS and the 1991 Census data 
could be recast for the regional divisions. 
We have chosen these variables because 
the relevant census data arc fairly reliable 
as seen by the consistent patterns of re¬ 
gional variation found in successive cen¬ 
suses. The percentage of Muslims was 
chosen in particular because it could exhibit 
greater sampling variability owing to their 
limited presence in many areas. 

Figure 1 shows the scatter plot of the 
NFHS and the 1991 Census literacy rates 
for females. The basic data used in draw¬ 
ing this plot arc shown in the Appendix 
Table Al. It should be noted that the 
census-based figures refer to women aged 
seven years and over, whereas the NFHS 
estimates are forever-married women aged 
13-49 years. Despite this difference, the 
consistency in the regional variation in¬ 
dicated by the estimates from the two 
sources is remarkable. The Pcarsonean 
product-moment correlation between the 
two is as high as 0.973. 

Figure 2 shows the scatter plot of the 
estimates of percentage Muslims from the 
two sources. It is again clear that the' 
agreement between the two sources is quite 
high, and the coirelation between the 
estimates from the two sources is 0.968. 
However, a few individual anomalies must 
be noted. In comparison with the 1991 
Census figures, the NFHS estimates of 
percentage of Muslims are lower in 
Telangana (8 per cent against 13 percent), 
and higher in southern Andhra coast (11 
per cent against 6 per cent). The NFHS 
appears to have underestimated the Mus¬ 
lim population in Kerala, especially in 
northern Malabar and southern coast. In 
Jammu, the NFHS .seems to have dispro¬ 
portionately missed out on Muslim house¬ 
holds. The NFHS estimate of Muslims in 
Jammu isabout 13 percentage points lower 
than tiic corresponding 1981 Census es¬ 
timate. (No census was conducted in 
Jammu and Kashmir in 1991; hence the 
reference to the 1981 Census estimate.) 
Barring these few exceptions, the agree¬ 
ment between the two sources on the 
regional distribution of Muslim popula¬ 
tion is quite good. The root-mean-square 
deviation between the NFHS and census 
estimates of percentage Muslims turns out 
to be only 3 per cent. 


At the natioial level, female literacy rate 
was about 40 ler cent and the percentage 
of Muslims in he population was only 12. 
In both the c ises the regional .sample.s 
from the NFI S have performed well in 
distinguishing the regions with high val¬ 
ues of these va iables from tho.se with low 
values. This i an important result as it 
raises one’s c mfidence in the regional 
estimates pres nted below on many indi¬ 
cators for whi( 1 NFHS is the only source 
available. 

Another conlistency check we did was 
with respect to ural-urban distribution of 
the population, ince rural and urban PSUs 
were selected i idependently, the sample 
distribution of tirhan-rural population in 
a region may ni exactly correspond with 
that of the 199l|Census. The consistency 
check showed 4iat the differences were 
marginal. The i-orrclation between the 
percentage of saipple ever-married women 
in urban areas pf each region, and the 
percentage of url:^n population in the same 
region according;to the 1991 Census, was 
0.94. The rooi fnean-square deviation 
between the NFHS estimate and the cen¬ 
sus figure was Ids than 3 per cent. How¬ 
ever, in five out of the 76 regions, the 
devmtion was 10 13 percent. Even in their 
cases, a re-weighting of rural and urban 
estimates would be of little consequence 
to the regional parameters di.scussed below. 

In Table A 3 nl Jhe Appendix, data on 
36 indicators derived from the NFHS date 
set are presented on which very little in¬ 
formation was available thus fur at the 
regional level. T^e definition of cacli 
variable and some i|Uulifications are listed 
in Table A2 of the Appendix. The regional 
patterns suggested some selected vari 
ables from this list would be discussed 
below with the aid of maps. For case oi 
exposition, we have classified the indica¬ 
tors into three groups; (i) demographic 
variables, (ii) proximate determinants and 
policy variables, and(iii) socio-economic 
variables, and each group will be dis¬ 
cussed separately. 

The maps have been drawn using a 
Geographical Information System (GIS) 
software package callc(f POPMAP, devel¬ 
oped by the UN Statistical Division. The 
boundaries of regions'and the political 
divisions shown in themap are only in¬ 
dicative, and arc not drawn strictly to 
scale. Except in a few cases the class- 
interval used in the maps for each variable 
represents equal number of cases (i e, 13 
regions). Thus the lowest class interval 
has bottom 20 per cent of the regions and 
the highe.st class-interval contains the top 
20 per cent of the regions. Higher clas.v- 
intervals are shown with darker shades 
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FrouRE 3: Average Number ip Children Ever-Bdkn -ni Women oe Ages 
4(M9 Years IN 76 Lokinal Division!!, NFHS, IWI-yi 



Roure 4; Levels or Total Fertiuty Rate during 0-9 Year Period 
Prutedinu the Survey in 76 Rfgionai Diviskins, NFHS. 1992-93 



and lower ones with Ighler shades. Sinec 
Kashmir and Sikkim vere not covered in 
the NFHS, their area are left blank in the 
maps. 

Demograplic Varlable.s 

In this section wc siall discuss the spatial 
patterns of two key d mographic processes, 
fertility and mortaity. On fertility, wc 
have selected twe indicators from the 
NFHS data set, ic mean number of 
children ever bornto women aged 40-49 
years in l992-93,and total fertility rate 
(TFR) computed rom the births that had 
occurred to womn in the 10 years pre¬ 
ceding the intervew. The first measure 
gives the actual completed family size 
(CFS) of womei who were born in the 
1940s and had heir major part of the 
child-bearing piriod in the 1970.s. The 
second mcasure>hows the expected com¬ 
pleted family s'* according to the age- 
spccific fertilit' rates of the 1980s. Ttie 
cohort measurecould be subject to con 
siderable .samplng variability as it is based 
only on womei of ages 40-49 years at the 
time of the suvey, who on an average, 
numbered aboil 2(X) in a region. In the 
case of TFR, \ e have taken the expttsure 
period of 10 ’^ars (instead of the three 
years used in the NFHS state-level esti¬ 
mates) to redice the influence of sampling 
errors. Also, nking a 10-year interval may 
have reducedthe influence of errors sus¬ 
pected to be ircsent in the reported dates 


of birth of children (Dhat 1995; Narasimhan 
ct al 1997J. 

It is u.seful to assign u time period to 
the estimates of cohort fertility in order 
to compare them with the estimates of 
TFR to get an idea on the time trend. A 
simple method is to assume that all the 
■ births of the cohort occurred at the mean 
age at childbearing, which was around 28 
years in the 197()s. Thus the completed 
tumily size of the cohort aged 40-49 in 
1992-9.3 could be rcllccting the total 
fertility rate of the period 1975-76 'I'hc 
TFR estimated Innn the births to women 
in the period 0-9 years preceding the survey 
can be directly assigned to the year 
1987-88. The accuracy of these date as¬ 
signments for the two measures from the 
NFHS can be cross-checked against the 
annual estimates of TFR from the Sample 
Registration System. At the national level 
this source registered a TFR of 4 9 in 1975 


and 4.0 in 1988. These figures aic almost 
identical to the t'FS and TFR estimates 
from the NFHS (4.84 and .3.98. respec¬ 
tively). Thus flic comparison of the CFS 
and TI43 cst imates from the NI'HS can gi vc 
us a fairly accurate picture of the regional 
patterns of lertililv change during the 
12 13 year period, fnmi 197.5-7610 1987-88. 

The estimates of CFS show that among 
the 76 regions, none had a total fertility 
under .3 births per woman around 1975; 
12 were in the range 3-4, 35 in the range 
4 5 and the remaining 29 regions were 
above five (Table 2), The e.stimates of 
period Tl'R show that around 1987 there 
were 13 regions with total fertility under 
three; 45 between 3 and 4, 32 between 
4-5 aiul only eight regions were above 
five. In effect, after the lapse of 12-13 
years since 1975-76, only 30 per cent of 
the regions had remained in the .same total 
fertility class in which they were in the 


Taui I .£ ()i.viRiBunoN oE Ri (,ii)S\i. Divisions by Comi'Leii u F.smily .Si/i ANuTorAi. 
Fe.riii.M'i Kati in 1 -87, NFHS IW2-93 


Size Class 
of Total 
Fertilily 

Complied 

Family 

Si/c 

Tol,il 

Fertilily 

Kate 

1987 

C hangc by CFS Size Class 

Regions Remaining 
in Class (Per Cent) 

Absolute 

Fall 

Per Cent 

Fall 

< 3 

0 

10 




3-4 

12 

14 

33 

0 9.3 

25.6 

4-5 

.15 

24 

20 

0 94 

21.0 

5-6 

26 

7 

23 

0 90 

16.7 

6-e 

3 

1 

33 

0.87 

13.4 

Total 

76 

76 




Mean 

4.7 

3.8 

24 

0 9 

20.0 
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TFR &-9 Ysari before Survei NFHS-1 


Figure 5; Decline in Total Fertility Implied by Comparisons op 
Cohort Fertility wn ii Period Fertility Rates in 76 Regional 
Divisions. NFHS, 1992-93 



Figure 7; Estimated Levels of UndeiLS Mortality Rate (q,) in 
76 Regional Division.s, NFHS, 1992-93 



Figuri 6: ( omhakison of Ri gionai Estimates oi Toiai Fertility Raie 
FROM iHi. NFHS, 1992-9J wiiiiTiio.sf from 1991 Census 


FkiI'RI. 8' Comparison of Rigional F.stimaifs oi 11ni)lr-5 Mortai its 
Ratf (o,) from nil NFHS, 1992-93 wiiii Thosl from the 

1991 Census 



^ Birih-ordcr-hawlTFR IWl O 

mid-1970s. In absolute terms, on an aver¬ 
age, total fertility haddroppcd by 0.9 births 
per woman, in every class interval of total 
fertility. In percentage terms however, 
region.s with lower fertility levels in the 
mid-1970s, had experienced larger reduc¬ 
tions in the subsequent 12 13 year period 
(Table 2). In an earlier analysis using the 
district-level census data, evidence was 
found of stagnation in fertility decline in 
areas with a medium level TFR |Bhat 
1996J. The regional estimates pre,si'ntcd 
here from the NFHS fail to corroborate 


that finding. However, the NFHS e.stimates 
confirm the earlier finding that there had 
been suustantial reductions in fertility 
throughout the length and breadth of the 
country, not just in a few pockets here and 
there. Inall the 76 regions, the TF-'Re.slimate 
for 1987-88 was lower than the cohort ferti¬ 
lity (i e, CFS) estimate for the mid- 1970s. 

Figures 3 and 4 show the regional maps 
of completed family size and period total 
fertility. To enhance comparability, we 
have used identical graphical patterns for 
the same class intervals m the two figures. 


Under A Munniily Rwc. PWl Ccn-ul 

Figure 3 shows that around 1975, the total 
fertility was above five in entire Assam 
and Bihar, northern Bengal, Uttar Pradesh 
with the exception of Kumaon region, 
northern and eastern Madhya Pradesh and 
parts of Haryana and Rajasthan. All these 
regionsaregeograpbicallycontiguous.On 
the other hand, total fertility was under 
four in some pockets, in almost entire 
Kerala, Kongunad of Tamil Nadu, Konkan 
and Western Ghat regions of Maharashtra 
(Desh), and in coastal Andhra Pradesh. As 
Figure 4 shows, by the late 1980s, the area 
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-.ure 9: SiNCuUkTE Mean A< at Marriage oi- Women (SMAM) is 7h 
Regional Ditsions , NFHS. iy92-<<3 


f UUIRE 10 . Pu,< I NlA.-.EOECl RRrNTI.V MaRRIEO WoMEN UmNO ANV 

Mithod oi- Comru n-i-K.N IN 7(. Rigionai. Divisions. NHHS. 



Ii.i.ui II l•ll«^^l^(.l OI EMI-OKVIIV Ml moil I'si K-' \mo .t. I si km'I Am 
Ml I'llolis OI- OiSTRACir' )N IN 7G Ruiio'.'i Nl-IIS. I'W- ‘H 


liorm 


12 PimlMSOI <11 WoMI N Ul< IIVINI. AmINMAI ( AHI OUklNIi 

I’KK.NVM I IN 70 Kh.ionai Divi-.ions, Nl-IIS, \W2 



with high fenilty (i c, TPR above live) 
had shrunk con-iderably in size. Iicovcred 
only north Bilar plain (Mailhila/Tirhut 
region), Uttar Iradcsh excluding Kumaon 
and Chambal iivines of Madhya Pradesh 
(Mai wa north) In the entire south, exclud¬ 
ing the semi-iritl regions of Deccan pla 


tcau, lot, ! fcriility had dropped Oelow 4 
by 1987; and in most pans of Kerala, 
Tamil Nadu and in Konkan coast, Tl'R 
was below 3. The total fertility had lallcn 
below 4 in a few regions of northern 
and eastern India too. In the north, these 
were adjoining regions of Punjab, Haryana, 


Himachal Pradesh and Jammu. Intheeast, 
they were Orissa, southern Bengal and 
southern states in the north-eastern India. 

Figure 5 shows the decline in total 
fertility implied by the comparison of CFS 
with TFR. The class intervals used in the 
map are according to the percentile dis- 
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FiciUKi: 13: PsRrtNTAOii of Birttis Assism) »v Trained Health 
pROFFssioNALs IN 76 Rioionai DIVISIONS. NFHS, 1992-93 





Births Assisted by 
Professionals (%) 

m 33-41 

■ 42-55 

■ 56-99 
Non-applicable 


Figure 14: Percentagf of FiiLLV-lMMUNiski 
Months in 76 Ruiional DiVLsioNf 


:d Children of Aoe 12-23 
NFHS. 1992-93 



f 


Child Immunisation (%) 


Non-applicable 


tribution of'rcgion.s. In the 76 regions, the 
implied diop in total fertility varied from 
0.1 birth per woman in southern uplands 
of Uttar Pradesh (Bundelkhand region) to 
1.8 births in south Malabar and western 
hill region of Kerala. It was earlier ob¬ 
served that the magnitude of decline was 
not a function of the level of CF-S. Figure 
.“i however shtiws that there was some 
regional variation in absolute quantum of 
deeh lies i n fert 1 1 i ty. Mo.st regions of Kerala, 
Tamil Nadu and Karnataka had a decline 
of more than 1 birth per woman, roughly 
during the period 1975-87. Assam, 
Saurashtra region of Gujarat, Jammu and 
a few other pockets appear to have had 
a fall in fertility oi - imilar magnitude. But 
in most parts of Rajasthan, Madhya 
Pradesh. Uttar Pradesh and Bihar, fertility 
haddcclinedby less than I birth per woman. 
Thus fcrtih:/ decline appears to be driven 
by .some region-specific factors rather than 
simply by the level of fertility. 

How reliable aie these findings? Fortti- 
naiely, an alternate source is available to 
check the reliability of regional patterns 
of fertility thrown up by the NFllS esti¬ 
mates. It is po.ssibic to estimate total ferti lily 
fronitlic 1991 Census data through several 
methods at the district level. They can be 
pooled to provide estimates at the i egional 
level. As a part of another pixiject, we liavc 
made estimates of TFR at the district level 
u.singthebirth-orderdataofthe 1991 Ccn.sus. 
These have been recast to pioducc re¬ 


gional estimates and are shown in Apjien- 
dix Table A3. The census-based estimates 
refer to the year 1990 and they can usefully 
be compared with tTie TFR estimate from 
the NFllS, roughly for the period 1987-88. 

Although the estimates of TFR from the 
two sources refer to slightly different time 
periods, at the all-India level, the two 
estimates arc identical at 4.0 births per 
woman. In assuming that fertility levels 
were falling during this peritxl, the com¬ 
parison suggests that the estimate ofTFR 
from the NFH.S for all-India had a slight 


downward bias In Figure 6 we have pUitted 
the census-ba.scd cstiintitcs for 1990 against 
the NFHS-based estimates for 1987-88. 
The consistency between the estimates 
from the twi> sources appears to be quite 
good, except for a few conspicuous out¬ 
liers. All ol the outlying regions are from 
north-ca.stern India for which the TFR 
estimates from the NFHS arc substantially 
lower than the censtis-based estimates, 
some of them by as much as 2 births per 
woman. Specifically these regions are 
Nagaland, Mizoram, Meghalaya, Manipur 


Taiilf 3. PiiRCLNiAi.r OF Hou.sciiol.ns Having Various A.ssf.is and Wnioiir Givin to Faiti Assi-t in 
Di riving a Compositi Indfx, NFH.S 1992-93, All-Inoia 


Sr No Assets 

Percentage 

of Households 

Inverse Ratio to Assigned Wciglit 


'vilh Assets 

1 .aiulholdin); Pcrecntaac 

in Rural 


Rural 

Urban 

Rural 

Urban 

Areas 

1 l.ivestcK'k 

6/ 0 

14.3 

1.0 

1.3 

J 

2 Lund (any) 

64.0 

19.0 

1.0 

1.0 

1 

3 Irrigated land 

37 I 

10.0 

1.7 

1.9 

1 

4 Clock/walch 

43.1 

78.7 

1.5 

0.2 

2 

5 Bicycle 

39.7 

47 5 

1.6 

0.4 

2 

6 F.Icctrilied house 

38.7 

82.8 

1.7 

0.2 

2 

7 Radio 

3I.6 

59.4 

2.0 

0.3 

2 

8 Seini-pucca house 

28.4 

26.2 

2.3 

0.7 

2 

9 Sewing machine 

11.3 

35.7 

5.7 

0.5 

3 

10 Pucca house > 

I1.2 

56.6 

5.7 

0.3 

3 

11 Television 

8.9 • 

51.7 

7.2 

0.4 

3 

1 2 Moiorcycic/scootcr 

3.8 

19.2 

16.8 

1.0 

3 

13 Refrigeialor 

1.7 

20.1 

37.6 

0.9 

3 

14 Car 

0 3 

3.2 

2133 

5.9 

3 

1'olal saiiipic 

64138 

24424 



29* 


Now. * The maximum possible is only 29 since a household can have either a pucca house or a semi- 
pacca house, but not both. 

Sonn e: International Institute of Population Sciences (1993). 
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l-iowE 15: Percentaoe of (hii.dren of 1-47 Months 
Who Were Underweight FORllHEm Age in 76 Regional 
Divisions. NF)S. I‘192-93 


Figure 16. Compaklson of Regional Estimates of Unoer-5 
Mortality Rate, (o,) with Pf.ri'entage of Underweioiit Children of 
,A(ii 1-47 Months. NFHS. 1992-93 




.mil iioiih-we.slcrn region c As.sam valley. 
Aliliough both the souros could be in 
Cl I or. v'e are inclined to>u.spect the ac¬ 
curacy of the NFH.S csimates in these 
uiscs as there are reason to believe that 
NFII.S data collection wiilc in the.se re- 
jioiis had suffered on ac ojunt of the lack 
I'l laniilianty of ficldvirkers with the 
icirain. The overall corelation between 
ihc estimates frtini the tv i sources is 0.80. 
However if the cstimaL'S for the iiorth- 
c.istern regions are exclidcd. the correla- 
Hoii rises to 0.92. Thi is a remarkable 
level of consistency, gven the approxi¬ 
mate nature of the bin-order-based cs 
'iinatcs of TFR, poor quality of census 
(l.ila on fertility, and t c sampling errors 
m the NPHS-based climates. 

We iiirti out attenti n now fco the esti- 
nwies of mortality. /Ithough the NI HS 
had included a quest m on deaths in the 
household during the wo years preceding 
the survey, the dati could be severely 
alfected by samplin; and non-sampling 
eriois. E-ven the stae-level estimates of 
viiidc death rate cany a relative sampling 
erior of about .5 per-cnt. However, child 
mortality estimates (including infant 
mortality) derived rom the responses to 
Muesiions put to wonen tin their fertility and 
survi ving c*hildrcn a e subject to le.sssevere 
torms of errors. Heice we shall conf^ne our 
Jiseussion to estimites of child mortality. 

There arc two alernate approaches for 
estimating child mutality from the NFHS 
data. Using the iiformation on dates of 
birth of children from woman’s birth- 
history data, the |it>babiiitics of survival 
horn birth to variHis childhood ages can 
he estimated. Alufnativcly, estimates of 
‘diild mortality can be made using the 


'Hiass-method' from the data on children 
ever horn and children surviving among 
women of various ages In this mdireet 
method, the birth hisiory information is 
not used, but the trajeeiory of births in the 
years preceding the survey is approxi¬ 
mated from the distrihuiion of children 
ever-boiii to women ol differenl age 
groups. The I'iisi ineihnd gives the exact 
estimate if the input data uie free ol 
eirisrs. The .second makes less demand on 
the data, but gives only apprtiximate 
levels. 

In the NFH.S reports, esiimates derived 
Itom the former method are presented. 

I lowc ver, appi icai ion ol I he secoiul metIuKi 
to ull-Indiad.iia has shown that it piovidcs 
higher e.stimates of child mortality that are 
closer to the SRS esiiiiialcs |Bhat 1998). 
It may be notcsl that the direct method 
would underestimate child mortality il the 
reported ages of children arc higher than 
their true age (i c, (lecurrencc of birth is 
displaced backward in time). Since there 
is evidence suggesting that such errors 
were present in the NFHS birth history 
data (Bhat 1995), we have used the second 
method for making regional estimates of 
child mortality. 

In Table A.3 of the Appendix we have 
presented the ‘graduated’ estimates of 
undcr-5 mortality rate (qj) for the 76 
regions. Graduation is the process of 
smoothing or averaging estimates derived 
for different ages with the help >if a mode! 
or a mathematical function. Generally, 
estimates of under-5 mortality arc not 
recommended for use without graduation 
becau.se they are based only on the re¬ 
sponses of women aged 30-34 years at the 
time of interview. Our estimates of qj 


were derived after graduating the child 
morialily estimates (q.,, q^, q.^ and q|„) 
deri ved i rom the responses of women aged 
20-39 years at the lime of Ihc survey. 
Another point to he noted is that child 
morialitv eslimuics deri vctl from the survey 
do not rcter to the siirs'ey year, but to a 
period that depeiicls on the age intervals 
ol women used m their eomoutulion. The 
q^ estimates presented here refer approxi¬ 
mately to a time period six years before 
the survey, or roughly to the year 1986-87. 

For India as a whole, the estimated level 
of under 5 mortality was 137 per 1,()IX) 
births in 1986-87. In the 76 regions its 
level varied from 214 in north-western 
uplands of Madhya Frade.sh (Chambal 
ravines) to 17 in Nagaland. The lower 
limit of ihe range was probably an under¬ 
estimate; -he next lowest Fgurc was 31 in 
ecnlnil loasi ol Kerala. Fugurc 7 gives the 
map showing the regional variation in 
child mortality. The five class intervals 
used in the map have equal number of 
cases. The top 40 per cent of the regions 
where undcr-S mortality exceeded 130 per 
1,000 births in Ihe late 1980s, were in 
Assam, Orissa, Madhya Pradesh, Uttar 
Pr .desh (excluding the Uttarkhand region), 
north Bihar, eastern Rajasthan, northern 
parts ofGujurat and West Bengal. In much 
of Uttar Pradesh, Madhya Pradesh and 
Orissa, the under-5 mortality was over 150 
per 1,(KX). Regions in south India where 
ohild mortality exceeded 130 births per 
woman were in Mydcrabad-Kamataka 
region, Rayalasccmu, and Baramahal re¬ 
gion (eastern uplands) of Tamil Nadu. On 
the other hand, the bottom 40 per cent of 
the regions where q^ was under 90 per 
thousand were cither in west coa.st of India, 
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adjoining Ghat sections, or in north-west¬ 
ern plains and Himalayan region, or in 
north-eastern India. However, among 
these, quality of NFHS data for the north¬ 
eastern regions appears suspect. 

In the case of child mortality loo. the 
1991 Census provides .some data fur check¬ 
ing the dependability of the NFIKS esti¬ 
mates. The indirect estimates of child 
mortality from the 1991 Census have been 
computed at the district level by the census 
organisation and other rc.scarchcrs (India, 
Registrar General 1997; Rajan and 
Mohanachandran 1998). We have also 
independently generated similar c.stiniate.s 
from the census data, with only minor 
changes in estimation methodology. In 
particular, we have graduated the child 
mortality estimates (q 2 and q^) computed 
from the responses of women aged 20-29 
years at the time of the census. Data for 
older women were not used, as they appear 
to suffer from .serious recall errors. The 
estimates of undcr-S mortality so derived 
cun be aggregated to provide estimates at 
the regional level. The.se have been shown 
in the Appendix Table A3. The census- 
based c.stimates refer to a time period just 
one year later than the NFHS-based es¬ 
timates (i c. 1987-88). 

Figure 8 shows the scatter plot of the 
estimated of child mortality derived from 
the two sources for the 76 regions. Al¬ 
though there is a positive association bet¬ 
ween the two sets of estimates, the cor¬ 
respondence between the two is not very 
satisfactory. For most regions, the NFIIS- 
based estimates of child m'urtality are 
significantly higher than the census-based 
estimates. At the national level, the esti¬ 
mated under-five mortality rate is 137 per 
1 .OOO from the NFHS whereas it is 97 from 
the 1991 Census, though both refer to ap¬ 
proximately the same time period. .Such 
a large discrepancy could not have occurred 
from the sampling errors in the NFHS. 
Further, as reported earlier, the NFHS esti¬ 
mate is close to SRS estimate for the same 
time period. Therefore the only conclu¬ 
sion thai can be derived is the poor quality of 
the 1991 Census data on child mortality. 

There arc, however, a few regions for 
which the NFHS data imply lower child 
mortality than the census. These regions 
are the following; north Malabar and south 
coast of Kerala, the desert region of 
Rajasthan, Nagaland, Meghalaya and 
Mizoram states of north-east India. Among 
these, child mortality estimates from the 
NFHS arc unbelievably low for the ex¬ 
tremely arid region of Rajasthan and for 
the north-eastern states. TTiey could be a 
result of the problems in data collection 
in these difficult regions. Owing to some 


recent media attention to the topic, a brief 
comment may be in order on the low 
figures found in two regions of Kerala. 

Although in the two regions of Kerala 
the census-based esti mates are higher than 
the NFHS estimates, for the state as a 
whole, the two sources suggest very simi¬ 
lar levels of under-5 mortality rate (47 and 
45 per 1,000, respectively). This is be¬ 
cause in south Malabar and Hill districts. 
NFHS e.stimate is higher than the census- 
based estimates. In comparison, the under 
five-mortality rale for the state implied by 
the SRS child death rales fur the same 
period was lower by about 20-25 per cent 
(36 per 1,000). However, much larger 
difference is seen in the estimates of infant 
mortality, if the census-ba.sed child mor¬ 
tality estimate is converted into an esti¬ 
mate of infant mortality, using a ‘model’ 
life table. This is bccau.se infant mortality 
estimates derived from indirect methods 

I 

are sensitive to the assumption regarding 
the age patterns of mortality within the 
childhood ages. The estimates of under- 


5 mortality aij less sensitive to this as¬ 
sumption. Henj :c they should be u.sed rather 
than the infaiji mortality whenever the 
comparison i i^olves estimates bused on 
indirect meth 

Returning t the subject of regional 
variations at t national level, the prob¬ 
lem is not simijly that estimates from one 
source arc coisiderably lower than the 
other. There isi onsiderable disagreement 
on the spatial \ iriation in child mortality 
levels. The ovei ill correlation between the 
estimates from the two sources is only 
0.70. In our Jui gment, the major part of 
the blame for tic relatively poor consis¬ 
tency should gojto the poor quality of the 
census data on c^ild mortality. Even in the 
ca.se of Kerala jjist discussed, the NFHS 
appears to provide a more reasonable 
spatial pattern of child mortality vuriutioii 
than the ccnsus„i*ven though the former 
was subject to greater sampling variabil¬ 
ity. The strong geographical clustering of 
regions of high and low levels of diild 
mortality that is seen in Figure 7 could not 


Tabi I 4. Data on Sn.i-c-rFn IIiaiih and Sorio-F-'coNOMtr Indicatorshor Si.um, Srsn-Si uv and 
Non Si.um Areas up Dpi hi. and Their Comparison with CoNDiriuNs in Upiar Hradlmi 
AND Bihar, NFHS IW2 V.l 


Indicators 

Slums 

Seini- 

Slums 

Non-Slums 

Urban 

Delhi 

Uttar 

Pradesli 

Bihar 

Stunple (hstnhution 

Households 

1266 

802 

1309 

3377 

101 10 

4748 

Ever-marricd women 

KWO 

786 

1313 

1189 

11438 

5949 

Liviiif; contlinons 

Pucca house 

M 4 

86 V 

93.2 

SO 5 

20.1 

15.5 

Electricity 

VO ()■». 

98.3 

98.8 

4 

31.9 

16.6 

Persons per room * 

.V4 

2.7 

1 9 

27 

3.0 

2 8 

Flush toilet 

54.6 

79.8 

2 

;5.2 

12.7 

13.2 

Access to piped drinking waici 

75 8 

85.5 

96 2 

85 0 

18.0 

8.5 

Cias/clcclricity lor cooking 

IV 8 

59.0 

81.5 

53.0 

9 1 

5.3 

Radio 

46.5 

6V.7 

81.3 


32 6 

26 9 

Television 

47.V 

79.4 

88.5 

71.1 

16.8 

10 6 

Rol'rigcralor 

11.2 

42 1 

74.8 

4.1.2 

5.7 

3.4 

Bicycle 

41 7 

41.4 

41.5 

42 3 

58 8 

37.7 

Molorcycle/.sc(K)ler 

V.5 

23.3 

46.8 

27 2 

7.4 

6 2 

Motor cur 

0.4 

3.4 

20 1 

87 

0.9 

0.9 

Health and mortality 

Under-5 mortuhly rate* 

122 

93 

54 

92 

183 

154 

Underweight children 

52.2 

33.9 

29.8 

40 1 

51.4 

62.2 

Antenatal cate 

77.9 

88.4 

95.4 

86..1 

47 3 

38.0 

Insiilulioiial deliveries 

25.8 

51.2 

79.1 

49.7 

12.0 

11 9 

Tiained birth uiicndance 

36.7 

61.9 

83.9 

58.5 

18.0 

19.1 

Fully-immunised children 

50.0 

60.6 

70.6 

59.2 

19.9 

10.8 

Feitilitv and family planning 

Completed family size* 

5.1 

4.7 

3.3 

4.3 

6.0 

5.2 

Total fertility rate* 

4.5 

3.5 

2.5 

3.4 

5.3 

4.8 

Me- n age at marriage of women* 

19.2 

21.2 

22.7 

21.1 

18.5 

17.3 

Contraceptive prevalence rate 

49.8 

63.2 

68.3 

60.7 

19.8 

23.2 

Son piefercnce 

39.8 

34.5 

20.1 

30.4 

56.6 

55.8 

Social indicators 

Literacy of ever-mamed women 

34.5 

61.5 

88.5 

63.4 

24.3 

21.7 

Literacy of their husbands 

72.2 

86.4 

96.6 

85.7 

64.9 

55.3 

Per cent Muslims 

12.9 

10.6 

6.3 

9.6 

17.3 

15.7 

Joint households 

31.3 

33.0 

36.5 

33 7 

48,3 

50.2 

Ftunale work participation: 

a) Salaiicd/wagc employment 

10.8 

9.7 

12.6 

11.3 

3.2 

15.5 

b) Unpaid/scif-employed 

9.8 

8.5 

7.7 

8.6 

10.2 

9.4 

Exposure to mass media 

75.8 

90.6 

95.1 

87.4 

35.5 

29.5 


Notes. * Fxcept for the.se indicators, all are in percentages, nu - not applicable. 
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Fi(.i:re 17: Pekcentaoe of Wokji in Rural Ari as Who Were Visited at 
Home by a Health Worker Eiiier for Antlnatai. Care, or for Famii \ 
|)i assino Foluiw-up Service i. 76 Regional Divisions. NFHS. 1W2-'J.i 


Fiuure 18; Percent AOL or Women Reoulari y Exposed to Any Mass 
Media in 76 Rfoionai Divisions, NFHS. 1992-93 



have ari.scn if the Nl'I S csliiiuilcs weic 
subject to large saniiling errors. The 
regional estimates of nalnutrition among 
children, di.scusscd lati in this paper, show 
stronger correlation A'ith NFHS-ba.sed 
estimates of child motality (0.71), than 
with the census-basi,l e.stimatc.s (0.47). 
rhereforc, barring a f w instances already 
mentioned, the rcgioial estimates of child 
mortality based on lie NFHS seem more 
dependable. 

Ill 

Proximate Dderminants and 
Programmatic Variables 

The proximate leterminants are the 
intervening (or inic mediate) variables that 
the .socio-cconomc and policy variables 
must influence in order to lower the fer¬ 
tility and mortalit; levels. From the NFHS 
diua .set we have .ixtracted data for three 
liroximate deterninants, namely, age at 
tirst marriage o) women, separation of 
spouses, and kniwiedge and use of con¬ 
traceptive metheds. The NFHS al.so pro¬ 
vides data on two other important proxi¬ 
mate determinmts, breastfeeding and 
induced abortion The examination of state- 
level informatiin on breastfeeding dura¬ 
tion suggests thit it is not prone to a great 
deal of regiona variation, hence it is not 
considered here. The data on induced 
abortions are otsuspect quality, and would 
he subject to lirge sampling variability if 
estimated at th; regional level. Hence, the 


van.ihlc was dropped Irom ilic analysis. 

On proximate dclcrimnanls of child 
mortality, we have considered the extent 
of-intenatal care of pregnant women, place 
of delivery and person attending the de¬ 
livery, child immunisation and nutritional 
levels of children, besides these, we have 
also extracted data lor a few policy vari¬ 
ables, such as die extent of home visits 
made by the health workers and reach of 
family planning messages through elec¬ 
tronic media. The proximate determinants 
of fertility are first taken up for discussion. 

ProximtUe determinants of fertility: The 
NFHS has collected direct information on 
age at first marri age i if ever- married women 
and their husbands from which the mean 
or median ages at marriage can be com¬ 
puted for various time periods oi cohorts. 
Alternatively, the e.stimate.s of ‘singulaic’ 
mean age at first marriage (SMAM; can 
be computed indirectly from the age-sex- 
marital status ot the population. Since 
estimates from the indirect method are 
likely to be less prone to sampling fluctua¬ 
tions, we have followed the second method. 

The mean age at marriage of females 
was about 19 years at the all-Ind'a level. 
In the 7b regions, the level of SMAM 
varied from 16 years in the north eastern 
uplands of Madhya Pradesh (BundclkhantV 
Baghelkhand region) to 25 years in Goa. 
Figure 9 shows the map of the regional 
estimates of SMAMs for females. The 
regional contrasts are striking. The mean 


.tgc marriage of females is over 21 years 
on entire west coast of India, .Saurashtra, 
and in parts ot Punjab, Himachal Pradesh, 
Jammu, Assam, Manipurund Tripura. On 
the other hand the mean age at marriage 
is lower than the legal minimum of 18 
years in the whole of Kajastlian, Madhya 
Pradesh, north Uiharund in central Deccan 
plateau, covering parts oi Maharashtra, 
Karnataka and Andhni Pradesh. It is i ntcrc.st- 
ing to note that .spatial variations do not 
respect any state boundaries; nor cun the 
differences be characterised simply as a 
disparity between the north ami the south. 

In Table A3 we al.so have provided data 
on the proportion ".f currently married 
women among all w'omcn in the age interval 
15-49 years, by region. They show very 
similar spatial patterns of variation as the 
.SMAMs. I Icnee they are not di.scusscd here. 

Separation of spouses is another proxi¬ 
mate determinant that affects fertility. Al¬ 
though the data on it were collected in the 
NFHS, they were not di.scusscd in the 
survey reports. Table A3 of the Appendix 
gives data on currently married women of 
age.s 15-49 years whose husbands were 
living elsewhere at the time of the survey. 
It should be noted the NFHS had also 
covered women who were visitors to the 
sample households to compen.satc for the 
usual residents who had gone elsewhere 
temporarily. The inclusion of visiting 
women would overstate the extent of sepa¬ 
ration of spouses that result from labour 
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CRISES, REFORMS AND RECOVER 

Experience and Outlook for 2000-2010 ■ 

An invitation conference ! 

At SCOPE Convention Centre, SCOPE Complex, Lodi Road, Neyv Delhi (India) 

3-5 January 2000 
Jointly organised by 

Faculty of Management Studies. University of Delhi 
Indian Industrial Relations Association 
International Management Institute 
Standing Conference of Public Enterprises ' 

Economies, industries and enterprises aii over the worid have experienced excessive turbulence recently in 
their fortunes. Socialist command economies collapsed. Failure of even the miracle market-economies of East 
Asia and others brought global shock waves all over. Prosperous and stable economies of West Europe 
experienced high incidence of unemployment. Their social security system came under severe strains. The 
question that is being asked is: Is social disintegration the price of economic integration? 

Financial institutions and capital market demonstrated their malfunctioning. Labour markets faced turbulence. 
Unemployment, downsizing, deskilling, delayering and performance-linked compensation emerged as familiar 
recipes of reform. Is labour becoming a redundant resource in the process of globalisation, liberalisation and, 
privatisation? 

Technological aids became necessary for competitive efficiency. But the social fall out demanded pointed 
attention. Can technological change be without tears? 

Search for transparency, accountability and better results led to capital reforms and industry specific reforms. 
Regulatory authorities have emerged in different forms and shapes. Better corporate governance became urgent 
necessity. Restructuring, mergers and acquisitions, strategic alliances, sickness and closures followed all over. 
What has been the balance of experiences in issues in this regard? How does one cope with the resultant 
inequity in the distribution of pains and gains? What are the prospects for a better and brighter future in teims 
of competitive efficiency, employment effects, and social equity? 

The conference would focus on the following areas: 

• Policies of financial institutions - international and national - and thtfir impact 

• Capital markets and financial institution reforms 

• Technology and market led changes in product and labour markets and industry structures 

• Enterprise reforms, restructuring and corporate governance 

• Skills renewal and social safety nets 

• Public sector and public systems reforms - Efficiency and equity issues in disinvestment 

• Deregulation and reregulation - Inefficient utilities vs. insufficient regulation 

The conference will review and analyse the trends and explore alternative ways to coping up with the emerging 
challenges. 

INVITATION FOR CONTRIBUTING PAPERS 

Papers providing comparative analysis of trends in selected sectors with country, industry and enterprise focus 
are welcome. 

Please send suggestions on the theme/sub-themes and proposals for papers. Conference papers on ary sub¬ 
themes can be sent in word97 format through email along with a hard copy and diskette by separate post 
latest by 10 December 1999. It is proposed to publish the conference proceedings in one or more volumes 
after the conference. 

Local hospitality would be provided, on prior information and confirmation, to international resource persons 
and invited local (Indian) resource persons contributing papers. 

Address for correspondence: 

Professor C P Thakur Professor C S Venkata Ratnam 

(President, lIRA) (Secretary, lIRA) 

Faculty of Management Studies or Dean, International Management Institute 

University of Delhi, Delhi 110 007 BIO Qutab institutional Area, New Delhi 

Fax: 0091-11-725 7183 Fax: 0091-11-6867539 

E-Mail: cpthakur@fmsdu.ernet.in imi@giasd101.vsnl.net.in 
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HiciURE 19: Comparison of Ibiionai. Estimates of Poverty ash Weaith 
Status Measures Basef ON HoiisF'Hoi.i) Assr IS, NFIIS. 1992-‘>'' 



Mean As>et Score 

Fii.oRL 20' Pi:Rii.Ni.\i.r >f Ri u\i Hoiisi iioi os \miii Asm i Imh \ 
Score OF IJnihr- 5 r 7fi RkiHinai N1 IIS. 1992 91 


Fkiurk 21: Comparison of Ret.ional EsriMAm of Rural Poverty Based 
ON Assrr IIoidinos with PtRcrNTAOi-' cw llNiJtRWFioin Children of 
1-47 Monihs. NFHS. 1992-93 



lloincholih with Avjet Sinec Uinlci A (P« fcill) 


I k.i ki 22 I’lKiTMAcii oi liiiM llorsi HOLDS IN 7(i Ki.oional 
Mimsions. NI IIS, 1992-9.1 



migration or deliycd cohabitation. I Itcrc- 
lore we have computed this indicator alter 
eliminating vistors from the sample. 

Generally, th; percentage of currently 
married womci who were living away 
from their husbands was less than five. 

I lowever, a fev regions recorded substan¬ 
tially higher percentages of spousal sepa¬ 
ration. They wire Himachal Pradesh (25), 
Jammu (17), Ittarkhand (22), eastern Uttar 
Pradesh (21), north Bihar plain (14), south 
Bihar plain (U per cent) and Kerala (15). 
These are knc'vn to be regions from where 
young men goout in search of employment, 
cr join the army, leaving behind their wives 


and children What may however come as 
a surprise is the extent of separation ol 
spouses suggested by these figures. 

Perhaps the most important proximate 
determinant of fertility is the level of 
contraceptive use In India as whole. 41 
per cent of currently married women in 
the age interval 15-49 (or their husbands) 
were using a method of contraception at 
the time of the survey. In the 76 regions, 
the contraceptive prevalence rate varied 
from 13 per cent in Nagaland to 73 per 
cent in the central Kerala coast. Figure 10 
shows a map of regional estimates of 
contraceptive prevalence rate derived from 


the NF'l l.S data. The regional contrast bears 
some resemblance to the spatial variation 
in age at marriage of leiiialcs. Regions 
with high contraceptive prevalence rates 
(over Mljrer cent) form fourdistinclblocks: 
the whole of west coast of India, adjoining 
hilly tracts, and Saurashtra form one block. 
The coastal regions ol Andhra Pradesh 
and Tamil Nadu form another block, but 
much narrower than the one on the west 
coast. The north-western region compris¬ 
ing of Punjab, Himachal, ea.st Jammu and 
Haryana form the third block. The fourth 
block is made up of West Bengal, Tripura 
and Mizoram, separated by Bangladesh. 


Economic and Political Weekly October 16-23, -1999 


3019 




The regi(ms of low contraceptive preva¬ 
lence cover a very vast area. The bottom 
20 per cent of the regions, where le.ss than 
one-third of the women were practising 
contraception, were in Bihar, Uttar Pradesh 
(excluding the Kumuon region), and Madhya 
Pradesh, north of Narmada valley. Outside 
this mega-region, low contraceptive levels 
were found in the Rajasthan desert, Tel- 
Mahunadi region of Orissa and in northern 
states of north-eastern India (Arunuchal 
Pradesh, Meghalaya and Nagaland). 

The composition of users by contracep¬ 
tive method also shows signifleant spatial 
variation. Table A3 shows the percentages 
of currently married women who are using 
modern temporary methods (lUD, pill and 
condom), and traditional methods (peri¬ 
odic abstinence, withdrawal, etc), sepa¬ 
rately. The percentage of sterilisation u.sers 
can be obtained from the data as a residual. 
Figure 11 presents a map showing the 
spatial variation in the percentage of tem¬ 
porary method users (both modern and 
traditional) among all method users. At 
the national level, only one-fourth of the 
users of contraception were using a tem¬ 
porary method. However, adopters of 
temporary methods accounted for a size¬ 
able portion of contraceptive users in the 
entire sub-Himalayan belt running from 
Punjab to Arunachal Pradesh. Both in the 
western and eastern extremes of this re¬ 
gion percentage of temporary method users 
accounted for about half of all users. 


However in the western extreme, condom 
use was more common and in the eastern 
end, traditional method users (mainly 
periodic abstinence) predominated. In the 
other parts of the country, temporary 
method u.se was sporadic, except in the 
west coast of India and in the extreme 
south. Even where it was relatively high, 
it did not exceed 30 per cent of all users. 

The NFHS data on contraceptive preva¬ 
lence rate by regional divisions can be 
cross-checked using the data on couple 
protection rate derived from the service 
statistics. However, it would not serve any 
great purpose, except to highlight the many 
limitations of the official statistics. The 
NFHS estimates on contraceptive practice 
arc not subject to significant sampling 
errors and the relevant data were not too 
difficult to collect. However, it is not clear 
whetherdi fferent methods bei ng used have 
the same effect on fertility. In particular, 
the protection against the risk of concep¬ 
tion conferred by traditional methods and 
condom use may he limited. 

Proximate determinants of maternal and 
child mortality: Of the four proximate 
determinants discus.sed here, the indica¬ 
tors of maternal care would be considered 
first as they show similar patterns of spatial 
variation. The data on maternal care were 
collected in the NHIS for all the births 
that occurred to women during the four 
years preceding the interview. We have 
however used data only for the last birth 


that occurred in this period. The bias 
resulting from re.suacting the sample to the 
last birth is negligible, while it consider¬ 
ably simplifies the data analysis. Of the 
several indicators of maternal care on 
which the NFHS has provided data, we 
have selected two, the percentage of 
women who received antenatal care dur¬ 
ing pregnancy and percentage of births 
attended by a trained health professional. 
In Table A3, data have also been provided 
on institutional births, but they would not 
be taken up for discussion here. 

In the country as a whole, 65 per cent 
of the women reported that they had re¬ 
ceived antenatal care (ANC) during the 
last pregnancy, but the regional estimates 
suggest a range of variation from 22 in 
the extremely arid region of Rajasthan to 
100 per cent in the central coast of Kerala. 
As Figure 12 shows, level of antenatal care 
was over 80 per cent in most areas of 
peninsular India. In coa.stal areas and in 
the extreme south, the levels crossed the 
do percent mark. The relatively backward 
regions in this respect were Marathwada, 
I lydernbad-Kamataka region and Orissa. 
Elsewhere in India, relatively high levels 
o( ANC have been reported in north 
western region, south Bengal and M izoram. 
The mos' btickward areas, where ANC levels 
are under 50 per cent, were Rajasthan, 
Bihar, northern and eastern Madhya 
Pradesh, most regions of Uttar Pradesh 
and north-we.stem parts of Assam valley. 


Tabu 5: Most Backward Rubon in Each Major Stair and Kivt Most Backward Ri.oions ai iiir Ai.i.-1ndia Li-vei. with Respici to Kioiit Indk aiors 

or OrvhLoi'Mi.Ni. NFHS. IW’-'J.I 


Slate 

(Codc.s) 

Asset 

Poverty 

Underweight 

Children 

Ulidei-.S 

Mortality 

Rate 

Trained 

Binh 

Auendunee 

Child 

Inimuni- 

saiioii 

Total 

Fcriilily Contraceptive 
Rale Praetiec 

Female 

Litciucy 

Overall 

A.ssossiiienI 

Andhrtt I'rudesh (AP) 

Nortti Coast 

North Coast 

North Coast 

Kayaiaseema 

Noith Coast 

Kayaiaseema 

Rayalascenia 

Rayalusecniii 

Kayaiaseema 

Assam (AS) 

NW Vattey 

NW Valley 

East Assam 

SW Valley 

NW Valley 

SW Valley 

luist Assam 

SW Valley 

No umscnsus 

Bihar(Bn) 

South Plain 

North PI.Tin 

North Plain 

North Plain 

Nurth Plain 

North Plain 

North Plain 

North I’l.'in 

North Plum 

Gujarm (Gi) 

East Plain 

East Plain 

Sabannuti- 

Kachchh and 

Kachchh and 

Kuchchhaitd 

Kuchchh and 

Kachclih and 

Kachclih and 




Muhi Plain 

N Plain 

Norti) Plain 

N Plain 

North Plum 

North Plain 

North Plain 

Haryana (HR) 

souili Plain 

SE Plain 

SI-Plain 

Central Plain 

South Plain 

SB Plain 

SE Plain 

Ceniral Plain 

SL Plain 

Karnaluku(KK) 
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Figure 23; Percentage of Vomcn Married to a R(.ood Relativf in 76 
* Regional )ivtsions. NFHS. 1092-93 


Figure 24; Plrcfntaoe of Women Who Wanted More Bovs than 
O iRiji IN Their Iirlai Famii > Ske.76 Rigkinal Divisions, NFHS, 1992-93 



'I'hcdutii on assistii'icc ut deliveries show 
that 36 per cent of th.' births were attended 
by trained health professionals in India us 
a whole. But regicnal estimates varied 
from 12 per cent in desert region of 
Rajasthan to 99 pr cent in the central 
Kerala coiist. The Miatial variation is very 
similar to that of(Figure 13). High 
levels were repo ted in almost entire 
peninsular India acept the central semi- 
arid stretch, and (irissa. In the continental 
part, regions repu ting high levels ol birth 
attended by train’d personnel were cither 
in the imrth-west.rn region or near the Bay 
of Bengal. The e itirc middle stretch start¬ 
ing from westen Rajasthan to Bihar was 
the most backvard area in this respect. 
Assam and noi hern states of north-east¬ 
ern India also performed poorly. 

We shall no\ take up for discussion the 
two indicators related to child health and 
survival: immuni.sation and nutrition. The 
immunisation Indicator shows the per¬ 
centage of full / immun iscd chi idren among 
tho.se who Wire aged 12 to 23 months at 
the tim'e of tie .survey. Children who had 
a BCG vactination, three polio drops, 
three DPI' aid one measles vaccination 
at any t ime b-'fore the interview have been 
taken to be fully immunised. The age cut¬ 
off of 12-23 months has the effect of 
reducing thi sample sizes considerably 
(sample per region was in the range of 
l(X)-i50 children). Nonetheless the vari¬ 
able shows regional pattern of variation 
similar to that of the two maternal care 


variables (Figure 14) SomcdifTcrenccs m 
details are as follows. In the 76 regions 
the percentage of fully immunised chil¬ 
dren varied from 12 in Nagaland to 79 in 
Bi.shl Doab of Punjab. All regions of 
Maharashtr:! and Tami I Nadu showed high 
levels of immunisation, but none of the 
regions had re:iched universal immurii- 
.sation. Generally, the range here was 
between .‘50-7.3 per cent. Interestingly, 
Kerala lagged behind in this respect, but 
primarily because of south Malabar and 
Hill districts, where le.ss than 35 per cent 
of the children were fully immunised. The 
entire Andhra Pradesh and northern 
Karnataka in the south also showed rela¬ 
tively poor levels of immunisation cov 
crage. In the north, the north-western region 
showed higli coverage. The backward 
regions where immunisation levcKdid not 
rise above 25 per cent were in Rajasthan, 
Bihar, Uttar Pradesh, excluding the 
Kumaon region, Assam valley and north¬ 
eastern states. 

One of the significant contributions of 
the NFHS was in a.sses.sing levels of mal¬ 
nutrition among children through 
anthropometric measures. The weight of 
children under four years old was mea¬ 
sured using a spring balance (Slaierscale), 
and height was measured in the lying 
position for children under two years of 
age and in the standing position for older 
children. Unfortunately, the height mea¬ 
surement was not taken in a group of states 
that were in the first phase of the survey. 


Therefore we have extracted only weight- 
for-age data from the NFHS data files for 
all the children under four-years of age. 

The percentdge of underweight children 
was estimated by comparing children’s 
weight for age with an international ref¬ 
erence population of well-fed children 
recommended by the World Heath 
Organi.sation (1983). Children who were 
more than two standard deviation units 
below the median of this standard were 
considered as underweight. The eompu- 
tatioiis were made using the ANTHRO 
software package of the Centre for Dis¬ 
ease Control, Atlanta, US. This programme 
flags children who had improbable weight 
(or height) for their age. In the NFHS 
reports the percentages of malnourished 
children reported arc tho.se that were 
computed after excluding such chiluren 
from the sample. The numnber of such 
dropped cases was about 6 per cent of all 
children at the all-India level. 

It is, however, not clear as to whether 
such children should be dropped, as it may 
lead '.o selective omission of children 
wht'se ages were underreported (or 
ovcrrcp(»rted). We have computed the 
levels of malnutrition by omitting as well 
as including these children, but have found 
the differences to be very marginal. In 
order to maintain the comparability with 
the figures presented in the NFHS reports, 
in Table A3 we have shown the percent¬ 
ages of malnourished children after omit¬ 
ting the ‘flagged’ children, even though 
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it amounted to significant loss of cases. 
The weight-for-age data from the NFHS 
suggest a very high level of child malnu¬ 
trition in India. While as much as 54 per 
cent of the children were underweight for 
their age at the all-India level, less than 
3 percent of children fell into this category 
in the international standard population. 

Figure IS displays a map showing the 
regional variation in child malnutrition as 
measured by weight for age. The percent¬ 
age of malnouri.shed children varies from 
14 per cent in Rajasthan desert to 68 per 
cent in Chhattisgarh and Bastar region of 
Madhya Pradesh. Since fieldwork in the 
desert region of Rajasthan was probably 
not of high quality, we may take the next 
lowest figure of 24 per cent in north 
Malabar (21 per cent if all children are 
considered) as the best region in India in 
this respect. But against the international 
standard population's 3 per cent mark, 
even this figure seems too high. 

The NFHS anthropometric data show 
relatively better nutritional status of chil¬ 
dren on the west coast of India, Saurashtra, 
Coromandel and Andhra coasts, north- 
wc.stem plains and hills, and north-eastern 
states. On the other hand, relatively poor 
nutritional status of children is reported 
from Bihai, I Itlar Pradesh, Madhya Pradesh, 
Orissa, West Bengal, north Gujarat, much 
of Maharashtra Plateau, Hyderabad- 
Kamataka region and Rayalasccma. 

How do the regional csiimate.s of child 
malnutrition compare with regional pat¬ 
terns in child mortality? A .scatter plot of 
the two is shown in Figure 16. The overall 
correlation between the two is 0.71. Given 
that there arc other factors influencing chi Id 
mortality and malnutrition, this should be 
termed as a satisfactory correspondence. 

Provrammitic variables: Unfortunately 
there arc nut many programmatic variables 
on which the first round of NFHS had 
collected data. A lot more is lieing pro¬ 
mised in the second round of the NFHS 
that is currently in progress. From the first 
round, we have selected two variables, the 
frequency 'f home visits by the health 
workers and the media-reach on family 
planning. 

In the NFHS. information on two types 
of home visits was gathercd. First, women 
were asked whether they had received any 
visit from a health worker for antenatal 
check-up during pregnancy for children 
bom during the four years preceding the 
survey. Second, users of family planning 
methods were asked whether they had 
received a follow-up visit from a health 
worker after acceptance. As home visits 
are made only in rural areas, the 2 percent¬ 
ages were computed for rural areas of each 


region, and are shown in Table A3. In 
addition, we have computed the weighted 
average of the 2 percentages to reflect the 
extent of home visits being made by the 
health workers in rural areas for either 
ANC or follow-up services. The com¬ 
bined index has sub.stantially lower sam¬ 
pling error than its two constituents have. 
Hence it is being u.sed here. 

Figure 17 displays the map showing the 
spatial variation in the home visits made 
by health workers, primarily by the aux¬ 
iliary nurse-midwife. At the national level, 
home visits by the ANM were reported by 
only 29 per cent of the women who were 
eligible for such visits. In the 76 regions, 
this percentage varied from just 2 in 
Arunuchal Pradesh to 61 in southern 
Karnataka. The regions that fall in the top 
20 per cent bracket were in Karnataka, 
Gujarat, Konkan and coastal Andhra. 
Overall, the frequency of home visits was 
above average in peninsular India, includ¬ 
ing Orissa and southern and eastern parts 
of Madhya Pradesh. Interestingly, Kerala 
and parts of Maharashtra fared poorly in 
this regard. In much of north and eastern 
regions of India, health workers rarely 
made home visits even in rural areas. In 
Assam and north-eastern India, Bihar 
plateau, and arid regions of Rajasthan 
such visits are extremely rare. 

To explore the reach of mass media, 
respondents in the NFHS were asked 
whether they listened to radio at least once 
a week, watch television at least once a 
week, and went to cinema at least once 
in a month. The respondents were also 
asked specifically, whether they heard a 
family planning message on radio or tele¬ 
vision during the month prior to the sur¬ 
vey. From answers to these questions it 
was possible to compute the exposure to 
each of the muss media, or any of the 
media, and percentage of women who said 
that they had heard a family planning 
message on the electronic media. All these 
percentages have been shown in Table A3 
of the Appendix. Here however, we shall 
di.scuss only one of them, percentage of 
women exposed to any media. Figure 18 
displays the map showing the spatial 
variation in this variable. 

At the national level S3 per cent of 
women reported regular exposure to mass 
media. But in the 76 regions, the exposure 
v.iried from -24 per cent in north Bihar 
plains to 88 per cent in central Kerala 
coast. In general, exposure to mass media 
was very high on the west coast of India, 
Tamil Nadu, Andhra Pradesh and south¬ 
ern Karnataka. The exposure levels were 
moderate in Gujarat and interior 
Maharashtra. In the north, areas of high 


exposure were oncentrated in north¬ 
western regions md around the Bay of 
Bengal. In much! of northern plains and 
central uplands,: ijcdia exposure was quite 
low (under 40 pc^ cent). Obviously, both 
low exposure to |nass media and infre¬ 
quent field visits ijy health workers posed 
severe problems ip spreading health and 
family planning messages in the relatively 
high fertility regions of northern India. 

IV 

Socio-Econtimic Variables 

From the NFHij data files, we have 
extracted the follcrwing socio-economic 
variables which we thought could have a 
significant influence on demographic 
proccs.scs: as.set holdings, joint households, 
female work participation, female literacy, 
percentage of Muslims, son preference, 
consanguinity, natal links and numeracy 
in ideal family size. Among these, data on 
female literacy and Muslim population 
have already been discussed. The space, 
and time constraint docs not permit us to 
discu.ss all of the remaining variables in 
detail. We shall therefore concentrate on 
variables on whose .qiatial variation not 
much is known yet. 

One such variable is income or poverty. 
The NFILS made no direct attempt to 
measure income becaascof the well known 
problems in collectini; this information. 
However, data on ownership of several 
household assets and consumer durable 
goods were collected, from which an index 
can be con.structed to assess the wealth 
status of households or the standard of 
living of its members. This measure can 
be computed by assigning weights to 
various asset holdings. The.se weights could 
be arbitrarily assigned or arrived at by 
factor analysis. Although factor analytical 
approach is statistically more rigorous, it 
does not directly take into account either 
the substitutability ofassetsor their market 
price. A simpler approach that makes the 
weights inversely proportional to the 
proportion of population owning the asset 
is perhaps more appropriate in this case. 
In order to make the quantity consumed/ 
owned correctly reflect the relative prices, 
population should be homogeneous with 
respect to tastes. 

Table 3 shows the data on household 
ownership of some selected assets in rural 
and urban India. The assets considered are 
ownership of livestock, irrigated and non- 
irrigated land, type of house (pucca or 
semi-pucca), its electrification, and eight 
consumer durable goods, ranging from 
clock/watch to motor car. Items that were 
thought to be largely determined by supply 
factors were kept out of the list (e g, access 
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to safe drinking water). Th;re is consider¬ 
able difference between trban and rural 
areas in the structure of a.set ownership. 
Not surprisingly, ownersiip of land and 
live-stock was much more (ommon in rural 
areas and consumer durabb goods in urban 
areas. This difference coild not .solely be 
due to the difference in urban-rural in¬ 
comes; parts of it must Ic due to differ¬ 
ences in the structure of economy, and in 
preference patterns. Lanl being such an 
important asset in rural a-eas, it does not 
seem proper to compute a composite asset 
index by excluding it. 

Tliercfore we decided to construct the 
asset index for rural anas only. Exami¬ 
nation of asset ownershia patterns in rural 
areas .showed that ceilaiii consumer goods 
Mich as refrigerator and car would get too 
high a weight in the cnmpo.site index if 
one goes solely on the Kisis of the inverse 
('f possession ratios. Therefore we assigned 
a weight to each asset that ranged from 
a minimum of one to a maximum of three, 
roughly in accordance with their inverse 
|x>s.session ratios(Tubli .^i.l'hea.ssct index 
so constructed had a lange of 0 to 29 at 
the household level. At the regional level, 
two different forms of this index have 
been used. First is the mean value of the 
index, which is a sort of proxy for income 
(or wealth status). The .second is the pro¬ 
portion of rural hoii'.cholds in the region 
that had an asset scerc of less than five. 
I'his is intended a.s a proxy measure for 
poverty, riie index score tif 5 was chosen 
as the poverty line iHicausc 34 per cent of 
rural hou.seholds atihc all-India level had 
as.sct scores lowet ihan this. That the two 
measures can be iiverpreted in this manner 
is borne out by tieir scatter plot shown 
in Figure 19. As can be seen, as the mean 
asset score rises irom about four to 10, 
the percentage o: households with asset 
.scores of less than five falls quite rapidly 
from about 60 p^r cent to 10 per cent. But 
further increase in the mean asset score 
brings only ver small reductions in the 
estimated percentages of households with 
a low asset scere. 

The regional estimates of both forms of 
the asset index measure are given in Tabic 
A3. Figure 20 shows the map of the re¬ 
gional estimates of the asset-poverty in¬ 
dex. The index varied from 3 per cent in 
Himachal Pradesh to 62 per cent in south¬ 
ern plateau region of Ori.ssa. A clear cast- 
west divide i'i discernible in the spatial 
variation of rural poverty. The index 
suggests high levels of poverty in A.ssam, 
Bihar and on the entire east coast of India, 
llie regions adjoining them, namely, West 
Bengal, interiur-Orissaandeastem Madhya 
Pradesh, Narmada valley, semi-arid parts 


of Deccan Plateau and eastern uplands of 
Tamil Nadu, also show high levels of 
poverty. On the other hand, regions with 
low poverty are to be found in the north¬ 
western India, Saurashtra and west coast 
of India. The only region in the west that 
shows comparatively high poverty Iq^el 
is the desert region of Rajasthan. 

Much has been written about the rela¬ 
tionship between poverty and malnutri¬ 
tion. Interestingly however, our regional 
estimates of the two do not suggest strong 
correspondence (Figure 21). Although 
there are regions where both ruial poverty 
and child malnutrition levels arc estimated 
to be high (e g, Bihar, Mahanudi basin, 
•semi-arid regions of Dcccan plateau), the 
overall correlation bet ween the two is only 
0.38. Assuming that our poverty estimates 
are not grossly misleading, there must be 
a lot more to the luiti itional problem than 
simply the povert) level. As Sukluumc 
argued for malnutrition, diet and disease 
environment matter more than simply the 
purchasing power of households (c g. 
Sukhulme 19871. Our finding that regional 
estimates of child malnutrition arc strongly 
correlated with child mortality rates, but 
not with as.set holdings of hou.seholds is 
consistent with this view 

Another economic variable on which 
the NFHS has collected data is on current 
w'ork status of women. As the sut vcy was 
carried out in different months in different 
states, the data could be affected by tlic 
• seasonality factor. Another limitation is 
that the data refer only to cver-married 
women in the age interval 13-49 years. At 
the national level, 31 percent of the women 
were working, 12 percent a.s unpaid family 
workers. 16 per cent as employees and 3 
percent as self-employed. Table A3 shows 
the percentage of women who were eco¬ 
nomically active and percentage of women 
who were employed by someone else in 
the 76 regional division.s. The two indi¬ 
cators show more or less similar patterns 
of regional variation. Work participation 
by women was high in Andhra Pradesh, 
Tamil Nadu and interior partsof Karnataka 
and Maharashtra; it was relatively low on 
the west coast of India, and infrequent in 
much of north India (map not shown). 

Wc shall now turn our attention to a few 
socio-cultural variables that are commonly 
thought to have significant bearing on 
demographic processes, especially fertil¬ 
ity levels. One such variable is the preva¬ 
lence of joint families. The joint family 
system is expected to promote high ferti¬ 
lity because, young women in joint fami¬ 
lies enjoy less autonomy, costs and care 
of children are shared, new ideas and 
innovations are likely to be resisted. Since 


the seminal analysis of the 1961 Census 
data and other ethnographic materials by 
Kolenda (1987), to the best of our knowl¬ 
edge. there has not been any systematic 
attempt to .study the regional patterns in 
family structure. We therefore examined 
the NFHS data on this issue, though the 
information was not tabulated in the 
published survey reports. We have used 
a fairly broad definition of the joint family, 
wherein more than one married or wid¬ 
owed or divorced or separated persons of 
the same sex are living together. Thus it 
is inclusive of ‘supplemented-nuclear' 
family wherein a married son along with 
his wife lives with u widowed mother or 
widowed father. 

In Table A3 t)f the Ap|)cndix, wc have 
given two relevant statistics in the regard, 
percent of households (hat were joint, and 
percentage of cver-married women in the 
age group 15-49 living in a joint house¬ 
hold. That the joint family continues to 
be a fairly common type of living arrange¬ 
ment is revealed by the fact that at the 
national level 44 per cent of the hou.se¬ 
holds covered in tlic NF'HS were joint, and 
58 per cent of ever-married women of 
reproductive ages were living in joint 
households. Thus the unit of analysis - 
hou.seholds versus individuals - ttiatters 
in mea.surmg the extent of joint family 
living in India. However both measures 
suggest similar regional patterns. Figure 
22 shows the map of percentage of joint 
households by regional divisions. The 
prevalence of joint hou.scholds varied from 
17 per cent in Nagaland to 59 per cent in 
eastern Uttar Pradesh. The joint house¬ 
holds arc more common in north India, 
excluding (he sub-Himalayan region. In 
the south, joint households are mtue fre- 
quert only in Maharashtra plateau and 
northern Karnataka. 'I’hcy arc relatively 
rare in north euslcrn-region of India, and 
in the south, especially Tamil Nadu. 
Koicnda's hypothesis that joint families 
arc more prevalent in the Gangetic plains 
than in central India is not supported by 
our data. However the data confirms the 
as.scrtion that the proportion of joint fami¬ 
lies is higher in north Karnataka compared 
to the Konkan region. In fact, the data 
suggest that the entire Mahara.shtra plateau 
had a high prevalence of joint families. 

Consanguinity, marriage between blood 
relatives, is another significant sociological 
variable relevant to the fertility of couples 
and mortality and morbidity of their chil¬ 
dren. All ever-married women in the NFHS 
sample were asked whether they were 
related to their husband before marriage. 
Although the collected data are not de¬ 
tailed enough to compute an inbreeding 
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coefficient, they are sufficient to indicate 
the extent of consanguinity in the popu¬ 
lation. At the national level, IS per cent 
of ever-married women had married a 
blood relative. Figure 23 displays a map 
showing the regional variation in consan¬ 
guinity. The practice appears to be con¬ 
fined primarily to Tamil Nadu, Deccan 
plateau and coastal Andhra Pradesh. In 
these regions, the percentage of consan¬ 
guineous marriages rose to 40 to 50 per 
cent of all marriages. On the west coast, 
consanguineous marriages were less fre¬ 
quent, and accounted for only 10 to 20 per 
cent of marriages. In the rest of India, 
consanguineous marriages were extremely 
rare, generally as low as 2 per cent. 
However, in west Jammu 34 per cent of 
marriages were consanguineous perhaps 
due to the custom of cross-cousin mar¬ 
riages among Muslims of this region. 

Son preference is known to be another 
important socio-cultural factor influenc¬ 
ing fertility levels in India. The existence 
of son preference can be demonstrated by 
several means. The most direct method is 
to examine the sex composition of ideal 
family size. The percentage of ever mar¬ 
ried women who reported more boys than 
girls in their ideal family size has been 
shown in Table A3 for each region. Figure 
24 displays the map showing the spatial 
variation in this son preference index. A 
very clear north-south divide can be ob¬ 
served in the map. At the national level, 
42 per cent of women had reported pref¬ 
erence for more boys than girls in their 
ideal family size. The proportion of women 
wanting more boys than girls varied from 
10 per cent in Kopgunad region of Tamil 
Nadu to 64 per cent in Bundclkhand region 
of Uttar Pradesh. In the entire northern 
plains and central upland regions, .son 
preference is quite strong and mure than 
50 per cent of the women reported more 
boys than girls in their ideal family size. 
Son preference gradually diminished as 
one moves .south of Satpura hill range, and 
attained low levels in Tamil Nadu. Inter¬ 
estingly, on this indicator, coastal regions 
of peninsular India did not outpeiform the 
interior regions. In the east. West Bengal, 
Assam and north-eastern states showed 
relatively moderate degrees of son prefe¬ 
rence. There also is a pocket around 
Himachal Pradesh where son preference 
is of moderate intensity. 

We shall briefly discuss two other in- 
dictors on which data were extracted from 
the NFHS data files. One of the.se is the 
percentage of home deliveries that occur¬ 
red in the natal home of the women. The 
variable could be used as an indicator of 
the continued contact of a married woman 


Appendix 

Table A1: Regional Classihcation of Distoicts and Sample Size by ksoioNS m NPHS, 1992-93 


States and Regions* 


Sample 

Sample 

Districts in the Region as per 1991 Census 

House¬ 

Ever- 



holds 

Married 

Women 

Antgira Pradesh 


4.208 

4,276 

1 North Coast 

Srikakulam, Vizianagaram, Visakhapatnam. 

544 

515 

2 South Coast 

East Godavari, West Godavari, Krishna, Gantur, 
Prakasam, Nelloit:. 

1,422 

1,384 

3 Rayalaseema 

Chittoor, Cuddapah, Anantapur, Kuraool. 

692 

701 

4 Telengana 

Mahbubnagar. Rangareddy, Hyderabad, Madak, 
Nizamabad. Adilabad, Nalgonda. 

1,012 

1,125 

S Godavari Depresiiion 

Karimnagar, Warangal, Khammam. 

538 

551 

Assam 


3.255 

3,006 

6 NW Valley 

Goalpara, Kamrup, Marigaon, Nagaon. 

808 

755 

7 SW Valley 

Dhubri, Bongaigaon, Barpeta, Nalbari, Sonitpur. 

1,011 

946 

8 E Valley and Cachar 

Golaghat, Jorhat, Sibsagar, Dibrugarh, Tinsukia. 
Karbi Anglong, Lakhimpur, Dhemaji, Cachar, 
Karimganj, Huilakandi. 

1,436 

1,305 

Bihar 


4,748 

5,949 

9 N Plain 

Pumia, Araria, Kishanganj, Darbhanga, Madhubani. 
Sitamarhi, Muz/afarpur, Vaishali, Saran, Siwan, 
Copalganj, Pashchim Champaran. Purba Champaran, 
Samastipur, Saharsa, Madhepura, Katihar. 

2,150 

2,663 

10 S Plain 

Begusarai, Nalanda, Aurangabad, Patna, Rohtas, 
Bhojpur, Khagaria, Munger, Bhagalpur, Nawada, 
Jehanabad, Gaya. 

1,-333 

1,737 

11 S Plateau 

Godda, Sahibganj, Dumka, Deoghar. Palamu, 
Lohardaga, Gumla, Ranchi. Dhanbud, Giridih. 
Hazaribag, Pashchimi and Purbi Singhbhum. 

1,265 

1.549 

Gujarai 


3,875 

3,832 

12 Saurashira 

Jamnagar, Rajkot, Surendranagar, Bhavnagar, 
Amrcli. Junagadh. 

1,012 

1,015 

13 Kachchh and N Plain 

Kachchh, Banaskantha, Saharkantha, Mahesana. 

815 

743 

14 Subarmati-Mahi Plain 

Gandhinagar, Ahniedahad, Kheda. 

786 

783 

1.S H Plain 

Panchmahals, Vadodara. 

579 

604 

16 S Plain 

Bharuch, Surat, Vulsad, The Dangs. 

683 

687 

Haryana 

2.735 

2.846 

17 NB Plain 

Amhala, Yamunanagar, Kurukshetra. Kaithal, 
Karaal. Panipat. 

771 

806 

18 SB Plain 

Sonipat, Faridabad, Gurgaon. 

700 

705 

19 S Plain 

Mahendragarh, Rewari, Bhiwari, Sirsa. 

493 

554 

20 C Plain 

Jind, Rohtak, Hisar. 

771 

781 

Huinacha! Pradesh 


3,119 

2,962 

21 North 

Chamba, Lahul and Spiti, Kinnaur, Kangra, 
Hamirpur, Una. Mandi, Kullu. 

2..347 

2,214 

22 South 

Bilaspur, Shimla, Solan, Sirmaur. 

772 

748 

Jammu 


2,839 

2,766 

23 Hast 

Doda, Udhampur, Kathua, Jammu. 

2,290 

2,238 

24 West 

Rajauri, Punch. 

549 

528 

Karnataka 


4,269 

4,413 

25 NE Plateau 

Bidar, Bijapur, Gulbarga, Raichur. 

785 

814 

26 NW Plateau 

Belgaum, Dharward. 

687 

733 

27 C Plateau 

Bangalore, Bellary, Chitradurga, Kolar, Tumkur. 

1,545 

1,612 

28 S Plateau 

Hassan, Mandya, Mysore. 

628 

668 

29 Malenad and 

Dakshin Kannad. Uttar Kannad, Kodagu. 



Coast 

Chikmagalur, Shimoga. 

624 

586 

Kerala 


4,387 

4,332 

30 N Malabar 

Kannur, Kozhikode, Wayanad, Kasaragod. 

1,030 

1,127 

31 S Malabar and W Hills Malappuram, Palakkad, Idukki. 

926 

1,037 

32 C Coast 

Thrissur, Emakulam, Kottayam. 

1,215 

1,118 

33 So'i’h Coast- 

Alappuzha, Pathanamthitta, Kollam, 



Thiruvananthapuram. 

1,216 

1,050 

Madhya Pradesh 


5,857 

6,254 

34 NW Uplands 

Morena, Bhind, Gwalior, Datia, Shivpuri, Guna. 

578 

601 

35 NE Uplands 

Tikaingsirh. Chhatarpur, Panna, Sugar, Oamoh. 
Satna, Rewa, Vidhisha, Shahdol, Sidhi, Surguja. 

1,323 

1,433 

36 Malwa Plateau 

Jhabua, Dhar, Bhopal. Sehore. Raisen, Mandsaur. 
Ratlam, Ujjain, Shajapur, Dewas, Indore, Rajgarh. 

1.410 

1,541 

37 Narmada Range 

West Nimar (Khargonc), East Nimar (Khandwa), 




BetuI, Hoshangabad, Jabalpur, Narsimhapur, 
Chhindwara, Seoni, Balaghat. 

1,207 

1,252 

38 Chhaitisgarh and 

Bilaspur, Raigarh, Rajnandgaon. Durg. Raipur, 



Bastar 

Bastar. 

1,339 

1.427 

(Conid) 
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Appendix 

Table A1 (Canid) 

Slates and Regions* Dstricts in the Region -as per 1991 Census 


Maharasthra 

39 Konkan 

40 Khandesh 

41 Uesh 

42 Marathawada 

43 Vidarbha 

Orissa 

44 N Hills 

45 Tel-Mahanadhi regionSambalpur, Bulaiigii. Kulahandi. 


Greater Bombay. Thane. Raigarh. Ratnagin, 

Sindhudurg. 

hhule, Jalgaon. Nashik. 

*une, Satura, Sangh. Solapur. Kolhapur. Ahiiiadiiagai 
Aurangabad, Jalna. Parbham. Bid. Osmanabad. 
i.alur, Buldana. Akola. Aniravaii 
N’aiidcd, Yavatmal, Wardha. Nagpur, Bhandaia, 
Chandrapur, Gadchiroh 

Sundargarh, Kcndujhar, Mayurbhani 


46 S Plateau 

47 Coast and Delta 
Punjab 

48 NW Plain 

49 Bisht Duab 

50 E Plain 

51 S Plain 
Rajasthan 

52 N Arid Plain 

53 S Arid Plain 

54 Arawalli Range 


Phulabhani, Koraput. 

Baleshwar. Cuttack. Dhenkanal. Ganjani, Pun 

Gurdaspur, Amritsar, F-irozpur. 

Jalandhar, Kapurthala. Hushiarpiir, Rupiiai’ui 
Ludhiana. Patiala. Sangrur. 

Bathinda, Faridkoi. 

Ganganagai, Churu, JhunjhunMii, Sikar, Naguur. 
Bikaner, Jodhpur, Pali. Barmcr, Jalor, Jaisaliner. 
Alwar. Jaipur. Ajmer. Sirohi, Udaipur, 
Durgarpur, Banswara. Chitlaurgarh. 

Bharaipur, Dhaulpur. Sawai Madhopur, 'I oiik. 
Bundi, Kota, Jhalawai. Bhilwara. 


55 Banas-Chanibal 

Basin 
Tamil Nadu 

56 Knngunad and Nilpn Nilgiri. Periyar, Coinibaloie, Madurai. r)iiidi)'iil 

57 E Uplands Dharmapuri. North Arcol, Tiruchirapalli. 

Tiruvaniiamalai, Salem. 

58 Coromandel Thanjavur, Madras, South Arcot, Chcngal|iettu. 

59 SE Coast Kannyakiimari, Chidanibnranar, Tirunclveli, 

Pudukkottai, Ramanalhapuiam, Pasuinpon, 
Kainanijar. 


Uttar Pradesh 

60 N Hills 

61 NE Plain 

62 SW Plain 


63 Oiidii Plain 


64 Bhojpur Plai i 


65 S Uplands 

West Bengal 

66 N Bengal 

67 S Delta 


Nainital, Tehri GaihwaJ, Almora. Cliamoli. 
Dchradun, Garhwul. Pilhuragarh, Ullarkuslii 
Bijnor, Ghaziahad. Hardwar, Me.crul. Moradabad, 
Rampur, Saharunpur. Muzzafarnagar. 

Agra, Aligarh, Bareilly, Budaun. Biiland.sliuhi, 
Etali, Farrukhabad, Firo/abad, Maiiipuii. I’llibliit. 
Etawah. Shajahanpur. Kherl, Mathura. 

Allahabad, Gonda, Jiuidoi, Pratapgarh, Rae Bareli, 
Sitapur, Sultanpur, Buliiaich. Barabanki. Fai/abad 
Fatehpui. Kanpur Dchat, Kanpur Nagai 
Lukhnuw, Uniiao. 

Azamgarh, Basil. Dcoria, Gorakhpur, Jaimpur. 
Ballia, Maliarajganj, Siddharthiiagar, Hallia, 
Ghazipur, Varanasi. 

Banda, Lalitpur, Hamirpur, Jalaiin, Jhansi. 
Mirzapur, Sonbhandra. 

Jalpaiguri, Darjiling, Koch Bihar. West Dinajpur, 
Maldah, Murshidabad. 


South 24 Parugaiias, Burdwan. 

Medinipur, Bankura, Birbhum, Puruliya 

Entire state 

Entire state 

Entire state 

Entire state 

Entire state 

Entire state 

Entire slate 

Entire NCT 


68 W Plain 
Arunachal Prad.'sh (69) 

Manipur (70) 

Meghalaya (71 
Mizoram (72) 

Nagaland (7.3) 

Tripura (74) 

Goa (75) 

Delhi (76) 

Slums 
Semi-Slums 
Non-Slums 

Note: N-North; W-West; NE-Norlh East; S-South; C-Central; SE-South East; 
West; SW-South West. 


Sample 

House¬ 

holds 

Sample 

Ever- 

Manneil 

Women 

4.063 

4,106 

1.180 

1,090 

.501 

510 

946 

1,059 

725 

782 

711 

665 

4,602 

4.2.57 

704 

661 

979 

84.3 

(>29 

514 

2.291 

2.239 

3,213 

2.995 

l.tK)3 

914 

868 

794 

849 

803 

493 

484 

5,014 

5.211 

1,208 

1.341 

781 

766 

1,799 

1.8.59 

1,226 

1.245 

4,287 

.1,948 

891 

791 

1.190 

1.158 

1.375 

1.274 

831 

725 

10,110 

11,438 

459 

451 

1.320 

1 ..(55 

2.419 

2.559 

2.863 

.1,201 

2.473 

3.127 

576 

744 

4.238 

4,122 

1,100 

1,133 

2,044 

1,990 

1,094 

1.2(H) 

961 

882 

1,086 

953 

992 

1.137 

1,087 

1,045 

1.060 

1,149 

1 139 

1.100 

3,741 

3,141 

3,677 

3,189 

1266 

1090 

802 

786 

1309 

1313 


.-East; NW- North 


with her natal family. In regions where 
the natal family is expected to take the 
responsibility of maternal and child care 
.services, they may be the ones who motivate 
the daughter to accept family planning 
[Raju 194K|. As sterilisation of females 
is generally done following delivery, ei¬ 
ther the direct or indirect involvement of 
natal family in the decision-making pro¬ 
cess could be suspected. At the national 
level, only 14 per cent of the home de¬ 
liveries were in natal home, but they were 
generally over 23 per cent in cast coast 
and plateau regions of peninsular India. 

Another variable we thought useful from 
the point of view of fertility analysis is the 
exieni of non-numeric responses to the 
question on ideal family size. It is claimed 
that one of the pre-conditions for secular 
declines in fertility is that family size should 
come within the ‘calculus of conscious 
choice', and the sign that this is occurring 
can be gleaned from the {lercentagc of 
women who report 'up to God' and other 
non-numeric responses to the survey 
quc.stiuns on ideal or desired family size 
[van de Walk* 1992). Therefore wc have 
shown in Table A3 the (lerccntage of 
women who gave non-iiuincric responses 
to the que.stioii on ideal family size in the 
NFHS. At the,national level, only 10 per 
cent of the women gave non-numeric 
responses, and regional estimates varied 
from 0.2 to 26 jK:r cent. The high fertility 
regions of iiorth India did have relatively 
more women giving non-numeric re¬ 
sponses; hut some regions in the south too 
reported comparutivcly high percentage 
of such women (Andhra Pradesh, 
Karnataka and Kerala). Perhaps inter¬ 
viewer bia.ses also influenced the record¬ 
ing of answers lo this quc.slion. 

V 

Slums and Affluent Culonics of Delhi 

An issue on which data are urgently 
needed but wcie not provided in the NFHS 
reports relates to the health and living 
conditions in slums of large cities. Small 
sample size prevented the presentation of 
such infonnalion. While this limitation 
h<ilds for most cities, the (;a.se of Delhi is 
different. In urban arcus of Delhi, a total 
of 3,.377 households and 3,189 ever- 
manied women were interviewed from 
223 urban blocks. This sample size should 
be large enough to oeimit separate esti¬ 
mates for slum-dwellers. Unfortunately, 
in order to conceal their identity, codes of 
primary sampling units (PSUs) of the 
survey have txain randomised before the 
NFHS data files were made available for 
public use. Appreciating the need for 
separate data for slums, we made an at- 
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tempt to identify the PSUs that were in 
slum areas by examining the characteris¬ 
tics of respondents. We focu.sed on two 
characteristics of sample PSUs, literacy 
level of sampled women and percentage 
of women who had lived in a village until 
they were 12 years old (thus migrants to 
Delhi). Even though the average sample 
size for a PSU was only 14 women, the 
two variables had a fairly high correlation 
(-0.68). PSUs with a literacy rate of under 
60 per cent and over 40 per cent migrants 
among women were classified as belong¬ 
ing to slum areas. PSUs with a literacy rate 
of over 60 percent and migrant population 
of under 40 per cent were classified as 
belonging to non-slum areas. All other 
PSUs were categorised as ‘semi-slums’. 
The threshold levels of literacy and mi¬ 
gration were so chosen that sample women 
in slums would be close to the percentage 
of slum population in Delhj. The end result 
of this exercise was that 34 per cent of 
ever-married women in 79 PSUs were 
classified as slum-dwellers, 25 percent of 
women in 54 PSUs as residents of ‘semi- 
slum’ settlements and 41 percent of women 
in 92 PSUs as living in non-slum areas. 
In terms of hou.scholds ihe distribution 
was 37 pci cent in slums, 24 per cent in 
semi-slums and 39 percent in non-slums. 

Table 4 gives information on 29 se¬ 
lected indicators derived from the NFHS 
data flics for slums and non-slum areas 
of the city. Table A3 of the Appendix 
shows data for a few more variables. For 
ready comparison, in Table 4 we have also 
shown data fur Uttar Pradesh and Bihar. 
According to the 1991 Census, these two 
states accounted for two-thirds of net 
migrants to Delhi during the 10-ycar pcritxi 
preceding the census (SS per cent from 
Uttar Pradesh and 13 percent from Bihar). 

The data on housing conditions show 
that 63 per cent of slum households were 
living in pucca houses whereas 87 and 93 
percent of households were living in such 
houses in semi-slum and non-slum ureas, 
respcciivelv. One would have expected a 
much worse situation in the slums. This 
may cast some doubt on the validity of the 
criteria used for defining a slum. How¬ 
ever, it may be noted that 80 per cent of 
dwelling units in urban Delhi have been 
classified as pucca in the NFHS. Accord¬ 
ing to the 1991 Census its percentage is 
even higher (85 percent). Since about 30- 
50 per cent of Delhi’s population is con¬ 
sidered to be living in slums [Milra 1994J, 
a significant percentage of slum-dwellers 
must be living in pucca hou.ses. 

Even though 90 per cent of dwelling 
units in slums had an electricity connec¬ 
tion, they were overcrowded with 3.4 


Appendix 

Table A2: Detailed Description up Variables Extracted prom NFHS Data Files for 76 

Regional Divisions 


.SI No Variable Name 


Description 


1 FLIT 

2 MUSLIM 

3 TFR 

4 q5 

.S CFS 

6 SMAM 

7 CMW 
« CPR 

9 MOD 

to TRAD 

11 AWAY 

12 ANCR 

13 PUBL 

14 PRIV 
LS ATTND 

16 CJMMU 

17 MAL 

18 FOLO 

19 ANCS 

20 AVIST 

21 KNOW 

22 M-RDIO 

23 M TV 

24 M-ANY 
2.‘S MEAN 

26 BLINE 

27 WORK 

28 WAGE 

29 E-RDi,> 
31) F.-TV 

31 E-CIN 

32 E-ANY 

33 SONPR 

34 JHH 

35 MWJH 

36 INBRD 

37 NATAL 

38 NNUM 


Percentage of literate females. The 1991 Census data is for ages 7+ whereas the NFHS data is 
for ever-married women of ages 13-49 years. 

Perccnuige of Muslims. The 1991 Census ^ta is for all members of die household whereas the 
NFHS data is for ever-married women of ages 13-49 years. 

Total fertiliiy rate. The estimate from the census is for 1990 and from the NFHS is for 1987-88. 
The 1991 Census estimate was derived from the birth-order di.siribuiion of births during the 
year preceding Ihe census. The NFHS estimate was derived from the births to women 0-9 
years before the survey. It may have a slight downward bias owing to exclusion of births to 
non-surveyed women of ages 50 years and over. 

Graduated estimate of under-5 monality rate per 1000 live births. The estimates refer 
approximately to the period 1986-88 Both 1991 Census and NFHS estimates were derived 
indirectly from the data on childrcn-ever born and children surviving. In the case of census, 
graduation is ba.sed on separate esiimates of q2. and q3, and in the ca.se of NFHS it is based 
on q2, q3qS, and q 10. 

Completed family sire (i c. mean children ever-born) of women aged 40-49 at the time of the 
NFHS. 1992-93 

Mean age at first marriage ol females computed from agc-scx-marilal status data of the sample 
population. 

Pcrceniage of currently married women in the age inicrval 15-49 years. 

Percentage of currently married women who were using a method nl family planning at the timi' 
ol the survey. 

Percentage of currently married women who were using a modern, temporary method of family 
planning at the lime of the survey. 

Percentage of currently married women who were using a traditional method of family planning 
al the time ol the survey. 

Perccniagcuf currently married women whose husbands were noi staying wilh them at the time 
of the survey. 

Percentage of women who received antenatal care during pregnancy of their last birih that 
occurred during the four years preceding the. survey. 

Pcrceniage of birlhs delivered in public inslilutions among the Iasi births that occurred during 
the four years preceding Ihe survey. 

Percentage of births delivered in private inslitulions umuiig the last hirihsihai occurred during 
ihc four years preceding ihc survey 

Percentage of binhs assisted by trained health professionals among tlic Iasi births lhal occurred 
during the foui years preceding the survey. 

Percentage of fully immunised children (BCG+3 DiT+3 Poiio+ Measles vaccinations) among 
those aged 12-23 monihs at the lime of the survey 
Pcrceniage of children 1 -47 iiumllis who were underweight (below -2SD of the WHO/NCHS 
standard) lor their rcporlud age (e.xi ludes childa’ii of ‘improbable’ weigh!). 

Percentage of cuircnl users of luodern lamily planning incihods in rural areas who after 
acceptance received follow-up visit a^mnie from a health worker. 

Percentage of women in rural areas who were visited al home by a hcallh worker tor antenatal 
care among those who had their lust birth during Ihc four ycais preceding ihe survey. 
Percentage of women in rural areas who were visilcd by a health wiukcr al home ciiher for 
antenatal care or for family planning follow-up services, among those who are cligibh; foi 
such visits. 

Pcrceniage of ever-married women reporting the knowledge of at least one modern, temporary 
method of family planning (includes women who reported llic knowledge utlcr probe) 
Pcrceniage of cvci-married women rc|X)rling that they hcaid a family planning message op 
ladio in the month prior lo the intersicw. 

Percentage of ever-married women reporting that they saw a family planning ine.ssage on 
televi.sion in the month prior lo Ihc interview 

Percentage of ever-married women reporting that they heard a radio or iclevision message on 
family planning in the month prior to the interview. 

Mcan-.scorc of the asset index. This is a weighted index constructed fnmi the data on 
household's ownership of irrigaied and non-irnguted land, livestock, type of house, its 
electrincation, and possession of eight consumer durable goods The weighi given for each 
as.sei was inversely related to (he proportion of rural hou.scholds holding lhal asset. The index 
has a range of vaiialion from 0 to 29. 

Pereenlage of rural households having an asset score of less than 5. 

Pcrceniage of ever-marricd women who reported that they were currently working, 
aside from own housework 

Percentage of ever-mamed woiiien who were employed by someone else. 

Percentage of cver-niarried women who listened lo radio at lea.st once a week. 

Percentage of cver-married women who watclicd television at least once a week. 

Percentage of evcr-inarried women who went to a cinema at least once a month. 

Percentage of cver-marned women who were regularly exposed to any media. 

Percentage of cver-marped women who reported more number of boys than girls in their ideal 
family size. 

Percentage of joint households. The joint household is taken to be one where more than one 
niarrie^widowed/divorced/separated person of the satm* sex are living together. 
Percentage of cvcr-marricd women of ages 15-49 years living in a joint household. 
Percentage of ever-married women who were married lo a blood relative. 

Percentage of home deliveries during the four years prior to the survey that were delivered in 
the natal home of the woman. 

Percentage of cver-married women who gave non-numeric response lo the question on ideal 
family size. 
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persons per room. In comparison, the 
number of persons per room was 2.7 in 
semi-slum and 1.9 in ton-slums. About 
three-fourths of the slun households had 
access to piped drinkirg water and over 
half of the households tad either own or 
shared flush toilet. Almist half of the slum 
households had radio » television .sets, 
which seem to have become an integral 
part of metropolitan lidng. A little over 
40 per cent of slum heusehoids owned a 
bicycle; the same was iruc for hou.seholds 
in non-slum areas. Of .ourse, households 
in affluent parts of tie city also owned 
moiorcycle^scooters ;47 per cent) and 
cars (20 per cent). Ho.vevcr, what distin¬ 
guished the slum and non-slum house¬ 
holds the most was me use of gas/elec- 
iricity for cooking and possession of a 
refrigerator. Only 20 per cent ot the 
households in slums used gas/electricity 
forc(X)king, as again.M 59 percent in .semi- 
slums and 82 per cent in nun-slum areas. 
Similarly, only 11 percent of .slum-dwell¬ 
ers had a refrigerator,is against 42 per cent 
of the semi-slum dwellers and 75 jx:r cent 
of the non-slum residents. 

Although living conditions in slums were 
worse than in non-slums, they were dis¬ 
tinctly betterthan those prevailing in states 
from where a niafority of the migrants 
come. In Bihar and Uttar Pradesh, only 
15-25 per cent of the residential houses 
were cla.ssiried aspucca; only l5-.^0 per 
cent had an electreily connection; 10-20 
per cent had piped water supply; 13 per 
cent had a flu.sh toilet; 25-30 per cent had 
a radio; 10-15 par cent had a television 
set. Only on two indicators residents of 
the two states hid a slight edge over the 
slum-dwellers i.i Delhi: With 2.8 to 3.0 
persons per room, dwelling units were less 
overcrowded, Lnd 40-60 per cent of the 
households had a bicycle. It may, how¬ 
ever, be kept i.i mind that the stale-level 
figures probably give better than actual 
account of living conditions in places of 
origin becau.se among migrants in slums 
the proportion of those from rural areas 
must be higher than the proportion of the 
rural population in the state. 

On health and mortal iO' also, Delhi slums 
fared better than the states of Uttar Pradesh 
and Bihar. The estimated under-five 
mortality rate was about 122 per thousand 
in slums, 93 in semi-slums and 54 in non¬ 
slum areas around 1986-87. On the other 
hand, the rate was 154 in Bihar and 183 
in Uttar Pradesh. The same picture emerges 
with respect to maternal and child care. 
While in Delhi slums 78 per cent of the 
pregnant women had received antenatal 
care and 50 per cent of the children were 
fully immunised, corresponding figures 


for Bihar and Uttar Pradesh ranged around 
40-50 per cent and 18-19 per cent, respec¬ 
tively. However, there was not much 
difference between Delhi slums and the 
two main states of their origin with rc.spect 
to child malnutrition. If 52 per cent of 
children of under age four years were 
underweight for their age in Delhi slums, 
it was 51 per cent in Uttar Pradesh and 
62 per cent in Bihar. Of course, there was 
a significant difference between slum ureas 
and non-slum areas in Delhi in this re¬ 
spect. The percentage of underweight 
children was 52 in stums, 34 in semi¬ 
slums and 30 in non-slum areas of Delhi. 

The situation with respect to fertility 
and family planning loo was not mucli 
different. Around 1987-88, the level of 
TFR was 4.5 in slum.s. 3.5 m semi-slums 
and 2 5 in non-slum areas. In comparison, 
in Uttar Pradesh and Bihar it was 5.3 and 
4.8. respectively. A comparison of TFR 
with CFS indicated that fertility decline 
in recent years was larger in .semi-slum 
localities (1.2 biiihs) than cither in slums 
(0.6 births) or in non-slum regions (0.8 
births). The diffeicntials in fertility levels 
were associated with variations in age at 
marriage of females and in contraceptive 
practice. For c.xampic, the mean age at 
marriage was 19 years in the slums of 
Delhi, while it was 17 to 18 years in Bihai 
and Uttar Pradesh; about half the currently 
married women in Delhi slums were using 
a method of faniily planning but only one 
out of five women in Bihar and Uttar 
Piadesh was doing so. Interestingly, even 
the son-preference index showed similar 
patterns of variation. In Bihar and Uttar 
Pradesh about 56 per cent of women had 
reported more boys than girls in their ideal 
family size, but figures were 40 per cent 
in the slums of Delhi, 35 percent in .semi- 
slums and 20 per cent in non-slums. The 
downward trend in son preference with 
better living conditions in Delhi is ccr 
lainly encouraging. 

Why do slums of Delhi fare better than 
the areas from where they receive mi¬ 
grants? .Some answers to this question can 
be found in the differential.s with respect 
to their characteristics. If only 22 to 24 
per cent of ever-married women were 
literate in Bihar and Uttar Pradesh, 34 per 
cent of the women were literate in slums 
of Delhi, even though this is substantially 
lower than the 89 per cent in non-slum 
areas. Similar differences could also be 
found in the literacy level of their hus¬ 
bands. The slum-dwellers of Delhi also 
had a relatively high exposure to mass 
media. Over 76 per cent of women in 
slums of Delhi were regularly exposed to 
the mass media, whereas only 30-35 per 


cent of women in Bihar and Uttar Pradesh 
enjoyed such exposure. 

Differences between slums and non¬ 
slum areas on a few other social indicators 
may also be of interest: about 13 per cent 
of .slum-dwellers were Muslim, whereas 
they constituted 11 per cent of the semi¬ 
slum population and only 6 per cent of the 
non-slum residents. Evidenily,ptiverty was 
higher among Muslims. The joint house¬ 
holds were somewhat more common in 
non-slum areas than in slums (36 and 31 
per cent, rcsitcctivcly). The large differ¬ 
ence between the prevalence of joint house¬ 
holds among slum-dwellers in Delhi and 
m their place of origin in Uttar Pradesh 
and Bihar (.56 per cent) shows that urbani¬ 
sation has led to nucication of hoaseholds, 
probably because of the scarcity of space 
in the dwelling units. The observed dif¬ 
ferentials in work participation rate of 
women were stnall. There was, however, 
a suggestion of a U-.shaped pattern of 
variation with affluence in the percentage 
of women working for wages or salaries; 
about 11 per cent of women in slums were 
working for wage.s or salaries, as against 
10 percent in semi-slums and 13 percent 
in non-slums. On the other hand, unpaid 
work declined with better living condi¬ 
tions: 10 percent in slum.s, 9 per cent in 
semi-slums and 8 per cent in non-slums. 

VI 

Conclusion.s 

The foregoing analysis shows that the 
rich data from the first NF'H.S can prof¬ 
itably be analy.sed at the regional level. 
The strong geographical clustering of 
regions on many variables and the gradual 
spatial progression seen from high to low 
values prove that sampling variability is 
not a ;nujor obstacle to such an analysis. 
It has been further shown that the regional 
estimates computed by pooling the 1991 
Census data on indicators on which infor¬ 
mation can be collected with relative ease, 
such as on literacy and religion, compare 
well with those derived from the M^S. 
However, on indicators of fertility and 
mortality, the experience is mixed. On 
fertility, the levels and regional patterns 
suggested by the NFHS data are consistent 
with those obtained indirectly from the 
birtli-order information from the census, 
except for some north-eastern states, where 
the NFHS appears to have underestimated 
fertility levels. On child mortality, the NFHS 
data not only suggest substantially higher 
levels than the census, but the indicated 
regional pattern also differs from that 
derived from the census data. Even though 
the estimates of child mortality from the 
NFHS were subject to greater sampling 
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variability, the major share of the blame 
for the inconsistency should go to the poor 
quality of the census data on this subject. 

The regional analysis of the NFHS data 
confirms that fertility has been declining 
everywhere: among the 76 regions con¬ 
sidered in the analysis, there was not even 
a single one where the decline was not 
evident. Interestingly, declines in fertility 
during mid-1970s to late 1980s were not 
related to the initial level. However, there 
wa.s a clear regional difference: in the 
extreme south (covering Kerala, Tamil 
Nadu, and parts of Karnataka and Andhra 
Pradesh), west coast of India and Gujarat 
the decline was more than one birth per 
woman whereas in the Hindi heartland it 
was by half a birth or less. 

The observed regional vaiiations in the 
levels of fertility, and the patterns of 
decline, cast doubts on the validity of any 
state-specific models of change. One finds 
four distinct clusters of low fertility re¬ 
gions in the Indian landscape. The two 
most advanced of these arc in the south, 
along the coastal plains and the interior 
hill regions. The one on the west coast is 
both long and broad, and extends even to 
the Saurashtra peninsula. The narrower 
region in the east extends up to the north 
coast of Andhra Pradesh. Both regions 
become broader at the south end, and 
converge to form a single region of ex¬ 
tremely low fertility. In the north, the cluster 
of low fertility regions is in the north¬ 
western region, comprising of Punjab, 
Himachal Pradesh, Jammu and northern 
parts of Haryana and Uttar Pradesh. Fer¬ 
tility levels here arc sub.stanlially lower 
than in the Gangetic plains. In the cast, 
the regions around the Bay of Bengal have 
a lower fertility. This cluster comprises of 
southern Gangetic delta, Tripura, Mizoram 
and Manipur. The adjoining regions in 
Bihar and Ori.ssa too have a relatively low 
fertility. Such regional clustering is not 
unique to fertility and contraceptive prac¬ 
tice; it is seen also in child mortality, 
antenatal aare, child immunisation, etc. 

It is encouraging that even in the so- 
calledBIM ARU states, a few regions show 
.some dynamism. They are north-western 
arid plain and Aravalh hill range in 
Rajasthan, Malwa and Narmada valley 
range in Madhya Pradesh, southern pla¬ 
teau of Bihar and the Kuinaon region of 
Uttar Pradesh. The most backward region 
in each state with respect to eight indica¬ 
tors, as-set-poverty, malnulri.ion. child 
mortality, maternal andchildcarc, fertility 
and contraception, and female literacy is 
shown in Table 5. The table al.so shows 
the five most backward regions in India 
on each of the eight indictors. Finally, an 


overall assessment is provided by counting 
the number of times a region is listed as 
backward on the eight indicators. Accord¬ 
ing to this a.s.sessmcnt, the most backward 
regions of India are north Bihar plain 
(Maithila/Tirhut), Bundelkhaitd, Bhojpur, 
and south-western plains of Uttar Pradesh, 
and the extremely arid region of Rajasthan. 

Reducing fertility in these regions, and 
more generally in north India, is a formid¬ 
able task as they are backward in many 
respects. They have the highest levels of 
illiteracy, poverty, malnutrition.child morta¬ 
lity, son preference and joint family living. 
These problems arc compounded by low 
expetsure to mass media and limited exten¬ 
sion work carried out by the health staff. 
In such regions fertility decline is largely 
guided by a slow process of diffusion, 
wherein new information and practices get 
transmitted only through personal contact. 

The NFH.S data also provide new in¬ 
sights on some old debates, such as the 
nexus between poverty, malnutrition and 
di.sease. The regional estimates of asset- 
poverty, child malnutrition (measured by 
weight-for-age) and child mortality show 
that while there is a strong relationship 
between child mortality and child malnu¬ 
trition, that between poverty and malnu¬ 
trition is weak. The association between 
malnutrition and disca.se receives stronger 
confirmation from the NFHS data than the 
link between poverty and malnutrition. 

The data on the slums of Delhi show 
that although living conditions and health 
status of slum dwellers are worse than 
tho.se of the residents of non-slum areas, 
they are distinctly better than those pre¬ 
vailing in states from where the majority 
of migrants to Delhi are drawn. The slum 
dwellers are particularly better off with 
respect to type of dwelling units, access 
to electricity, .safe drinking water and flash 
toilet. They are more likely to own modern 
electronic goods,.such as radio and tele¬ 
vision. More of their children are 
immunised and fewer tend to die. Their 
women arc more likely to use antenatal 
and postnatal care services, and also to 
adopt a method of family planning. The 
advantage of slum dwellers seems to be 
derived from theirhigher literacy and more 
extensive exposure to the mass media 
leiative to their counterparts resident in 
their places of origin. However, it also 
implies that migration to Delhi would 
continue until the living conditions in 
places of origin - mainly in Uttar Pradesh 
and Bihat - improve to the minimum levels 
found in cities. 

(We are grateful to Pravin Visariu, Director, 
Institute of Economic Growth, Delhi, fur his 
unflinching support, advice, criticism and patience 


during the prolonged period of writing this report. 

However, the usual disclaimers apply.] 
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Proximate Determinants of Fertility in India 

An Exploration of NFHS Data 

l^ccla Visaria 

Variations infertility are generally examined in terms of socio-economic factors such os education, income, 
caste, place of residence. These factors con affect fertility tmly through intermediate variables such as 
proportion of females married, prevalence of contraceptive u.\e, inciilcnce of induced abortion and the fertility 
inhibiting effect on breastfeeding. This article attempts to estimate the values of the pro.ximate determinants 
of fertility for major states after e.xamining available evidence and interstate variations in these factors. 


I 

Perspective 

1NDI A, the second most populous country 
of the world, had a iiopulation of 846 
million at die time of the 1991 Censu.s and 
an estimated 9S0 million at the end of 
1997. The implicit average annual growth 
rate during 1981-91 was 2.1 per cent, only 
slightly lower than the2.2 per cent observed 
during the two decades of 1961-81 
[Gol 1993a]. The ncar-slagnalion in the 
growth rate reflects the downward trends 
III both mortality and fertility. The 
continuing welcome decline in the death 
rate (from about 27 (icr l,OfX) population 
at the lime of India’s independence in 
1947 to about 10 in 1991) has compensated 
for the decline in the birth rate, which 
came down from 4.5 during the 19.50s to 
.30 in 1991. By 1996, birth and death rales 
were down to 27 and 9. respectively. 

Fertility has declined throughout the 
country, albeit at a varying pace, as is 
evident from the data available from the 
Sample Kegi.strution System(SRS)ol India 
[Gol 1993bj. Tliis continuous series of 
lertility e.stimates available for nearly 30 
years for most of the major states enables 
us to understand the extent ol transition 
from a relatively high level of fertility to 
moderate or lov. levels.' As shown in 
Table I. among the major states of the 
country, about 10 |>ercenl of the population 
(in the two southern states of Kerala and 
Tamil Nadu w ilh a total population of 8.5 
million in 1991) had already attained a 
below replacement level or replacement 
level total fertility rate(TFR)of 2.1 during 
1991 -93.^ In seven other stales w ith a total 
population of 338 million (40 per cent of 
the total), the total fertility rate, or the 
average number of children born to a 
woman, declined from 6 or more in the 
196()s to half that level of close to 3.0 and 
ranged in a narrow band between 2.8 and 
3 I in 1993. The seven states are Andhra 
Fradesh, Gujarat, Karnataka. Maharashtra. 
Orissa, Punjab and West Bengal. Even in 
the four large north Indian states of Uttar 


Praitcsh. Bihar, Madhya Pradesh and 
Raiastinin, wjih a total population of 336 
million (close to 40 [lercent ol the total), 
which arc regarded as die most backward 
in terms of demographic transition, the 
TFR has evidently declined by between 
20 to .30 per cent during the past 10 to 20 
years and in 199.3 ranged between 4.2 and 
.5.2. Compared to the medium and low 
variants of the icceni 1992 UN prO|ec- 
tions. [UN 199.3,1994|-^ which envisaged 
for India a fFR o) 3.8.5 and 3.77 during 
1990-9.5, TFR of 3 5 during 1991-93 was 
nearly 10 per cent lower than the medium 
projection. At the aggreguic all- India level, 
fertility has declined at a faster rate than 
was expected by almitst anyliody. 

In 1993, the ruial TFR was estimated 
at .3.8 and urban TFR at 2.8.11 riirai-urhun 
difl'ercnccs in TFR arc presumed to be 
virtually negligible up loabout early I9()<)s 
• or before fertility began to decline, ruial 
fertility has declined by about onc-third 
and urban fcriilnv by over 50 per cent 
from a TFR ol 6 in thice decades. These 
figures suggest considerable progress ol 
the order of .54 per cent in runil and 87 
|>crccnt in urban areas towards a replace 
meiit level of fertility or a TFR of 2.1. ' 
The state-level csiimalcs ol TFR in urban 
areas arc often based on a small sample 
and, therefore, three-year averages tire 
more stable. Such estimates suggc.st a 
sharp decline in urban fertility to near or 
below replaceineiii level not only in Kertila 
and Tamil Nadu but also in Assam, 
Himachal Pradesh and West Bengal. Only 
the four large iionh Indian states ol Bihar, 
Madhya Pradesh, Rajasthan and Uttar 
Pradesh refxirtcd an uibanTF'R ol between 
3.3 and 3.7. This decline in urban lertility, 
with the urban sector con.stitutirig a total 
population of 215 million according to 
the 1991 Census (and estimated at 240 
million in 1995 [UN 1995j^hasconsidcr- 
able significance for the demographic 
situation in thecounlry asa whole, because 
continuing interaction between urban and 
rural populations is likely to generate a 
fairly strong demonstration effect. 


Such variations in feilility are generally 
examined and understtHHl in terms of .s<Kio- 
economic factors such as education, 
income, caste, place ol residence, etc, and 
their impact on fertility is measured cross- 
.seciionally or over lime, if data permit 
such an analysis. Research on variables 
(hat can explain (he maximum variance or 
on po.ssible pathways that cun explain the 
route to decline in feilility has continued 
to attrucl the attention of social .scienli.sts. 

It has also been recogm.sed that iiocio- 
ecoiioniic factors t.m aflect fertility only 
through inicrmediatc variables, which 
dctcrniine (he exposure to intercourse, to 
conception and cailying the pregiiaiicy to 
full term such that it results in a livebirth. 
The analytical 1 1 ante work presented by 
DavisiindBlake( 1956: 211-35)nearly40 
years ago listed 11 such intermediate 
variables. Bongaurls (1982: 179-89) in 
ciirly IRKO.*- listed seven pioximale deter¬ 
minants or the biologiciil or behavioural 
factors of feilility thioiigh which all the 
socio-cultiiral aiul economic proccs.ses 
have to iiiteiact with fertility These arc: 
mairiagc, natural fcctmdability or fre¬ 
quency of intercourse, spontaneous 
iniiauteriiie luortahly. induced abortion, 
post-paitum miecuiidability use and 
effectiveness ol coniriiccplion and onset 
of pe< manent sterility | Bongaartsand Potter 
I98.3|. However, the available evidence 
suggests little variation between popu¬ 
lations m (he proximate dcterminaiits of 
natural fertility such us the risk of .spon¬ 
taneous intrauterine mortality or in the 
incidence of |)crmuiient sterility or in 
iiatuial fecuiidabiliiy. Bongaarts demon¬ 
strated (hat 9() per cent of' the variance in 
the fertility levels among .societies is ex¬ 
plained by the remaining four proximate 
determinants of regulated fertility or the 
proportion of females married, the pre¬ 
valence of contraceptive use, the incidence 
of induced abortion and the fertility- 
inhibiting citcci of breastfeeding. 

In the formulation explicated by 
Bongaarts, the TFR is expressed as the 
product of four indices measuring their 
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fertility-inhibiting effect and the total 
fecundity rate (TF). The total fecundity 
rate is the average number of livebirths 
expected among women who during their 
entire reproductive period remain married, 
do not use any contraception, do not have 
any induced abortion and do not breastfeed 
their children. In such a hypothetical 
situation the value of TF is found to vary 
between 13 and 17, but Bongaarts has 
suggested the mean value of IS.3 births 
while testing the model. According to the 
model, 

TFR = C(m) * C(c) * C(a) * C(i) • TF 

where TFR is the total fertility rate, 
C(m) is the index of proportion of 
women married, C(c) is the index of 
contraception, C(a) is the index of 
induced abortion, C(i) is the index of 
laetational infecundability, and TF is 
the total fecundity rate. 

Before estimating the values of each of 
the proximate determinants of fertility for 
all the major stales of India, we need to 
examine the available evidence on the 
level and the observed interstate variations 
in the marriage patterns, breastfeeding 
practices, use of contraception, and of 
abortion which affect fertility. 

II 

Proximate Determinants of Fertility 

(a) Marriage: The age at marriage (or 
entry into sexual union) and the proportion 
of women remaining single determine the 
number of women exposed to the risk of 
pregnancy and the duration of time for 
which they would be exposed to the risk 
of pregnancy. Throughout the woilcl, 
women arc at risk of pregnancy between 
the ages of 1S and 50 or for about 35 years. 
However, this duration is truncated when 
age at marriage or entry into sexual union 
is postponed or exit from marriage is 
advanced due to divorce, separation or 
death of a spou.se. Further, assuming that 
there is no child-bearing outside marriage, 
if some proportion of women do not at 
all enter marriage, the overall fertility is 
reduced. In India, marriage continues to 
be both early and nearly uni vcrsal, although 
there issomeevidcncethat in metropolitan 
cities, the proportion of single women in 
the age group 40-44 may be going up. 
However, less than 1 per cent of urban 
women aged 40-44 were reported as single 
in 1991. On the other hand, age at marriage 
has been steadily going up for both women 
and men: lot women it has gone up from 
16 years in 1961 to 19 years in 1991, or 
by about one year in a decade.^ 

In a vast country such as India, there are 
significant interstate variations in the mean 


age at marriage. Although throughout the 
countiy, marriage for women has tended 
to be nearly universal, the age of entry into 
marriage has varied a great deal. Among 
the major states, the difference between 
the highest e.stimate of mean age at marriage 
of women for Kerala (23.9 years) and the 
lowest for Rajasthan (17.6 years) was a 
little over six years according to the 1991 
Census data. The proportion of women 
reported as single in the age group 15-19 
was 88.5 per cent in Kerala; it was barely 
half of that (43.8 per cent) in Rajasthan. 
In the next age group of 20-24 years, the 
proportion of women reported as single 
in Kerala and Rajasthan was 43.4 and 5.8 
per cent. 

Like most demographic surveys, NFHS 
has also collected information on the 
marital status of the sample population for 
the major states of India. On the basis of 
the age-specific distribution of women by 
marital status, singulate mean age at 
marriage has been estimated for the states. 
At the time of the tabulation of the NFHS 
data, the comparable estimates based on 
the 1991 census were not available. Since 
the publication of the NFHS data, they 
have become available and are pre.sented 
along with the 1981 e.stimatcs and those 
based on the NFHS data, in Table 2. The 
estimates confirm the upward trend in the 
mean age at marriage throughout the 
country. 

(b) Use of contraception: The major 
determinant of fertility in modern times 
in most countries would be the use of 
contraception to regulate fertility. India 
has officially accepted a nationwide family 
planning programme since 1952, but the 
use of contraceptives did not spread widely 
for nearly two decades. The programme 
has, since the late 1960s, been collecting 
statistics on the distribution and acceptance 
of four methods provided by the pro¬ 


gramme (condoms, lUD, oral pills and 
sterilisation) andhas been converting them 
into couple protection rates (CPR-SS) on 
a yearly basis for all the major states of 
India.^ In India, the couple protection rate 
has risen from about 13 per cent in 1970 
to close to 45 per cent in the mid-1990s. 
However, we akso have three nationwide 
surveys conducted in 1970,1980and 1989, 
by the Operations Re.search Group, 
Baroda^ and the NFHS survey of 1992- 
93, which have provided estimates of 
method-.specific contraceptive prevalence 
rates for the major states. Compared to the 
official .statistics, the contraceptive pre¬ 
valence rates based on the more recent 
surveys have indicated lower u.sc of rever¬ 
sible methods and point to exaggeration 
or over-reporting in the official statistics.*^ 
There is, no doubt, that the use of 
contraception to lower marital fertility has 
gone up throughout the country, although 
regional differences persist. According to 
the NFHS data, among the major states,, 
contraceptive use ranged between a low 
of 20 per cent in the largest state of India, 
Uttar Pradesh, and a high of 63 per cent 
in the southern state of Kerala. However, 
in the country as a whole, sterilisation, 
mostly of females but to a small extent of 
males also, accounted for 75 per cent of 
all methods and 85 per cent of all modem 
methods in use. The trend has been similar 
throughout the country. The reliance on 
sterilisation is almost as high in Kerala as 
itl-the re.st of the country. The only 
exceptions arc the north-eastern states of 
Assam and Tripura, where close to half 
of contraceptive users reported using 
traditional methods such as rhythm. Nearly 
half of the Kerala couples had resorted to 
sterilisation. Further, for the majority of 
the users, sterilisation was the first and the 
last method of contraception; according 
to the NFHS 82 per cent of women had 


TxBi.k 1; CHANUE.S IN Tjitai. Fcrtii.ity Rate in Major States or India 


Stale 

Total Ferlilitv Rale 

Per Cent Chance 


1970-72 

1980-82 

1990-92 

1971-81 

1981-91 

1971-91 

All India 

5.2 

4.5 

3.7 

1.3.5 

17.8 

28.8 

Andhra I*radesh 

4.7 

3.9 

3.0 

17.0 

23.1 

36.2 

A.ssam 

5.5 

4.1 

3.4 

25.5 

17.1 

38.2 

Bihar 

- 

5 7 

4.6 

- 

19.3 

- 

Gujarat 

5.7 

4,4 

3.2 

22.8 

27.3 

43.9 

Haryana 

6.4 

5.0 

3.9 

21.9 

22.0 

39.1 

Karnataka 

4.4 

3.6 

.3.1 

18.2 

13.9 

29.5 

Kerala 

4.1 

2.9 

1.8 

29.3 

37.9 

56.1 

Madhya Prudc.sh 

5.7 

5.2 

4.6 

8.8 

11.5 

19.3 

Maharashtra 

4.5 

3.7 

3.0 

17.8 

18.9 

33.3 

Orissa 

4.8 

4.2 

3.3 

12.5 

21.4 

31.2 

Punjab 

5..t 

4.0 

3.1 

24.5 

22.5 

41.5 

Rajasthan 

6.3 

5.4 

4.5 

14.3 

16.7 

28.6 

Tamil Nadu 

3.9 

3.4 

2.2 

12.8 

35.3 

41.0 

Uttar Pradesh 

6.7 

5.8 

5.2 

13.4 

10.3 

22.4 

West Bengal 

- 

4.2 

.3.2 


23.8 

- 
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not used any other method of contraception 
before accepting sterilisation. While the 
use-effectiveness of sterili.sation is higher 
than that of other methods and certainly 
much higher than that of traditional 
methods, contraceptive u.se cannot increase 
very rapidly because couples adopt it only 
when they are ready to limit their family 
size. 

(c) Duration ofbreasifeeding and ten gth 
of postpartum amenorrhoea: Tt is 
reasonably well established that breast¬ 
feeding is the principal determinant of 
postpartum amenorrhoea and with the 
increase in the duration of breastfeeding, 
the duration of amenorrhoea rises. In order 
to estimate the effect of amenorrhoea on 
fertility, information on the duration of 
breastfeeding is essential. Although 
breastfeeding in India is known to be almo.st 
universal and prolonged, until recently 
very few surveys had collected information 
on the duration of breastfeeding and the 
associated postpartum amenorrhoea. 
According to the recent .SR.S data for 1990- 
92. the average birth intervals in India 
continue to be rather long, with more than 
60 per cent of all second and higher order 
births reporting an interval of 24 months 
or more and only less than 5 per cent of 
the births occurring within lOto 12month.s 
of the previous birth |GoI 1993b; 25-26]. 

Jain and Adlakha (1982: 589-606) 
reviewed the data available from a few 
surveys conducted in the 1970s and 
concluded that the average duration of 
breastfeeding had declined by about two 
months from 22 months in the early 1970s 
to 20 months in the late 1970s. In a survey 
of four districts undertaken in Gujarat in 
1989, the estimated mean duration of 
breastfeeding ranged between 21 and 26 
months I Visariactal 1995:156). It is often 
said that compared to rural women, urban 
women tend to breastfeed their children 
fur a shorter duratii m. and the Gujarat data 
do confirm that the urban women tended 
to breastfeed their children for a shorter 
period (by two to three months) than rural 
women. The studies compiled by Jain and 
Adlakha did not conclusively support the 
existence of such rural-urban differentials 
in the 1970s. The size of the samples of 
some of the studies was perhaps not large 
enough to derive stable estimates for rural 
and urban areas separately. 

The NFHS asked a set of questions to 
women who had children less than four 
years old which enabled them to derive 
estimates of median or mean duration of 
breastfeeding. For the country as a whole, 
the mean and median duration of 
breastfeeding was estimated at 26 and 24 
months, respectively. However, there were 
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significant interstate differences in the 
mean duration of breastfeeding, which 
ranged from a low of 17 months in Tamil 
Nadu to 33 months in West Bengal. In the 
eastern region of the country, women 
tended to breastfeed their children for a 
somewhat longer duration than women in 
most other major states of the country. 
(See Intcrnationul Institute for Population 
Sciences, 1995; and NFHS 1992-93, 
P 279.) 

Admittedly, breastfeeding of this long 
duration does not protect women from 
conception for the entire duration, partly 
because w'omen do not exclusively 
breastfeed the children when they arc a 
little olderbut supplement brcu.st milk with 
other feeds. The NFHS has estimated that 
in India, the median duration of postpartum 
amenorrhoea is nine months with a .sizeable 
interstate variation However, the periiHl 
of lactational or postpartum anicnttrrhoeu 
tends to overlap with that of abstinence 
from sexual relations between spouses. 
Throughout the country childbirth is almost 
always followed by several months of 
abstinence and its duration, which is ritually 
delertnincd, does not vary a great deal. The 
NFH.S has estimated the overlap between 
postpartum umeiiorrhocu anti abstinence 
and derived theduration of net |K>stpartum 
non-susceptibility lor the couniiy as a 
whole as well as for the major states. For 
all India, the median duration of net non¬ 
susceptibility toconception was estimated 
to be 10 months. 

The NFHS docs not take into account 
the likely overlap between the postpartum 
amenorrhoea and the u.se of modern 
methods of contraception, other than 
abstinence, hecau.se some women do start 
using contraception prior to resumption ol 


their menstruation. For example, health 
workers do encourage women to accept 
an HJD, within a few months of childbirth. 
When women have attained the desired 
number of children, a permanent method 
like tubc'ctomy is also promoted and 
accepted a few days after delivery. To 
estimate accurately the net duration of 
postpartum infccundability, the overlap 
between postpartum amenorrhoea and 
abstinence us well as the use of other 
contraceptives needs to be estimated. 
However, in a survey of four districts of 
Gujarat, the overlap between postpartum 
amenorrhoea and use of contraception 
varied only between 1.7 and 2.6 months 
IVisaria cl al 1995- 156]. 

(d) Abort ion: The extent to which women 
resort to abortion has a direct effect on 


TaW-I y ToIAL h Kill ITY Rait. Makiiai 
l-Lkrll.n^ Rah and Indi-.x of Makkiaof fok 
Major Siafi.s of India, 1992-n.t 


.Slate 

'I'ulal 

Penilily 

Rale 

Marital Index 

t■crlillly Marriage 
Rale Ctm) 

All-liidi,i 

<9 

4 77 

0.711 

Andliia Pi.idesh 

2 .‘>9 

.»..')() 

0.740 

A.ssani 

t 5-i 

S 81 

0.()08 

Hihar 

4.(H) 

4.89 

0 818 

(iiijaral 

2.99 

.Sl)8 

0..‘iK9 

Maryana 

3,99 

.S,2t 

0.763 

Karnataka 

2.8.S 

4 48 

0.(>;i6 

Kerala 

2 00 

4 12 

0.48.5 

Madhya Pradesh 

.1.90 

4.72 

0.826 

Mahurashlra 

2.8(1 

4.M 

0.6.74 

Orissa 

2.92 

4.S8 

0.6.78 

Punjab 

2 92 

S S2 

0 529 

Rajasthan 

.3 ().) 

4 7) 

0.767 

I'ainil Nadu 

2.48 

4..)6 

0.569 

Uttar Pradesh 

4 82 

(>0I 

0.802 

We.sl Itengal 

2 92 

4 .10 

0 679 


Naif. Index of niairiagr (Cm) = Tolal fertility 
talc/lolal marital Icrtilily rale. 


Taiiil 2'Sisoi.i.Aii: Mfan A(,i ai .Makkiaoi ior Womin in Major Sia1'.s oi India 


Stale I9K) Census _ 1991 C:enMis _ I9«j2-9.t NFH.S 



Rural 

Urban 

All 

Rural 

U.han 

All 

Rural 

Urban 

All 

All-India 

17.8 

20.1 

18 4 

19 0 

11“ 

19.6 

19.3 

21.5 

20.0 

Andhra P.-adesh 

16.8 

18.9 

17 7 

17 9 

20.1 

18.5 

173 

20.3 

18.1 

Assam 

NA 

NA 

NA 

:i -t 

23 2 

21,5 

21.4 

23.0 

2i.6 

Bihar 

16 3 

18.7 

16.7 

17 5 

20.0 

17.9 

17.6 

20.3 

18.0 

Gujarat 

19.1 

20.5 

19.5 

19.8 

21.3 

20.3 

20.0 

20 6 

20.2 

Haryana 

NA 

NA 

179 

18.5 

20 7 

19.1 

17.9 

199 

18.4 

Karnataka 

187 

20,5 

19 7 

l<‘9 

21.9 

20.5 

19.0 

20 8 

19.6 

Kerala 

21 7 

22.4 

21 8 

2.7 5 

24 9 

27.9 

21.7 

23 2 

22.1 

Madhya Pradesh 

I6.U 

19.0 

16 7 

17 5 

2(i.2 

18 2 

16,7 

19.7 

17.4 

Maharashtra 

18.7 

20.3 

18.8 

19.0 

21.4 

20.0 

17.9 

21.3 

19.3 

Orissa 

18.9 

19.9 

19.1 

20 3 

21.8 

20.5 

20 4 

21.8 

20.7 

Punjab 

NA 

NA 

21 1 

21.1 

21.4 

21.2 

20.9 

21.7 

21.1 

Rajasthan 

15.8 

18.0 

16 3 

17.1 

19.2 

17.6 

17.9 

20.5 

18.4 

Tamil Nadu 

19.9 

20.9 

20.3 

20 8 

22.1 

21.3 

20.0 

21.3 

20.5 

Uttar Pradc.sh 

16.2 

19.4 

16 8 

17.7 

20.6 

IH.4 

17.9 

20.9 

18.6 

We.sl Bengal 

18.5 

21.4 

I9..7 

19.2 

22.8 

20 2 

18.1 

21.8 

19.2 


Note: In I98I, Punjab and Haryana constituted unc state and although state level estimates of 

mean age at marriage for these states have been made, those forj'ural and urban areas are 
not made. 

Sourres: Goyal (I988. 97-119); 1981 and 1991 Census; and NFHS 1992-9.^. 
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fertility levels, independent of other 
proximate determinants, because abor¬ 
tion ends a pregnancy. Abortion may be 
spontaneous or deliberately induced to 
end an unwanted pregnancy or mal¬ 
formed pregnancy, which may be life- 
threatening, or to end a pregnancy with 
a foetus of the wrong sex. The extent 
of spontaneous abortions in a population 
may depend on the nutritional .status of 
women or maternal health. However, 
induced abortions depend upon the 
cultural, religious and .societal norms 
and 4 ltitudcs as well as on the legal status 
of abortion in the country. In India, induced 
abortion has been legal since 1972 and yet 
there arc no firm e.stimatc.s of the number 
of such abortions performed in the country. 
The lack of information stems from the 
fact that, besides the governmental faci 
lities, many women use private facilities 
for abortions. Abortions in these facilities 
are often performed by unqualified health 
practitioners and arc rarely recorded. 

In the curly I99()s, a study undertaken 
to understand the extent to which women 
resorted to abortion in the country, 
e.stimatcd that II million abortions 
occurred in India annually, of which 60 
per cent were probably induced and the 
remaining were spontaneous [Chabra and 
Nuna 1993: 17-27]. While collecting 
information on pregnancy history of 
women, questions on both spontaneous 
and induced abortions arc invariably asked 
in many surveys. However, it is widely 
held that the incidence of induced abortion 
is grossly under-reported in the surveys 
fora complex .set of reasons. Theie is still 
a stigma attached to reporting induced 
abortion. W<»men or couples often do not 
inform their immediate relatives about 
having resorted to abortioii and arc 
unlikely to report it to the investigators 
Sometimes induced abortions arc 
reported us spontaneous abortions. liven 
if the reference period of the survey 
requires women to recollect the out¬ 
comes of all pregnancies since marriage 
until the time of the survey, some events, 
which do not re.sult in livebirths, arc 
omitted. In the four-district Gujarat 
study, while 9 to I.S per cent of all 
women who were interviewed, reported 
having experienced a spontaneous 
abortion, only about I to 2 per cent 
reported an induced abortion. The total 
abortion rate worked out from the 
reported occurrences ranged between 
0.1 and 0.2 per woman, with large rural- 
urban differences within the districts 
IVisaria et al 1995; 153]. 

The NFHS collected information on 
outcomes of all lifetime pregnancies from 


all ever-married women in the survey and 
noted that women reported 4.5 and 1.3 per 
cent of all pregnancies as having ended 
in spontaneous and induced abortions, 
re.spectively. The NFHS report admits that 
the information collected on abortions is 
likely to be less accurate than on livebirths. 
In spiteof the po.ssibility that the incidence 
of induced abortion in India is on the 
increase, its estimates tend to be very low 
so that the effect of this factor on total 
fertility is also estimated to be very small. 

Ill 

Estimation of Proximate 
Determinants of Fertility 

While Bongaarts's analytical framework 
lends itself well to measuring the impact 
of proximate determinants of regulated 
fertility, either over time or between sub¬ 


populations within a region, to understand 
their individual contribution, data on all 
these factors were not readily collected in 
one survey until recently. Pooling infor¬ 
mation from different surveys poses 
problems of comparison in terms of 
sampling design, reference period and 
geographical coverageof surveys. In India, 
for the first time, data on marriage, use 
of contraception, duration of breastfeeding 
and length of postpartum amenorrhoea 
and outcome of pregnancics.are available 
from one source - the 1992-93 National 
Family Health Survey (NFHS). These data 
enable us to e.stimatc the values of proxi¬ 
mate determinants of fertility for all the 
major states. The state samples of the 
NFIIS were based on the population size 
of the states and ranged between 2,766 
respondent women in Jammu and Kashmir 


4: CoNTRACKPTivF Use Ratf by Mfnioii and iNorx OF CoNTKArKW'oN FOR Major Statcs 
OF India. 1992-93 


Slate _ Contraceptive Use by Method _ Contraceptive UF. Index of 

Slcrili.satiuii ItJD Oral PilLs Other Prevalence Contra- 

Methods Rale ception Cto 


All India 

.309 

.019 

.012 

XM 

40.7 

.385 

0.584 

Andhra Pradesh 

'.452 

(K}6 

.005 

.012 

47.4 

.552 

0.492 

Assam 

.146 

.009 

.028 

,247 

43 0 

.330 

0.643 

Bihar 

.1X7 

.OO.S 

.oil 

028 

23.2 

.227 

0.755 

Gujarat 

.410 

.031) 

.010 

035 

49.3 

.472 

0.490 

Haryana 

348 

.032 

.012 

.105 

49.7 

.463 

0.500 

Kamalaka 

.427 

.032 

.004 

.030 

49 4 

.463 

0.5IM) 

Kerala 

483 

.027 

.005 

.118 

63.3 

.597 

0..'>55 

Madhya Pradesh 

.317 

.oil 

.007 

.032 

36.7 

.355 

0.617 

Maharashtra 

.46.3 

.025 

.014 

.037 

54.1 

.528 

0.430 

Orissa 

.317 

.015 

.009 

023 

.36.3 

.355 

0.617 

Punjab 

.340 

.063 

.022 

-.163 

58.7 

.5.34 

0.423 

Rajasthan 

.278 

.012 

.005 

.024 

31.9 

.310 

0 665 

Taiiiil Nadu 

.396 

.036 

.006 

.062 

49.8 

.478 

0.484 

tlllar Pradesh 

.131 

.Oil 

.010 

.047 

19.8 

.183 

0.802 

West Bengal 

.308 

.013 

.036 

.220 

57.7 

.506 

0 4.53 


'I'abi !■ 5’ Tot At. Abortion Ratt, iNprx of Abortion and of Postfartom Inflcundability tor tiii. 


Major .Staiisof India. 1992-93 

Stale 

Total 

Abortion 

Rate 

Index of 
Aliorlion 
C(a) 

Median 

No of 

Months of PA 

Pustparlum Postpartum 
Abstinence Non-suscep- 
libiliiy 

Index of 
Posl'iaitum 
Amenorrhea 
C(i) 

All India 

.048 

0 991 

9.0 

3.4 

10.2 

0.698 

Andhra Pradesh 

.022 

0.995 

9.1 

4.3 

10.1 

C 699 

Assam 

110 

0.982 

10.2 

2.9 

10.9 

0.680 

Bihar 

.013 

0.998 

9.9 

2.9 

10.6 

0.687 

Gujarat 

.026 

0 995 

8.9 

2.9 

9.4 

0.717 

Haryana 

.067 

0.990 

8.9 

2.0 

8.9 

0.730 

Karnataka 

.034 

0.993 

8.6 

5.3 

10.0 

0.702 

Kerala 

034 

0.989 

5.4 

4.8 

7.3 

0.775 

Madhya Pra.lesh 

.025 

0.996 

8.3 

2.5 

9.4 

0.717 

Maharashtra 

.031 

0.993 

8.5 

4.5 

9.8 

0.707 

Grissa 

.028 

0.995 

8.5 

4.7 

10.2 

0.699 

Punjab 

.054 

0.988 

4.1 

2.4 

4.4 

0.873 

Rajasthan 

.043 

0.994 

8.0 

2.0 

8.6 

0.738 

Tamil Nadu 

.124 

0.971 

5.6 

5.6 

9.3 

0.719 

Uttar Pradesh 

.047 

0.995 

8.9 

2.9 

9.5 

0.714 

West Bengal 

.028 

0.994 

9.5 

2.3 

10.0 

0.702 


Notes' Data are collected from mothers of children born during the three years preceding the survey. 
Medians are ba.sed on current status. 

Non-su.sceptible is defined as amenorrhocic or abstaining or both. 
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and 11,438 in Uttar Pradesh.'' With such 
a sample size, it was possible to derive 
reasonably stable state level estimates of 
ihecontribution of proximate determinants 
which would help understand the U ansition 
from natural to controlled fertility in the 
l.S major states of the country. (Jammu 
and Kashmiris not included in this analysis 
because NFHS was conducted only in the 
Jammu region and the IWl Census was 
not conducted in Jammu and Kashmir.) 

(a) Index of marriaife: The index of 
marriage C(m) is estimated from the 
information on total fertility rates (TFR) 
and total marital fertility rates (TMFR) as 
reported by the NFH.S. These rates are 
based on the births during the three-year 
period of 1990-92 before the year of the 
survey. The index of marriage is estimated 
as TFR/TMFR. The values for the major 
states of India are shown in Table 3. The 
value of C(m) measures the effect of age 
at marriage on fertility and increa.ses with 
an increase in the age at marriage. In other 
words. C(m) expresses the effect of non- 
iiiarriage in terms of a reduction in fertility 
per woman. As is evident, the interstate 
variations in TFR ranged between a low 
of 2.0 for Kerala to more than twice that 
level of 4.8 for Uttar Pradesh. The total 
marittil fertility ranged iK-twecn a low value 
of 3.5 for Andhra Pradesh to 6.0 for Uttar 
Pradesh. 

(b) Index of coniraceptioir. The index 
of contraception C'te) is e.stiinated from 
the information on method-specific 
contraceptive prevalence rates and use 
effectiveness of various melhoils. Ihcse 
data arc converted into an equation; (’(e) 
= 1 -1.08 uc, where ii is the contraceptive 
prevalence and e is the average effective¬ 
ness. Th-' value of e is a weighted average, 
with method-specific prevalence rates as 
weights. The average effectivenc.ss is 
assumed to he 1.0 for sterili.satioii, 0.95 
for lUD, 0.90 foi oral pills and 0.7 for all 
other methods, including condom*. The 
method-specific contraceptive u.sc rates, 
the average effecti veness and the est imated 
index of contraception are given in Table 4. 
The value ol C(c) measures the fertility- 
inhibiting effect of contraceptive use. 
A high value of C(c) i.<; a.ssociated with 
low useof contraception. If contraceptive 
practice were absent or completely 
inefficient, C(c) would be 1.0. Among the 
states, as one would expect, the estimated 
C(c) ranges between a high of 0.80 in Uttar 
Pradesh and a low of 0.36 in Kerala. 

(c) Index oj postpartum infecundability: 
The index of postpartum infecundability 
C(i) is derived from the estiniates ol 
postpartum amenorrhoea (i) and by using 
a relationship, where C(i) = 20/(18,5 + i). 


Duration of postpartum infecundability is 
e.stimated on the basis of responses to a 
set of questions asked of women who gave 
birth(s) during the three-year period 
preceding the survey. The questions related 
locurrent postpartum amenorrhoea. if any. 
and the numberof months without menstru¬ 
ation after each childbirth that tKcurred 


in the last three years. Women were al.so 
asked about the duration of abstinence 
from sexual intercourse after childbirth 
and about the length of breastfeeding of 
each child btim in the past three years. 
These data have been u.sed to estimate the 
gross duration of postpartum infecund- 
ability, the overlap between postpartum 


Taiii r. (V Vai i ts oi Sruoiai Fikiii in Inhu'i s nm Maioh Siaii s oi Inoia. 1‘W.2-U3 


Slate 

TFR 

(\ni' 

(-'(C) 

(•(a) 

C’O) 

TF 

All India 

.viy 

0711 

0 .S84 

0.991 

0 697 

11.8 

Andhia l‘i,idesli 

2.S') 

0 740 

0.462 

0 995 

0.699 

10.2 

A.ssani 

.1 .SI 

0 (.08 

0 64.1 

0 982 

0.680 

1.1.5 

Ifihar 

4 (K) 

0.818 

().7.‘i.S 

0 998 

0,687 

9.5 

Giijarul 

2.W 

0 sm 

0.490 

0 995 

■ 0.717 

14.5 

Haryana 


0 76.1 

0.500 

0 990 

0 7.10 

14.5 

Kuriiul.ika 

'• «.*) 

0 (1.16 

0 .500 

0 99.1 

0.702 

12.8 

Kciala 

d.UO 

0 48.S 

0..1.5.5 

1) 989 

0 775 

15.2 

Madhya Pradesh 

.).*)() 

(1 826 

0.617 

0 996 

0.717 

10 7 

Mahar.islili.i 

2 8h 

0.6.^4 

0 4 10 

0 991 

0 707 

15.0 

Orissa 

2 92 

0 618 

0,617 

0 99 S 

0.699 

10.7 

I’uiijah 

2 92 

0,.'i2‘) 

0.42.1 

0.988 

0.87.1 

15 1 

Kujusihan 

0 .) 

0.767 

(1 665 

0 994 

0 7.18 

9.7 

Tamil Nadu 

2 48 

l)..WI 

1) 484 

0')71 

0 719 

12.9 

Uttai Piadcbli 

4 82 

(1 802 

0 802 

0 995 

0 714 

IDS 

West Hcnf’al 

2*72 

0.67‘) 

0 45.1 

0.994 

0,702 

116 


Soil's (C’m) Index iif marriaiic 

(Cc) Index ol tonliaceplioii 

(Ca) Index ol ahorlion 

(Ci) Index ol'poslpariiiin inteeundaUilily 

('ll-) Total leciindil> i.iie 

(.'(in) ^'tFR/TM 

('(i.)*((.o .-'rM/TN 

Ol) =TNnT, 

where I'i K is Inlal reililiiy late, 1'M is total marital I'ertility late. TN is lolal iialiirul 
iiiuiiial leilility late and Tl- is lolal kviindily rale 
These can be real ranged .is • 

I'l R ( (III) * PM 
IM =('(e) * C(a) * TN 
TN - Ol) * Tl- 

I'lirlhei simplified, they c,in be expa-s.sed us 'll-'R - ('(in) * Or) ■* ('(.i) ' ('(i) "■ TF 
I'M ; ( (e) ♦ C(a) • ( tij • TF 
IN =l'(i)*TF 

Source bsiiniation procedures arc basid on llonpauiis .nid I’ollei (IVS). 7K K7) 


Taiii.i 7 Ml Asi'Ki s III- Fi miurY Ndk i s a.mi 'I'm i« Co.sii'i ahvi Vai i.i.s i.s Ti h.ms oi Niimiii a ()(•■ 
Bikiiis ids M.'.iok Siaiis oi Is n .. lOVd ■),) 


.State 

Values of l-eitihiv Indices 

Actual Values ol Fenilitv Indicei 

1F'R 

IM TFR 

TN TM 

TF TN 

TFR 

•IM 

TN 

TF 

All India 

1.4 

1 4 

(.4 

1.6 

1 4 

4 8 

8.2 

II.K 

Bihar 

4.0 

0 9 

1 (> 

3 0 

4 0 

4.9 

65 

9.5 

Rajasthan 

3.6 

1 1 

2 5 

•> 

16 

•1 7 

7 2 

'7 7 

Uttar Piadcsh 

4.8 

1 2 

1 5 

10 

4 8 

oO 

7 5 

10.5 

Orissa 

2 9 

1 7 

2 9 

3 2 

29 

4 6 

7.5 

10 7 

Andhra Pradesh 

2 6 

0 9 

1 (i 

1 1 

2 6 

1 5 

7 1 

10.2 

Madhya Pradesh 

3.9 

0 8 

‘ 0 

10 

1.9 

4.7 

77 

10.7 

Karnataka 

2.9 

] (1 

4.5 • 

1 8 

2 9 

4.5 

9 0 

12.8 

Assam 

3.5 

2 ) 

1 3 

4.4 

1.5 

5.8 

9 1 

13.5 

Wi St Bengal 

2.9 

1 -1 

5.2 

4.1 

2 9 

4.1 

9.5 

13.6 

Haryana 

4.0 

1 2 

5,4 

3.9 

4.0 

5 2 

10 6 

14.5 

Gujarat 

3 0 

? 1 

4,9 

4 5 

3 0 

5.1 

10.0 

14.5 

MaharasF'ra 

2.9 

1 (> 

6 1 

5.7 

2.9 

4.5 

10 6 

15.0 

Tamil Nadu 

2.5 

1.9 

4 9 

16 

2 5 

4.4 

91 

12.9 

Punjab 

2.9 

2 6 

7.7 

1.9 

2.9 

5.5 

13.2 

IS.I 

Kerala 

2.0 

2 1 

7.7 

14 

2.0 

4.1 

11 8 

15.2 


Nolci. TFR : Ttital fertility rate 

TM ; Tola' marital fertility rate 
TN : Total natural marital fertility laic 
TF' : Total fecundity rate 
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Figure: Estimated Average Totai. Fecunoitv Rates (TF), Total Natural Marital Fertility Rate 
(TN), Total Marital Fertility Rates (TM), and Total Fertility Rates (TFR) for Maior 
States of India, 1992-93 



infecundability and abstinence, and the 
net duration of postpartum infccundability. 
The estimates of these measures and the 
index of postpartum infecundability are 
shown in Tabic 5. 

The effect of postpartum infecundability 
operates on fertility through changes in 
birth interval. Bungaarts has estimated 
that if no breastfeeding and postpartum 
abstinence are practised, the birth interval 
averages about 20 months. This is the sum 
of I.S months of minimum postpartum 
anovulation, 7.5 months of waiting lime 
to conception, 2 months of time added by 
spontaneous intrauterine mortality, and 
9 months for a full-term pregnancy. The 
index C(i) is thus estimated as 20/18.5 -f i. 
Among the states, the estimate of C(i) 
ranged from a high of 0.87 in Punjab to 
a low of 0.68 in Assam. 

(d) Index of aboitioif. The index of 
aboilion C(a) iscstimated from the reported 
lifetime experience of induced abortions, 
contraceptive use (u) and total fertility rate 
(TFR) using the equation; 

C(a) = TFR/ TFR -f 0.4 (1 -f u) TA. 
Data to estimate the total abortion rate 
(TA). which is equal to the average number 
of induced abortions per woman at the end 
of the reproductive period if induced 
abortion rates remain at prevailing levels 
throughout the reproductive period, are 
not available in the NFII.S. Therefore, 
information on the outcome of all lifetime 
pregnancies is used to derive approximate 
estimates of total abortion rate. TA is 
calculated by multiplying the total fertility 
rate by the proportion of induced abortions 
among all live births. The estimates of the 
index of abortion for all the states are also 
given in Table 5. As is evident in the table 


the values of C(a) in all the states with 
the sole exception of Tamil Nadu are 
greater than 0.98. We have therefore not 
considered the insignificant fertility 
inhibiting effect of abortion in the model 
discus.sed here. 

Table 6 gives the values of the indices 
of the four proximate determinants and the 
estimates of the total fecundity rates 
implied by these determinants. 'I'he data 
arc graphically depicted in the Figure in 
terms of fertility inhibiting effects of the 
proximate determinants for each of the 
major states of India. The structure of the 
Figure sugge.sts that if the effect of delayed 
marriage is removed without any other 
change in fertility behaviour, fertility level 
will increa.se to total marital fertility rate 
(TM). If the practice of contraception and 
induced abortion arc also eliminated, the 
fertility will rise to a level of the total 
natural marital fertility rate (TN). In 
addition, if women do not breastfeed their 
children and do not practise postpartum 
abstinence, the fertility will increase to the 
total fecundity rate (TF). Fertility is below 
its maximum value because of delayed 
marriage, use of contraception, induced 
abortion and postpartum infecundability 
induced by breastfeeding and abstinence. 

IV 

Findings and Discussion 

Bongaarts has empirically shown that 
the TF values range between \i and 17 
births per woman with an average near IS 
and has suggested that values outside this 
range arc very likely due to some errors 
in data or e.stimation procedures." For 
India as a whole, the total fecundity rate 
was estimated to be 11.8 births, which is 


lower than the average of 15.3 by a little 
over three births. According to the district 
level Gujarat study cited earlier, the 
e.stimatcdTF values for all thefourdistricLs 
were also lower than 13.3 and ranged 
between 10.9 and 13.4 births fVisaria ct 
al 1995:146]. While the estimates for nine 
of the 15 states (Gujarat, Haryana, Kerala, 
Mahara.shtra, Punjab. Assam,Tamil Nadu, 
West Bengal and Karnataka) fall within 
the range of 13 and 15, the TF values of 
the remaining 6 states are lower than 12.5 
(Table 6). The estimated total fecundity 
rate in all the four large north Indian states 
and Orissa and Andhra Pradesh is less than 
11 births. The quality of data used to 
derive the various estimates of proximate 
determinants needs to be closely .scrutinised 
to understand the extent of errors in the 
survey in the reporting of age at marriage, 
duration of breastfeeding, onset of 
menstruation, etc. 

However, the possibility that the natural 
fecundability of Indian women is lower 
also needs to be explored. It is sometimes 
alleged that lower nutrition and higher 
secondary .sterility along with cultural and 
religious practices leading to a lowering 
of coital frequency may result in lower 
fecundability of women in cultures like 
that of India. In an analysis u.sing various 
sources, including the ORG and the NFH.S 
data, Jain estimated a value of TF around 
13 births for the early 197()s and surmised 
that a lower value of TF for India is quite 
plausible bccau.se of terminal abstinence, 
low frequency of intercourse, malnutrition 
and seasonal migration of men in search 
of work (Jain 1996]. Some qualitative 
inquiries do support the view that frequency 
of intercourse among Indian couples is 
significantly reduced or even permanently 
terminated once a son is married and a 
daughtcr-in-law is present in the house, 
even if the woman is still in her early 
forties. The issue needs more data ba.sed 
exploration. Similarly, separation of 
spouses on account of migration of men 
for work would lower the risk of pp.:gnancy 
and increase the inter-birth inters als even 
in the absence of use ot contraception. 
More research is needed to fully explore 
the effect of short-term migration on 
fertility. 

The figure provides some insights into 
how the proximate detenninant model 
operates. (The values are shown in Table 7.) 
The major states are arranged according 
to the estimated value of TF or total 
fecundity rate. It is evident that the 
transition from natural tocontrolled fertility 
in states such as Kerala, Punjab and Tamil 
Nadu is accompanied by a large increase 
in the u,se of contraception. The contri- 
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bution of use of contraception to depressing 
the total fecundity was between 1.5 and 
2.5 births in Bihar. Rajasthan, Uttar 
Pradesh; it was above 7 births in the ease 
of Kerala and Punjab and 6 in the ea.se 
of Mahara.shtra. In spue of the fact that 
the TF estimates for Bihar and Uttar 
Pradesh are lower than those of Punjab 
and Kerala, contraception depres.sed TF 
by less than iO per cent in Bihar and Uttar 
Pradesh but by more than 50 per cent in 
Punjab and Kerala. (The contraceptive 
prevalence rale ranged between 20 i n Utiai 
Pradesh and 23 in Bihar and 63 and 59 
in Kerala and Punjab, rc.spcctively.) 

The effect of a decline in the proportions 
married on the total fecundity or the fertility 
inhibiting influence of delayed mariiage 
on total fecundity is much less than that 
of contraception. It ranged belween 0.8 
births in Madhya Pradesh and 2.6 births 
in Punjab and did not show a uniform 
pattern. The estimated value of C(m) or 
the index of marriage in the states of 
Madhya Pradesh. Bihar and Uttar Pradesh 
was above 0.8. Ai the other end of the 
spectrum, in the states of Tamil Nadu. 
Punjab and Keiala. C(m) ranged between 
0.57 and 0.48, suggesting that the fertility 
inhibiting influence of late marriage on TF 
was relatively high. The stales of Gujarat 
and Assam, with a relatively higher mean 
age at mamage were also in the latter 
category of states. However, even in the 
slates with low values of the index of 
marriage, mariiage continues to be 
univer.sal.'^ The low value of C(in) in 
states like Kerala, Punjab and Tamil Nadu 
is largely due to a relatively high mean age 
at marriage. In the four large north Indian 
states and in Andhra Pradesh, the age at 
niarriaec is lowerlhan the national average. 
With an increase in urbani.sation, spread 
of education and some of the other urban 
values through mass media, we can expect 
the age at marriage of women in these 
states to go up in the near future. In the 
more industrialised and urbanised .states, 
some women may also choo.-.e a career 
over marriage and thus decrease the 
proportion of the (harried. However, such 
changes tend to be slow. 

Transition from natural to contrcilled 
fertility is typically accompanied by a 
shortening oi postpartum infecundabiliiy. 
Women tend to breastfeed infants for 
shorter duration and re.sort to using 
contraception to control fertility. The 
estimated duration of postpartum 
infecundability ranged between the high 
values of 10.6 and 10.9 months in Assam 
and Bihar and the low value of 4.4 months 
ill Punjab. This factor depressed total 
fecundity by just about 2 births in Punjab 


but clo.se to 6 births in Maharashtra. In 
Punjab, the limited effect of postpartum 
infecundability on total fecundity is com¬ 
pensated by greater u.se of contraception. 
The relatively large rtilc of this f.ictor in 
depressing total fecundity implies that there 
is considerable scope or potential for 
fertility to increase in .states such as 
Maharashtra, Gujarat and West Bengal if 
the infant feeding practices change. There 
is some evidence that the duraiion of 
brcaMleediiig in urban areas is somewhat 
shortcrihan in the rural areas. It is possible 
that the urban influence may spread to 
rural areas and rural women may also 
shorten the duration of breastfeeding their 
babies. It such a decline in the breastfeeding 
is not accompanied b\ an increase in the 
use of conlracepiion, leililily c.in go up. 
Also, with a leduction in postpaitum 
infecundability. inter-birth intervals can 
become shortei. unless there are compen¬ 
sating increases in the use of reversible 
methods of contraception. 

Further, there arc indications that the 
desiied fertiliiy is close to or below the 
replacement level m ni.any parts of the 
country, including m the areas where ilic 
actual fertility is still relatively high This 
implies that foi attaining or realising that 
dcsiied goal, couples will liave to ptaciise 
reversible methods ol contraception or 
lower the age at sterili.sation. I'he NFIKS 
data indicate that the median age of women 
at the tune of sterilisation was 27 yeais. 
Among lho.se who were sterilised during 
the tw(' yeais picceding the survey, the 
median age was 26 .1 years. In states like 
Tamil Nadu, Maharashira, Karnataka, 
Andhra Pi adesli. the median age of women, 
who weic sterilised two years piior to the 
survey, was less than 25 at the time ol 
sterili.sation. 'I he implications of such a 
process oi Mend need to be fully explored. 

Anothei factoi not fully explored in 
demographic literature relates to the 
pathw'uys through which India can attain 
the demograiihie goal of attaining the net 
reproduction rate of unity as early as 
possible. It IS argued that significant 
changes will be required in socio economic 
conditions to .ichieve this goal However, 
these changes have to operate through 
fertility inhibiting processes such as 
increase in the mean age at marriage or 
in the proportion of women choosing 
permanent spinsterhood and in the control 
of marital fertility through the use of 
contraception or induced aboition. A 
countervailing fertility-enhancing factor 
would be a reduction in the duration ol 
breastfeeding and the consequent 
shortening of the length of postpartum 
amenorrhoca. Admittedly, not all these 


processes are easily amenable to direct or 
indirect policy interventions. If. in spite 
ol some increase in the mean age of 
marriage, marriage continues to remain 
universal in India, what would be the 
ctmtraccptive prevalence level required to 
attain the net reproduction rate of one? If 
the ui ban and niixlern influences contribute 
to enhancing tertility to a certain extent 
by reducing the mean duration of 
breastfeeding, what would be the 
contraceptive use required to reach the 
replacement level of fertility? 

According to some rough estimates, if 
we assume no change in the value of all 
the proximate determinants except for the 
use ol contraception, the TFR of 2.1 or 
the replacement level can bi* achieved 
with rate ol contraceptive use rate of 65 
to 70 pel cent at all India level. It would 
be very tlilficult to achieve this level of 
contraceptive use with intijor emphasis on 
sterilisation as a method. However, 
accoidmg to the NFIIS data, sterilisation 
is the most used method of conlracepiion 
throughout India, accounting for 76 per 
cent of the curn:nt contraceptive pre¬ 
valence. Modem reversible methods, 
which accounted for le.ss than 14 percent 
of the eurieni use of contraception, would 
have to he piomoted in a big way to hasten 
the pace of fertility decline. 

In order to pioniote the use of family 
planning, we have to address the issue of 
strong son |)refci'ence with its roots in 
social mores and 'vhich contributes to 
raising wanted fertility and leads to some 
unwanted fertility. Measures to weaken 
the preference loi sons include impioving 
the status <if women through education 
and employment.'' There arc very few 
diicci policy interventions to enhance 
women’s auioiioiiiy, and improve thcii 
bargaining oi negotiating capacity within 
the household, except education which is 
sensitive to women's needs and which is 
provided to both boys and girls from early 
ages. Hijually important is lowering ol 
infant and child mortality. Strong policy 
intervention on this fn-nl would not only 
enhance the credibility of the hcalif 
personnel and the government among the 
people, but would also raise the acceptanct 
of ihe family planning programme amonf 
those who arc hesitant to do so. A lowe 
infant and child mortality will help reduci 
the wanted fertility insofar as the couplei 
try to replace the (iccea.scd children ant 
also seek to ‘insure’ against the loss o 
children, which often occurs when couple 
can no longei replace the lost children 

The policy options to raise the age a 
marriage are limited to influencing th 
enrolment and continuation of girls i 
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schools until the age of 14 or so, and an 
educational campaign to convey the 
advantages of late age at marriage (and 
avoiding teenage pregnancies). However, 
in spite of the rhetoric about universa- 
lisation of schooling up to the age of 14, 
the issue of schooling of girls is closely 
linked to the availability of schools within 
the small villages. Parents are often 
reluctant to send their young daughters to 
schools in the nearby villages because 
they fear for their safety. This is a larger 
social issue resulting from the .socio¬ 
political climate prevailing in many parts 
of the country, which cannot be easily 
tackled by campaigning for education for 
girl children. Viable, acceptable and 
high quality alternatives to formal 
schooling need to be thought about and 
promoted. 

Overall, in the wake of indications from 
the data available from the Sample 
Registration Sy.stem and the NFHS of a 
fa.sterthan expected decline in fertility and 
the removal of quantitative method- 
specific family planning targets, the Indian 
policy-makers must now show flexibility 
in addressing the needs of the population. 
The state-specific trends, constraints, and 
.socio-economic-political situation require 
region-specific policies and programmes 
especially in states (and districts), which 
have lagged behind and need to be 
helped to catch up with the rest of the 
conntry. 

Notes 

(This is an extensively revised version of the 
paper pre.sented at the seminar on Comparative 
Perspectives on Fertility Transition in .South 
Asia, organised by the lUSSP Committee on 
Fertility and Family Planning and held at 
Islamabad. Pakistan, dtiring December I0V6 | 

1 In .some regions of India, the SRS look a 
little longer to fully establish itself so that 
estimates of vital rates are either not available 
for or are undercsrimaied in the initial years. 
In such eu.ses, an unusual upward swing in 
vital rales is noted over lime implying lowei 
than the true level of decline. Notwith¬ 
standing some of these problems, the overall 
quality < f the SRS data is considered quite 
robust to infer regional patterns and lime 
trends. 

2 The total fertility rate or the TF'R shows 
the average number of children expected to 
be born to a cohort of women if at successive 
ages during their reproductive period, they 
hear chi Idren at the same rale us was observed 
during a specified period. While calculating 
the TFK. no allowance is made for any 
mortality and equal weights are assigned to 
successive five-year age groups A crude 
birth rate, on the other hand, is a weighted 
average of the age spccinc fcrlihly rales, 
with weights ha.scd on the age distribution 
of the population. As a result, the TFR shows 
a faster decline in fertility than the crude birth 


rate of the population. 

3 The 1994 revision of the UN population 
projections places the medium and low 
variants of TFR during 1990-95 at 3.75 
and 3.66, respectively. According to the 
medium variant of the projection, which 
is recommended for general use, a TFR 
of 2.10 is expected to be reached during 
2015-20. The low variant projects a TFR 
of 2.01 during 2010-15 and 1.60 during 
2015-20. The latter appears an unlikely 
scenario. 

4 Rural fertility continues to be higher than 
urban fertility in all the slates. Uttar 
Pradesh reported the highest rural TFR of 
5.5 and the other three large north Indian 
slates reported TFR between 4.9 -5.0 
during 1990-92. At the other extreme were 
the two southern states of Kerala and Tamil 
Nadu, with a rural TFR of 1.9 and 2.5, 
respectively 

5 The.se arc census-based estimates of mean 
age at marriage, known us singululu mean 
at marriage. The estimates refer to an average 
number of years u person remains single 
under the assumption that age specific 
marriage patterns remain unchanged in the 
10 year |x:riod prior to the decennial census 
{Agrwala nd and Goyul 19S8|. 

6 Although the basis of estimating couple 
protection rates in the official service 
.statistics, for oral pills and condoms is their 
distribution, fur lUD is the reported 
insertions, and for slerilisalion it is the 
number of priKcdures performed, these rales 
arc quite different from contraceptive 
prevalence rates, which are derived on the 
basis of the responses obtained from the 
users directly. The two estimates are 
generally ticalcd as similar 

7 The findings of these three surveys art- 
available m: Operations Research Ciroup, 
Fiimily I’lannmg Practices in India: The 
first All India Survey Report (not dated). The 
Set and All india Survey Report (1983), and 
I he Third All India Siirwy Report (1990) 
Baruda. 

8 Tlic nature of discrepancies is discussed at 
some length, on the basis of empirical data, 
in Visaria ct al (1994;293-30.3). 

9 '1311’ lurgelcd .sample for each of the six small 
north-cusicm status was smaller (around I (KXl 
women) than fur the other large stales. The 
results of these were ptxiled to represent the 
enlirc north-ea.stern region. 

10 The figure of low total marital fertility in 
Andhra Piadesh is somewhat pii/7ling. 
The incidence of childlessness as well as 
the percentage of menopausal women in 
thirties in Andhra Pradesh is the highest 
in the country in the age group 30-.34. the 
proportion of menopausal women was 8 
per cent in Andhra Pradesh as opposed to 
3 per cent fur the country as a whole and 
m the age group of 35-39, it was 15 per 
cent as opposed to 7 per cent fur India. 
More exploration of NFHS data as well 
as mure studies is needed to understand 
the factors explaining these reported 
phenomena. 

11 The total fecundity rate does nut vary much 
because the other proximate determinants of 
fertility - natural infccundity, spontaneous 
intrauterine mortality and permanent sterility 


- which also influence fecundity cause only 
modest changes in fertility and differ very 
little between populations. 

12 The institution of arranged marriages 
facilitates universal marriage. The pro¬ 
portion of population remaining single 
(never-married) beyond age 50 tends to 
be extremely small (less than 1 per cent 
among women and just about I per cent 
among men). 

13 These and other policy issues are discus.sed 
in Vi.saria and Visaria (1996). 
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Economic Condition and Fertility 

Is There a Relationship? 

I K Roy 

N' Juyachandran 
Sushaiita K Banerjce 

The standard of living or economic stuiu.s data are not always sufficient to understand the coinidex 
mechanism offenility change. A number oj other .social factors directly and indirectly influence coufiles' 
decisions on family size Statewise analysis of data shows that onl\ in Punjab is there the c.\f>ected negative 
a.ssociation between living standard and fertility change. 


IT is difficult to establish any economic 
theory of fertility which is really univer¬ 
sal. This is more obvious for a country like 
India because of its unique regional eco¬ 
nomic diversity which can influence fer¬ 
tility transition. The relationship between 
economic condition and fertility thus 
remains at best unclear. Once children can 
be regarded as a special type of commod¬ 
ity, in the economic parlance, a feasible 
relationship between income and fertility 
is not difficultto visualise. A rise in income 
is likely to be as.sociatcd with higher 
fertility. The rationale behind this positive 
income-fertility iclalionship is that, bold¬ 
ing everything else constant, higher in¬ 
come implies greater resources available 
to support a large lamily. and if children 
are assumed to be consumer durables \n ilh 
a positive income elasticity, higher in¬ 
come will lead to the consumption ol more 
children [Becker 1%()|. fiarly research on 
the subject suggested such a pos.sibility 
[for example, see Glass l%8;Sty.s 
Driver 196.1; UN 1961]. But the value oi 
utility of children has not been invariant 
overtime and space. With arise in income, 
a gre.iter concern for the quality of chil¬ 
dren rather than their quantity may be¬ 
come the dominant concern. And since 
quality children usually require greater 
inve.stment than return, a ri.se in income 
might lead to leduction in fertility. In fact, 
a majority of the later studies tend to sup¬ 
port this negative association | for example 
secEastcrIin 1975;, Bulatao and Lee 1981; 
RegistrarGcncral 1979J. However, in some 
cases, this negative relationship is inter¬ 
rupted at the top end of the economic scale, 
that is, couples with very high incomes 
have a larger fertility than those with high 
incomes [Bernhardt 1972]. Undoubtedly, 
how children are valued in a .society will 
be a dominant determinant of the fertility 
desire of the couples.' Tlie form of the 
utility function, as indicated by Becker 
who propounded the positive relationship, 
is determined by ta.ste.s which in turn depend 
on social characteristics like education, 
religion, ethnicity etc, [Becker 1960[. 


Thus the economic ends arc largely 
determined by the socio-ctiltuial ends 
ol a society [(’aldwell 1977). 

However, many of die empirical lind- 
ings relating to the association between 
fertility and economic condition, arc 
often Cl iticised because of theii flexible 
meiliodology. What is more important is 
the ambiguity in defining the true eco¬ 
nomic Mains ol a household. Two issues 
have particulai lelcvance in the investi¬ 
gation of the rel.itioii.ship. The first one is 
the exicnt i-i which the economic status 
IS linked with si/e of landholding. It 
economic status is highly linked w'lth the 
si/e ol laiidholiliiig and l iiul holding, in 
general, isopci.ilional holding, the overall 
relation between land ;md fertility is likely 
to be positive A l.irm family woiking on 
larger holding will (iiid additional family 
laboui bciietici.il through the coiiiple- 
mcntarity ol child labour and land hold 
mgs [land labom demand hypothesis; (aiti 
1985 j. Howevci. il the holdings arc owned 
and not rented, the relationship may tuin 
out to be negative. In this case, the siib- 
stitutioiiol land forcliildrcnon the gioiiiid 
ol old age security will lead to a decline 
in fertility I'liinil security hypothesis). 

The othei issue is the extent and type 
of participation in labour force by Icmalcs. 
In general, working women aie •ound to 
have lower lertilny. llowevei this nega¬ 
tive work-lcriility relationship dejiends 
largely on the type of work opportuniiie. 
available for women. Both the iiicompat- 
ibiliiy of women’s role as mothers and 
workers and the opportunity cost of chi I 
dren are likely to be high if vv.imcii are 
engageil in non familial occupations. The 
negati vc work -fertility rclatioiishi p is I ikely 
to depend on the level of education of 
women. The relationship will tend to be 
much higher among belter educated group 
of women because of higher opportunity 
cost. 

The pure economic framework evolved 
by Becker for fertility analysis has no 
doubt opened new room in the field of 
demographic rc.scarch. However, in the 


Indian context, studies on the .subject aie 
lew. Tins papei attempts to explore the 
economic rationality of fertility prefer¬ 
ences 111 India. An aiiempt has been made 
to examine the linkage .separately among 
couples with varying levels ol education, 
with the supposition that a stronger nega¬ 
tive association between economic condi¬ 
tion and Iciiilily will enicMge among the 
more educated couples. I )ata generated by 
the large-scale National l-'amily Health 
Survey (NITIS) provide an excellent op 
|xirtmiiiy to unde take such a study [BBS 
I995|. 

Till Si niNc. 

An impoitant (jue.slion is whiit would be 
the suitable piirameter to explore the true 
economic status of a household. In the 
lileratuie the economic coiidilion is vary- 
iiigly dcp ited eiilier by income and ex- 
IH'iidituie Ol by maierial possessions and 
staiickrd ol living Compaied to income, 
eilhei expeiulituie Ol standaidol living is 
more likely to be innuenced by the pre¬ 
vailing inodein beliaviotii and ciillural 
pi.iciices A high standard ol living gen¬ 
erally means a liiglici level ol income us 
well as a lavoiirablc disposition towards 
acquiring other coiriiiiixlities that add to 
one ’ s com I ort Mi m c I ban i ncome, the other 
twi' indicators will, iherelorc, he more 
lelevaiit in the context of examining the 
linkage between economic condition and 
Icrtility. At the .same time, the ase of 
‘current income' in the empirical studies 
h:is seveial limitations. According to 
Hasterlin (1969), m relation to fertility 
pielerencc. current income is a very poor 
protsy for economic status, since when 
parents make decisions about the desired 
lamily si/e, they have in mind not current 
hut the expected or potential income 
and reliable information on expected or 
potential income is not possible to collect 
in a household survey. To avoid this com¬ 
plexity and yet to get a reasonably good 
approximaiKin to economic status, this 
study has decided to ascertain the living 
standard of the household where a woman 
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lived through an index termed as standard 
of living index (SLI). It incorporates in¬ 
formation regarding household amenities 
which includes type of house, availability 
of electricity, source of drinking water, 
nature of toilet facility, and possession of 
livestock and consumer durable goods. 
Finally, a summary index has been derived 
on the basis of accessibility of tlie.se items 
by assigning weights to each item accord¬ 
ing to its economic values and importance 
(see AppendixTabIc). Although thiscrude 
index has its limitation because of some 
arbitrariness in assigning weights to each 
item, we are satisfied that it has distin¬ 
guished households from high to low 
standard of living, which is the prime 
purpose of this .study. 

The other two variables, possession of 
land and occupation of women, which are 
relevant in deciding the economic condi¬ 
tion have been dealt with .separately. In 
this rc.s(icct, a household is categorised 
into three groups on the basis of amount 
of land it pos.sessed (in this case it refers 
to the land owned by a household) as land 
Ic.ss, with 1-4 acres of land and with five 
or more acres ol land. .Since the major 
purpo.se is to analyse fertility behaviour, 
the occupation of a woman is categorised 
as cither working for sotneone el.se or not 
working (which includes tho.se working 
in family farm/liusiticss). As indicated ear¬ 
lier, the relationship between economic 
condition and fertility has been examined 
considciing two groups ol couples, 
(i) couples with a higher level of educa¬ 
tion, that is. couples with both husband 
and wife educated at least upto middle 
school; and (ii) couples with a low level 
of education, that is, tho.se who arc cither 
illiterate or not having sulTicienl educa¬ 
tion (less than middle school). 

Although all the major states were 
covered in the survey, the present inves¬ 
tigation is restricted to only four states: 
Punjab, Maharashtra, Kerala and Uttat 
Pradesh. Among the.se four, Punjab is the 
most prosperous state in terms of eco¬ 
nomic development. The late-1960s which 
were marked by the period of ‘green 
revolution’ not only established a package 
agricultural programme (through the in¬ 
troduction of irrigation, high-yielding 
varieties, fertiliser, pesticides) but also 
changed the .face of Punjab Irom a state 
of acute food dcHcit to surplus. .As a 
consequence, living standards have 
been rising sharply, along with, per capita 
incotne. It ranks first among all Indian 
states both in terms of per capita income 
(Rs 8,281 at cuirent prices in 1990-91) 
as well as in annual per capita food pro¬ 
duction (913.2 kg in i 989-90). The pre.scnt 


demographicchange in Punjabis expected 
to reflect this economic prosperity. 

On the other hand, in spite of its eco¬ 
nomic stagnation Kerala has achieved a 
unique demographic transition. Contrary 
to the normal pattern, with the lowest 
per capita foodgrain prodaction (36 kg in 
1989-90) as well as a very low level of 
per capita income (Rs 3.054 at current 
prices 1988-89), Kerala has been the most 
successful .state in terms of controlling 
demographic parameters only through 
social development. 

Although Maharashtra is the second 
highest ranking state after Punjab in terms 
of its per capita income (Rs 5,155 at current 
prices 1988-89), 36.7 per cent of its rural 
and 17 per cent of urban population still 


live below the poverty line. In teims of 
industrial development, Maharashtra is the 
most advanced state in India. Contributing 
22 per cent of the nation's net value added 
by the manufacturing sector [CMIE19911. 
However, much of the state income is 
concentrated only in a few urban pockets 
of the state which in turn creates ex¬ 
treme inequality within the state (UPS 
1995]. 

Uttar Pradesh is the mo.st populous .state 
in India with a very low level of per capita 
income (Rs 2,698 at current prices 1988-89). 
Most of the state population is still en¬ 
gaged in agricultural activities. The four 
states, therefore, provide an ideal setting for 
a fruitful understanding of the linkages 
between economic condition and fertility. 


Taiiu I' Mkan Standakd of l.iviNii Inijlx (SLI) anij Its CoFFnriKNT of Variation <f'V) Accoroinc 
ro Si Ltciio Bac korouno CiiARAnFRisiirs for Sft fxti-.u Siah.s 


Backcruiind 

Kerala 


Puniab 

Maharashtra 

Uttar Piadesh 

Characteristics Mean 

C V 

Number 

Mean CV .Number 

Mean CV 

Number 

Mean CV Number 

SLI 


of 

SLI 

of 

.SLI 


of 

SLI 


of 



Women 


Wotnen 



Women 


Women 

Place of residence 











Urban 15.0 

0.49 

1,115 

23.6 

0.34 800 

17.8 

0 46 

1,574 

19.2 

0.48 

2.197 

Rural ^ 12.7 

l.andholding* 

0.56 

2,863 

18.2 

0.41 2,078 

10 1 

0.62 

2.244 

10.2 

0.52 

8.817 

No land lU.K 

0.60 

1,797 

14.7 

0.45 961 

8.4 

0.71 

614 

8.1 

0.61 

1,692 

1-4 acres I5.() 

5 or more 

0 45 

976 

18.4 

0.32 .504 

9 2 

0.59 

869 

9.8 

0.46 

5,545 

acres 19.7 

0..70 

90 

23 5 

0.29 613 

12 5 

0.54 

761 

14.0 

044 

1.558 

Couple’s education 











t.ow 10.5 

0.55 

2.374 

17 3 

0.40 2,166 

10.9 

0.59 

2,980 

10 4 

0 53 

9,487 

High IK 1 

Work status 

0.40 

1,604 

27.1 

0.24 712 

21 9 

0 34 

838 

22 2 

0 38 

1.527 

Not working/ 











.self employed 14.1 

0.52 

3.242 

19.9 

0.39 2,70f- 

14.7 

0 54 

2,900 

12.1 

0.6010.663 

Working for 
someone else 11.5 

0.67 

730 

16.4 

0..56 171 

8.8 

0 75 

915 

8.5 

0.70 

3.39 

Total 1.7.6 

0.55 

3,978 

197 

0 40 2.87K 

13.3 

0.61 

3.818 

12.0 

0.6011,014 


Niilei. Category totals may not tally due to tlic exclusion of missing ca.ses, winch are not shown 
.separately 

* Figures refer to only ruial aieas 


I'aiii.i. 2. Mi an Niimiu-.k of CMii.nRrN Kvfr Horn (CEB), li-s Cof.i-iuti m of Variation and Biriiis of 
Dififrlni Orulr (BO) for Womln wiiii Ai Liasi 10 Yfars of Marfial Deration Accordino io 
T iiF Livino Sianimru andCouplls’ Edi.cviion (CEDU) for SiuaTUD Siaiis 


Slate 

Level of 
SU 

Low- 

CEllU 

High- 

—CEDU- 
Mean C V 
CEB 

BO for IxFw 
_CEDU 



BO for High- 
_CEDU 


Mean 

CKH 

C V 

1 

2 

3 

4+ 

1 

2 

3 4-f 

Kerala 

Low 

3.7 

0.57 

2.7 

0.33 

979 

937 

722 

397 

(989 

(944 

(483 (1.35 


Medium 

3.6 

0..50 

26 

0 41 

977 

951 

716 

409 

983 

908 

399 


High 

3.7 

0 48 

2.4 

0.40 

982 

960 

758 

466 



84 

Punjab 

I-OV 

4.5 

0.41 

- 


969 

957 

907 

696 

- 

- 

- 


Medium 

4.4 

0..39 

- 

- 

990 

971 

896 

698 

988 

955 

615 


High 

3.8 

0.40 

2.9 

0.37 

986 

971 

839 

536 



226 

Mahara- 













shlr.i 

Low 

4.2 

0.48 



978 

943 

843 

600(1,000 ( 917 

(778 (334 


Medium 

4.0 

0.48 

3.1 

o'. 35 

975 

935 

824 

567 

977 

916 

546 


High 

3.9 

0.45 

2.8 

0.44 

969 

936 

823 

585 



222 

Uttar 













Pradesh 

la)w 

5.3 

0 44 

4.1 

0 49 

985 

962 

906 

780 

(969 (954 

(808 (623 


Medium 

5.2 

0.45 

4.2 

0.43 

986 

965 

907 

765 

978 

934 

706 


High 

5.0 

0.47 

3.4 

0.47 

982 

961 

873 

732 



422 


Notes. I : BO foi the high-CEDU category of medium SLI includes low SLI also. 
-- Nut enough cases to calculate the BO. 
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Table I provides some information about 

the economic condition of women in the 
four states.^ The average living standard 
in Punjab is much higher than in the other 
three states. The ranks of mean level of 
living arc; 20. 14, 13 and 12 respectively 
in Punjab, Kerala, Maharashtra and Uttar 
Pradesh. Better economic conditions in 
Punjab are noticeable in both urban as 
well as rural areas. The gap between rural 
and urban women is the least in Kerala 
and the highest in Uttar Pradesh. How¬ 
ever, when we consider economic dispar¬ 
ity either in rural or urban areas, the situ¬ 
ation is better in Punjab than even in 
Kerala. Punjab seems to be much ahead 
of the other three states in having a better 
economic condition, both in terms of the 
level and its di.stributivc a.spect. Among 
rural areas of the four states, Maharashtra 
shows the lowest living standard as well 
as the maximum inequity. The ownership 
of land in rural areas, as can be expected, 
leads to better living condition. This is 
particularly visible in Kerala and Punjab. 
In Uttar Pradesh and Maharashtra, where 
landholding is much more widespread, the 
standard of living of women possessing 
I -4 acres of land is marginally higher than 
that of the landless. In fact, it is surprising 
to note that in these two states, the living 
condition of households with more than 
live acres of land is even lower than that 
of the landless households in Punjab 
Landless houschokis arc a heterogeneous 
group consi.sting of agricultural labourers, 
businessmen and those engaged in service 
sector. The agricultural prosperity in 
Punjab has not only benefitted those having 
land but also contributed to the lise of a 
wide range of agro-based and other indus¬ 
tries which create off-farm employment 
opportunities for many [Uas Gupta 1995). 
However, the variation in the standard of 
living is maximum among the landless and 
this is true in all the four states. 

Table 1 also reveals a strong relation¬ 
ship between education of couples and 
standard of living of their hou.scholds, the 
educated couples having a much higher 
standard of living compared to the less 
educated ones. A very small proportion of 
women were working for someone else. 
This was particularly true in Uttar Pradesh 
and Punjab, where the per cent of women 
working for someone else was 3 and 6 
respectively. In all the four states, the 
living condition of households where 
women were working for someone else 
was lower than that in households where 
they are not working outside. It seems that 
poor economic condition is the cause for 
women to go out and work for someone 
else. 


I AiiLi- .1 DcsiKin Family Sizt, CuHKEurr Users, and Unmet Need for Family Pi.ANNiNii phh Women 
.V ccoiiniNr, lo n«: Livinc, .Standard and Coupi ks‘ Edi>i'ation (CEDU) w>r Sixected States 


Stale 

^ UywSU 

Medium Sl.l 

Hiah SLI 

Low CEDU High CEDU Loss-CEDI! 

HighCRDli Low CEDU 

High CEDU 

Deoied huniil\ .Vici-' 
Kcr,d.i 

2.4 2 1 

2 6 

2.3 

2 5 

12 

Punjab 

2fi 

2 5 

.. 

2^ 

2.0 

MahuMshlra 

2.6 2 1 

2.5 

2 1 

2 2 

1.9 

Hilar Pradesh 

3.2 2 7 

.3 1 

2 6 

2.8 

2.3 

Ciirii-ni 

Kci.da 

77.5 87.1 

76 8 

87.9 

66 .3 

80,3 

Punjab 

60 >) 

7(1 1 


75.6 

79 9 

Maharashlia 

68.3 

70. i 


76 8 

74.9 

Ullai Pradesh 

19.5 41.2 

23 9 

32 8 

.37,9 

60 2 

l.'iimri Ni'fd' 

Kerala 

116 8.1 

10.5 

7.8 

16.6 

II.S 

Punjab 

2.3.0 

22 1 


.19 0 

15.2 

Maharashlia 

16 .3 

15..3 


14.4 

19 1 

Ullar Piadcsh 

40 0 28.2 

40 .3 

4(1 0 

35,2 

23.9 

Nolfi. - Nol enough i. 

ISCS to ctilcuiulc. 





1 For u(linen \iilh at the mosl Iwiichildien and of .ige less ihan !tU. 


2 For women w-iih inaiilal duration nl 

al lousl 10 vcais 



Taiiii 4 Risrnsoi Ki OKI ssiiin Anai Ysis ol Ciiii OKI N l:vi K IIohn (loK Womi-n wiiii 

Al 

iiASi IOyiaksoi Makiiai Dokaiion), Sun no Siaii.s 


Variables lUelercncc Caicgoiyl 


Reeiessuin Coelfieieiils 



Kei ala 

l'uii|.ib 

Maliiiiaslilru 

llllui I'l.idush 

Place ol residence I I'sjiei |lJrh.tn| 

0 1 116 

0 2920* 

0.<'(i79 

0 16.30* 

Rural 

Religion 

[Hiiidul 





Muslim 


1 2I.>X** 


l..3U,3** 

0 8112** 

Othi'i 

C'.isic/inbc 

|.SC and S r| 

0 1418 

0 0147' 

0 0(i7(i 


Ollier 


0 0014 

0 1S95* 

.1,1 v/91** 

tl.()f>54 

Ciirreiit age 


0 0697 

(1 0921 

0 102.3* 

(D1365** 

CiKieni age- 


(I (K)02 

0 0004 

0 0(8)7 

(10048** 

Couples’ educ.ilion K'l DU) (l.owl 





Hifih 

Work sliiius (WO'IIU 

|N()i wotking 

0 2029 

0.216-' 

0 2965 

0 0169 


/sell 1 





Working for someone 

else 

0 6.346 

0 1110 

0 0X26 

0.2671** 

Standard ol Ijsiiig Index |Low'l 





Medium (SI II) 






HigloSLL’i 


0 12*12 

0 1770* 

0 17.32* 

0.1037* 


0 2178 - 

044.37** 

-0 1673* 

0 0780 

Child laiss liNone) 






One or more 


1 1119** 

0 KS')7** 

0 95.33** 

0 9117** 

Ag l,und Holding 

[No limitJ 





I - 4 acres 

5 + acres 


0 0552 ■ 

0 4164** 

0 0704 

•0 1.3.34* 



0.1200 - 

0 5101** 

0 29.34** 

0 090*) 

Inicructior 






CEDU X.SI,II 

CEDU X .SI.I2 


- 0 36.36* 

0 8671 

0 0I>).3 

0.0629 

CEDU X TYPk 


0 5(,90* 

-0 90.30 

-0 022.3 

-0.5245* 

CF:DU X WOTH 


0 0648 

0.0093 

- 0.4849* 

-0.4233* 

Regression corisl.inl 


0 8259 

-0.5280 

-0 5065* 

-1..3400** 


0.11 UK 

1 578.3 

1 0226 

5.0657 

Adjusted R‘ 


0 4095 

0.3453 

0 3842 

0.4923 

Number ol cases 


2339 

171.3 

2289 

6582 


Nole.i: Wotas given in parenthesis eunespotid lo llic reference caiegory for each group. 

* - Significanl al 0 US level. 

♦* ; Significant al 0 01 level. 

1 ; For Hunjab other religion refers lo Sikh only 

@ : Not considered separately because they arc small in number. Hindus include all religious 
groups other than Sikhs 

: Not considercu separately because they arc sm.ill in number. Hindus include all religious 
groups other than Muslim. 
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Our basic interest is to find out the 
impact of living standard on fertility. The 
most important question here is: What 
should be the indicator of fertility? Avail¬ 
able literature in this direction has sug¬ 
gested that indices of actual fertility, 
measures of family size preferences, and 
different aspects of family size decision 
making might be used as dependent vari¬ 
able [Namboodiri 19721. Keeping this in 
view, two indices for actual fertility, mean 
number of children ever born and births 
of different orders per 1 ,(MH) women have 
been computed for women who were 
married for at least 10 ycars.-^ On the other 
hand, in order to understand family size 
preferences, three different variables such 
as desired family size, proportion of cur¬ 
rent users of any family planning methcKl 
and unmet need fur family planning have 
been considered. 

How fertility might be related to eco¬ 
nomic condition can be gauged from 
Table 2. According to this table, among 
the less educated couples in Kerala, the 
average parity docs not decline with in¬ 
crease in the level of living. However, in 
Punjab, the average number of children 
among women in the ‘high’ category of 
living standard was 3.8, which is consid¬ 
erably lowtir than that among women in 
the lower level of living, in Maharashtra 
and Uttar Pradesh, though a declining trend 
is visible, the difference in the number of 
children born by level of living is not 
substantial. The relationship between level 
of living and fertility appears to be stron¬ 
ger among the educated couples, particu¬ 
larly in terms of the difference in fertility 
between women in the low and high 
categories of living. It is apparent from 
Table 2 that education of couple plays a 
more dominant role in influencing fertility 
than the standard oi living. Al.so, there is 
an interaction between education and 
standard of living in affecting fertility, the 
effect of level ol living is stronger in the 
educated couples compared to the less 
educated ones. The variation in the num¬ 
ber of children per woman tends to be 
more among the low level ol living, 
particularly for less educated couples. 

Fertility as measured by births of dif¬ 
ferent order per 1,000 women also sug¬ 
gests that among the less educated group, 
the decline with living condition is only 
marginal, except in Punjab. In Kerala, 
with an increu.se in the level of living, a 
greater proportion of the couples (less 
educated) continues with reproduction and 
have higher order births. For example, 
among the high living group, out of 1,000 
women 758 have three children, and 466 
havefourormorechildrcn, whereas women 


among the low living category, 722 and 
397 women have three and four or more 
children. The finding seems to support the 
observation that the urge to adhere to the 
norm of having two children docs not 
diminish with the increasing standard of 
living. But this is evident only among the 
less educated group of couples. Thus 
among the less educated couples, the 
relation between economic status and 
fertility might tend to be U-shaped as 
indicated by Bernhardt (1972). According 
to her, higher fertility among.ithe highest 
income bracket can be observed largely 
because they tend to have greater unifor¬ 
mity in adhering to the social norm of 
having two children [Bernhardt 19721. 
That is, agreaterproportionofthesc women 
proceed to have at lea.st 2 children. For 
this group, the results also tend to suggest 
that childlessness declines with better 
living condition. 

As has been indicated earlier, the rela¬ 
tionship between actual fertility with 
economic condition may get vitiated 


because of the failure on the part of women 
(especially the disadvantaged group) to 
exercise control to achieve the desired 
family size. It is, therefore, pertinent to 
examine how the family size preferences 
vary with the economic condition. The 
ideal family size for a woman - how many 
children she would want in her lifetime 
if she could start all over again - was 
ascertained in the NFHS. It is true that 
fertility ideals of women will be influ¬ 
enced by their actual family size, particu¬ 
larly, it may be over estimated by women 
whose actual family size is large. The over 
estimation is likely to occur because the 
women tend to rationalise their actual 
fertility behaviour. To obviate this, we 
have examined the relationship between 
the ideal family size and economic con¬ 
dition by considering women who have 
two or fewer number of children and are 
aged less than 30 (Table 3). These women 
are still in the process of family building. 
The family size prcfcrcncesol the younger 
women show a declining trend with a rise 


Table 5: Rr.sui t! oi- Ri (■ri-s.sion Analysis of Dlsireo Famii y Sr/i. (for Women with at Most Two 
Children and of Aol Less than 30), .Sit.f.<-ill> SiATb.s 


Variables IRcIcicncc Categoiyl 


Reuression C’oclt'icicnts 




Kerala 

Punjab 

Maharashtra 

Uttar lYat'csh 

Place of residence (Type) 

jUrhanl 





Rural 


0l«7K»' 

-0 UdS"* 

-0.0402 

0.2482** 

Religion 

[llindul 





Mu.slim 




0.5766** 

03311** 

Other 


()K.3y2** 

0.08866 

0.0163 

0.0392 


faste/tribc [SC and ST) 





Other 



0.0574 

-0.1.5.53* 

-0.2003** 

Couples’ education (CHDU) 

ILowl 

0.(X).‘i3 




High 



0 1897** 

-0..I5I0** 

-0.3878** 

Standard of Living Index 

|Low| 





Medium (SLli) 
lligh(.SLi:) 


0.2082** 

++ 

-0.1884** 

-0 1.159** 




-0.1733** 

•0..342I** 

-0.6487** 

Ag Laind Holding 

[No land) 

O.ODkO 




1-4 acies 

5-F acics 


0 I.‘i28 

-0.2194** 

0 2122** 

0.0574 

litteraction 



-0.2187** 

0.1925** 

0.0253 

CKDUxSLlI 


■0.1088* 




CEDU X SLI2 
CRDU X TYPh 


O.O^y-S 

NA 

0.1087 

-0.(W08 




0.0311 

0.1910 

0.2262 

Rcgre.ssion constant 


0.IUI2 

-0.0205 

-0.0389 

-0.0988 

0.0502 

Adjusted 


-0.0255 

2.4832 

2.4980 

3.3169 

Nunilier of cases 


2 2044 

0.1173 

0.1383 

0.1517 



0.2271 

915 

1296 

3668 



1317 





Nnies : Wools given in parcnlhe.sKcorrespond to Che reference category for each group. 

*• ; Signilicant ai 0.01 level 
' Significant at O.OS level. 

I : For Punjab other religion refers to Sikh only. 

& : Net considered separately because they are small in number. Hindus include ali religious 
groups other than Sikhs. 

@@ . Not considered separately because they arc small in number. Hindus include all religious 
groups other than Muslim 

-F-t-. Due to small size low and medium categories of SCI have combined. 
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,n the standard of living. This is true in 
Punjab, Maharashtra and Uttar Pradesh 
but in Kerala the relationship is not very 
clear. The table also reveals a strong 
negative association between education 
of couples and their desired family size. 

Information on family planning 
behaviour is also provided in Table 3. 
There exist some differences in either the 
current use of contraceptive methods or 
the unmet need** for family planning by 
living condition and education of couples. 
But they generally lend to be small and 
do not suggest that the high fertility among 
the disadvantaged group could be because 
ol their inability to control fertility. The 
unmet need for family planning amrtng 
couples with a low level of living is higher 
than among couples enjoying a high level 
of living in Punjab, Maharashtra and Uttar 
Pradesh. It is possible that the strong 
negative relation between the level of living 
and fertility observed in I’unjab might 
decline to some extent if the unmet need 
by level of living becomes uniform. 

To have a better understanding of the 
relationship between fertility behaviour 
and standard of living, regression analysis 
has been used. The results are shown in 
tables 4 and 5. Regarding actual fertility 
(children ever born among women with 
at least 10 years marital durati(<r>) and 
standard of living (Table 4), the results 
sugge.st that, in general, with an improve¬ 
ment in economic condition, the fertility 
tends to decline. This is true in the case 
of Punjab and Maharashtra. In Kerala, 
there exists a .signilicant negative interac¬ 
tion between education and standard of 
living in intluencing the fertility. In other 
words, the reduction in fertility with the 
economic condition is .significantly higher 
among the educated group compared to 
less educated couples. In Uttai Pradesh, 
however, the fertility is significantly higher 
among women belonging to the medium 
standard of living compared to those with 
a low level of living. But fertility even 
lower among women of Uttar Pradesh 
with a high standard of living than among 
women enjoying a low standard of living; 
and the reduction is significant in the case 
of the educated group (the interaction 
between high standard of living and edu¬ 
cation of couple is negative and signifi¬ 
cant). The finding, therefore, reveals that 
fertility is significantly lower among 
women with a high standard of living than 
among those with the low standard of 
living in all the states. Further, this reduc¬ 
tion in fertility, as hypothesised earlier, is 
more perceptible among the better edu¬ 
cated group of couples. 

Fhe relation between landholding and 


the fertility alsti turns out, in general, to 
be negative. Higher landholding leads to 
lowering of fertility. This is particularly 
true in the case of Punjab which is agri¬ 
culturally the most pros|wrous state, This 
IS also true in Uttar Pradesh, though the 
difference in fertility between women 
living in households with more than .S 
acres of land and those with no land is 
si.itistically significant only at 10 per cent 
level (Table 4), In Kerala, landholding 
shoxss no relationship with fertility 
IZachariah 1984; Zachariah el al 1994; 
/achariah and Irudaya Kajati 1997) and 
m Maharashtra, on the other hand, the 
tertihiy is tound to be higher among couples 
with more than five acres of land than 
among the landless. As indicated earlier, 
landholding is positively associated with 
.standard of living Also, there is a .strong 
association between education ol a couple 
and size of landholding. While the percent 
of educated couples declines substantially 
among the landholders in Punjab, 
Mahaiashtra and Intar Pradesh, m Kerala 
it is just the opposite. In Kerala, the per 
cent of educated couples i.s almost double 
among the landholders compared to that 
among the landless This multicolhnearily 
between the three variables (education, 
landholding and standard of living) makes 
the correct .isscssincnt iit their individual 
effects somewhal dillicult. in fact, the 
.standard of living and landholding arc 
integral part ot overall economic condi¬ 
tion of a household, particularly in the 
rural areas. It the two variables are coin 
billed, there is no doubt that the re.sultant 
indicator ol economic condition will not 
show a positive lelation with tertility and 
in all likelihood will have a negative 
relationship. 

Another point which is noticeable from 
Tabic 4 is that mortality tends lo m.ike a 
significant diKercnce in the level of fer¬ 
tility. The rate is much higher (sialistically 
highly signilicant) among women who 
experienced child los.s compared to those 
who did not have such an experience. This 
is true for all the four states. The signifi 
cance of this can b<^ understood better by 
the fact that 54, 3(i, 24 and 17 per cent 
of couples in Uttar Pradesh, Maharashtra. 
Punjab and Keiala had experienced child 
loss. The experience of child loss was 
lower among the educated group, almost 
half of that in the less educated group. In 
fact, this is one reason why the effect of 
education reduces substantially as expe¬ 
rience of child loss is controlled in the 
regression. If instead of children ever born, 
children surviving are considered, the 
difference between the educated and less 
educated couples would narrow down 


substantially. The experience of child loss 
was, however, not found to be a.ssociated 
with either the standard of living or land¬ 
holding. 

The effect of child loss on fertility may 
not exactly represent the effect of mortal¬ 
ity on fertility. There is a reverse effect 
of fertility on mortality. Although the exact 
magnitude of the effect may Ik‘ debated, 
it IS certain that there is a tendency among 
mothers, who experience child loss, to 
replace the deceased children and that a 
decline in morialiiy will help in acceler¬ 
ating the fertility decline |.Syamalu and 
Roy 1994). 

The regressitm coefficient of work sta¬ 
tus indicates that fertility among the 
working women isciihci same (in Kerala, 
Punjab and Maharashtra) or higher (in 
Uttai Pradesh) than that among non¬ 
working women. However, it is interest¬ 
ing to note that the interaction between 
work status and education is negative and 
signiticani in Uttar Pradesh and 
Maharashtra. The negative woik-fcrtiliiy 
hypothesis is subsiaiiliutcd in lhc.se two 
.states only in the ca.se of educated couples 
Among tlic less educated group, the re¬ 
lationship is either absent or positive. Of 
course, the positive lelationship between 
work and fertility may in fact be an artifact 
of the cflccl (v' fertility on work status. 
Less educated women with higher fertility 
may have greater compulsion lo earn loi 
subsistence 

The broad findings ol the analysis of 
fertility prcicrciice (shown m Table 5) 
agree with that of the actual i'crtility. In 
Punjab, Maharashtra and Uttar Pradesh, 
the ideal family size declines with better 
living condition and this trend does not 
change with the couples’ education. The 
desired number ot childien declines sig- 
iiificai'ily with the education of couples. 
In Maharashtru. like actual fertility, the 
fertility preference ol the younger cohort 
also shows a positive relation.ship with 
land holding. 

CoNC'l IISIONS 

To summarise our findings data on the 
standard of living (economic .status) is not 
always sufficient to understand the com¬ 
plex mechanism of fertility decline. A .set 
of other social factors are at work which 
directly or indirectly influence the couples’ 
decision on family size. Thus there can be 
no such thing as a purely economic theory 
of fertility |Caldwell 1977]. 

Among the four states under investiga¬ 
tion, only Punjab displays the expected 
negative association between living stan¬ 
dard and fertility change. The impressive 
record of economic development prior to 
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the social development in Punjab gave rise 
to new security of life and livelihood, 
which was a crucial factor that enabled 
people to have the confidence adopt uni¬ 
versal fertility control [Das Gupta 1995]. 
This is also evidenced by the fact that land- 
holding has a strong negative relationship 
with the fertility only in Punjab. The same 
line of findings in case of Punjab can also 
be observed from the study of Nag (1984). 
However, the unmet need for family plan¬ 
ning was found to be higher among house¬ 
holds with a low level of living. To the 
extent that this unmet need is met by the 
programme, the negative relationship 
between economic condition and fertility 
in this state will become weaker. But at 
the same time it needs to be mentioned 
that the variation in fertility preference by 
standard of living suggests that the nega¬ 
tive relationship will continue in future. 

The negative relationship between stan¬ 
dard of living and fertility is also evident, 
though to a lesser extent compared to 
Punjab, in the other three states, and it is 
more pronounced in the case of the better 
educated group. Except in Kerala, fertility 
preference also declines with better living 
condition in the other two states. In the 


case of Kerala, the attitudes of couples 
towards ideal family size have not at all 
been influenced by the living standard. 
Perhaps, the uniform social development 
and better diffusion of the programme 
[Mari Bhat and Irudaya Rajan 1997] has 
led to the universalisation of small family 
size norm in this state. 

Notes 

1 There can be a difference between the desired 
fertility and the actual fertility performance. 
Fertility desire among the economically dis¬ 
advantaged group may be low, but due to high 
cost of contraception (economic as well as 
psychological, including lack of knowledge 
and accessibility of contraceptives) their actual 
fertility may be high. The positive relationship 
between economic condition and actual fertil¬ 
ity, it is argued, will emerge stronger in so¬ 
cieties where contraceptives are widely acces¬ 
sible. On the other hand, the actual fertility 
performance of the poorer group may get 
adversely affected by their lower fecundity, 
which tends to be related to health condition, 
nutritional deficiency, occurrence of fertility 
impairing deseuscs and health care .seeking 
behaviour during pregnancy and child birth. 

2 By economic condition of women, we mean 
the standard of living of households in which 
they live. 

3 The latter index provides information on the 
proportion of women having at least i (i s I, 
2, 3. ...) births. 


4 Unmet need for family planning is defined hen 
as per cent of women who do not desire 
additional children but are not yet prmrtising 
family planning. 
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Ap!*ni>ix Tabix: Scores for tfif variables used in the computation of Standard of 
Living Index (SLI) 


Variable 

Scores 



1 Sepamteroom for cooking 

Yes 

= 1 



No 

= 0 


2 Type of house 

Pucca 

= 2 



.Semi-pucca 

= 1 



Kachha 

= 0 


3 Source of lighting 

Electricity 

= 2 



Kerosine or gas or oil 

= 1 



Other 

= 0 


4 Fuel for cooking 

Electricity or gas or bio-gas 

- 2 



Coal or charcoal or kerosine 

= 1 



Other 

= 0 


5 Source of drinking water 

Well or pipe nr hand-pump (own) 


= 2 


Well or pipe or hand-pump (public) 

= 1 



Other 


= 0 

6 Toilet facility 

Own flush toilet 


= 3 


Flush toilet (public or shared) or own pit toilet 

= 2 



Shared pit toilet or public pit toilet 


= 1 


Other 


= 0 

7 Ownership of livestock 

Bullock 

= 2 



Cow or 

= 2 



Buffalo 

= 2 



Goal 

= 1 



Sheep 

= 1 



Camel 

= 1 


8 Ownership of goixls 

Sewing machine 

= 2 



Clock/walch 

= 1 



Sofa set 

= 2 



Fan 

x2 



Kadio/Transistor 

= 2 



Refrigerator 

= 3 



Television 

= ? 



VCR/VCP 

= 3 



Bicycle 

= 2 



Motorcyclc/Scooter 

= 3 



C ar 

= 4 


Standard of living index (SLI) 

Score range 

0to48 


Categories of SLI 

Range 



Low SLI 


0lo9 


Medium SLI 


10 to 19 


HighSU 

20 and above 
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ReUgion-Specific Differentials in Fertility 
and Family Planning 

K Moulasha 
G Rama Kao 

The relationship between religion and fertility behaviour has prompted much interest, especially in the 
context of the rising population in developing countries. In India data reveal that the fertility rate among 
Muslim women is significantly higher than for Hindu women which may in the first iiLstance be attributed 
to such practices as posi-partum abstinence and the length of amenorrhea after child birth. Clearly, however, 
there are more complex socio-economic reasons for the differential bevariour of the two communities that 
needs to be better understood. 


RELIGION has a more significant influ¬ 
ence on demographic behaviour in devel¬ 
oping countries than in more developed 
countries. A high level of fertility has been 
associated with the religious prohibition 
of the u.se of birth control and values about 
the importance of children, priority of the 
family and gender. In this context, the 
reduction of fertility differences among 
religious groups suggests a decline in the 
influence of religion on the choices of 
persons about childbearing and contra¬ 
ceptive u.sc [Chaniie 1981). The rapid 
population growth in the developing world 
has led to an increased interest in religious 
values that may affect efforts to reduce 
fertility levels IGold.stein 1970) and the 
relationship between religion and fertility 
behaviour. The subject continues to be 
di.scussed in India since the l9S0s. 

In order to explain the religious differ¬ 
entials in fertility, social .scientists and 
demographers have formulated four ma¬ 
jor hypotheses IGoldscheider 1971; 
Chamie 1981). They arc: (i) the ‘charac¬ 
teristics’ (or assiinilationist) hypothesis; 
(ii) the 'particularised theology’ hypoth¬ 
esis; (iii) the ‘minority group status' 
hypothesis; and (ivj 'interaction' hypoth¬ 
esis. Advocates of the ‘characteri.stics 
hypothesis’ argue that religious differen¬ 
tials in fertility are es.scntially a result of 
differences in the demographic, social and 
economic attributes of the members of 
religiou.\ groups. In contrast, supporters of 
the 'particularised theology’ proposition 
contend that religious differentials in 
fertility are due to differences in religious 
docu-ine. For example, in a summary article 
on Muslim natality, Kirk (1967) argued 
that Islam has been a more effective barrier 
to the diffusion of family planning than 
other religions. El-Hamamsy (1972) and 
Omran (1973) suggested that in order to 
understand the higher fertility of Muslims, 
greater importance should be given to the 
effect of the belief system on the behaviour 
level and existing socio-economic condi¬ 


tions in their respective countries and less 
to Islamic theology. The third proposition 
'minority group status’ views fertility 
differentials among various religious 
groups within the larger context of fertility 
and .social organisation. Its advocates 
maintain that insecurity of minority group 
membership dcpres.ses fertility below that 
of the majority group when (1) accultura¬ 
tion of minority groups has occurred in 
conjunction with the desire for accultura¬ 
tion; (2) equalisation of social and eco¬ 
nomic characteristics (xrcurs and/or siKial 
and economic mobility is desired; [i) no 
pro-natalist idealogy is associated with the 
minority group and no norm discourages 
the use of efficient contraceptives 
(Goldscheildei 1971). Chamie’s (1981) 
'interaction' hypothesis maintains that 
fertility differentials depend on the inter¬ 
action between the .socio-economic levels 
of the religious groups and the local ori¬ 
entations ol these groups toward pr.icre- 
ation and feitility control. 

India is a country with a pluralistic 
religious society. Among them, Hindus 
form a majority with 82 per cent, followed 
by Muslims with 12 percent |RGi 1991). 
Therefore, the discussion is confined only 
on Hindus and Muslims of India as the 
changes in the reproductive behaviour of 
these two groups w ill influence the demo 
graphic us well as the political scenario 
of the country. In this paper, an attempt 
has been made to study the tcrtility and 
contraceptive practices of these two com¬ 
munities as observed from National Fam 
ily Health Survey (NFHS). The analysis 
is based on interviews with 79,f)40 cur¬ 
rently married (69,570 Hindu and 10,070 
Muslim) aged 13-49 years. The propor¬ 
tions of Muslim women among the younger 
age (13-14,15-19 and 20-24 years) were 
slightly higher than those of Hindus. 

The religious composition of India has 
been changing and the proportion of 
Muslims has been steadily increasing for 
decades. Data from different decadal 


censu.ses show that except during 1941- 
51, the growth rate of Muslims has been 
higher than that of Hindus. I’hc higher 
growth rate of Muslims prior to 1951 was 
perhaps due to conversion, but since in 
recent periods conversion of Hindus to 
Islam has been rare, the observed differ¬ 
entials in growth rates between Hindus 
and Muslims must be attributed to differ¬ 
ences in the components of population 
growth, vi/,. fertility, mortality and migra¬ 
tion. Although Hindus were more migra¬ 
tory than Muslims in the past, it is unlikely 
that the effect of this component on the 
overall growth rate of the two communi¬ 
ties has bccivsigmUcant. According to the 
1951 Census, the .share of Muslims in the 
total population w'as 9.9 jicr cent and it 
has increased to 12.1 per cent in 1991; 
whereas the proportion of Hindus has 
declined from 84.9 to 82 per cent during 
the same period, 'rherclore, the observed 
variation in growth rates between these 
groups remains to be explained in terms 
of dilferenccs in mortality and fertility 
(Vi.saria 1974; Balasubramaniun 1984], 
Generally, the higher tcrtility of Muslim 
is b.;Iievcd to be primarily responsible for 
their higher growth rate [Kulkarni 1996], 

The growth ol population of different 
religious groups is determined by the 
various siKial and economic characteris¬ 
tics of the respective groups. Information 
about such differentials is ncccs.sary to 
identify the factors and usse.ss the pros¬ 
pects for change in the composition of 
population in various groups. It is also 
helpful in identifying the majoi determi¬ 
nants of the fertility level of the popula¬ 
tion. Above all, it provides clues about 
future fertility trends of the population. 

Background Characteristics 

Place ol residence; One in four Hindus 
lives in urban areas whereas among 
Muslims the proportion is one in three. To 
study the difference in their social con¬ 
dition, their literacy level has been con- 
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sidered as a key variable. It is found that 
the proportion of literates among Hindus 
is slightly more than among Muslims. If 
we look at the educational attainment by 
religion, Hindus have done better than 
Muslims. Data regarding the educational 
status of the two groups by place of resi¬ 
dence show no significant difference in 
the literacy rate of rural Hindus and 
Muslims but in urban areas, 65.3 per cent 
of the Hindus were literate whereas among 
Muslims, thepercentagewas47.9(Table 1). 
The data suggest that the Muslims did not 
go for higher education as compared to 
their counterparts and stopped thcirschool- 
ing at an early stage. The possible reason 
for the educational backwardness of 
Muslims is their lower socio-economic 
condition. Work status of the spouses 
shows that irrc.spective of religion, nearly 
all of them participate it in economic 
activity because most of them arc in the 
prime working ages. A sizeable propor¬ 
tion of the Hindus (43 per cent) worked 
in agriculture, and production and trans¬ 
portation (26.3 per cent); the correspond¬ 
ing figures for Muslims were 26.6 and 
39.6 per cent respectively. Details regard¬ 
ing those spouses engaged in agriculture 
show that more Muslims were farming 
rented land while Hindus cultivated their 
own land. It shows the relatively poor 
condition of the Muslims. Data regarding 
the respondents’ work status reveal that 
only 15 per cent of the Muslim women 
participated in work whereas for Hindu 
women the figure was 34 per cent. Among 
the workers, the percentage of women 
working for cash was less among Mus¬ 
lims Distribution of respondents' occu¬ 
pations by religion shows that the Hindu 
respt)ndents, like their spouses, mostly 
participated in agriculture (65.7) and pro- 
duction/transpoitation (21.9 percent) while 
among Muslim respondents, an identical 
42 per cent worko.l in the two sectors. 

Fertility and Its Preferences 

The NFHS estimated fertility levels, 
trends and d fferentials among Hindus and 
Muslims. The current and cohort fertility 
levels show that Muslims have a higher 
fertility than Hindus (Table 2). On an 
average, Muslim women have 1.1 chil¬ 
dren more than Hindu women. It is often 
argued that religious dill'erentials in fer¬ 
tility may be due to socio-econi'mic dif¬ 
ferences among the different religious 
groups rather than religious affiliation 
itself. However, to measure the role of 
socio-economic conditioning influencing 
the religious differentials in fertility, it is 
examined with the level of education. At 
each level of education, the TFR of 


Muslims is higher than that of Hindus. 
Among the first three educational catego¬ 
ries, TFR of Muslims is 23-26 per cent 
higher than that of Hindus. The difference 
was even larger(43 percent) among women 
who had studied upto high school and 
beyond. Thus controlling for the effects 
of education only decreases religious differ¬ 
entials to some extent, but the difference 
exists. It should be mentioned that fertility 
generally declines sharply with increasing 
education in both religious group. 

Differentials in the number of children 
everborn and surviving indicates that 
Muslim women had given birth to 0.6 
child more than their Hindu counterparts. 
Interestingly, among the children everborn 
to Muslim women, the .sex ratio at birth 
was slightly favourable to female as com¬ 
pared to that among Hindus. The differ¬ 
ence between the average number of 
children everborn and surviving was the 
same (0.4 children) among both Hindus 
and Muslims. Surprisingly, though the 
Muslim women gave birth to a slightly 
more number of children than Hindus, the 
quantum of child loss was the same among 
both the groups. In other words, the Muslim 
women had a lower rate of child loss than 
Hindus. 

Birth intervals arc an important indica¬ 
tor of the pace of child bearing. Earlier 
studies have shown that children bom too 
close to a previous birth have an increased 
risk of dying, if the interval between births 
is less than 24 months IGovindasamy et 
al 1993]. Among the major determinants 
of fertility, lactation aincnorrhoca and 
postpartum abstinence are significant. The 
duration of postpartum amcnorrhoea fol¬ 
lowing birth IS closely associated with the 
duration of breast feeding which tends to 
suppress the resumption of ovulation. 
Conception can also be delayed by pro¬ 
longed postpartum amcnorrhoea and 
abstinence. The total period of protection 
against conception from amcnorrhoea or 
abstinence or both is defined as the non- 
su.sceptiblc duration. Table 3 shows that 
median birth interval during the five years 
preceding the surveys was around two 
months higher among Hindus. Overall, 29 
per cent of Muslim births occurred within 
24 month', of the previous birth while the 
corresponding proportion among the 
Hindus was 25 per cent. As shown in 
Table 4, the relatively shorter median birth 
interval of Muslims probably reflect the 
ce.s.sation of breast feeding and the con¬ 
sequent shortening of the period of post¬ 
partum amenorrhoea. The median dura¬ 
tion of postpartum amenorrhoea, postpar¬ 
tum abstinence and postpartum non suscepti¬ 
bility was longer among Hindus. To be 


preci.se, among Muslims, the duration of 
PPA is one month shorter and postpartum 
abstinence is 0.7 month lower and post¬ 
partum non-susceptibility is 1.1 month 
shorter than among Hindus. It is to be 
mentioned here that though the Koran 
emphasises that the mother should .suckle 
her children for two full years, it seems 
to be overlooked by the Muslim women 
for some reasons. 

Childbearing at Younger Ages 

There has been a growing worldwide 
concern over the fertility of women under 
the age of 20, primarily because of its 
Tabu: I; Act: andEducaiionufEvi;r-Married 
Women by Rflioion 


Hindu.s 

Muslims 

Educaiion (Urban) 
lllilcrule 

.34 7 

52.1 

Less lhan primary 

6.7 

II.1 

Primary cumplelcd 

l.‘).3 

16.4 

Middle completed 

12.6 

8.5 

Hifih school completed 

18.9 

9.2 

Above high school 

11.7 

2.7 

Education (Rural) 

Illilcrale 

73.5 

84.0 

Less lhan primary 

5.9 

9.4 

Primary completed 

10.0 

9.9 

Middle completed 

5.4 

4.5 

High school completed 

4.4 

1.8 

Above high school 

0.8 

0.4 

Education (Total) 

Illiterate 

64.1 

66.1 

Less than primary 

6.1 

10.0 

Primary coinplcicd 

11.3 

12.2 

Middle, complcled 

7.2 

5.9 

'iigh school completed 

7.9 

4.5 

Above high school 

34 

1.2 

Mean years of wife's schixiling 

2.9 

2.3 

Mean years of spouse's 
schooling 

5.8 

4.6 

Occupalion of the .ipoii.’iei 
Prof-tech high level 

1.9 

1.2 

Prof-tech low level 

2.6 

2.3 

Admin/cxec/managers 

1.7 

1.1 

Clerical 

6.0 

3.3 

Sales workers 

9.9 

17.3 

Service workers 

49 

4.8 

Farm fish, hum, log 

43.0 

26.6 

Production, Iransporl 

26 3 

39.6 

Non-workers 

3.8 

4.0 

Unemployed persons 

1.6 

1.9 

Work sialui oj women 
Working 

35.1 

16.8 

Family ^arm^usiness 

48.4 

37.2 

Work for someone else 

45.3 

49.6 

Self-employed 

6.3 

13.8 

Working for cash 

55.4 

65.7 

Work al home 

80 

13.3 

Occupation of respondents 
Prof-lech high level 

0.5 

0.3 

Prof-tech low level 

3.1 

3.6 

Admin/exec/managers 

0.3 

0.3 

Clerical 

1.3 

0.8 

Sales workers 

3.5 

7.5 

Service workers 

4.1 

4.6 

Farm fish, hunt, log 

65.7 

40.4 

Production, transport 

22,3 

42.4 


Source: India, NFHS. 
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adverse health and social consequences 
[The Alan Guttmachar Institute 1998)]. 
High adolescent fertility seems to affect 
the health of teenage mothers and their 
infants. It has also emerged as a social 
issue, particularly indeveloping countries, 
because early childbearing may cause an 
interruption of education, resulting in low 
future income through fewer labour force 
options and a larger completed family 
size. 

As shown in Table 5, the proportion of 
ever married women in the age 13-19 
among Hindus and Musli ms was 10.7 years 
and 11.7 years respectively. Overall, 
around 58 percent of ever married teenage 
women had started their childbearing 
before reaching the age of 20. The cor¬ 
responding percentage of Muslim women 
is six points more than that of Hindus 
(62.3 per cent compared to 56.8 per cent). 

Onset of Childbearing 

The onset of childbearing is an impor¬ 
tant indicator which reflects prevailing 
fertility trend. Median age at first birth 
among Muslims was 18.9 years as com¬ 
pared to 19.5 years among Hindus. Mus¬ 
lims begin childbearing at a .slightly 
younger age than Hindus (Table 5). 
Another important detenninant of fertility 
level, age at last birth, also shows that 
Muslims continue childbearing into their 
late 30.S and 40s. The likely reason for 
Muslims having a lower age at first birth 
and a higher age at last birth than the 
Hindus seems to be their less frequent use 
of contraception. The difference between 
the median age first birth and the last binh 
implies an e.stimatcd average reproductive 
life of 14 years for Muslims, whereas this 
span is three years shorter for Hindus. As 
of 1992, the effective reproductive span 
(difference between age at first and last 
child) among women in Kerala was only 
4.33 years wheras the same span for 
Raja.sthani women was 14 years [Mishra 
and Irudaya Rajan 1997]. 

Family Planning 

In a country like India, success of the 
family planning programme is entirely 
dependent on the strategy of the programme 
to suit and meet the need of the different 
groups of inhabitants. It is naive to expect 
that all people will respond to a programme 
in the same manner. So it would be 
meaningful if we go into the details of 
knowledge, attitude and practice of family 
planning by religion as it will be useful 
forpolicymakers and programme adminis¬ 
trators. 

According to the NFHS, in India, modem 
methods of contraception are more exten¬ 


sively known than the traditional meth¬ 
ods. Substantial differences are noted with 
regard to the knowledge about methods 
by religion. Table 6 reveals that a slightly 
higher proportion of Muslim women had 
knowledge about contraceptive methods 
than Hindu women. The proportion of 
Muslim women knowing any methtxl of 
contraception and also a modem method 
of contraception was higher than that 
among Hindus. However, the level of 
knowledge about sources of contraceptive 
methods was lower among Muslims. 

Table 7 shows the level of contraceptive 
U.SC among currently married women who 
had reported that they knew at least one 
method of family planning. Although a 
higher proportion of currently married 
Muslim wqmcn reported knowledge of at 
least one method of family planning, the 
proportion of tho.se reporting current u.se 
of any method was considerably lower 


Ta|II.l 2. FhKIIIITS Rl-I.KilON ANU ElU'C AlION 



Hindus 

Muslims 

1 Dial fertility rate 

3.30 

4.41 

Illiterate 

3.93 

.S.03 

Less than middle siIiihiI 

2.93 

3,(11 

Middle schudi eoinplclcd 

2 4.*) 

3 O.S 

Hijth .schuol and above 

2.07 

2 97 

C'hiidrin ever-born 

3 0 

Vt) 

rhildren suivivinj: 

2.6- 

3 2 


Source: tiidiu NFH.S 

Tahli .1: liiKni Iniihvals nv Kmc, ion 

(In momhs) 


.Months 

Hindus 

Muslims 

<12 

1.9 

2.7 

12-17 

9 6 

10.2 

IK-23 

14.7 

It) 2 

24-35 

33.6 

34.6 

36-47 

21.1 

20.2 

48+ 

19.1 

lo.l 

Median months 

32.0 

.30.3 

No of births 

35,344 

7,411 


Source: India, Nf-'llS. 


TaBLL 4. I’oSI-l-ARTtlM Amrnokkiioca, 
ABSriNfcNCI. AND NoN’-SOSCEimBIUTV nv Kl CIOION 

(In monlks) 



Hindus 

Muslims 

Fost-partum amenorrhoea 

9,3 

8.3 

Po.st-partum abstinence 

36 

2.9 

Post-pailum non-su.sccptibility 10.3 

9 2 

Source: India, NFHS. 



Table 5; Af.r At FiFsr and Last Bikih by 

RkLIOION 




Hindu' 

Muslims 

Proportion of ever-married 



women 

10.7 

11.7 

Childbearing* EMW (13-19) 

I 56.8 

61.3 

Median age at tirst birth 

19.5 

18.9 

Median age at last birth 

30,4 

32.8 


* Ever-married women. 
Source: India, NFHS. 


than that among Hindus, particularly for 
permanent methods (Hindus 32.7 percent, 
Muslims 16 per cent). A similar picture 
emerged with respect to the current use 
of modem methods. On the other hand, 
the current use of modem temporary and 
traditional methods was slightly higher 
among Muslims than among Hindus. It is 
clear from this table that religious differ¬ 
ences in contraceptive use are quite sig¬ 
nificant. These differentials may partly 
reflect the relationship between the level 
of education and contraceptive use; a part 
of these differentials may disappear once 
the level of education is controlled. The 
same tabic also shows that the religious 
differential in contraceptive u.se rate tends 
to narrow as the educational level of the 
women inerca.scs. The u.se of any modem 
temporary method is, however, higher 
among Muslims than among Hindus in 
each educational category. The analysis 


'I'abi r tv KnowlI'.iioi ciI' Family I’i.annini, 
Mi.iiious in Kli.ioion 

( I’er cent) 


Knowledge of 

Hindus 

Muslims 

Any methods 

95 1 

96.5 

Permanent niclliods 

94.8 

96.0 

Any modern lempoiary 
methods 

74.3 

8.3.0 

Any natniul mi^hods 

36.3 

42.6 

Urban 

Any methods 

98,5 

97.3 

Fermanent melhods 

98 2 

96.7 

Any modere tcnipoiary 
methods 

91.(1 

90.2 

Any natural methods 

48 9 

38.8 

Rural 

Any methods 

94 1 

96.0 

Permanent methods 

93 7 

95.6 

Any modern tuinixirary 
methods 

69.0 

79.1 

Any natural melhods 

32 \ 

44.8 


Source India. .NFH.S. 


Tabu. 7 Conikaci c-rivi Usi. by Mithod and 

t-.DlJl AI BIN 


Method and ('Alucalion 

Hindus 

Muslims 

Any mclh.>d 

41.6 

~7 7 

Current u\e (inoilern met! od) .37.7 

22 0 

Illiterate 

3.3.1 

17.3 

Less than middle school 

47.3 

29.0 

Middle school conipleled 

4.3 5 

31.4 

High school .ind abc've 

45 5 

38.9 

Permanent melltoil 

32 7 

16.0 

Tubeelomy 

29.0 

14.4 

Vasectomy 

3.7 

1.6 

Temporary melltod 

5.1 

6.1 

lllileralc 

1.8 

3.1 

Less than middle .schmil 

5.3 

8.0 

Middle school completed 

8.8 

13.6 

High school and above 

20.3 

.?4.6 

Any traditional method 

3.9 

5.7 

Periodic abstinence 

2.4 

3.7 

Withdrawal 

1.3 

1.6 


Source: India. NFH.S. 
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suggests that religious differences in 
contraceptive use persist even after con¬ 
trolling for education. This information 
corroborates the earlier findings that 
Muslims prefer modem temporary meth¬ 
ods rather than sterilisations or abortion 
and also that Muslims too like to control 
their family size. 

Exposure to Family Planning Messages 
and Its Acceptability 

To assess the spread of family planning 
messages through various mass media, 
respondents were asked whether they had 
heard or seen any messages to promote 
family planning on radio or television. 
Although a majbrity of the Muslims live 
in urban areas, their exposure to family 
planning messages was a little lesser than 
that of Hindus. The proportion of Hindus 
having heard a message on radio and 
televisions was slightly higher than that 
of Muslims. The acceptability of the fam¬ 
ily planning messages was also higher 
among Hindus than among Muslim women 
(Table 8). 

Discussion and Attitudes of Couples 
Towards Family Planning 

The non-sicrilised currently married 
women who knew a contraceptive method 
were asked how often they had talked with 
their husbands about family planning in 
the year before the survey. An identical 
percentage of Muslim and Hindu women 
had a discussion with their spouses. There 
is difference in the extent of discussion 
of family planning between them but more 
numberof Muslim women discussed about 
family planning more often in the last year 
than their counterparts (Table 8). 

Couples’ opinion on approval of family 
planning is one of the determinants of 
acceptance of any contraceptive method 
by women. Information on attitudes to¬ 
ward family planning was obtained by 
asking non-sterilised women whether they 
and their hu.sbands approved or disap¬ 
proved of it. The proportion of Muslim 
couples having a positive attitude towards 
family planning was around 10 per cent 
lower than that of Hindus (Table 8). 

Fertility Preference 

Children provide certain invaluable 
satisfactions to parents. Invariably all 
religions emphasised about the positive 
functions of having children. Thus, there 
has been resistance to human interference 
with fertility from all major religions. In¬ 
formation regarding the potential demand 
for family planning shows that the desire 
to have more children in comparatively 
highc' among Muslims than among their 


Hindu counterparts. Interestingly, 61 per 
cent of the Muslim women who had two 
living children did not want additional 
children, whereas the corresponding 
per centage for Hindus was 39 (Table 9). 

Ideal Number of Children 

The key factors influencing fertility of 
married women are the number of children 
they desire. Table 10 shows that the ideal 
number of children desired by Muslim 
women was higher than that of their Hindu 
counterparts in each age group. The av¬ 
erage number of ideal children reported 
by Muslim women of each age group was 
higher than was reported by their Hindu 
sisters, but the differences between the 
two group widened with increasing age. 

Unmet Need for Family Planning 

The total unmet demand for family 
planning was higher among Muslim 
women than among Hindu women. Ac¬ 
cording to the NFHS, one-fourth of the 
Musi ims who either did not want any more 
children or wanted to wait two or more 
years before having another child, were 
not using contraception. These corres¬ 
ponding percentage for Hindus was 19 
(Table 11). 

Fertility Planning 

The TFR can be divided into ‘wanted’ 
and ‘unwanted’ portions. The unwanted 
portion of fertility relates to the birth about 
which the mothers reported that at the time 
she became pregnant, she did not want to 
have any more children; the wanted TFR 


Txhi 1 8: Diitosion of Family Plannino by 
Religion 

(Per cent) 


Exposure to FP Mes.sagcs 

Hindus 

Muslims 

Radio and television 

41.7 

40.0 

Acceptability of messages 

68.3 

64.3 

Couple discussion on FP 

49.9 

51.3 

Discus.sed more often on FP 

12.6 

14.8 

Favourable attitudes 

59.2 

49.3 

Unfavourable attitudes 

10.2 

19.5 


Source: India, NFHS. 


Table 9: Desire to havl No More Children 
Act-ohding to Number of Living Children 



AND Rei igion 

(Per cei 

Living Children 

Hindus 

Muslims 

0 

2.8 

2.3 

1 

14.7 

'9.5 

2 

60.9 

38.6 

3 

78.3 

60.1 

4 

84.2 

70.5 

5 

85.6 

76.6 

6+ 

83.2 

77.8 

Total 

57.2 

49.2 

Source: India. NFHS. 



comprises all other births, that were wanted 
later than they actually occurred. Reli¬ 
gious differences in wanted and unwanted 
components of the TFR and in ideal family 
size are given to facilitate comparison. 

Considerable differences in all three 
measures are evident by religion 
(Table 12). TFR, TWFR and ideal number 
of children among Muslims are compara¬ 
tively higher than among Hindus. The 
TFR of Hindus (3.30) is 28 per cent higher 
than the total wanted fertility rate (2.58), 
whereas, the corresponding percentage 
for Muslims is 32. 

According to NFHS, Muslim women 
had 1.1 children more than Hindu women. 
The possible reason could be the longer 
reproductive span of three years than 
Hindus. Muslims also have reported a 
shorter period of post-partum amenorrhea 
and post-partum abstinence than Hindus. 
Muslims have a lower mean age of first 
birth and higher age of last birth conse¬ 
quently resulted in more numberof repro¬ 
ductive years than their counterparts. 
Muslims were found to be less inclined 
to use modren contraceptive methods and 
they preferred to use the modem tempo- 


Table 10: Ideal Number uf Children 
According to Age and Religion 

(Per cent) 


Age 

Hindus 

Muslims 

13-14 

2.8 

2.9* 

15-19 

2.7 

3.0 

2&-24 

2.6 

3.0 

25-29 

2.7 

3.3 

30-34 

2.8 

3.5 

35-39 

2.9 

3.6 

40-44 

3.0 

3.8 

45-49 

3.2 

3.8 

Number of children 

3.4 

3.6 

Number of male children 

1.6 

1.8 

Number of female children 

1.0 

1.2 

Total 

2.8 

3.3 

* Bused on 25-49 unweighted cases. 


Source: India, NFHS. 



Table 11; Need for Family Planning by 

Religion 


(Per cent) 

Hindus 

Mu.slims 

Total unmet need for FP 

18.9 

25.8 

Total met need for FP 

41.6 

27.8 

Unwanted pregnancy 

8.5 

11.4 

Source: India, NFHS. 



Table 12: Ferttuty Planning by Reugion 



(Percent) 


Hindus 

Muslims 

Wanted no more children 

8.5 

11.4 

Total wanted fertility rate 

2.58 

3.35 

Total fertility rate 

3.30 

4.41 


Source: India, NFHS. 
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Metamorphoses Agrarian Capitalism 

Correciions 


rary methods which are less effective. In 
order to influence the fertility behaviour 
of Muslims, attention should be focused 
on changing attitudes towards fertility and 
family planning. 


The following corrections m»y kindly be noted in 'Metamorphoses of Agrarian Capitalism' by Jnirus 
Banaji (October 2, IW): 
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p 2850. line .17 for'among various dtsrigurrn.cn's' 
read 'anatng various disligurr 
nicni>.‘ 

line 62 tor *c 1930' read 'eld.tO' 
p 2851, line 2 lor'lowland West Bengal' 
lead 'Imland West Bengal' 
line 6 tor Thhaiisgarh and Nagpur’ read 
'Chliatisgarh and Nagpur' 
line 14 for 'as distinct regions' read 'as 
dnunt 1 regrens' 

line 73 tor'whalkindofrealities'lead'what 
kind Ilf realities' 

line 74t tir '"does not appear anywhere 
in hiiinaneapeneiice'" icad'"dix» 
lux appear anywhere in human ex¬ 
perience" (.Sartre's emphasis)' 
line 92r fw double quotes substitute single 
quotes 

line 950 for 'the counterfinalilies of crop 
jialtems that exhausted the soil and 
destroyed food .secunty' 
read 'llie eminleifinaliiies of crop 
patterns that exhausied Ilie soil and 
destroyed food .security’ 
line 99f ror'wulespreadccologicaldamage' 
lead ‘wulespread ecological tiam- 
oge’ 

p 2852, line 30f for 'a private estate called serl-i- 
khas' read ‘a private esiale called 
serfikhas' 

line 401 fitf ‘ilescnbed by Mukherp (1986)' 
read 'described by Mukherji 
(1986))' 

line 71 for'l.lb.tXM)acres’ read '3I(>.(X)0 
acres* 

line 95ff in the citaliun from Chen's teal 
ilalicisc narva, moksho iniiel, and 
narvadar (since these are in italics 
in the onginal) Likewise, in line 
105 ilalicise smsvars. since that is 
hols II appears in (!hcn's citation ol 
N.iik 

line 163 tor'tvisualisoiion'read'cosuali/aaiMi' 
line 169f fnr'letlthemaiurilyoflmuschulds 
deprived' read 'leitthenui/rwiryof 
households deprived' 

line 181 lor 'one of diverse configurations’ 
read 'oneofrfiverirconllguraiKin.s' 
p 3853, line S7f for'gavelheirlandlord-einployers' 
lull control' read ‘gave llieir land¬ 
lord-employers full control' 
line 74IT the sentence should read. "The 
argument here is not that the use of 
these forms of tenant labour contii- 
lulrs capitalism, bul that Iheir pres 
ence (and 'tenancy' more generally, 
that IS, tenancy <u sucfi) dues not 
rule oul capitalism in agriculture, 
and should not beeonstrucdasdoing 
so.' 

line 98 for 'later I9th c’ read 'later 19th 
century' 

line 115 for'and peasant capitalism, respec¬ 

tively' read 'and peasant capitalism 
respecuvely' 

line 121 for 'Cutswmschaft' read 'Guts- 
wirtsehaft* 

line 146ff the sentence should read 'and it is 
possible that in some ia,es they 
may have found il hard lo meet 
their engagements with the great 
trading houses in Bombay' (em- 
pliaais mine).' 


line I6lf fur‘esinhiishing control over eom- 
modilies' read 'establishingconirol 
over rommodilies' 

p 2854. line 2 for 'lays' read 'lay' 

line 15t fur 'll was easier - to oirenge for 
cumiuci areas' read 'it was easier... 
a> arrange for compact areas' 
col 2 fiw "hiASAirr’CsnrAiJssi' 
reud 'IYasant CAmAUSM' 
line 14If fur 'in the direction of further ex- 
icnsMin' read 'in the direction of 
further erleruion' 

line 183f mat 'other kinds of capitalism and 
their eonsiderahle hold over large 
sections if the prasaniry.' 

p 2855, line 32 for 'totalising conception' read 
'imalisuig conception' 

line .32f for 'Ihc way they tunction in real¬ 
ity ' reud 'the way they function in 
reality ’ 

line .56fl the sentence ahould read 'Thai 
the deployment of these forms of 
hired labour was characterised 
by considerablecoerriiin, includ¬ 
ing debt bondage, es(>ecially in 
the colonial jirriod, is incidental 
to the essential nature of the re¬ 
lationship as a domination of 
wage labour.' 

line 63 for 'the hnipatis' read ‘the Halpulis' 
line 73 for ‘are very widely reported' 'read 
are irry widely reported' 
hixium of All 2 delete 'Tcnam'y and Waoi> 
LAiania' 

line 1241 for‘the large nair and Syrian Chris¬ 
tian Icnanlcullivalois' read ‘thcloige 
Nair and Syrian Christian tenant 
cultivators' 

line 1121 foi ‘landless pulaiyaii and paraiyan 
castes' read 'landless Ihilaiyan end 
Paraiyan castes' 

line 1581 loi 'paraiyans attached to..' read 
'Paraiyans attached to.' 
line 168 fur 'niXcd Dial their wage.s were 
generally paid in kind' read ‘noted 
that their wages were generally 
paid in kind' 

i.ne IWIf Ihe .senlenci* should read ‘Dhoima 
Kumar describes the padiyals as 
‘hired iarm servonks receiving wages 
in kind', and notes that they were 
frequently ‘hired fur very long 
periods'.' 

p 28.56. Iinc60ff liieseiiienceshouldread'Onaruugh 
estimate it may be said that only 
ahou! 10 pet ceni oj the farmers 
depended entirely on hired 
labour ”' 

line 79f for 'relying exclusively on hired 
labour' reud 'relying en/uinvfy on 
hired labour' 

line 83 for 'noted that all' read 'noted that 
all' 

line I2.5f for ‘possession of a privileged ten¬ 
antry' read 'possession of a privi¬ 
leged tenamry’ 

line l.36fl the sentence should read 'a veiy 
large part of the nml proletariat of 
die United Provinces, who were 
merely allotment holders.' 


note 2 
note 47 


add '(emphasis in originall’ 

for '(Clark (1983) on' read ‘(cf 

Clark (1983) on’ 
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Economic and Caste Criteria in 
Definition of Backwardness 

K Srinivasan 
Sanjay Kumar 

While the NFHS was conducted with the primary objective of collecting data on reproductive status, it 
has generated considerable data on caste and economic conditions. An analysis of this data Sft shows that 
there are wide differentials in the economic conditions of the .socially backward castes and classes. This 
raises vital questions on the role and relevance of caste-based privileges. 


I 

Introduction 

A UNIQUE feature of the Indian society 
is the caste system. The stratification of 
the Indian population into sub-groups 
defined by caste, which is determined by 
birth, has been in existence for thousands 
of years. It is now considered one of the 
major social hurdles in the development 
of the nation. The social distance between 
the caste groups varies from state to state, 
but generally there is a well established 
hierarchy of castes that can be consideted 
under four broad headings, namely, 
brahmins, kshatriyas, vaisyas and shudrus. 
and such a stratification can be traced 
back to the Vedas. It appears that the major 
stratification in terms of castes (‘varna’) 
was originally based on occupational 
division without a vertical .social hierar¬ 
chy. However, over the centuries the 
’varna’ system seems to have expanded 
and became rigid with many subcastes 
(‘jatis’) springing up within each major 
category. There are innumerable subcastes 
among brahmins, kshatriyas. vaisyas and 
shudras, and the difterentiation between 
the subcastes within a major caste cat¬ 
egory has also widened over the years. 
Most of the matruiges even today take 
place within a subcastc and intercastc 
marriages arc socially not yet accepted. 

Social reformers rose in revolt against 
the rigidities and injustices springing from 
the caste system. A particularly evil prac¬ 
tice is that of treating many caste groups 
as ’untouchables’ or .social oulcastes. 
During the past few centuries, many social 
refonners have agitated, written and 
canvassed against the evils of the caste 
system. Prominent among such social 
reformers are Sant Ramdas in Uttar 
Prade.sh, Guru Nanak in Punjab, Raja Ram 
Mohan Roy in West Bengal, Basavappa 
in Karnataka. Narayana Guru in Kerala 
and Periyai in Tamil Nadu. One of the 
most recent crusaders of social reforms in 
the country was Mahatma Gandhi, who 
fougnt for the eibancipation of the down¬ 


trodden castes as a part of the indepen¬ 
dence movement. Gandhi called the poor¬ 
est and lowest among the ca.stc hierarchy, 
who are considered untouchables by the 
rest, ’Harijans’ orchildrenof ‘Hari’ (God). 
Another historic figure championing the 
cause of downtrodden caste groups was 
B R Ambcdkar, the architect of the Con¬ 
stitution of India. 

With the attainment of independence in 
1947 and the strong views of Mahatma 
Gandhi prevailing within the Congress 
Party, the Con.stitution of India in 19.50, 
adopted special provisions for the uplift 
of the weakest in the caste hierarchy. 


Articles 341 and 342 of the Constitution 
included a list of scheduled castes (SCs) 
and scheduled tribes (.S7's) for whom spe¬ 
cial benefits were to be given to uplift 
them from their continued backwardness 
in society because of the caste structure 
Those castes which were considered to be 
at the bottom end of the social order in 
the country were identified state by state 
for special benefits thtough reservations 
in educational in.stitution.s, employment, 
subsidised food, political representation 
in legislatures and the parliament. The 
special privileges were intended to help 
the backward castes/tribes to join the 


TaHI.1 I a- DISIRNIUTION OI- HoUSiHOI I).S OI' Sprcil lLU C’ASTr-S by .Scicio I-condmic Iniiicaiijks 

IN l)n AR pRADLSIl 

(Per ct'iil) 


Casic/Arca of 
Resilience 

Total 

Itouscliolds 

(No) 

No 

Adult 

1.iterate 
Member 

Livih}* 

hi 

Kacch^ 

1 louse 

Without 

HIcciricily 

No 

Toilet 

facility 

No 

lirigatcd 

Land 

No Watch, 
Radio, 
Bicycle, 
etc 

All 

Combined 

10110 

28 6 

52.0 

66.0 

75.9 

44 4 

27 3 

Rural 

779.S 

32.5 

6? 1 

80.0 

92.6 

32.3 

31 1 

Brahmin*' 

Combined 

12.55 

8.0 

36.2 

49.6 

69.3 

38.2 

15 9 

Rural 

‘M(> 

9.9 

46.7 

64 2 

89.9 

23.9 

20.1 

Kayustha'* 

Coinhined 

IK9 

16.9 

45.5 

44.4 

46.0 

1)4.0 

15.3 

Rural 

65 

27.7 

76.9 

86.2 

81 5 

30.8 

18.5 

Rajput* 

Combined 

7.38 

22.4 

51.3 

67 6 

82.4 

33.0 

25.2 

Ruial 

616 

25.3 

59.1 

79.1 

93.7 

26.0 

28.6 

Kumhar** 

Combined 

188 

41.5 

64.5 

76 1 

86.7 

44.1 

29.9 

Rural 

1.50 

42.7 

70 0 

86 0 

94.7 

31.8 

28.9 

Teh** 

Combined 

68 

47.1 

61 8 

73.5 

85.3 

58.8 

45.6 

Rural 

60 

48.3 

65.0 

76.7 

91.7 

58.3 

43.3 

Kurmi** 

Combined 

52 

25.0 

59.6 

71.2 

75.0 

28.8 

26.9 

Rural 

4t 

24.4 

65.9 

82.9 

87.8 

12.2 

31.7 

Chamar*** 

C omhined 

1316 

40,0 

68.8 

83.4 

95.1 

48.8 

41.9 

Rural 

1193 

41.6 

72.7 

88.9 

98.7 

44.8 

43.8 

Pasi*** 

Combined 

125 

43.2 

88.0 

89.6 

95.2 

38.7 

41.6 

Rural 

108 

46.3 

95.4 

95.4 

99.1 

33.6 

43.5 

Dhobi*** 

Combined 

1.56 

39.1 

60.9 

75.0 

89.7 

54.5 

37.8 

Rural 

132 

40.9 

66 7 

85.6 

97.0 

48.5 

40.9 


Note for all tables: *** SC ** OBC * Others. 
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mainstream of national development. The mates of fertility, infant mortality, contra- 

lists of SCs and STs originally promul- ceptive use, reproductive health, family 
gated as part of the Constitution of India, size desires, etc, for the states of India. In 
have been modified, amended and supple- addition to questions on these topics, 

mented from time to time, and a more information was al.socollected on ca.ste of 
recent updated series has been published the head of the hou.schold and economic 
in the Scheduled Castes and Scheduled conditions of the household, such us type 
Tribes Orders (Amendment Act) 1976. of house, source ol lighting, availability 
The Mandal Commission, which went of protected water, toilet facility, modern 
into the question of reservations had also objects owned, viz, watch, radio, bicycle 
included many other castes, that were not and literacy levels of the members of the 
covered in the list of SCs and STs, in the household. Thus this data set presents a 

category of other backward castes (OBCs) 


unique opportunity to study the differen¬ 
tials in socio-economic indicators by caste. 

For the present analysis, data from the 
stales of Uttar Pradesh. Bihar and Tamil 
Nadu, have been used; the number of 
households covered in the survey from the 
above slates was 10,110; 4,748 and 4,287 
respectively. The survey work in UP was 
carried out between Ctetober 1992 and 
February 1993. in Bihar during March- 
Junc 1993 and in Tamil Nadu between 
April and July 1992. The survey provided 
a unique opportunity to analyse the eco¬ 
nomic conditions and other demographic 
characteristics of the households by caste. 

From the data compiled in the NFIIS, 
we identified a group of castes in each of 
the three slates which arc considered to 
belong to (i) scheduled castes, (ii) other 
backward castes, and (iii) other ca.stes. 
These are based on the list of SC/ST or 
OHC published cither by the state or by 
ihe centre. Those castes, in each of the 
broad categories, which have at least SO 
households in the sample were included 
in the analysis. The data for .selected castes 
were analysed to estinialc their literacy 
rates and economic conditions of the 
households. The following six I actors were 


and recommended special privileges to 
them in order to lift them from their socio¬ 
economic backwardness. The OBCs were 
identified by the central government as 
common list and by each state as a s|)ccial 
.state list. 

II 

Data and Method of Analysis 

In this context, it is necessary to exam¬ 
ine how far .some of the castes, which have 
been recei ving these special privileges over 
the pa.st 50 years, have improved their 
conditions, and to study whether the dif¬ 
ferentials in economic conditions between 
the ca.ste groups have narrowed down. The 
data collected in the 1931 Census we: c the 
last comprehensive body of information 
on the economic conditions of different 
castes in the country. Though information 
on caste was collected in the 1951 Census, 
it was not analysed for various reasons and 
the information on caste was not collected 
in the subsequent censuses. The classifi¬ 
cation of OBCs by the Mandal Commis¬ 
sion in 1980 was based on the economic 
conditions of households in the 1931 
Census. The National Family Health 
Survey (NFHS) has provided an opportu¬ 
nity to study the relationship between caste 
and economic condition. NFHS was con¬ 
ducted with the primary objective of 
providing reliable and comparable esti- 


Taiili. IB. Dimkibui'ion oh tloosi iioi ns oh SiMciHii-nCASiis lo .Six'io-Hc onomic IniiicaioR-S 

IN Biiiak ' 


{Prr rrm) 


Caslc/Arca ol 
Rc.siiicncc 

'I'olal 

House hold^ 
(No) 

No 

Adult 

Literate 

Mcnibci 

l.iving 

in 

Kaceha 

House 

Wilhoul 

Bleciricily 

No 

Toilet 

Facilily 

No 

Irrmaled 

Lund 

No Watch, 
Radio, 
Bicycle, 
etc 

All 

Combined 

4748 

36.7 

67 3 

79.7 

78.9 

66.4 

43.6 

Rural 

3b60 

43.4 

78 9 

93 4 

92 2 

61 5 

51.3 

Brahmin* 

Combined 

.316 

5.7 

40 6 

55.7 

49 7 

55 4 

19.0 

Rural 

203 

8.9 

58 9 

82.8 

75.4 

40 4 

28.7 

Kayasiha* 

Combined 

122 

1.6 

8 2 

10 7 

5 7 

85.2 

4.1 

Rural 

14 

14 3 

.<5.7 

64 3 

35 7 

71 4 

14.3 

Rajput* 

Combined 

226 

9.7 

38 1 

59.3 

52 7 

47.8 

17.3 

Rural 

1.S3 

13.3 

51.6 

77 8 

72.5 

35.9 

22.4 

Yadav** 

Combined 

436 

38.1 

68 3 

91 5 

92 7 

42.2 

50 1 

Rural 

m 

40 2 

71.5 

95 7 

97 2 

40.2 

.53.8 

Kumhar** 

Combined 

58 

31.0 

77 6 

93 1 

96 6 

72 4 

44.8 

Rural 

46 

32 6 

80 4 

95 7 

97 8 

73 9 

50.0 

Teli** 

Combined 

98 

26.5 

62 2 

77 6 

84 7 

63.3 

36.7 

Rural 

Chamar*** 

64 

35.9 

76 6 

■lo 9 

96 9 

56 1 

45.3 

Combined 

245 

51.8 

82 4 

92.2 

93 9 

78.8 

61.9 

Rural 

Pasi*** 

206 

53.4 

86 3 

98.1 

98.5 

76.2 

66.3 

Combined 

60 

40.0 

70.0 

80.0 

81.7 

75.0 

44 1 

Rural 

46 

50.0 

82.6 

91.3 

93.5 

71.7 

53 3 

Dhobi*** 

Combined 

39 

41.0 

74.4 

79.5 

84 6 

76.9 

51.3 

Rural 

30 

50.0 

93 .1 

93.7 

96 7 

76.7 

60.0 
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Figure 2: Proportion of ‘Most Poor' in Bihar 



used to study the household-level eco¬ 
nomic conditions: 

(1) Whether there is an adult literate 
person in the household: code 0 if none, 
1 otherwise; 

(2) Whether the house in which they are 
residing, is kutcha: code 0 if yes, 1 other¬ 
wise; 

(3) Whether the house is electrified: 
code 0 if not electrified, 1 otherwise; 

(4) Whether there is a toilet facility, 
owned or shared, for the household: code 
0 if no such facility, I otherwise; 


without irrigated land, and with no mod¬ 
em objects owned, studied separately by 
each variable. The findings for the three 
states can be summarised as follows. 

Uttar Pradesh: For the state as a whole, 
76 per cent of the households have no 
toilet facility, 66 per cent have no elec¬ 
tricity in the households, 52 per cent are 
living in kutcha houses, 44 per cent have 
no irrigated land, 29 per cent with no adult 
literate member and 27 per cent have no 
modem objects, such as watch, bicycle or 
radio. These are miserable conditions 


slighdy better for the OBC and relatively 
better for the forward castes. For example, 
in rural areas, among chamars (SCs), 99 
per cent of the households have no toilet 
facility, compared to 90 per cent among 
brahmins; 89 per cent of chamar house¬ 
holds have no electricity compared to 64 
per cent among brahmins; 73 per cent live 
in kutcha houses compared to 47 per cent 
among brahmins. In other words, the con¬ 
ditions of chamars who have been recipi¬ 
ents of many privileges such as free edu¬ 
cation, housing loans, priority in employ¬ 
ment, etc, for over SO years now do not 
seem to have improved by these privi¬ 
leges. The differentials between the 
chamars and the brahmins are still quite 
wide. Among kumhar castes, which is 
considered an OBC, the conditions of 
households are similar to chamars, 43 per 
cent were without any literate adult mem¬ 
ber, 70 per cent live in kutcha houses, 86 
per cent were without electricity, 95 per 
cent were without toilet facility, 32 per 
cent without irrigated land, 29 per cent had 
no modern objects. Here also special 
privileges for the OBCs do not appear to 
have had any impact on their lifestyles so 
far, though they have had special benefits 


(5) Whether the household possesses 
irrigated land: code 0 if no, 1 otherwise; 
and 

(6) Whether any household member pos¬ 
sesses any of the following objects - a 
watch, a radio, or a bicycle: code () if none. 
1 otherwise. 

For each household in the selected caste 
group, data on six items were compiled 
from the NFHS from the households 
selected. A household economic score was 
computed on the basis of these six items 
in two steps: by scoring as 0 and 1 against 
each item and summing them up. Obvi¬ 
ously, households with a score of zero are 
very poor and have practically no material 
possessions. For the purpose of this analy¬ 
sis, we considered the households with a 
score of 0 and 1 as ‘most poor’, 2 and 
3 as ‘poor’ and 4, 5, 6 as ‘not poor’. The 
economic vonditionsbf households in the 
categories of SC, OBC and other castes 
were studied as defined above. The analysis 
was carried out separately for households 
from the rural areas and combined with 
urban households. The findings are pre¬ 
sented below. 

Ill 

Level of Poverty 

Tables lA, IB, 1C present the percent¬ 
age of households without a single literate 
adult member, resident in kutcha houses, 
without electricity, with no toilet facility. 


indeed but they are far worse for the SC, during the past 20 years. 


Table IC- Di.stribution of Household.s of Sfecified Castes by Socio-Economic Indicators 

IN Tamil Nadu 


(Per cent) 


Caste/Area of 
Residence 

Total 

Households 

(No) 

No 

Adult 

Literate 

Member 

Living 

in 

KaccHb 

House 

Without 

Electricity 

No 

Toilet 

Facility 

No 

Irrigated 

Land 

No Watch, 
Radio, 
Bicycle, 
etc 

All 

Combined 

4287 

20.8 

36.8 

36.2 

70.6 

82.2 

34 3 

Rural 

2838 

27.3 

46.9 

44.9 

91.3 

77.2 

43.7 

Brahmin'* 

Combined 

68 

1.5 

2.9 

2.9 

10.3 

86.8 

1.5 

Rural 

20 

5.0 

10.0 

10.0 

25.0 

75.0 

5.0 

Pillai'* 

Combined 

58 

3.4 

8.6 

8.6 

41.4 

86.2 

17.2 

Rural 

24 

8.3 

20.8 

16.7 

58.3 

70.8 

33.3 

Devangulu*'* 

Combined 

182 

10.4 

11.5 

12.1 

50.5 

91.8 

18.1 

Rural 

87 

17.2 

16.1 

17.2 

83.9 

88.5 

24.1 

Vanniyan** 

Combined 

340 

23.2 

55.3 

36.5 

85.6 

65.6 

39.4 

Rural 

279 

26.2 

61.6 

39.4 

96.1 

62.4 

43.0 

Muppan*'* 

Combined 

60 

33.3 

50.0 

53.3 

93.3 

83.1 

41.7 

Rural 

58 

32.8 

51.7 

55.2 

94.8 

82.5 

43.1 

Padyachr* 

Combined 

too 

29.0 

51.0 

36.0 

90.0 

68.0 

39.0 

Rural 

85 

30.6 

57.6 

38.8 

96.5 

63.5 

42.4 

Kalian*** 

Combined 

90 

12.2 

52.2 

45.6 

87.8 

65.6 

45.6 

Rural 

74 

14.9 

58.1 

48.6 

97.3 

58.1 

50.0 

Parahia*** 

Combined 

607 

36.2 

64.1 

56.0 

84.5 

91.3 

56.5 

Rural 

468 

41.9 

70.1 

59.2 

97.0 

89.7 

62.2 

Pala*** 

Combined 

131 

32.1 

55.7 

65.6 

89.3 

84.7 

55.0 

Rural 

118 

35.6 

58.5 

69.5 

94.9 

85.6 

56.8 
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Fwure 3: Proportion of ‘Most Poor’ in Tamil Nadu 



Table 2A presents the distribution of adult literate member. Tlic conditions in 
households classified as ‘most poor’, Bihar appear to be far worse than in Uttar 
‘poor’ and ‘notpoor’ in terms of the scoring Pradesh. 

procedure defined earlier. According to Differentials among the SCs, OBCs and 
the scoring criteria, about 18 per cent of the forward castes are quite striking as in 

the households can be categorised as most the ca.se of UP. For instance, in the rural 

poor (with a score of 0 or 1 in the 0-6 areas, 99 per cent of the chamar house- 
.scale) and as expected, the percentage is holds have no toilet facility compared to 

higher in the rural areas, 21 per cent. In 73 per cent of rajputs and 75 per cent of 

the rural areas, the percentage in ‘most brahmins. The differentials are more strik- 
poor’ category is 42 among pasis who are ing in terms of literacy: while 53 per cent 
SCs, 22 among kumhars who belong to of the chamar hou.scholds in the rural areas 
OBCs and 7 among brahmins (Figure 1). have no adult literate member in the fam- 
The disparity remains very high between ily. it was 40 per cent for yadavs, who 
the SCs, OBCs and the forward castes belong to OBCs and 9 per cent among 
both in the rural areas as well as rural- 


brahmins. Similar differentials exist with 
regard to each of the six items. 

Table 2B provides the level of poverty 
in Bihar measured as ‘most poor', ‘poor’ 
and ‘not poor' categories for different 
castes as defined earlier. In the state as a 
whole 39.5 per cent of the households 
belong to 'most poor’ category, and as 
expected their percentage was higher in 
the rural areas at 47.1 per cent. The castes 
belonging to the SC category have signi¬ 
ficantly higher proportion in the ‘most 
poor' category compared to the castes in 
OBC category, which, in turn, is higher 
than the proportions for the forward caste 
category. For example: the percentage in 
the ‘most poor' category in the rural areas 
was 67.2 per cent among chamars (SC), 
50 among kumhars (OBC) and 7.1 among 
kayasthas who belong to forward caste 
category (Figure 2). 

As was ob.served in the ca.se of UP, even 
within the category of SCs, there is a 
substantial degree of variation ih the 
proportion considered ‘most poor' among 
different castes. For example, while this 
percentage is 67.2 among chamars, it is 
50 among dhobis. 1'he distribution of the 
three categories, ‘mo.st poor’, ‘poor’ and 
‘not poor’, varied among the castes within 
each category of SC, OBC and others. 
Among OBCs, the percentage in the ‘most 


urban combined population. 

However, an interesting finding from 
these two tables is the existence of strong 
differentials among castes within the SC 
category. For example, the percentage of 
‘most poor’ in the rural areas is 42.1 among 
pasis, 33.2 among chamars, 32.6 among 
dhobis, who all belong to SC category. 
Similarly, among OBCs, there is a varia¬ 
tion in the proportion of ‘most poor’ from 
33.3 to 17.1 among three caste groups 
considered. Thus, it appears that there are 
not only wide variations between the major 
caste groups but also between castes within 
the SCs, OBCs and even forward castes. 
Grouping of SCs into one category for 
the purposes of providing special benefits 
does not appear to be a reasonable and 
logical procedure when there arc strong 
intercaste variations in economic condi¬ 
tions emerging within SCs, OBCs and 
forward castes. 

Bihar: Bihar appears to be the poorest 
of the three states considered. In the 
whole state, 80 per cent of the households 
have no electricity, 79 per cent have no 
toilet facility, 67 per cent live in kutcha 
houses, 66 per cent have no irrigated land 
and 44 per cent have no modem objects, 
such as watch, bicycle or radio, 37 percent 
of the households do not have a single 


Taiill 2A; Lfvli hi Huvi riy iiv Castb in Uttar Pkadlsii 

{l•er rent) 


Caslp/Area of 
Residence 


Number 
of Cases 

Most Poor 
(Score = 0, 1) 

Poor 

(Score = 2. 3) 

Nol Poor 
(Score = 4, 5, 6) 

All 

Combined 


10110 

17 8 

42 7 

.39.5 

Rural 


779.“) 

21.2 

50 8 

28.0 

Brahmin* 

Combined 


1255 

5 2 

35.3 

59.5 

Rural 


946 

6.8 

45.5 

47.7 

Kayaslha* 

Combined 


189 

14 4 

27.8 

57.8 

Rural 


65 

18.5 

55.4 

26.2 

Rajput* 

Combined 


738 

n.6 

45.9 

40.5 

Rural 


616 

l.■)7 

52.7 

31.6 

Kumhar** 

Combined 


188 

23.5 

50.8 

25.7 

Rural 


150 

21.8 

57.1 

21.1 

Teli** 

Combined 


68 

.30 9 

51.5 

17.6 

Rural 


60 

3.1.3 

51 7 

15.0 

Kurmi** 

Combined 


52 

15.4 

40.4 

44.2 

Rural 


41 

17 : 

46.3 

36.6 

Chamar*** 

Combined 


1316 

31 3 

51.3 

17.4 

Rural 

Pasi*** 


1193 

33.2 

53 1 

13.1 

Combined 


125 

39.5 

50.0 

10.5 

Rural 


108 

42 1 

53.3 

4.7 

Dhobi*** 

Combined 


156 

28,8 

46.8 

24.4 

Rural 


132 

32.6 

50.8 

16.7 
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Table 2B; Level of Poverty by Caste in Bihar 


poor' category was 50 among kumhars 
compared to 37.S among teli. Even in the 
forward category in the rural areas, the 
percentage of ‘most poor’ was 15.1 among 
rajputs compared to 7.1 among kayasthas. 

Tamil Nadu: In the slate as a whole, 82 
per cent of the households have no irri¬ 
gated land, 71 per cent have no toilet 
facility, 36 percent have no electricity, 37 
per cent live in kutcha houses, 34 per cent 
have no modern objects (watch, bicycle 
or radio) and 21 per cent of households 
have no adult literate member. As ex¬ 
pected, conditions are worse in the rural 
areas. Tamil Nadu has a long history of 
social welfare and development 
programmes aimed at abolition of differ¬ 
entials by castes. Such programmes go 
buck to 1920s, more than two decades 
before independence. However, data from 
Tables 1C, 2C reveal that there still exist 
sizeable economic differentials between 
castes. This is a major surprising Finding 
from the study. Forexampic, in rural areas, 
among parahius, 97 per cent of the house¬ 
holds have no toilet facility compared to 
25 per cent among brahmins; 58 per cent 
live in kutcha houses compared to 10 per 
cent among brahmins; 62 per cent of the 
households have no modern objects 
(watch, bicycle or radio) compared to 5 
per cent among brahmins, and 42 per cent 
of the hou.sehoids have no single adult 
literate member compared to only 5 per 
cent among brahmins. These large differ¬ 
entials in economic conditions between 
the parahius and the brahmins, in spile of 
more than 75 years of efforts of different 
political parties and bureaucracy to bridge 
this gap, are surprising and disappointing. 
The policies aimed at narrowing intercaste 
differentials in the state do not seem to 
have yielded the desired results. 

Table 2C provides the level of poverty 
in Tamil Nadu among different caste 
groups. There are strong differentials in 
the proportion considered ‘most ptwir' 
between the SCs, OBCs and the forward 
castes. Surprisingly, the differentials ap¬ 
pear to be larger in Tamil Nadu than in 
UP and Bihar which did not have similar 
long-standing programmes to reduce eco¬ 
nomic differentials among caste groups. 
For example, in the rural areas, 47.4 per 
cent of the pariahs arc in the ‘most poor' 
category compared to 0 per cent among 
brahmins and 4.2 per cent among pillais, 
both of which belong to forward caste 
category. An interesting finding is that 
even among the various castes within the 
SC category, there are very wide differ¬ 
entials. For example, while 47.5 per cent 
of pallas in rural areas (SC category ) are 
found to be ‘most poor’, only 24.3 percent 


(Per cent) 


Caste/Area of 
Residence 

Number 
of Cases 

Most Poor 
(.Score = 0,1) 

Poor 

(Score = 2. 3) 

Not Poor 
(Score = 4, 5, 6) 

All 

Combined 

4748 

39.5 

.35.1 

25.3 

Rural 

.1660 

47.1 

39.8 

86.9 

Brahmin* 

Combined 

316 

8.9 

32.8 

58.3 

Rural 

203 

13.4 

50.2 

36.3 

Kayastha* 

Combined 

122 

2.5 

4.9 

92.6 

Rural 

14 

7.1 

42.9 

50.0 

Rajput* 

Combined 

226 

10.7 

27.1 

62.2 

Rural 

153 

15.1 

36.2 

48.7 

Yadav** 

Combined 

436 

35.6 

46.7 

17.7 

Rural 

393 

37.8 

48.2 

14.0 

Kumhar** 

Combined 

58 

46.6 

43.1 

10.3 

Rural 

46 

50.0 

43.5 

6.5 

Teli** 

Combined 

98 

.30.6 

43.9 

25.5 

Rural 

64 

37.5 

5.3.1 

9.4 

Chamar*** 

Combined 

245 

62.1 

29.6 

8.2 

Rural 

206 

67.2 

28.4 

4.4 

Pasi*** 

Combined 

60 

45.8 

35.6 

18.6 

Rural 

46 

55.6 

.37.8 

67 

Dhobi*** 

Combined 

39 

38.5 

46.2 

15.4 

Rural 

30 

50.0 

46.7 

3.3 



Table 2C; Lfvei. oe Poveri y by Caste in Tamil Naou 

(Per cent) 

Ca.ste/Area of 

Number 

Mn.st^oor 

Poor 

Not Poor 

Residence 

of (;ascs 

(Score = 0, 1) 

(Score = 2, 3) 

(Score = 4, 5, 6) 

All 

Combined 

4287 

20.0 

31.4 

48.6 

Riirul 

2838 

26.9 

38.4 

34.7 

Bruliniin* 

Combined 

68 

- 

4.4 

95.6 

Rural 

20 

- 

15.0 

85 0 

Pillai* 

Combined 

58 

1.7 

15.5 

82.8 

Rural 

24 

4.2 

25.0 

70.8 

Devangulu* 

Combined 

182 

4.9 

19.8 

75.3 

Rural 

87 

9.2 

28.7 

62.1 

Vanniyan** 

Combined 

340 

20.6 

40.0 

.39 4 

Rural 

279 

22.9 

44.1 

33.0 

Muppan** 

Combined 

60 

30 5 

40.7 

28.8 

Rural 

58 

31.6 

40.4 

28.1 

Padyachi* 

Combined 

100 

23.0 

39.0 

38.0 

Rural 

85 

24.7 

41.2 

34.1 

Kalian*** 

Combined 

90* 

21.1 

41.1 

37 8 

Rural 

74 

24.3 

43.2 

32.4 

Parahia*** 

Combined 

607 

40.7 

39.4 

19.9 

Rural 

468 

47.4 

40.4 

12.2 

Pala*** 

Combined 

131 

43.5 

30.5 

26.0 

Rural 

118 

47.5 

30.5 

22.0 
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of kalians (also SC category) are in the 
most poor category (Figure 3), Similarly, 
there are significant differentials among 
ihedifFerent castes within OBCs and within 
the forward castes category. 

IV 

Caste and Poverty 

There still exist sizeable differentials in 
the economic conditions of households 
categorised in terms of their social back¬ 
wardness as SCs and OBCs and forward 
castes. These differentials are observed in 
all the three states considered in the study 
- UP, Bihar and Tamil Nadu. 

Among these three states, Tamil Nadu 
has a long history of Dravidian move¬ 
ments to abolish the caste differentials 
encouraging intercaste marriage, anti- 
brahminism and providing assistance to 
SCs and OBCs. However, the assistance 
has not narrowed the differentials in the 
economic conditions between the caste 
groups in the state. 

There exist wide differentials in the 
proportions of ‘most poor’ and ‘poor’ 
hoaseliolds between different castes within 
each category, SC.OBC and forward castes 
considered separately. 


The time has come to reconsider the 
continuation of the special privileges in 
terms of, admission to schools, employ¬ 
ment, targeted food subsidy, etc. on the 
basis of caste criterion alone. It seems more 
appropriate to target these benefits and 
incentives on the basis of criteriaof poverty. 
For example, the households which are 
considered ‘mostpot>r’ inourclassification 
system, with score of 0 or 1 in a 0-6 
scale taking into account conditions of 
literacy, type of house, source of energy 
used in the house, toilet facility, posses¬ 
sion of land, and modem objects deserve 
to be given special attention in order to 
pull them out of abject poverty. This 
seems to be a valid and useful approach 
to share the benefits of development 
directly with the poor. Combining up of 
caste considerations with economic 
criteria for targeting the poor, does not 
seem to have worked during the past five 
decades in terms of tangible improvements 
in the economic conditions of the various 
caste groups. 

In the present context of liberalisation 
of the economy and provision of .social 
welfare benefits to the poorunderihe com¬ 
mon minimum programme, it is necessary 


to identify the most poor groups in the 
country especially in the rural areas and 
offer special benefits to them tobring them 
out of their state of abject poverty. This 
should be done irrespective of caste con¬ 
siderations such as ,SC, OBC and forward 
caste. Reports from earlier studies have 
revealed that the benefits given to a parti¬ 
cular caste group may be totally aKsorbed 
by a ‘creamy layer’ and may not filter down 
to all the needy people within the caste. 

Admittedly, the data u.sed in this study 
were not compiled for the type of analysis 
presented above, but our findings high¬ 
light the point that economic criteria should 
fomi the basis of any welfare programmes 
including poverty alleviation programmes. 
The benefits of such programmes may not 
reach very needy people if they are tar¬ 
geted on the basis ofeaste considerations. 

The generalisation is ba.sed on a limited 
number of households and selected caste.s 
in the sample. We have used the data to 
study mainly the differentials between 
different subcastes in the major caste 
category and between major castes groups. 
There is a need for conducting special 
studies on the interrelationship between 
caste and economic status. 
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5. Capacity Building of Panchayati Raj Institutions in Rural Development. 

The proposals should indicate the objectives, methodology and scope of the 
paper and the total budget. The assignment shall be completed within six 
months from the date of its acceptance, against suitable honorarium upto 
Rs. 45,000 subject to the usual terms and conditions. The proposals may 
be addressed preferably within a month to the Chief General Manager, 
Department of Economic Analysis and Research, NABARD, Jeevan Seva 
Complex (Annexe), 3rd Floor, P.B. No. 16926, S. V. Road, Santacruz (W), 
Mumbai - 400 054. 
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Gender Preference Contraceptive Prevalence 

Evidence of Regional Variations 

PMKuIkami 

In India there are marked state and regional variations in gender preference. Its effect on contraceptive 
prevalence is far more complex than has been understood. Regions of strong gender preference do not. 
necessarily show an adverse impact on contraceptive prevalence. What are the reasons for the lack of an 
expected concordance at the various levels of gender preference? 


PREFERENCE for children of a particu¬ 
lar sex is known to be quite strong in 
several countries, including India. In many 
societies, there is a preference for sons 
over daughters and hence son preference 
has been discussed frequently in the lit¬ 
erature. But preference for daughters or 
for a particular sex composition of chil¬ 
dren has also been observed and hence one 
could examine gender preference as such. 
When efficient fertility regulation mea¬ 
sures are available, such preference can 
influence fertility appreciably. The quan¬ 
tum of such impact depends on the nature 
and degree of gender preference and the 
extent to which such preference is trans¬ 
lated into effective contraceptive use. It 
must be noted that gender preference is 
primarily attitudinal and would be ex¬ 
pressed as a desire for a particular sex 
composition of children, or as the desire 
for a minimum number of children of a 
particular .sex, or as the desire for the next 
child to be of a particular sex. Such a 
preference could be fitted into the total 
desired family size or the preference could 
itself dictate the total size. The preference 
could be translated into practice by decid¬ 
ing to continue childbearing until the 
desired number of children of a particular 
sex are bom (and are surviving) and to stop 
once the desired number is achieved, 
provided, of course, that fertility regula¬ 
tion is feasible and acceptable. It is also 
possible that some couples stop 
childbearing to avoid a less preferred sex 
composition even when the desired com¬ 
position has not been achieved. There are’ 
more serious implications of gender pre¬ 
ference. Gender discrimination in child 
care (especially the neglect of the girl 
child) can influence child survival; female 
infanticide is an extreme form of such 
discrimination. Sex selective abortions can 
influence both fertility and sex ratios. But 
this is possible if the technology of sex 
detection is accessible and abortions on 
such grounds are permissible or possible/ 
available. In the present paper, we con¬ 
centrate only on the impact of gender 


preference on contraceptive practice and 
through it on fertility. 

A number of studies have examined the 
fertility impact of gender preference in 
India. Some of the early investigations 
found the impact to be quite small (Repetto 
1972; Sarma and Jain 1974J. A few later 
studies, however, found the impact to be 
significant. Das(1987) analysed parity 
progression ratios (PPRs) from the data 
in a survey that covered parts of Gujarat 
and observed that the ratios at a given 
parity do vai 7 considerably with the sex 
composition of living children. An exami¬ 
nation of contraceptive practice also 
yielded a similar picture. Couples with a 
large number of sons or with a balanced 
sex composition tended to have lower 
PPRs and higher contraceptive prevalence 
than couples with a small numterof sons. 
The effect was stronger in rural areas than 
in urban. Rajaretnam and Deshpande 
(1994) used the Arnold method to assess 
the impact of gender preference on con¬ 
traceptive practice in a few districts of 
Karnataka and found that the impact was 
substantial. 

Given the diversity within India, both 
gender preference and its fertility impli¬ 
cations are likely to vary across the coun¬ 
try. The National Family Health Survey 
(NFHS) carried out during 1992-93 in¬ 
cluded questions on preference for the sex 
of children as well as on contraceptive 
practice and fertility. The tables provided 
in the NFHS state reports and the com¬ 
puterised data sets available to researchers 
make it possible to obtain indicators of 
gender preference and its contraceptive 
impact and fertility consequences for vari¬ 
ous states. 

The National Family Health Survey was 
carried out in 25 states of India as a series 
of state level sample surveys; with a 
common .schedule except for minor modi¬ 
fications ior individual states. A total of 
88,562 households were covered and 
89,777 married women of reproductive 
age were interviewed. The sample size in 
each state exceeded 2.7(X), except for the 


six states in the north-eastern region in 
which the sample size was about 1,000 
[for details, see IIPS 1995]. 

This paper first examines the indicators 
of gender preference from the NFHS 
tabulations for states in India. Ail the 
states except the six north,eastem states 
in which the sample sizes were small and 
Jammu and Kashmir, which was not fully 
covered in the survey, are included in the 
analysis. This discu.ssion is followed by. 
an assessment of the degree to which such 
preference influences contraceptive 
practice. The fertility implications of the 
elimination of gender preference are also 
discussed. 

Gender Preference 

Gender preference can be expressed in 
various ways; to obtain a good summary 
measure can become difficult. The most 
appealing way to measure the preference 
through the Coombs methodology which 
obtains a preference ordering of various 
sex compositions [Coombs et al 1975]. In 
practice, however, there are difficulties 
since the procedure involves a series of 
hypothetical questions, which are difficult 
to ask in a large survey. Therefore, most 
major surveys, including the NFHS, did 
not include Coombs type of questions. 
One can only obtain less sophisticated 
indicators based on the available informa¬ 
tion. 

There were two questions on gender 
preference in the NFHS: Q 504 aoout the 
preferred sex of the next child and Q 517 
about the preferred sex composition of the 
number of children desired in whole life. 
Q 504 reads; “Would you prefer your next 
child to be a boy or a girl or it doesn't 
matter?”. It was asked only to those cur¬ 
rently married women who had expressed 
a desire to have another child. Those who 
responded; a 'boy* or a ‘girl* in response 
could be considered to be having a speci¬ 
fic gender preference. Lahiri (1975,1977) 
has called such a preference as ‘sex cogni¬ 
sance’ or ‘sex consciousness’. An index 
on this can be constructed at the aggregate 
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level as ‘the number of women who have 
specified a particular sex as preferred as 
per cent of ail women who were asked the 
question’ and is denoted here as I,. In the 
survey, many responded that the sex of the 
child is ‘up to God*. Such a response 
would normally be taken to indicate a lack 
of specific preference. However, since the 
question provided a clear alternative, ‘it 
does not matter’, such an interpretation 
would not be correct. Therefore, the per 
cent specifying a particular sex was re¬ 
computed after excluding the ‘up to God’ 
responses from the denominator and de¬ 
noted as I| *. The percentage distributions 
of responses to Q 504 for the 17 stales 
are given in Table 1, and the indices I, 
and Ii* in Table 2. 

Q 517 reads as “How many of those (the 
desired number of) children would you 
like to be boys and how many girls?” and 
was asked to those ever married women 
who had given a numerical response to a 
previous question on the number of chil¬ 
dren desired in whole life. The responses 
are listed as ‘boys’, ‘girls’, ‘either’. The 
sum of the means of desired number of 
boys and girls as a percentage of the mean 
of the total desired number of children 
gives an indicator of gender preference, 
labelled as Ij. The means are given in 
Table 1 and the indicator Ij in Table 2 

The indices used arc admittedly crude. 
However, together, they do give an idea 
of the level of gender preference. The 
relative level can be seen from the ranks 
given in Table 2. Clearly, there is a broad 
regional pattern. Sex preference is quite 
high in the north-central and eastern states 
- Rajasthan, Uttar Pradesh, Madhya 
Prade-sh, Assam, West Bengal, Orissa, 
Bihar, as well as in Punjab, moderate in 
the western-northern states (except 
Rajasthan)- Karnataka, Himachal Pradesh, 
Haryana, Gujarat and Maharashtra, and 
low in the southerr .states - Kerala, Tamil 
Nadu, Andhra Pradesh, as well as in Goa 
and Delhi. 

Though the indicators relate to gender 
preference and combine preferences for 
male as well as female children, it is clear 
from Table 1 that the inter-state differen¬ 
tials are primarily a result of differentials 
in son preference. In the southern states, 
there is less asymmetry in gender prefer¬ 
ence (the preference for a male child is 
less than three times that for a female) as 
compared to many of the northern-central 
states in which the corresponding ratio is 
over five. The ratios of the ideal number 
of male children to the ideal number of 
female children are also lower in the 
southern states. Clearly, though parents 
value sons much more than daughters in 


all the states, the tendency is less strong woman maintains frequent contact with 
in the .southern region. The prevalence of her natal home in the southern region 
consanguinity and the fact that a married [Karve 1968; Dyson and Moore 19831 

Table 1- Responses to QuE.<moNs on Genofr PREi-'ERENrE, NFHS 

Prefened Sex of the Next Child • Mean Ideal Number of 




( Percentage Distribution) 


Children 


State 

Male 

Female 

Does not 

Up to 

Sous 

Daughters 

Does Not 

Total 




Matter 

Cud 



Matter 



(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

AP 

39.3 

12.3 

43.4 

5.0 

1.4 

1.0 

0.4 

2.7 

A.s.sam 

57.0 

15.2 

18.5 

9.2 

1.7 

1.3 

0.2 

3.2 

Bihar 

47.5 

6.1 

19.0 

27 4 

2.0 

1.2 

0.2 

3.4 

Delhi 

33.4 

9.8 

39.9 

16.9 

1.2 

0.9 

0.5 

2.5 

Goa 

30.8 

15.5 

49.3 

4.4 

1.3 

1.0 

0.4 

2.7 

Gujarat 

48.9 

7.2 

23 5 

20.4 

1.4 

0.8 

0.4 

2.6 

Haryana 

50.8 

5.3 

36.0 

7.9 

1.4 

0.9 

0 3 

2.6 

HP 

53.9 

5.3 

28.5 

12.3 

1.3 

0.8 

0.3 

2.9 

Karnataka 

43 6 

15.6 

32.3 

8.4 

1.3 

1.0 

0.3 

2,5 

Kerala 

34 3 

20.9 

.39.7 

5.0 

l.l 

0.9 

0.7 

2.6 

MP 

54.9 

10.8 

IS.I 

19.2 

1.8 

1.2 

0.1 

.3.1 

Maharashtra 

43 9 

10.5 

35.4 

10 1 

1.3 

0,9 

0.3 

2.5 

Orissa 

52 6 

9.9 

31 2 

6.3 

1.7 

1.2 

0.1 

30 

Punjab 

58.9 

5.6 

23,0 

12.4 

1.5 

0.9 

0.2 

26 

Rajasthan 

65 9 

7.7 

13.5 

12.9 

1.9 

l.l 

0.0 

3(1 

Tamil Nadu 

29.3 

16.8 

44 7 

9.2 

0,9 

0 7 

0.5 

2 1 

UP 

51.4 

10.3 

13.9 

24.4 

2,0 

1.2 

0.1 

3.4 

West Bengal 

53.9 

16.9 

19.9 

9.3 

1.4 

1.0 

0.2 

2.6 

India 

48 6 

11.0 

24.3 

I6.I 

1.6 

l.l 

0.2 

2.9 


* Expressed by (hose who desired an additional child or who were pregnant. 

Note: The percentages in a row may not add up to 100.0 or the means may not add up to total due 
to rounding 

Source. Tables no 7.1 and 7.7 of the NFH.S reports for various states., 


Table 2: Indicators w Gender PREitRi nce Ohiained erom NFHS Que.stions 


State 

«i 

1 

I,* 


1 

'2 

Value 

Rank 

Value 

Rank 

Value 

Rank 

Andhra Pradesh 

51.6 

15 

54.3 

15 

85.7 

13 

A.ssam 

72 2 

2 

79.6 

4 

93 8 

6 

Bihar 

53.6 

14 

7.3.8 

6 

94.1 

5 

Delhi 

43.2 

18 

52 0 

16 

80.8 

16 

Goa 

46.3 

16 

48.4 

18 

85.2 

14 

Gujarat 

56 1 

10.5 

70.5 

8 

84.6 

15 

Haryana 

56 1 

iO.5 

60.9 

12 

88.5 

9.5 

Himachal Pradesh 

59.2 

8.5 

67 5 

9 

87.5 

12 

Karnataka 

59.2 

8.5 

64.7 

II 

88.5 

9.5 

Kerala 

55.2 

12 

58 2 

14 

74.1 

18 

Madhya Pradesh 

65.7 

4 

81 3 

3 

96 8 

3 

Maharashtra 

54.4 

13 

()0.6 

13 

88.0 

11 

Ori.ssa 

62.5 

6 

66.7 

10 

96.7 

4 

Punjab 

64.5 

5 

73.7 

7 

92.3 

7.5 

Rajasthan 

73.6 

1 

84,5 

1 

100.0 

I 

Tamil Nadu 

46.1 

17 

50.8 

17 

76.2 

17 

Uttar Pradesh 

61.7 

7 

81.6 

2 

97.0 

2 

West Bengal 

70.8 

3 

78.1 

5 

92.3 

7.5 

India 

59.6 


71 0 


93.1 



Notes: The indices I,, I,* and Ij are computed from Table 1 as given below; 
I, = Percentage who prefer the next child to be of a specific sex. 

= Col (1) +Col (2) of Tabic I ; 


I,* = Percentage who prefer the next child to be of speciftc sex. after excluding ‘up to God’ 
response from the denominator. 

= 100 X (Col (1) + Col (2)1/ (Col (I) + Col (2) + Col (3)1; 

I 2 = (Mean Ideal no of Sons + Mean Ideal no of Daughters) as a percentage of Mean Ideal 
Family Size. 

* 100 X ( Col (5) + Col (6) ] / Col (8). 
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perhaps contributes to the relatively high 
value attached to daughters in the south 
than in the north. 

Impact on Contraceptivh Prevalence 

The impact of gender preference on 
fertility has conventionally been exam¬ 
ined with the help of parity progression 
ratios(PPRs). A comparison of the PPRs 
at different sex compositions gives an 
indication of the impact of preference. 
However, the PPRs are influenced by past 
fertility and their analysis may not give a 
good idea of the impact in a population 
in which fertility regulation is relatively 
recent and desired family size has been 
changing in the recent pa.st (for a discus¬ 
sion, see McClelland 1979; Arnold 1985|. 
McClelland (1979) considered a conjoint 
dominance procedure as well as a stop¬ 
ping rule measure that would not have 
some of the problems of the PPR analysis. 
But his procedures require data on the 
Coombs kind of preference ordering which 
are rarely available in surveys. On the 
other hand, a method proposed by Arnold 
(1985) provides a simple way to assess the 
fertility impact of gender preference from 
data that are commonly available. It in¬ 
volves computing an ‘expected’ contra¬ 
ceptive prevalence rate in the ab.sencc of 
gender preference. It is done by simply 
a.ssuming that all couples with a given 
number of living children would have the 
contraceptive prevalence rate which is the 
highest for any sex composition with the 
same number of living children. In other 
words, it is assumed that one of the sex 
compositions is the most desired and hence 
has the highest prevalence level and in the 
absence of gender preference all couples 
with the same number of living children 
would have the .same prevalence level. 
Criteria other than contraceptive preva¬ 
lence can also be used in the same manner. 
Though the Arnold method has .some 
shortcomings pointed out by Bairagi 
(1987), especially if there is heterogeneity 
in preference, the effect of such a hetero¬ 
geneity would be quite small in practice 
[Arnold 1987). Hence, it was decided 
to use the Arnold approach in the prc.scnt 
paper. 

The NFHS has provided tabulations of 
contraceptive prevalence by sex compo¬ 
sition of living children. 1-rom these, the 
expected prevalence rate (in the absence 
of gender preference) can be easily com¬ 
puted. The NFHS tables aic available for 
0, 1.2, -I, and 4 or more living children. 
The tables also give method-specific preva¬ 
lence rates. For most methods except 
sterilisation, the prevalence level is quite 
low. Besides, the interest is not in the 


prevalence of a particular method. Hence, 
only the prevalence of any modem method 
and the prevalence of sterilisation (either 
male or female) are used in computations. 
The actual and expected prevalence levels 
arc given in Table 3 for each of the states. 
The difference indicates the depressing 
impact of gender preference on contracep¬ 
tive prevalence. 

At the all-India level, 36.3 per cent of 
couples of reproductive age were using a 
modem contraceptive. But had there been 
no gender preference, the use would have 
been higher by 4.7 points, at 41.0 per cent. 
There are large inter-state differences in 
the impact of gender preference. The 
contraceptive prevalence in the western- 
northern states, Gujarat,Himachal Pradesh, 
Haryana and Maharashtra, is severely 
deprc.s.scd, by 8-10 points, but the effect 
is minuscule in the southern states - Andhra 
Pradesh, Kerala, Tamil Nadu, as well as 
in Delhi, Assam, Uttar Pradesh, and Goa 
(2-4 points). Since modem contraceptive 
u.se in India is dominated by sterilisation, 
the impact on per cent sterilised is fairly 
close to that on the u.se of modern 
methods. 

As noted in the introduction, some 
as.sessmcnts of the impact of gender pref¬ 
erence have been made earlier. Sarma and 
Jain (1974) analysed the data from a 
national survey conducted in 1970 by the 
Operations Research Group and exam¬ 
ined gender preference and contraceptive 
practice. Though the Arnold approach was 
not used (the Sarma-Jain paper precedes 
the development of the Arnold method). 


it is possible to compute the Arnold 
measure from the tabulations in Table 7 
of the Sarma-Jain paper. According to the 
survey, 12.2 per cent of the women were 
using some contraceptive, whereas, in the 
absence of gender preference, 15.4 would 
have used it. The effect is thus only 3.2 
points. Note that the overall contraceptive 
use was small at the time. 

For Gujarat. Das (1987) used PPRs for 
the assessment of the impact; but it is 
possible to compute the expected contra¬ 
ceptive prevalence level from a table 
provided in Das’ paper (Table 3, p 524). 
The computations show that for southern 
Gujarat, the contraceptive prevalence rate 
would have been 72 per cent in the ab¬ 
sence of gender preference against the 
actual rate of 61.9 per cent; thus the impact 
of gender preference was very high, 10.1 
points. In Baroda city, the impact was 
moderately high, 7.2 points. These esti¬ 
mates are quite close to those from the 
NFHS for Gujarat (9.5 points) though Das’ 
study refers to a date around 1980 whereas 
the NFHS refers to 1992. 

In Karnataka, Rajaretnam and 
Deshpande( 1994) found the impact of 
genderprefcrence on contraceptive preva¬ 
lence (computed using the Arnold method) 
to be 7.6 points in a district in the western 
part of the state, and 9.6 points in northern 
districts. The estimate ba.sed on the NFHS 
for Karnataka is much smaller, around 5 
points. There is a large degree of hetero- 
.^eneity within Karnataka. The northern 
districts, closer to Maharashtra, appear to 
be substantially affected by gender pref- 


Table 3: Arri'Ai. and Exbectfd Coneraccptive Prevalence Ratds 


State 

Anv Mtidern Contraceptive 


.Sterilisation 


Actual 

Expected 

Difference 

Actual 

Expected 

Difference 

AP 


49.0 

2.5 

44.7 

47.1 

2.4 

Assam 

19.8 

22 8 

3.0 

14.4 

17.5 

3.1 

Bihar 

21.6 

26.7 

5.1 

18 6 

23.4 

4.8 

Delhi 

54.6 

57.4 

2.8 

23.2 

27.6 

44 

Goa 

37.9 

41 9 

4.0 

30.5 

35.1 

4.6 

Gujarat 

46.9 

56.4 

9.5 

41.0 

51.2 

10.2 

Haryana 

44.3 

52.7 

8.4 

34.7 

45.9 

11.2 

HP 

54.4 

62.9 

8.5 

45.8 

57.9 

10.1 

Karnataka 

47.3 

52.0 

4.7 

42.5 

47.7 

5.2 

Kerala 

.54.4 

57.6 

3.2 

48.3 

.52.1 

3.8 

MP 

35.5 

42.4 

6.9 

31.5 

39.0 

7.5 

Maharas: tra 

52.5 

60 7 

8.2 

46.2 

55.4 

9.2 

Orissa 

34.6 

39.9 

5.3 

31.6 

36.8 

5.2 

Punjab 

51.3 

59.1 

7.8 

34.0 

44.9 

10.9 

Rajasthan 

30.9 

36.6 

5.7 

27.7 

34.0 

6.3 

Tamil Nadu 

45.2 

48.5 

3.3 

39.5 

42.9 

3.4 

UP 

18.5 

22.2 

3.7 

13.1 

17.0 

3.9 

West Bengal 

37.3 

44.2 

6.9 

30.6 

37.2 

6.6 

India 

36.3 

41.0 

4.7 

30.7 

35.7 

5.0 


Soles: Actual: As reported in the NFHS, tor 1992-93; from the NFHS reports for various states. 
Expected: Expected rate in the absence of gender preference, computed using the Arnold 
method (Arnold I98S] from Table No 6.5 of the NFHS reports for various states. 
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■ence as Maharashtra is. It is likely that 
le impact of 5 points for Karnataka is an 
/erage of high values in the northern 
gion and low values in the southern 
gion (closer to Tamil Nadu); a di.saggrc- 
ited analysis of the NFHS data may 
-ovide a clarification. 

Fertiuty Impact 

The results presented above refer to 
mtraceptive prevalence rather than fer¬ 
ity per se. But the impact on contracep- 
^e prevalence can be translated into 
rtility impact via the Bongaarts proxi- 
ate determinants framework. The C term 
the Bongaarts model, the index of non- 
>ntraception, is given by (1 -• 1.08 u e) 
here u is the contraceptive prevalence 
te and c is the contraceptive cffective- 
;ss rate. In order to ^e the impact of the 
irnination of gender preference, the C^. 
ilue can be recomputed using the ex- 
:ctcd prevalence rate (given in Table 3). 
he expected TFR value can then be 
imputed from the actual TFR and the 
tio of the actual and expected values 
(for details, sec Kajaretnam and 
Deshpande, 1994). .Since contraceptive 
use in India is dominated by sterilisation, 
e would be only slightly less than 1, and 
a value of 0.96 has been assumed here. 
The results are given in Table 4. 

The elimination of gender pitefercncc 
would reduce the TFR for India from 3.39 
to 3.13, a decline of 8 pet cent. For states 
like Himachal Pradesh, Maharashtra. 
Ciujarat and Punjab, the decline would be 
large, over 15 per cent. However, m the 
case of low fertility states like Kerala, 
Goa, Andhra Pradesh and Tamil Nadu, the 
decline would be only marginal. As a 
result, the elimination of gender prefer¬ 
ence would bring fertility in Maharashtra, 
Himachal Pradesh, Gujarat and Punjab in 
line with a level comparable to Tamil 
Nadu-Andhra Pradesh and be nearreplacc- 
ment. On the other hand, in high fertility 
states like Uttar Pradesh, Bihar, Assam, 
and Rajasthan, there would not be much 
fertility decline even if gender preference 
is eliminated. 

A recent paper by Muthurayappa et al 
(1997) has examined the 'ertility impact 
of son preference on the basisof an analysis 
of the PPRs; the results are quite close to 
those obtained here using the Arnold 
approach. 

Discussion 

The existence of a strong gender pref¬ 
erence in India has been well known. The 
NFHS data show that though such a pref¬ 
erence is observed in all the states, there 
are notable inter-state variations in its 


degree. Further, gender preference has 
adversely affected contraceptive preva¬ 
lence in ail the states though this influence 
(and the consequent effect on fertility) 
al.so varies across the states. One would 
expect a close correspondence between 
the degree of gender preference and the 
fertility impact of such preference. The 
results in the paper show that this is true 
at one end of the spectmm; wherever gender 
preference is mild, as in Kerala, Tamil 
Nadu. Delhi, Goa, and Andhra Pradesh, 
the contraceptive prevalence is not much 
depressed and the fertility impact is very 
small. I lowever. in some of the .states with 
a strong gender preference, for example 
Uttar Pradesh and Assam, the impact on 
contraceptive prevalence is quite small. 
And in Rajasthan, Bihar, and Madhya 
Pradesh, the contraceptive (and fertility) 
impact is not so low, yet it is not com¬ 
mensurate with the extremely strong gen¬ 
der preference. On the other hand, in states 
like Maharashtra, Gujarat, Haryana and 
Himachal Pradesh, a moderate gender 
preference also appears to make a large 
impact on contraceptive prevalence and 
consequently on fertility. What are the 
rca.sons for the lack of an expected con¬ 
cordance at moderate and high levels of 
gender preference? 

As long us the family size is hign, must 
couples would have the minimum desired 
number of chddrcn of a sex as well. From 
simple calculations, it cun be seen that for 
a couple with four children, the probabil¬ 


ity of having at least one son is 15/16, and 
of at least one son and at least one daughter 
14/16. As a result, there would be little 

Ta»u' 5' Actual anii Ksp»:rn;i) Pe*cr>fTAai'.s 
.Noi DeSIKINCi AN\ MoRI' c'HIlDRkN 


Per Cent Not Desiring 
Any More C'hiMren 


State 

Actual 

Expected f)irrcn:ncc 

AP 

58,3 

60.6 

2.3 

Assam 

63.8 

68.7 

4.9 

Bihar 

43.4 

.50.1 

6.7 

Delhi 

68.7 

73.2 

4.5 

Goa 

63.8 

67.1 

3.3 

Gujarat 

61 6 

69.1 

7.5 

Haryana 

64.7 

72.0 

7.3 

11 P 

73 6 

79,8 

6.2 

Karnataka 

63 0 

66 9 

3.9 

Kerala 

67 6 

70.0 

2.4 

M P 

51.6 

57.9 

6.3 

Maharashtra 

66.5 

71.5 

5.0 

Uri.ssa 

58 9 

65.2 

6.3 

Punjab 

71.8 

78.0 

6.2 

Rajasthan 

51.9 

57.6 

5.7 

Tumil Nadu 

66 6 

69.0 

2.4 

UP 

46 1 

52.3 

6 2 

West Bengal 

63.7 

67.8 

4.1 


Noiry AcTual. Per cent of currently inuri icd 
wonu-ii not desiring any more 
chililten, as reported in the 
NI-II.S, lor IV92-9.1;computed 
from the NI-'ILS data tufics for 
various stales. 

Hxpecled' Uxpeelcd percentage in the 
absence ol gcndci prcicrenee, 
coinpiilcd using the Arnold 
method |Arnold 1985) from 
the NFli.S data tapes for 
various Males 


Tabu 4: Aitual and Exi'inui TorAi. rmiii nv Rails 


Slate 

'Io>ul Fertility Rale 

Actual lixpeelcd in the 

(NFHS) Absence ol 

1989-92 Gender I’refereiice 

Pei Cent Decline 
in TF'K if Gender 
Preference is 
Hlinunatcd 

AP 

2..59 

2.46 

5.0 

Assam 

3 53 

3..39 

4.0 

Bihar 

4.00 

3 73 

6.8 

Delhi 

3.02 

2.82 

(i.6 

Goa 

1.90 

1 77 

6.8 

Gujarat 

2.99 

2-12 

19.1 

Haryana 

3.99 

3.35 

16.0 

HP 

2.97 

2.37 

20.2 

Karnataka 

2.85 

2.58 

9.5 

Kerala 

2.00 

1 85 

7.5 

MP 

3 91) 

3 46 

11.3 

Maharashtra 

2.86 

2.33 

18,5 

Orissa 

2.92 

2 67 

8.6 

Punjab 

2.92 

2.42 

17.1 

Rajasthan 

3 03 

3.31 

8.8 

Tamil Nadu 

2 48 

2.32 

6.5 

UP 

4.82 

4.59 

6.5 

West Bengal 

2.92 

2.58 

11.6 

India 

3 39 

3 13 

7.7 


Notes: Actual; As reported in the NFHS, lor a three year period preceding the survey, i e. 1989 92; 


from nP.S (1995). 

Expected: F,xpccted value in the absence ot gender preference, computed by substituting the 
expected prevalence rates (any modern contraceptive) given inTable 3 m the place 
of the actual rates in the value in the Bongaarts model. 
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need to continue childbearing in order to 
achieve the minimum number of children 
of a sex and hence gender preference may 
not influence fertility much. On the other 
hand, a small family would be less likely 
to meet the minimum requirements of 
children of a particular .sex. Only about 
half the couples with two children are 
likely to have one son and one daughter, 
and 3/4 would have at least one son. 
Naturally, many of those who wish to 
have some minimum number of children 
of a particular sex would like to continue 
childbearing. Even a moderate gender 
preference could then have a large fertility 
impact. This is probably what is happen¬ 
ing in states like Gujarat, Maharashtra, 
Himachal Pradesh and Haryana. 

What about Uttar Pradesh and Assam 
in which a very strong gender preference 
does not seem to make much impact on 
fertility? It must be noted here that though 
the impact of gender preference on con¬ 
traceptive use as estimated from the Arnold 
measure is very low (3-4percentage points) 
in these states, given the low level of 
contraceptive prevalence (below 20 per 
cent), the impact could, in fact, be termed 
relatively high. However, when the ten¬ 
dency to regulate fertility itself is very 
low, the impact would also be low in 
absolute terms, (as measured by the Arnold 
method) since even strong gender prefer¬ 
ences are not translated into fertility 
behaviour to a notable degree. To some 
extent this is the case in Bihar and Rajasthan 
as well. 

In order to see what would happen if 
fertility preferences are put into practice 
(that is, all couples who want no more 
children adopt modern contraception), 
responses to a question on the desire for 
additional children were tabulated in a 
manner similarto that of contraceptive, by 
the sex composition of living children. 
The Arnold'mcinod was then applied to 
these to obtain the expected percentage 
of couples desiring no more children 
(on the assumption that the per cent not 
desiring any more children for all couples 
with a given number of living children is 
the .same as the maximum foi any sex 
composition at that number ol living 
children). The results are given m Tabic 5. 
It can be seen that in almost all the norih- 
ern-central-westeni states, gender prefer¬ 
ence has a large impact on the desire for 
additional children. This suggests that 
once contraceptive practice becomes 
more widespread in these states, includ¬ 
ing Uttar Pradesh, a continuing strong 
gender preference would have a large 
impact on contraceptive prevalence and 
on fertility. 


A comparison of the results of earlier 
studies with the more recent ones also 
points towards the same inference. Around 
1970, the desired family size was large, 
the contraceptive practice was low and the 
gender preference had very little impact 
on contraceptive prevalence (3.2 percent¬ 
age points as computed from the Sarma- 
Jain paper). However, the effect on desire 
for additional children was noticeable 
even at that time. Computations from 
the data in Table 7 of the Sarma-Jain 
paper show that whereas 50.7 per cent of 
couples did not want additional children, 
the percentage could have been 57.4 in the 
absence of gender preference, a difference 
of 6.7 points. Over time, contraceptive 
practice increa.sed considerably, as did the 
fertility impact of. gender preference as 
seen from the NFHS and other evidence. 
Since there is no reason to believe that 
the degree of gender preference itself 
has increa.sed, the temporal changes do 
demonstrate how the quantum of fertility 
impact of gender preference can depend 
on the level of contraceptive prevalence 
as well. 

Preference for the children of a particu¬ 
lar sex, especially for sons, is strong in 
India as a whole with notable regional 
variations in the degree of such preference 
and its fertility impact. The analysis of 
the NFHS data indicates that in states 
nice Maharashtra, Himachal Pradesh, 
Gujftrat and Punjab, gender preference 
has stalled the fertility transition. The 
elimination of gender preference could 
reduce fertility substantially in these states 
bringing it close to the replacement level 
oral least to the level of the southern stales 
of Tamil Nadu and Andhra Pradesh which 
exhibit only a mild gender preference. To 
some extent, this is true of Karnataka and 
West Bengal as well. In the central- 
northern states the gender preference is 
even stronger than in the western .states, 
yet the fertility impact of such preference 
is low now because the contraceptive 
practice is also low and the desired family 
size is large. But these states have also 
experienced non-ncgligible fertility de¬ 
clines in the recent years and if family size 
desires fall fuithcr and fertility regulation 
becomes more common, the fertility in 
the.se states would continue to decline in 
the near future. The experience of other 
states indibates that at somQ stage, the 
strong gender preference will also begin 
to make a larger impact on fertility. As a 
consequence, the fertility transition in 
these states is also likely to stall above 
the replacement level at some point in 
future unless gender preference itself 
declines. 


[This is a revised version of a paper piesenieii 
at the XIX Annual Conference of the Indian 
Association for the Study of Population, in 
February 1996, at the MS University, Vadodara 
The NFHS organisation at the International 
Institute for Population Sciences kindly made the 
NFHS data drskette.s available. Thanks are due 
to the various agencies involved in the NFHS that 
collected and compiled the data making these 
easily accessible. Useful comments were received 
from S Irudaya Rajan, S Lahiri and T Rajaretnam 
Suggestions from Pravin Visaria on an earlier 
version have been quite valuable in the revision | 
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Demographic 'ft-ansition in Maharashtra, 1980-93 

Sanjccvanee Malay 

r/ig main thrift of the article is to evaluate (iemoi>raphic transition in Maharashtra, especially durinft 
years from ^ 92, on the basis of data made available by two national surveys on fertility and mortality 

rates, and family health. The study shows that despite hifih contraceptive prevalence in Maharashtra, there 
is a very moderate decline in birth rate, in the state. Better reproductive health facilities leading to reduced 
foetal losses, le.ssei childlessness and reduced breast-feeding, can be said to he the main faettn- contributing 
in increase infertility. In such situation, only .strengthening of IHC component of the faniilv welfare services 
can result in decline in fertility in Maharashtra. 


IT is a worldwide experience that sttcio- 
economic development is closely 
associated with the pace of demographic 
transition. Modern sectors of economic 
activity, spread of education and modern 
atmosphere in urban areas definitely help 
in bringing about a fastcrdecline in fertility 
and mortality. 

Maharashtra is a highly urbani.scd state 
with high income levels and also has the 
highest level of urbanisation among major 
states of India (38.7 per cent according to 
the 1991 Census). Further, the female 
literacy in Maharashtra is also ijuite high 
(52.3 per cent) and is next to Kerala. Credit 
naturally goes to social reformers like 
Maharshi Karve. Gopal Ganesh Agarkar, 
Mahatma Phule and many others who 
fought tor women’s development. During 
early twenties, pioneering efforts in the 
field of contraception were made by R D 
Karve and Shakuntala Paranjapye. This 
leadership was maintained even latei, when 
the first va.scclomy camp was held in 
Maharashtra. The state has got several 
awards for its best performance in lamily 
planning. Today also, the family planning 
programme in Maharashtra is one of the 
efficiently administered programmes. 

With this background, it would not be 
wrong to expect that an efficient pro¬ 
gramme and a conducive social structure 
would lead to rapid fertility decline. 
Whetherthis has happened in Maharashtra 
is the main issue under discussion. The 
pre.sent paper has two broad objectives: 
(a) to examine whether the stale has been 
successful in achieving substantial fertility 
decline till now; and (b) tostudy the various 
stages ef transition. We shall briefly 
examine the mortality trends too. 

The database for the study covers all 
available data on vital rates for Maharashtra 
since early fifties. Census, sample regis¬ 
tration system and various fertility surveys 
conducted in Maharashtra have been 
extensively used. We divide the study into 
two parts. The first part deals with the 
demographic transition for the pre-1970 
period while the second part deals with 


the demographic transition in the post- 
1970 period. 

Di;M(K'iRAi'iii<'TK.\Nsni()N; pRi--ld70 
Pi kioo 

A,s far as ihc infurmaiion on vital rates 
arc concerned, it is known ihai before the 
.SR.S started giving annual cMinuites. only 
the decadal c.stiiiiatcs given by the census 
actuaries were the main .source ol data on 
vital rates. According to these estimates. 
Maharashtra had a birth rate of 41.2 pei 
thousand and a death rale of 19.8 pet 
ihou.sand during 1951-61. The birth rate 
was close to stagnant and was 3‘t.6 in 
1961-71, and the death rate decline to 
about 17. During 1971-8), the birih rale 
came down to about 33 and the death rate 
was 12 pel thoii.sand. Thus, we could 
observe that till 1970, the decline in birth 
rale was vciy slow, while the death lalc 
declined iiuile sharply. This is the initial 
stage of transition. It is quite clear that 
because of the successful public health 
programmes and advancements in medical 
sciences, ihe deaths were fewer and fewer. 
But It is surprising to ob.servc that the 
ri.sing levels of education, income and 
uibanisatiun could not reflect in the decline 
in fertility rales. In such a situation, one 
wonders w hether this ‘no decline’ is real; 
if it is real, is it an effect of unidiiectional 
‘on decline’ or is it an effect of olfsctling 
of the factors leading to increase in lerlility 
and tho.se leading to decrease in fertility'/ 
Such as assessment needs detailed 
information regarding age specific fertii ity 
rates at different points of time. ( fbviously, 
the census reports do not give such details. 
Fortunately, demography division of the 
Gokhalc Institute, Pune, had conducted a 
number of demographic surveys in early 
fifties and sixtie.s and has provided valuable 
information on fertility and a.ssociated 
factors. 

The first survey was conducted in 
Kolhapur city in 1950. It was followed by 
the survey in rural and urban areas of Pune 
district in 1951 and 1952, to be followed 
by surveys in rural and urban areas of 


districts of Nasik. .Satara and Koluba in 
1953 .54. In 1955, siirvVys were done in 
rural aieas of Ahmednagar. Ratnagiri, 
Bcigiium. West Khandesh, Parbhani and 
Gulbarga districts. In 1961, a survey of 1 
|)cr cent random sample of the residents 
of Pune city was done. These surveys were 
followed by an innovulive work which 
was in the form of a survey and re-survey 
of .same sample hou.seholds in six villages 
ol .Satara district, with a gap oi 12 years. 
The objective ol this study was to assess 
the demographic changes during period as 
long as 12 years, i e, 1954-66. From lhe.se 
surveys, three types of data sets arc 
available. ()ne gi ves the ilala on age specific 
fertility rates (ASF'Rs) for rural and urban 
areas of Nasik.* Satara. Koluba and six 
lural communities. The sccoiul data set 
gives the comparison ol A.Sl'Rs for Pune 
city lor 1951 and I9<i4,and the third data 
set gives Ihc information on fertility rates 
ill rural areas of .Satara district for 19.54 
and 1966(Tables I and 2).The information 
is truly valuable in Ihe sense that one could 
have a genuine asse.ssmcni of lerlility 
tiansiiion in urban areas (Pune city 
experience) and that in ruial areas 
(experience in rural Satara), during a period 
when there were noother sources of getting 
such detailed information on vital rates. 

The data relate to years 1952-55 and 
show similar fertility patterns. The urban 
fertility shows slight variations. The total 
fertility rale (TFR) varies between 4.1 and 
5.0 lor rural areas while it moves from 3 6 
to 4.8 for urban areas. Whatever the 
differences, they are mainly for the ages 
18-22 and 23-27. 

Table 2 gives an important piece of 
information on lerlility transitions in rural 
and urban areas during a period of 12 
years: the data for Pune city are based on 
the 1 per cenj random sample surveys 
conducted in the city in 1951 and 1964. 
The rates are based on 957 and 12IS6 
manied women, respectively. Number of 
adjustments were made for making the 
comparison valid. On the basis of tiiesc 
adjusted data it was found that the decline 
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in the birth rate would be the order of 21 
per cent. Other sources such as the family 
planning performance statistics and the 
vital registration records were used to 
assess the fertility decline and finally it 
was concluded that the decline in birth rate 
in Pune city during 1951-64 was of the 
order of 15-20 per cent. 

Table 2 also gives the data on ASFRs 
for 1,485 and 1,847 married women from 
1,694 households conducted at survey 
(1954) and re-survey (1966) in six villages 
of Satara district. This study has a 
distinctive feature, namely, that the same 
households are contacted after a gap of 12 
years and hence an important factor, i e, 
the effect of the difference in sample 
characteristics is controlled. As the table 
shows, there is a decline of 9 per cent in 
the TFR. The decline in fertility rates of 
younger women is larger (72 per cent). 
Thiscouldbcduetorise in age at marriage. 
There are evidences to show that the age 
at marriage has risen substantially (from 
14.5 to 16.2 years). The fall in fertility 
rates of other age groups could be explained 
by two factors, namely, the practice of 
family planning (FP) and the fall in the 
incidence of widowhood, the two factors 
acting in opposite direction. The total 
marital Icrtility rate (TMFR) hud declined 
by about 8.5 per cent. The cxerci.se of 
isolating the effects of rise in age at 
marriage, practice of family planning and 
fall in the incidence of widowhood showed 
that there was about 7 per cent full in 
fertility due to rise in age at marriage, 
about 8 per cent fall due to FP practice 
and a ri.se in fertility of the order of 6-7 
per cent due to full in the incidence of 
widowhood. In other word.s, if there 
was no change in the incidence of 
widowhood, the fertility would have fal¬ 
len by about 15 per cent. But because of 
the increu.sed survival, there was a rise 
in fertility which counteracted with 
factors leading to decline in fertility. 


As Bhat (1998) comments. 

It appears that fertility rate rose substantially 
during the 19S0s as mortality levels began 
to fall. According to my estimates the 
total fertility rose by at least one birth per 
woman and the resulting increase in the 
CBR accounted for about half of the rise 
in the growth rate of population between 
1941-51 and 1951-61. It is possible that 
some regions in India experienced this rise 
in the level of natural fertility more than 
the others did and became laggard in the 
process of fertility transition. Inexplaining 
the regional differences in fertility in India, 
greater attention ought to be given to the 
levels that prevailed before the unset of 
fertility decline. 

To summarise, firstly, the available 
information on the fertility transition in 
urban areas shows that there was a fall in 
fertility of the order of 15-20 percent, and 
secondly, the data for rural areas show that 
the fertility decline was about 10 per cent, 
and an important finding relating to this 
decline is that a substantial effect was due 
to rise in fertility on account of fall in 
incidence of widowhood. As stated in the 
beginning this period was of sharp declines 
in mortality rates which have led to a 
significant declines in incidence of 


widowhood ultimately leading to increase 
in fertility. 

Demographic Transition; Post- 1970 
Period 

For the post-1970 period, the SRS is an 
important source giving information 
annually on crude birth rate (CBR), crude 
death rate (CDR) and IMR. The ASFRs 
are also available for all states for every 
year. This information forms a strong base 
for studying fertility transition. ITie only 
thing to be remembered is that the estimates 
for the beginning years might suffer due 
to under-registration. Table 3 gives the 
data on CBR and CDR from the period 
1970-95. It shows that the decline in CDR 
is fairly smooth, coming down from about 
12 per 1,000 to about 7 per 1,000. The 
trend in CBR is not at all smooth. It slides 
down from 32 in 1970 to about 26 in 1977, 
rises to 30 in 1984, and then starts declining 
again. As Kulkami (1994) states, there are 
three pha.ses of demographic tran.<iition 
I rather fertility transition] in Maharashtra. 
The first phase covers the perUxi 1971- 
77, where the fertility declined mainly due 
to strung push to sterilisation programme 
during emergency period, the second phase 
(1977-84) shows the impact of setback to 


Tabi f 2- Ace Smotfic Fektii.ity Rates (A.SFR) and Aci- Sfectek- Marital Fertility Rails 
(ASMFR) KJR PuNF City (1951-64) and Rdrai Are»s of Satara (1954-56) 


Age 

_Pune City_ 



Rural Satara 


1951 

1964 

_1954_ 

J966_ 

ASMFR 

ASMFR 

ASFR 

* 

ASMFR 

ASFR 

ASMFR 

13-17 

117 

73 

106 

186 

30 

118 

l»-22 

265 

213 

345 

.373 

333 

353 

23-27 

312 

208 

337 

370 

327 

340 

28-32 

269 

170 

280 

307 

286 

299 

.33-37 

191 

77 

201 

256 

162 

187 

38-42 

102 

43 

81 

100 

92 

no 

43-52 

34 

14 

55 

71 

43 

56 

TFR 



7.0 


6.4 



Sourrrx: Kuinudini Dundekar and Vaijayanti Bhatc, Prospects of Population Control: Evaluation 
of Contraception Activity, Gokhale Insliluic of Politics and Economics. Pune. 1971; 

. Kumudini Oandekar and Vaijayanti Bhate, ‘Socio-economic Change during Three Five- 
Year Plans'. Arr/i-Vi/nana, Gokhale Institute of Politics and Economics, Pune. 


Tabli 1 A(ii S:‘i.fiiif Ff.rtii ity Rates (ASFR) and Ai.e Specthc Marital Fertility Ratis (ASMFR) in Rural and Urban Arpa.s of Nasik, Satara and 

Kolaha and in Six Rural Communities op Maiiarasiitra, 1952-55 


Age 





ASFR and ASMFR (Per Thousand Women) 







Nasik 



Kolaha 



Salara 


Six Rural 



Rural 

Urban 

Rural 

Urban 

Rural 

Urban 

Communities 


ASl-R 

ASMFR 

ASFR 

ASMFR 

ASFR 

ASMFR 

ASFR 

ASMFR 

ASFR 

ASMFR 

ASFR 

ASMFR 

ASFR 

ASMFR 

13-17 

27 

33 

24 

67 

37 

80 

6 

59 

85 

146 

24 

85 

62 

US 

18-22 

252 

274 

208 

269 

251 

293 

178 

289 

273 

305 

224 

302 

240 

260 

23-27 

223 

229 

2.30 

253 

224 

251 

200 

213 

256 

286 

296 

327 

257 

260 

28-32 

186 

197 

209 

241 

168 

189 

179 

• 196 

195 

228 

188 

217 

217 

218 

33-37 

103 

II.3 

122 

146 

92 

118 

137 

154 

107 

151 

127 

144 

140 

140 

38-42 

90 

III 

16 

22 

50 

65 

13 

16 

48 

68 

78 

103 

67 

68 

43-47 

17 

25 

- 

- 

9 

65 

- 

- 

32 

51 

28 

44 

24 

68 

48-52 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

TFR 

4.5 


4.0 


4.2 


3.6 


5.0 


4.8 


5.0 



Source' Kumudini Oandekar, Demographic Survey of Six Rural Cotnmunities, Gokhale Institute of Politics and Economics, Pune, 1959; 

N V Sovani and Kumudini Oandekar, Fertility Survey of Nasik, Kolaba and Satara. Gokhale Institute of Politics and Economics, Pune, 1955 
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the programme as the effect of excesses 
exercised during the emergency period, 
and the third phase (1984 onwards) is a 
normal period without excesses or 
setbacks. Table4describes the phenomena 
in quantitative terms. 

It could be observed that the fertility 
trends are different for rural and urban 
areas. For instance, in case of both fertility 
measures, namely, CBR and TFR for rural 
areas, the decline for the first period (1971- 
77) is higher than the recent period (1984- 
91), while for urban areas the decline in 
CBR has reverse order and decline in TFR 
is same for the two periods. However, it 
also should be remembered that the 
estimates for 1971 could he underestimates. 
As Bhat et al (1984) have estimated, the 
CBR for 1971-80, according to SRS was 
29.1, while estimated CBR was 31.2. 
Similarly, as argued by Srikantan and 
Balasubramanian (1994), the SRS 
estimates, especially for urban areas, were 
affected by the changed sample for the 
period around 1980-84. However, on the 
whole, it could be said that the fertility 
decline during 1984-91 was of a slower 
pace. Is this the universal phenomenon? 
it was observed that for Kerala, declines 
in the two periods were of the same order 
while for Tamil Nadu, the decline in the 
recent period was much sharper 

Under such circumstances, the question 
arises as to what could be the reasons for 
the peculiar trend in Maharashtra. Could 
family planning performance explain it or 
are there any other factors responsible? 
Table 3 also gives the data on couple 
protection rate (CPR) for the period 1970- 
94. It shows that the CPR for 1970 was 
15 per cent and it incrca.sed up to about 
31 per cent in 1976 leading to an increase 
of 16 percentage points. On the other 
hand, for the recent period it rose from 
40 per cent to 54 per cent. Although we 
are aware that the relationship between 
increase in performance and decline' in 
fertility would differ at different stages, 
it can definitely be said that there are other 
non-programme factors which would be 
responsible for the .slower pace of decline 
during the recent period. Some clues could 
be obtained through the examination of 
age specific marital fertility rates 
(ASMFRs), which would go beyond the 
overall measures of CBR and TFR. Table 5 
gives the ASMFRs for the years 1971 -93. 

It is clear that the women in younger age 
groups have not experienced declines in 
fertility; on the otherhand, there have been 
significant increases in fertility rates. 1”he 
sharp declines were observed particularly 
for the ages above 35. It is also observed 
that the decline in TMFR during 1984-91 


was much less than that during 1971-77. 
If we examine the shares of different age 
groups in the fertility declines during the 
two periods, may be, something more could 
be revealed. There are two main 
differentials between the pattern for the 
two periods. For the latter peiiod, the 
increases and decreases for different age 
groups are larger, with concentration for 
the ages 2l)-34, while for the first periixl, 
the pattern is more of a spread out type. 
Thcage group for which increase infenility 
was observed has shifted from 15-19 for 
the earlier period to 20-24 for the latter 
period. 

'fhese observations reflect a squeezing 
in effect. Further, higher increase in fertility 
for the latter period shows that the factors 
leading to increase in fertility have become 
more dominant, improvement in health 
conditions of women and effects of 
modernisation could be the main reasons. 
The fantastic progress of MCH programme 
in Maharashtra supports the above 
conjunctures. Similarly, probably because 
of reduced lactation and relaxation of 
taboos on intercourse etc. the birth- 
intervals would have reduced and hence 
the .squeezing eflect. However, because of 
lack of direct information on these 
phenomena, the explanations would have 
remained al the level of conjunctuies. Hut 
we have a gulden opportunity to get to the 
root causesof the slower decline in fertility 
in Maharashtra, in the fomi of two statewide 
surveys conducted in Maharashtra in 1980 
and in 1992. This is the period, when the 
process of lertiliiy decline had slowed 
down. These surveys being mainly devoted 
to fertility and family planning, infonriation 
is available in great details. In the next 
section, which concerns with the 
comparative scenario for 1980 and 1992, 
is expected to throw much light on the 
fertility trends in Maharashtra during the 
recent past. 

Naiionai.Fi-.ktiutv and 

MoRTAinYSltRVI-.YS 

The National Fertility and Mortality 
Surveys (NFMSs) were originally planned 
to be conducted as a series of comparable 
demographic surveys in all the states in 
India. In the event, Maharashtra is the only 
state for which NFMS has been conducted 
so far as envisaged by the Po|)ulation 
Research Advisory Council (PRACj. 

The major objectives of NFMS, 
Maharashtra, were to estimate fertility 
levels and differentials among the three 
rural region.* and the urban zones of the 
state; to examine the linkage between 
fertility and its proximate determinants 
such as age at marriage and contraception; 


to identify and to assess the importance 
of socio-economic factors affecting 
fertility; to find the attitudes towards FP 
and its prevalence by methods and to 
estimate mortality levels and differentials 
by rural regions and urban zones, giving 
special attention to infant and child 
mortality. 

In this survey data were collected from 
about 7,500 families spread over 100 
villages and 104 urban blocks of the state. 
The field work was conducted during June 
to December, 1980, and the draft report 
was ready by the end of 1982. The survey, 
at all its stages, analysis and report writing 
was undertaken by the Population Re.'icarch 
Centre (PRC) of the Gokhalc Institute of 
Politics and [economics, Pune. 

For comparable state estimates in the 
NFMS, the PR AC of the government of 
India had recommended that about 1,200 
families should be interviewed for every 
11 million population. On this scale, the 
Maharashtra survey was expected to obtain 
aboul6,000intervicws. Moreover, for each 
domain of study, the sample should be 
large enough to p'-ovidc .separate estimate. 
The prc.scnt survey was expected to yield 
estimates for the three rural regions of 
Aurangabad division. Nagpurdivi.sion and 
western Maharashtra and lor urban centres 
other than Cb cater Bombay, and Greater 
Bombay. A total of 7 654 families were 
contacted. 'I'hc distribution of the .sample 


■| Aiii 1 ..’. UsTiMAiiA or CBR, CUR and CPR 
W>H MAIIARASlirKA. 197tl-9S 


Year 

CBR 

CUR 

CI'R 

1970 

.11 5 

11 9 

14 6 

1971 

.32 2 

12.3 

16.1 

1972 

<2.2 

12.8 

19.5 

1971 

28 8 

13.6 

24.5 

1974 

29.0 

11 5 

24 8 

1975 

29.7 

11.4 

25.8 

197<: 

29.3 

11.3 

30 6 

1977 

26 2 

12 8 

36.8 

1974 

26.9 

10.3 

35.1 

1979 

27.1 

109 

34.3 

I9K0 

29..3 

9.7 

34.5 

19«l 

28 4 

9 6 

34 9 

1982 

29 8 

8.8 

37.0 

198.2 

29 8 

9.2 

40 3 

1984 

31.0 

9.4 

48.4 

198.5 

29 0 

8.4 

S1.8 

1986 

30.1 

8.4 

.53.1 

1987 

28 9 

8 3 

54.9 

1988 

29.4 

8.9 

.54.7 

1989 

28.5 

8.0 

55.1 

1990 

27 5 

7.4 

54.4 

1991 

26.2 

8.2 

56.2 

1992 

25.3 

7.9 

55.5 

1993 

25 2 

7.3 

53 2 

1994 

25.1 

7.5 

54 0 

1795 

24.5 

7.4 

54 1 


Sourcex: Sample Registration Bulletins, 
1970 9.S Family Welfare Yearbooks. 
1970-95. 
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families was roughly in proportion to their 
population. In selected families, all married 
women in the reproductive ages of 15-50 
were interviewed. This resulted in 8,874 
interviews of eligible women. The de jure 
members of the family usually living and 
eating together were defined to be the 
family unit. For instance, a woman visiting 
her parents’ home for delivering her baby 
was to be included in herhusband’s family, 
if it fell in the sample. Fifty families each 
from the selected villages and 25 families 
each from the selected urban block were 
to be selected. 

Two questionnaires were used in this 
survey. One was for the selected family 
and the other was for the eligible woman 
in the family. The family questionnaires 
seek information on the general charac¬ 
teristics of the family such as caste and 
religion, principal and subsidiary family 
occupation, income, migration status, 
living condition and possession of con¬ 
sumer goods. The other questionnaire 
contained detailed inlormation about the 
eligible couple, fertility hi.story, inform¬ 
ation about knowledge, attitudes and 
practice of family planning, ideal lamily 
si7.c,ctc.T\snsectionsofthcquestionnaircs 
were meant for women who had a delivery 
during five years preceding the survey. In 
this section, questions were included 
regarding place of delivery, location, 
post-partum amenorrhoea and immu¬ 
nisation. 

'fhe analysis was directed towards the 
following major topics: comparison of the 
demographic profile of Maharashtra Irom 
NFMS with census; background family 
characteristics; current birth, death and 
growth rates; age distribution; age at 
marriage and feilility differentials of cur¬ 
rently married v'omen; FP attitude and 
practice; indirect estimation of fertility 
and mortality specially infant and child 
mortality and the as.sessment of the quality 
of data. 

NaIIONM FaMII Y HtiAI lll SURVhY 

The National Family Health Survey 
(NFHS) ivlaharashtra. was 

undertaken with the principal objective of 
providing .slate level and national level 
estimates of fertility, infant and child 
mortality, the practice of family planning, 
maternal and child health care and the 
utilisation ofserviccs provided lor mothers 
and children. The NFHS in Mahaiashtra 
was expected to cover 4.000 eligible 
women. .-Vssuming the non-iespouse vale 
at 12 pci cent, a sample of 4.4(K) house¬ 
holds was drawn. Finally, 4.063 
hou.seholdsand4.1 Obcligiblc women were 
contacted. 


Three types of questionnaires were used 
in the NFHS: the household questionnaire, 
the woman's questionnaire and the village 
questionnaire. The household ques¬ 
tionnaire seeks information about usual 
members and visitors, household 
amenities, data on births and deaths during 
preceding two years and information on 
whether any membcrofhouseholdsuffered 
from tuberculosis, leprosy, blindness, 
malaria or any physical impairment during 
preceding three months. This information 
was collected for the usual residents of the 
households as well us the visitors. 

The woman's questionnaire was used to 
collect information from eligible women, 
i e, all ever-married women aged 13-49 
years including visitors us well us usual 
residents. The questionnaire seeks infor¬ 
mation on respondents’ background, 
reproduction, contraception, health of 


children (under four years), fertility 
preferences, husband’s background and 
woman’s work, height' and weight of 

Table 7: Differentiaus in NuFTiAurv Patter.n 
BY Castf., Reuuion and Education, 

NFMS AND NFHS 

NFMS NFHS 

Percentage of Median Age ui 
Ever Married Marriage fur 
Women Women 

Aged 20-24 Aged 20-24 


Kelignm/Cuiti' 
Advanced castes 

K0.7 

na 

Hindu 

na 

17.3 

Intermediate castes 

8R.I) 

na 

SC and S’f 

«9.7 

l.5..‘5 

Other castes 

na 

18.0 

Muslims 

7K4 

173 

Educational level 
Illilcrntc 

96.0 

15.1 

r.ducalion up to 7-t- 

87.6 

17.1 

Education above 8 -f 

.59..S 

20 0+ 


'I’abi.i 4: Thrlk Piiasis of Ffrtii ity Transition in Maiiarasihra. I97I-9I 


.Sl.igc Period 


CBK 



TtTt 


Total 

Kuial 

Uiban 

Total 

Rural 

Urban . 

1 Decline in CRK and 

TFR 1971-77 1971 

.32.2 

33.9 

29.0 

4.6 

49 

3.9 

II Increase in CBR and 

TFR 1977-84 1977 

26 2 

26 8 

25.0 

3.4 

3.5 

3.1 

1984 

31 1 

32.1 

29.3 

3.8 

4.1 

3.3 

III Decline in CtiR and 

TFR 1984-91 1991 

26.2 

28 0 

22 9 

3 0 

3.4 

2.5 

1995 

24.5 

25 9 

22.4 

2 9 

3.2 

2.6 


Tabu 5: Acl Sflcii it Mariial FiRiiiir^ Kaiimiik Maiiarashtra, 1971-93 


Age 

1971 

1977 

1984 1991 


1993 

I’crccnlage 
1971 77 

Decline 

1984-91 

15 19 

150 0 

198 4 

2.59.9 2.31.0 

213.5 

-29.0 

+•29.0 

20-24 

256.9 

2.59.9 

244 8 312 3 

.309 4 

-0.6 

-1-67.7 

25-29 • 

247 7 

190.5 

2.38 9 193.4 


187.6 

■I-.34.3 

■+45.6 

30-34 

198.6 

129.1 

133 8 81.3 


81 6 

-1-41 7 

■+52 7 

35- 39 

127.0 

69.7 

57 4 35.5, 


30.3 

-1-34.4 

•+22.0 

40-44 

55 1 

28 0 

22 8 10 7 


7.3 

■t-22.2 

+ 12.1 

45-49 

22.5 

7.4 

7.8 1.5 


3.5 

-1-9.1 

+6 3 

TMFR 

5.3 

4.4 

4.8 4.3 


4.2 

- 

- 

Tahi I & 

DisiRiiinioN or HoI'SMIoids Acvordini. to Hoii.sitiold Ami.niiti.s. Land Ownlrsiiii' and 



OwNLRsiiii' or Consumer (Iihids 






NFMS. 1980 



NFHS. 1992 

93 



Rural Urban 

Total 

Rural 

Urban 

I'otal 

Si>iirce.\ of Drinking water 





• 

Tap 



12 1 93.4 

40.4 

66.6 

94.2 

78.5 

Well 



80 2 6.3 

.54.5 

29.8 

4.8 

19.0 

River, spring, etc 


7.7 0.3 

5.1 

3.3 

0 9 

2.3 

Sanitation 








No latrine 



95.9 11.5 

66.5 

90.2 

18.4 

59.2 

Lighting l-acUitv 







F.lceiriciiy 



22.3 81 0 

42 9 

63.2 

87.3 

73.6 

Lind Dwnerdnp 







Ni. Kind 




27.9 

- 

- 

30.2 

Up to 6 acres 



39.7 


- 

46.3 

More than 6 acres 


• 

32.4 

- 

- 

23.5 

Con aimer gooih 







Car, TV', cycle. scikMci, 







moloi cycle refrigerator 


0 8 23.8 

8.8 

11.3 

55.6 

.30.4 

Sewing machine 


21 8 43.2 

29.2 

32.4 

34,2 

33.2 

Radih 



36.3 24.0 

32.0 

.31.7 

57.9 

43.0 


3066 


Economic and Political Weekly October 16-23, 1999 



children under four years and knowledge 
about AIDS. The village questionnaire 
was used to collect information on the 
villages selected in the NPHS sample. It 
;ollected information on various amenities 
jvailable in the village including electricity, 
ivater, transportation, and educational and 
icalth facilities. 

The description of the two surveys was 
liven in detail to enable the reader to 
irobably Judge the quality of the data. It 
s quite clear that the conduct of the NFHS 
.vas more systematic and more rigorous 
n comparison with NFMS. It should be 
ccalled that NFMS, 1980 was conducted 
linglc handedly by the PRC, Pune while 
qpHS involved three agencies, namely, 
he PRC, UPS and the CO. There are 
nerits and al.so demerits of both of thc.se 
irocedures. With a single agency doing 
he work, uniformity and consistency can 
1 C maintained. On the other hand, number 
if agencies coming together to conduct 
he survey could lead to problems arising 
lut of differences in understanding, 
’articularly, the CO. in every case were 
lot knowledgeable people as far as demo- 
iraphic surveys arc concerned and hence 
iid not have an insight into demographic 
lata, while organising such a massive 
.urvey. In addition, the CO for Maharashtra 
vas from Hyderabad and hence was not 
amiliar with the demographic and related 
rends in Maharashtra. This could have 
iffccted the office editing of the ques- 
lonnaires done in the CO’s office at 
Hyderabad. However since utmost efforts 
vere taken to maintain the quality of the 
nformation, the above-mentioned factors 
night not have contributed appreciably. 
3n the other hand, for NFMS, 1980, since 
he conduct of the survey, processing ol 
he data and report writing was done by 
I single agency -- the PRC, Pune, 
knowledgeable in demographic surveys, 
here seems no risk of committing mistake 
m account of ignorance. 

Hoi isei k ii.o C h akacti-ristu s 

Housing characteristics such as soiSrcc 
af drinking water, lighting facility and 
icwerage facility are discussed (see 
Fable 6). It is interesting m note that the 
percentage of households getting tap water 
las nearly doubled. The progress in rural 
ireas is remarkable; the percentage of 
families with tap water has increased from 
12 to 67. The progress in the availability 
pf electricity is also of a similar order. 
However, if we look at the figures for 
latrine facility, we come across an equally 
remarkable failure. The percentage of 
touseholds with ‘no latrine’ has increased 
or urban areas and has declined only 


slightly for rural areas. The worsening of 
living condition in Greater Bombay which 
accounts for nearly one-third of the urban 
population of Maharashtra is the reason 
for deterioration of urban areas. Further 
NFMS data showed that the percentage of 
households with ‘no latrine’ was about I7 
per cent for Greater Bombay and 4 percent 
for the other towns of the state. 

There arc two proxy variables which 
could give an idea about the economic 
standard of the household; the occupation 
of the family/head of the household and 
the ownership of assets such as land and 
consumer durables. Both the surveys have 
information on these. But for reasons 
unknown, the NFHS has not even tabulated 
the information tm occupation. Thus, we 
remain with only the ownership of assets 
as the indicuior of economic conditions 
(Table 6). The percentage of households 
with no land and land less than 6 acres 
has increased. This shows that ownership 
of land, a rural asset IS gradually declining. 
On the other hand, the ownership of 
consumer goods such as car, TV, refri¬ 
gerator has tremendously increased, even 
111 rural areas. The |x.Tcentagcofhouscht)lds 
owning these gotids has increased trom a 
negligible 1 ipcrceiit to 11 percent in rural 
aieas. This iricica.se obviously is due to 
the ownership ol TV. The aggression of 
the electronic mu.s.s media could be helpful 
in educating the iieople, if utilised properly. 
However the other stufflhat is shown on 
the TV, is so glaring that it could wipe 
off the one-two minute long educational 
messages. 


Age distribution: The information on 
the age distribution of the two surveys is 

u. scful not only for assessing the changes 
indicative of fertility decline, and change 
in the proportion of eligible women, but 

al. so for checking age reporting. As Bhat 
(1995) argues. “In most fertility surveys 
there is a tendency to move women out 
of the eligible age range (13 to 49 years 
tn NFHS) to reduce the workload of the 
interviewer. But in the NF'HS, there is an 
irregular dip in the age interval 5()-.54, 
which the survey takers attribute to i»vcr 
compensatunt that resulted from the 
warnings issued to enumerators against 
such a practice. However, a careful 
examination of the NFHS data suggests 
the pre.sence of continuous underreporting 
in the age range I (1-45 that resulted [icrhaps 
from a tendency of transferring women 
out of the lower end of the eligibility 
range." 

Bearing the probable effects of errors 
in age reporting, if the age distributions 
are compared, we arrive at the following 
conclusions. There is no change in the 


Tabu. 10 - Diiiihi ni'iai.'. in Fikiiiiiyiiy Cash 

AM) Kiiiokin 



NI'M.S(I9K(I) 

NFli.sd'wini) 


Cnule Uirlli 

'I'oiiil I'ciiiliiy 


Kale 

* 

Rule 

Hindu 

2K 1 

2.09 

Musliiti 

34 1 

4 II 

Scheduled cawcl 

3.04 

scheduled tribe 31 4 

3.24 

Olhci castes 

2() K 

2 m 


'Iaiii I K: IviiiMAli s ol C'BR ano 'ITR, .NF.Vt.S, NI-II.S and .SR.S 


Nt-M S lU KO__ Nl ttS 199 2 



Total 

kiir.il 

Uihaii 

Total 

Rural 

llrhaii 

Crude birth rate un-weijilitcd 







(Household c.ii.lsi 

29 S 

32 0 

24 f) 

25 4 

2()4 

24 0 

Crude birth rale wcijihled 
(Household caids) 

Crude birth ralf un-wcighicd 

2«5 

30 9 

24 1 

- 


- 

(Individual cards; 

30 1 

(2 H 

24 9 

- 


- 

Crude biiil'. rale, weighted 
(adjusted lor individual cards) 

Crude birth raw weighlcd (adjusted 

29 2 

31 7 

24 .S 

2()7 

28 4 

24 4 

and corrected for response error) 

(0 4 

33.1 

2.-5.5 




Crude birth rate; .SRS(I979 and 1991) 

2S 3 

29 8 

25.0 

2f).2 

28 0 

22.9 

Total fertility rale 

3 79 

4.21 

2.95 

2.80 

3 12 

2.54 

Total fertility rale: SRS 

.( (> 

3 9 

3.0 

.3 0 

(4 

2.5 


'I'ahix 9: CosTRlBUiloN Ol Pi kiiliiy III ( I iNt BY t-cjiiR CoMlY)M.Nr'.. 1970-1(2 


Variable 

Kficci 

Proportion of women in 


reproductive ages 

Cil R, (W2/P2 -Wl/Pl) = 0.(8)1394 

Age structure 

(£(A, - A„)M,, F„) Wl/Pl =0.(88)871 

Marital status composition 

(lA,, (M.,-M|,) r-,,) Wl/Pl = -0(88)878 

Marital fertility 

(lA,, M„(Fj,-f-,,)) Wl/Pl =-0.(8)4489 

Total effect 

= 0.001.394 + 0.(88)871 -0.(8)0878 -0(8)4489 
= (-J 0.003102 Ol 3.102 per thousand 
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proportion of population in the age groups 
0-9. It is recalled that the population in 
ages 0-9 for 1992 is the survivor of 1982- 
92, while for 1980, it is 1970-80. The trend 
of birth rates in Maharashtra has shown 
that the decline in birth rate 1970-80 was 
sharper than that of 1982-92 and hence 
‘no change' in population 0-9 could be 
expected. The proportion of population in 
the age group 10-14 shows a decline for 
both rural and urban areas. This population 
in 1992 is a.survivor of the births in 1977- 
82, while for 1980 it is the survivor of 
births during 1965-70. The birth rate for 
1965-70 was naturally higher than that for 
1977-82 and hence the decline in the 
percentage. There is not much change in 
the proportion of population above age 60. 

Nuptiality: Marriage is of particular 
interest, not only because of its importance 
in its own right, hut also because of its 
influence on fertility and population 
growth. Marriage patterns arc also 
important from a sociological point of 
view and they are inextricably linked to 
the status of women in the society. 

The changes in the nuptiality pattern 
during 1980-92 will be examined through 
simple measures such as proportion 
married in different age groups, the 
singulato mean age at marriage and the 
average age at marriage. After examining 
the trends, the trends in the differentials 
according to education and castc/religion 
also will be assessed. The changes, if any, 
in the differentials are important lor our 
study, since they demonstrate the progress 
in different social groups. 

If we analyse the proportion of married 
women for different age groups for both 
rural and urban areas, it is seen that except 
the age group 15-19, foi all other ages, 
the proportion has declined, which is an 
expected trend. However, it is surprising 
to note that the youngest age group 15- 
19, which is expected to show the 
maximum change, is not showing any 
change. To the contrary, it is showing 
slight increase in the proportion for both 
rural and urban areas. Although the period 
of 12 years may not be long enough to 
expect significant change in the marriage 
age, which increases very gradually, ‘no 
change' in the youngest group is not 
expected. As discussed earlier, it was 
observed that the age of women reported 
in NFHS (for women aged 15-30 years) 
is, on an average, an year less than the 
actual age. This means that if 36 |)er cent 
of women aged 15-19 are married, the 
percentage actually refers to 16-20 
Examination of the steep rise in proportion 
married in the younger ages indicates that 
an error of 0.5-1 year may lead to a 


significant adjustment in the proportion 
married. For example, according to NFHS, 
the percenuge married is 6.5 for the women 
aged 13-14 years, 36.5 for women aged 
15-19 years and 78.3 for women aged 20- 
24 years. If we plot the trend, plotting 36.5 
against 18.3 (assuming under reporting of 
0.8 years) and not against 17.5 and similarly 
plotting 78.3 against 23.5 and not 22.5, 
and then read off the percentage for 17.5 
and 22.5 representing the age groups 15- 
19 and 20-24, we find that they are 30 and 
75, respectively. With adjusted figures for 
proportion of married women, the age at 
marriage rises by 0.7 years. The error due 
to misreporting of ages in rural areas is 
of one complete year. Thus, we could say 
that the age at marriage of women in rural 
areas would rise by an year. For urban 
areas the adjustment is not of a significant 
direction and order. Hence, we presume 
that there is no significant mis-.statement 
of ages in urban areas. 

With the above adjustments, one could 
come to the conclusion that the average 
age at marriage which was 16.6 years in 
1980, has increased to 17.0 (median age 
at marriage) and has not declined to 16.4 
as per the report of the NFHS. Further, the 
age at marriage for rural women also would 
be corrected to about 16.3 instead of 15.3 
years. This would reduce the rural-urban 
gap. The singulate mean age at marriage 
which showed a very meagre increase of 
half an year from 1981 to 1992-93, also 
would show same appreciable increase, if 
adjusted for mis-.statement if ages. 

Differentials hy caste, religion and 
education: Assuming justifiably that the 
mis-statement of ages would be similar for 
ail groups of the women, the differentials 
are examined below. Table 7 gives the 
data on differentials from NFMS and 
NFHS. The analysis being different in the 
two surveys, strict comparison is not 
possible. The NFMS report gives the 
differentials in tenns of percentage ever 
married, while the NFHS report provides 
in terms of median age at marriage. The 
median age at marriage was .same fur 
Hindus and Muslims for the age group 20- 
24 in 1992, while in 1980 the percentage 
ever married for Muslims was lower than 
the mp'ority of the Hindu castes. So far 
as the caste is concerned, the 1980 report 
shows that there was not much difference 
between percentage ever married for the 
ages 20-24 (84.3 percent for other Hindu 
castes and 89.7 per cent for SCs and STs). 
On the other hand, the NFHS report has 
shown that the median age at marriage for 
SC/ST was 15.4/15.5 and that forthe other 
castes was 18 yeais. It is interesting to 
observe these contrasting observations. 


Though the Hindu-Muslim differentials 
have been wiped off, the caste differentials 
have widened. 

It is found that in 1980, the proportion 
ever married for the age group 20-24 
declines from 96 for illiterates to 87.6 for 
women educated up to seventh standard, 
and declines further to 59.5 for women 
with educational attainment above 8th ., 
standard. It means that the attainment of Vj 
education beyond 7th standard makes the 
real difference in marriageable age. On the 
other hand, the difference in median age 
at the marriage for women in the age group 
20-24 as revealed by the NFHS reports 
show that the progressions from illiterates 
to middle school and from middle school 
to the higher educational grades are equally 
important. It is observed that the median 
age at marriage for illiterates is 15.1 years, 
while that for women with middle school 
is 17,7 and for women with higher 
education, it is definitely higher than 20 
years. These observation indicate that 
during (he period of study, the tendency 
of marrying at a little higher age has 
developed even among the illiterates and 
less educated. In brief, the age at marriage 
is nut that .static as was revealed by the 
reported figures of NFMS and NFi-lS. 

Regional variations: The NFMS has 
collected valuable information on regional 
variations. It would have been possible to 
compare the regional differentials, if the 
NFHS sample would have been adequate 
enough for regional estimates. However, 
an attempt is made to examine the changes 
in the regional variations with the help of 
data on evaluation surveys conducted by 
the PRC, Pune in rural areas of various 


Tabll 11: Mean Number of Ciiii ores ever 
Born bv Eoucation 



NFMS 

(1980) 

NFHS 

(1992-93) 

Educational Level 



Illilciate 

.7.4 

3,5 

Literate < Middle complete 


2.8 

Education up to 7+ 

2.7 

- 

Middle school complete 

- 

2.2 

8th to 12th standard 

2.2 

- 

High school complete 

- 

2.2 

Above 12 standard 

I.S 

- 

High school and above 

- 

1.9 

Table 12; Estimates of CBR for Reuions of 
Maharashtra 

Weighted and Adjusted 
Estimate fur CBR 

1980 

1987 

Rural western Maharashtra 

30.8 

27.0 

Rural Vidarbha 

34.8 

29.0 

Rural Marathwada 

37.1 

36.0 

Rural Maharashtra 

33.1 

31.0 

Urban Maharashtra 

25.5 

25.0 

Entire Maharashtra 

30.4 

29.0 
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districts of Maharashtra during 1980-92. 
■nie PRC, Pune, has carried evaluation 
surveys in Nasik, Solapur, Pune, 
Sindhudurg and Nanded districts. The 
^u^veys had a sample of about 200U 
households each. Except Nanded, the other 
liiurdistricts are from western Maharashu-a, 
u hile Nanded is from Marath wada region. 

It is observed that unlike Marathwada, the 
tvestem Maharashtra and Nagpur division 
(Vidarbha) show similar trends. Our 
L-valuation surveys have not covered any 
district from Vidarbha, and hence 
lomparison could not be made for 
Vidarbha. But the above observation may 
jnable us to have some broad conclusion 
,)n the basts of the trends in western 
Maharashtra. It is seen that Stndhudurg 
lesembles the position of Kerala among 
ihc states of India. Western Maharashtra 
includes other developed di.stricts like 
Sangli, Satara and Kolhapur, which arc 
.lo.se to Pune district. It means that the 
iroportion of married women, especially 
n the ages 15-19, which is an indicator 
il'nuptiality. would be definitely lower for 
hem for the recent period than that found 
or western Maharashtra in 1980. This 
tbservation suggests that the conditions 
n western Maharashtra arc rapidly 
.hanging while there is no change in 
Marathwada region Disparity by regions 
ilso could be one of the probable reasons 
or the slow progress in demographic 
ransition in Maharashtra. 

Ft-RTII.ITY AND Rp.t ATlil) VaKIABLI'..S 

A major objective of the NFMS 1980, 
ind NFUS 1992, conducted in Maha- 
ashtra, was to e.stimate fertility levels in 
ural and urban area of Maharashtra. Detail- 
.‘d i nformation was collected about cu rrent 
indpa.stfeitility levels, cumulative fertility, 
Jiffcrcntials by socio-demographic 
.haracteristics, birth intervals, post- 
lartum-amcnor'hoea, etc. The information 
in births during the reference period of 
wo years and the birth history of women 
ormed the base for calculating the fertility 
ndicators such as CBR, ASFR, TFR, etc. 

In case of NFMS, two types of 
tdjustments were done, while calculating 
he birth rate. Firstly, because of the 
iciection of voter’s list as a sampling frame, 
1 bias had ari.sea in the .selected sample. 
Thus, to remove the effect of this bias, 
iveights were applied to each household, 
secondly an estimate of ‘response error’ 
pvas obtained on the basis of re-interviews 
n 44 villages and 33 urban blocks and this 
vas added as a correction factor. The 
lorrection for response error could not be 
ipphed to ASFR. ASMFR or TFR. The 
veights for removing the bias of the 


sampling frame were however applied for 
calculating the age-specific rates. The 
different estimates of CBR and TFR at 
the two surveys and SRS are given in 
Table 8. 

Out of the various c.stimatcs of CBR for 
1980. the one (adjusted and corrected for 
response error) which should be compared 
with the NFHS estimates, based on the 
individual woman’s birth hi.story, one 
could say that the CBR has declined from 
.30.4 to 26.7 for the entire state, meaning 
thereby that it has declined by about 12 
percent. This decline is about 14 percent 
in rural areas and 4 per cent in urban ureas. 
For comparison let us examine the CBR 
from SRS. It is .seen that the NFHS rates 
are very close to the SRS estimates, while 
the NFMS rates for 1980 are higher than 
the SRS estimates. The SRS rates compare 
well with the weighted rate based on 
household information. 

A better picture of fertility can be 
obtained by examining the ASTO and the 
TFR, w'hich arc not affected by the age 
structure of the population, f'or NFHS, the 
ASFRs and the I'l-Rs arc based on births 
during the three-year period preceding the 
survey, while for NFMS they are based 
on the births during the reference period 
of two years (.sec Table 8). It is noticed 
that the decline ol 1FR is 24 i>cr cent in 
the entire state, of about the same older 
in rural areas and 14 per cent iii the urban 
areas. The order of decline in TFR is much 
higher than Ihc decline in Ihc CBR. This 
shdw.s that at the individual level, fertility 
is declining but is not reflected m the 
decline in birth rate. 

These ob.servation.s lead us to two kinds 
of analyses. One is directly relating the 
contribution of different factors explaining 
the decline in birth lale and the other 


relates to examining the decline in TFR 
in Maharashtra in comparison with those 
found in other states and judging its 
adequacy. It is observed that Andhra 
Pradesh. Himachal Pradesh. Karnataka, 
Punjab and Tamil Nadu hau TFR (1979) 
close to TFR of Maharashtra, i c. 3.6 per 
woman. If v.'c examine the decline in TFR 
in the.se states it is found that except in 
Karnataka, it is higher than that in 
Maharashtra. Tamil Nadu especially has 
shown a very sharp decline. In short 
Maharashtra, as could lie .seen from the 
latter section on family planning, though 
Ireing a be.st performing stale and having 
a high level of female.literacy, has not 
been successful in reducing its birth rale. 
Some clues could be obtained from the 
•decomposition’ of birth rate decline into 
various factors using the .standardisation 
technique. 


Taiiii l.S. I’miiDHrioN111 .Snmiisrn Wiimin 
WMII .Sl.\ CoMlllMIION Ol Cllll lIRkN 


.Niiinher iil 
CJliiliircii 

IVrcenlugr ol 
NtMS. 1980 

Sterilised Women 
NMIS. l9')2-93 

None 

1 0 

0.4 

1 Child 

3.4 

.5 8 

1 .Son 

4.t 

8 6 

No .Son 

24 

27 

1 Childicn 

UiO 

37.4 

2 Sons 

.>1.6 

55.2 

1 Son 

17 .S 

35 7 

No Son 

0.8 

9..5 

3 Children 

46.3 

70 5 

3 Sons 

63.6 

85 1 

2 Sons 

59 7 

82 7 

i Son 

30.6 

55 6 

No Son 

10 2 

20 0 

4+ ('hildrcn 

61.6 

83.3 

2+ Sons 

69 1 

77 6 

1 Son 

42 X 

65 6 

No Son 

2.5 0 

432 

Tolnl 

30 9 

4<i 2 


Taiiii It Iavhi v I’l annino Piihoiim^.mci , 1980. IV''2 ano Si rvk i .SiArisiii:, 


Indicators of Family 

Planning Aeee|)lam.c 


1980 



1992 93 


Rural 

Urban 

roi,ii 

Rur.il 

Uihaii 

Total 

CPR - all methods (survey) 

31.2 

.37 9 

33 4 

53 8 

.50 8 

52.6 

CPR - all methods 

(service slatislics) 

n.u 

n;i 

34.5 

na 

i.a 

3‘> 

55 .1 

CPR - Merihsation (siirsey) 

20.4 

32 0 

30 9 

50 8 

46 2 

CPR - slerilisiilioii 

(service statistics) 

n.ii 

na 

33 2 

IIU 

na 

41 0 


TABih 14: SocHCF.s or Sem v oi F-amii.y I’i.annino Memoirs 


Method Used 

NFMS, 

. 1980 

NFHS. 1992-9.3 

Private 

Ouvemmeni 

Private 

Government 

Sterilisation 

15 ,3 

84.7 

19.7 

80.3 

Female sterilisation 

na 

na 

22.3 

77.7 

Male sterilisation 

na 

na 

2.6 

97.4 

lUD 

60 6 

39.4 

.52.1 

47.9 

Condom 

76.9 

23.1 

78.1 

21 9 

Oral pill 

80 0 

20.0 

63.5 

.36 5 
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Decomposition Of Fertility Decline in 
Maharashtra, 1979-91 

The standardisation technique was 
applied to both the NFMS 1980, NFHS 
1992. It is recalled that the estimate of 
CBR for 1980 was 28.5. However, when 
the data were taken from indi vidual cards 
and adju.stments were made, the estimate 
of CBR comes up to be 29.8. The NFHS 
reports that the birth rate was 26.7 per 
1000. Thus, we have to explain the decline 
of 3.1 points in terms of the four 
components, namely, the proportion of 
women in the reproductive age span 15-49, 
the age .structure of the women within the 
reproductive ages, the proportion of 
married women and the ASMFRs. 

The proportion of women in the 
reproductive age span has increased from 
23.1 percent to 24.2 percent. The changes 
in this parameter occur on account of 
changes in fertility and improved survival. 
Increase in this ratio leads to a positive 
effect on fertility. The changes in the age 
structure arc not significant. As fur us the 
marital status composition is concerned, 
it is expected that the proportion of married 
should decline more sharply in the younger 
ages. But surprisingly it is observed that 
there is no change in proportion of married 
for the youngest age group, i e, 15-19, and 
also the decline is not remarkable for the 
next age group too. It was observed that 
there is no change in the age at marriage 
during the intervening 12 years. If the age 
at marriage increases, it reduces the 
proportion of married couples in the 
population, while with improvement in 
health condition, the incidence of 
widowhotxl declines, giving rise to the 
increase in the proportion of married 
couples. This ratio was 165 per 1000 in 
19ti0 and has increased to 169 in 1992. 
It means that the effect of reduction in 
widowhood has overweighed the effect of 
increase in age at marriage. In short, the 
changes in the nuptiality pattern arc in the 
direction of increasing the fertility. Lastly, 
the most important component, i e, age 
specific marital fertility rates has to be 
examined. It is observed that for the first 
age group the ASMFR has actually 
increased and for the second age group the 
decline is as good as none. In fact, the age 
group 20-24 is the one with peak fertility. 
Hence if the women in this age group u.se 
family planning methods in large 
proportion, sharp decline in fertility could 
be expected. The increase in the marital 
fertility rate for the first age group is 
remarkable and equally not expected. 
Although explanations can be given for 
this phenomenon in terms of i mprovement 


in women’s health, leading to reduction 
in foetal losses, withdrawal of taboos, 
reduction in breastfeeding, etc, the amount 
of increase observed in this case may go 
beyond the effect of above factors. In this 
connection, it is necessary to look into 
other probable reasons. 

Bhat comments, “A careful examination 
of the NFHS age data suggests the presence 
of continuous under-reporting of age in 
the range of 10-45 that resulted perhaps 
from a tendency of transferring women 
out of the lower end of the eligibility 
range. In reprrxlucti ve ages, the proportion 
of female population reported above any 
age is consistently smaller in the NFHS 
than the SRS. The deficit of females in 
the NFHS indicates that there was a net 
downward transfer of females across the 
age in the surveys. The average age dif¬ 
ferences shows that in the reproductive 
ages, the NFHS women at a given age are 
older by about a year than the SRS women 
reported at that age. Because the NFHS 
women are older, they have higher parities 
than the SRS women at the same reported 
age. Although the estimated agediffcrcnce 
may be small, it could still be critical at 
younger ages because of the steepness of 
the fertility function at these ages. If the 
NFHS fertility rate for ages 15-19 years 
actually refers to ages 16-20, it could easily 
explain a 50 per cent rise in fertility." If 
we assume Bhat’s argument to be true, we 
would be able to explain the unexpectedly 
high lertility rate for the ages 15-19. If an 
adjustment for 50 per cent rise is made. 


the adjusted ASMFR for 15-19 would be 
around 275, which would seem reasonable 
and its difference with 1980 figures could 
be explained by the factors mentioned 
earlier. 

However, for the purpose of decomposi - 
tion, the reported rates only are used since 
the adjustments cannot be probably done 
in exact terms. The effects of the fom 
components contributing tofertility decline 
(measured as decline in birth-rate) during 
1979-81 are given in Table 9. Coinciden¬ 
tally the observed change is also 3.1 pei 
1000. Thus it appears that the observed 
change is entirely explained by the fout 
factors. 

In this context, it would be worthwhile 
looking into any other studies on fertility 
transition in Maharashtra, which are based 
on the other sources such as SRS 
[Srinivasan 1994; Kulkarni and Kumai 
19951. According to Srinivasan, there was 
a decline of 7.5 points in the birth rate foi 
Maharashtra during 1972-89, out of which 
5.9, that is about 78 per cent of the decline 
that was explained by thcfourcomponents 
The decline in marital fertility explainec 
89 per cent, the changes in age structure 
10 per cent and changes in marital status 
composition explained 33 per cent. The 
changes in the proportion of women ir 
rcprexluctivc ages led to a positive con¬ 
tribution of 55 percent. The contribution* 
do not exactly ceimparc with our findings 
but it is not also expected, since firstly the 
period is different, lunger and the explainer 
decline is only 75 percent. It is presumet 


Tabi.k; 1ft: Appucation or- Boncaart’s Monti., 19H0-I992 


DiMcrmtnanl 

1980 

1992 

Ratio 

Proportionate Changt 

Cm 

0 78f)4 

0.6259 

0.7959 

-0.2041 

Cc 

0.6461 

0.4427 

0.6852 

-0.3148 

Ci 

0.6610 

0.7067 

1.0691 

-(-0.0691 

C’a 

1 

1 

1 

0 

TFR 

3.76 

2.86 

0.7606 

-0.2394 

TF 

11.2 

14.6 

1.30 

-(0.3045 

Tahil 17: Contraceptive PREVAiiucp amonc, Women by Education, Caste and Reliuion, 


1980 AND 1992-93 




NFMS 


NFHS 


Stcniisatiun 

Other Methods 

Sterilisation Other Methods 

Educational Level 





lllileraic 

33.4 

0.5 

55.1 

1.6 

bducal'on uplo 7+ 

29.9 

2.2 

47.8 

4.5 

8 to lOth Standard 

23.0 

10.4 

.34.2 

9.4 

Atxive lUth standard 

18.1 

18.6 

30.5 

23.7 

Caste 





Scheduled ca.stcs 

32.5 

1.1 

52.1 

3.0 

Scheduled IVibes 

27.0 

0.6 

46.7 

1.9 

Other castes 

32.2 

2.7 

45.7 

7.1 

Religton 





Hindu 

31.7 

2.2 

49.6 

5.7 

Muslim 

21.5 

3.0 

26.6 

8.6 

Others 

35.4 

6.2 

44.0 

7.0 

Total 

31.0 

2.5 

46.2 

6.3 


3070 


Economic and Political Weekly October 16-23, 1999 



that the unexplained part could be 
explained with the help of interactions but 
sometimes this unexplained part has 
assumed fairly large amounts. For instance 
in Karnataka, only 57 per cent of the 
decline is explained. In our opinion unless 
the explained contribution is above 90 per 
cent, nothing can be said about the role 
of various factors with confidence. 

Kulkami and Kumar's study (1994) for 
Maharashtra divides the period 1971-91 
into three phases of transition - 1971-77, 
1977-84 and 1984-91. Although, the data 
reveals that tliese three periods .shdw clearly 
distinct trends, namely, a sharp decline 
during 1971-77, increase in fertility during 
1977-84 and then a gradual decline during 
1984-91, in our opinion the sharp decline 
in fertility up to 1977, particularly during 
1976 and 1977 and the subsequent increase 
thereafter are not natural events, and hence, 
wc wonder how far such demarcations 
would be proper. 

Another comment on studies using SRS 
estimates would be that SRS rates during 
197()s suffered from underestimation. 
When special techniques are applied to 
measure the contribution of different 
factors, the extent of coverage has to be 
of similar order at the two points of time. 
The third phase 1984-91 in the study by 
Kulkarni and Kumar seems to be free from 
both the errors mentioned above. Further 
it also compares with the period covered 
by NFMS and NFHS. 

DlU'ERI.NI lAl S IN Fl KTll ITY 

After describing the trends in fertility, 
let us examine the differentials in these 
variables revealed by the two surveys. As 
mentioned earlier, the NFMS analysis is 
presented mostly in terms of CBR and 
mean pai ity and hence the differentials for 
1980 would be examined in terms of CBR 
and parity, while the NFHS differentials 
would be examined in terms of TFR and 
parity. Table 10 gives the data on CBR 
differentials by caste and religion for 1980 
and TFR differentials for 1992-93 The 
notable finding that emerges from this 
comparison is that the Hindu-Muslim 
differentials have increased quite 
significantly. It would be clear from the 
section on family planning performance, 
the programme has been performing at 
almost the same level in rural and urban 
areas and there is very little differential 
in the performance of various castes but 
the differential between Hindus and 
Muslims is still very wide. Under the garb 
of personal law. the Muslims are desisted 
from using contraception and hence, the 
wide gap. Even for differentials by 
residence and caste, it could be said that 


they should have reduced over time with 
the expectation that as the FP programme 
progressed, it should cut across ull the 
demarcations in this society. In Table 11, 
mean number of children ever bom has 
been compared for women with ditferent 
educational uttamments from the two 
surveys. Although the educational 
categories are slightly different, a broad 
comparison is possible. It is found that the 
trends are similar. Not only the trends but 
also the values of parities do not dificr 
much between the two surveys. 

Regionul variations: On the basis of the 
proportion of urban and rural population, 
some rough estimates were obtained lor 
birth rates of rural areas using Bhal's 
estimates. It was observed that the rural 
areas of western Maharashtra had a 
birth rate of about 27 (ler thousand popu¬ 
lation, Maiathwada had a birth rate ol 
about 36 and Vidarbha about 29 in 1987. 
('ompared to the N FM.S estimaies in 1980, 
these estimates show different orders of 
decline. 

The above estimates fairls tally with the 
estimates we had obtained fromoui surveys 
for some distiicts. The average birth rate 
for western Maharashtra from our surveys 
was 28.3 for 198.‘i-88 and for Marathwada 
it was 34 for 1989. Our survey of the 
Marathwada region shows that the region 
is lagging behind the other regions on both 
coutits - the demand for F'P methods and 
the efficiency of provision of FI’ services. 

Family Pi.annin(J 

Inlormation about FP and use of contra¬ 
ception is of practical u.sc to policy makers 
and programme administiators for 
formulating policies and stiategies. 
Detailed inlormation was collected in both 


the surveys in respect of knowledge, 
practice, source of supply, the 
characteristics of the acceptors, reasons 
for non-use, future intentions, etc. 

It is needless to mention that R D Karve 
from Maharashtra w as the pioneer of the 
FP programme in Maharashtra. In 1970, 
Maharashtra (Kcupicd second position in 
FP |x*rformancc next to Punjab with 17 
per cent of the women being acceptors. 
However, from 1974 to 1985 MahariLshtra 
stayed at the top with more than 50 per 
cent of the couples protected. It was 
followed by Punjab, flaryana and Ciujarat. 
In our judgment with the introduction of 
cu-r in the piogrammc. Punjab surpassed 
Maharashstra. Also Kerala and Tamil Nadu 
surged ahead us Maharashtra lost its rank 
duiing last 10 years. From the data for 
19K()-92. the slow progrc.ss of the F’P in 
the state can be guaged. 

In 1980, the jx.‘rccnlugc of protected 
couples was 33.4, which has increased to 

52.5 in 1992-93. In 1980 the urban 
performance was slightly Irettci than the 
rural performance ( Table 13). But in 1992, 
thanks to the ellicicncy of the FP 
deparimeiu aiul its network of PIIC’s, the 
rural perjormance has surpassed the urban 
one. .Still aftei 12 years, the contribution 
of spacing methods is not icmarkablc. The 
pcriormunce injijHtcing has increased from 

2.5 to 6.4 only. As a check on the quality 
of data let us compare these ligurcs with 
the .seivice statistics. According to the 
service slati.,iics the percentage of couples 
protected was 34.5 loi 1980 and 55.2 for 
1992. The differences between service 
statistics and surveys are not significant. 
However, if wc examine the prevalence 
by methods, the iliffcrences widen. For 
example, the jietlormaticc of sterilisation 


r.Miil 18: Rluionai r.siiMAir.s III Pamii v I’i.anmm. At 11 I'IANu 



f’crecniagc ol Coiiplcs Cuiicnlly I’ciecnlagc til Couples I'.lleelivcly 
Using Ciiniraeepnon t’riilei tfti 

t9iilL . . 1992 VJ_ 

Slcrilisalioii 

All Mclhotls ! 

Sieiilisatiim 

All Mclhiids 

Rural Weslcin Maharashlra 32.4 

13 3 

45 3 

.59.3 


Kuial Vidiiibha 

32.3 

13 2 

45,0 

60.7 


Rural Maratliwailii 

21 8 

22 4 

37 3 

50 0 


Rural Maharashlra 

30.4 

31 2 

43.6 

.57.7 


TaUII 19 COMCARArlVL [)AIA tiN AMINAIAI. C’aKI aNIi I.MMIINISAII(jN (H 

Cllll OKI N, 



1980 A.NI1 1992-9.3 






Nf-MS 


NFHS 



Rural 

Urban Total 

Rural 

Urban 

Total 

Antenatal Care 






ANC at home 

0.9 

() 0 0.7 

20.7 

1.0 

13.0 

ANC uulMcle 

15.4 

82.7 36.0 

.57.5 

89.2 

69.8 

No ANC 

83.T 

17 3 6.3.3 

21,8 

9.8 

17 2 

Immuttxatton of children 






BCG 

2,3 7 

70 3 39.5 

8/ 2 

86.3 

86.9 

Triple 

17 3 

39.1 23.8 

81.6 

84.1 

8.3.1 
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is 46 per cent according to the NFHS, 
1992, while service statistics report it as 
41 percent and the performance of spacing 
methods is about 6 per cent according to 
survey and 14 per cent according to service 
statistics. The reasons are obvious. The 
incompleteness in registration of 
sterilisation carried out in private sector 
in the service statistics, while the over¬ 
reporting of u.se of spacing methods in the 
service statistics is an established practice 
[ Visaria, Visaria and J ai n 1994; Zachariah 
et al. 1999]. 

Having assured ourselves about the 
genuinity of the reported performance, it 
would be interesting to examine the trends 
in other related characteristics. The 
1992-93 NFHS shows that female 
.sterilisation is the best known, followed 
by male sterilisation, lUD, oral pill and 
lastly the condom. In 1980, the levels of 
knowledge were quite low (15-20 percent) 
for spacing methods. During 12 years, the 
levcisof knowledge have risen remarkably. 
But it is surprising to note that the simplest 
contraceptive like the condom is known 
by only 57 per cent of the women. The 
simple reason behind this is that it is a male 
method, while most of the FP acceptors 
happen to be females. 

Regarding the source of supply it was 
observed that in 1980, 75-80 per cent of 
the users of condom and oral pills had 
btjught these from the chemist, while in 
case of lUD the contribution of private 
hospitals was 60 per cent (Tabic 14). In 
1992, the contribution of the private sector 
in case of condom has remained same, 
while for oral pills and particularly for 
lUD the role of government has increa.sed. 
Both these observations indicate the 
government’s increasing role towards 
propagating female melhodsof FP. In case 
of sterilisation the share of private sector 
has increased from 15 to 20 percent. Even 
in urban areas the share has not increased 
significantly indicating that currently, the 
government is the main caterer to needs 
of FP despite people fast losing their faith 
in the government. 

Characteristics of the acceptors-. Since 
1980 the proportion of users of spacing 
methods was very low, the report contains 
detailed information about only sterilised 
couples. Hence the comparison of the 
characteristics would be done only for the 
sterilised couples. The age at sterili.sation 
and the number of the living children at 
sterilisation are important to indicate the 
probable impact of the performance. In 
1980. only 15 per cent of the sterilised 
couples had wife’s age below 24 years. 
This percentage has increased to 45 per 
cent. The median age at sterili.sation has 


come down from 30 years to 25.6 years. 
This points towards a substantial decline 
in fertility as a result of adoption of terminal 
methods at a younger tige. However, this 
would be true only if a similar trend is 
observed in ca.se of number of living 
children at sterilisation. 

In 1980, the percentage of sterilised 
couples with more than 3 children was 90, 
while for 1992 it has reduced to 80. This 
reduction is not as impressive as the 
reduction in the median age at sterilisation. 
What are the reasons for such lack of 
consistency? Clearly, the norm about 
desired number of children and that too 
sons, has not have reduced. As regards the 
di.stribution of sterilised couples by number 
ofsons, we find that in 1980, the percentage 
of sterilised couples with one son was 19 
and it has increased to 30. But at the same 
time, the percentage of sterilised couples 
with no son was 2.4 and has increased to 3. 
These figures clearly indicate a preference 
for son. In this connection, some additional 
information regarding the sex-composition 
of the children of the sterilised couples 
was compiled for the two surveys and is 
given in Table 15. 

In 1980 among couples with only one 
child the percentage of the sterilised was 
3.4, while the percentage of the sterilised 
having one son was 4.3. These percentages 
for 1992 have become 5.8 and 8.6 
respectively. The percentage of the 
sterilised with two children was 16.6 in 
1980 and has increased to 37.4 in 1992. 
The increase is substantial. But if wc 
examine the data with respect to .sex- 
composition of children, we find that the 
increase is almost contributed by increa.se 
in the proportion of the sterilised with two 
sons. 'The proportion of sterilised couples 
with two sons has increased from 21.6 to 
55.2. The same for two daughters has 
increased only from 6.8 to 9.5. The 
tremendous gap between the performance 
with sons and daughters patently discloses 
the preference for son in Maharashtra. 
This could be the condition in other states 
also [Irudaya Rajan, Mishra and Vimala, 
1996]. Hence, we looked into the NFHS 
data for all other states and when wc 
compared our data with those for a state 
like Tamd Nadu, which has a similar 
fertility level in 1980 and has many other 
characteri.stics like female literacy of 
similar order as that of Maharashtra, we 
were surprised to find that in Tantil Nadu, 
the percentage of the sterilised with only 
two sons was 50, while that with only two 
daughters was as large as 30. Why should 
Maharashtrians long for sons so intensely? 
In this connection wc would like to draw 
attention to various conjectures put forth 


by different demographers for the recent 
success in Tamil Nadu. Some of them 
explain it in terms of social capillary theory. 
The high aspiration about children lead 
the parents to keep the family size under 
control and these aspirations might be a 
fall out of the exceptionally large 
proportion of Tamilians watching movies, 
which present omnipotent heroes. We do 
not quite agree with the ‘movie hypothesis’ 
but the combination of aspirations coming 
out of higher literacy and poverty 
representing the incapability to bring up 
bigger family could have led to the rising 
acceptance of FP. In this context an 
interesting study by Krishnamoorthy and 
others (1996) based on focused group 
di.scussions and indepth interviews looks 
for the causes of fertility transition in 
Tamil Nadu. The di.scussions do not 
indicate any significant role for political 
mobilisations. Rather aspiration for good 
quality of life for children seems to be the 
answer. Different groups in the society 
aspired for small families for differenf 
reasons. The urban upper classes tried to 
maintain their social and economic status 
against the social awakening cau.scd by the 
Dravidian movement and the re.servation 
policy of the government in education and 
employment. The large middle class, 
because of better transport network could 
get access to the benefits of development 
and hence aspired for few educated children 
against more uneducated children. Lastly, 
for those in the lowest rung, awareness 
aTtbut their rights and opportunities for 
upward mobility, made it necessary to 
limit the family size. 

Bhat (1995) has explained the Tamil 
Nadu phenomenon not in terms of luck of 
preference for son but the fear of begetting 
daughters in the process of waiting for a 
son. The exorbitant dow ries and the cost 
of education of a girl naturally creates 
such fears and hence leads to termination 
of childbearing at lower parity. On the 
other hand the situation in Maharashtra is 
quite different. The rural areas of 
Maharashtra might be better than the rural 
areas of Tamil Nadu and dowry is not a 
stumbling block in settlement of marriages. 
Hence, the Maharashtrian couples can 
afford to bear daughters before begetting 
a son. According to Arnold’s measure of 
excess of births due to gender preference, 
Maharashtra stands at 14.6 percent, while 
this measure is about 6.8 per cent for the 
south Indian states. The measures for 
Punjab, Haryana and Himachal Pradesh 
are above Maharashtra. To sum up, though 
the performance of FP has risen sub¬ 
stantially, in quantitative terms, it has not 
improved qualitatively. 
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Bongaart’s Model 

In continuation of our efforts to explain 
the decline in fertility during 1980-92, wc 
have applied Bongaart’s model of proxi¬ 
mate variables. Bongaart's has demon¬ 
strated that 96 per cent of the variance in 
the fertility levels is explained by four 
proximate variables: cm - the proportion 
of married females; cc - the prevalence 
of contraceptive use; ca - the incidence 
of induced abortion; and cl - the fertilit> 
inhibiting effect of breast feeding. 

In this formulation, the TFR is expressed 
as the product of four factors and the total 
fecundity rate (TF). We have applied this 
model to data for both 1980 and 1992 and 
have tried to assess the relative contribution 
of different variables. In absence of tiata 
on induced abortions wc have assumed no 
change in the effect on account of induced 
abortion. Table 16 gives the results. It is 
observed that the decline in fertility due 
to contraception is substantial but is 
counteracted by the increase in fecundity 
rates represented by TF. The TF has 
increased from 11.2 to 14.6. These 
estimates are not foolproof since the model 
has limitations and the effect of induced 
abortions has not been considered at all. 
But in our opinion, .since the changes in 
factors giving rise to increase in natural 
fertility have been observed in Maharashtra 
there is a jKissibility of increase in TF. For 
instance, although it could not be proved 
with evidence, the incidence of spon¬ 
taneous foetal los.ses must have reduced, 
giving rise to increase in the number of 
live births. Bongaart’s model takes into 
account only the induced abortions with 
a vie w to consider t he contraception among 
the women with induced abortion. 

Further, the reduction in post-partuni 
amcnorrhoea. which to an extent is 
lepre.scnted in the index of lactational 
infecundity, would also give rise to 
exposure toconception and hence the value 
of TF. On the basis of NFMS anu NFllS 
we would get some account of the dccrea.se 
in the duration of post-partiim anienor- 
rhoea. It is observed that the duration has 
decreased from 11.8 months to 8.5 montiis. 
In short, there are some '.actors which give 
rise to increase in fecundity rate and which 
have shown significant changes over time. 
The application of Bongaart’s model has 
shown that there are some factors which 
have led to rise in the fecundity of the 
women. In brief, the in-built momentum 
for maintenance of fertility levels has 
counteracted the efforts for decline in 
fertility and hence visible declincin fertility 
in Maharashtra appears to be low in view 
of substantial contraception. 


In this context, the question arises as to 
how Tamil Nadu at same level as of 
Maharashtra did not face problems due to 
fertiliiy inhibiting factors. Kulkarni { 1995) 
has applied Bongaart's model to the data 
for Tamil Nadu for the period 198,t-92. 
and arrives at implied values of TF as 11.1 
and 10.9 births per woman, implying that 
there IS no counteracting force against 
decline in fertility. We do not have any 
direct evidence in support of this 
obseivatioii But we would like to argue 
out the ease of negligible decrease in f(X*tal 
losses in Tannl Nadu. As against six per 
cent loctal losses and still births foi 
Maharashtra. Tatiiil Nadu has this 
percentage around 11. Similarly the 
proportion ol iiilecund women is higher 
ill Tamil .Nadu. It inleeundity is defined 
as the proportion of childless women of 
ages40-49, then it is .V1 percent forTaiiiil 
Nadu and 1.8 pei cent for Maharashtra. 
Thus, as a conjecture, we could say that 
the apparent failure of Maharashtra as 
against the success of Tamil Nadu couhl 
mainly be due to the differential nature ol 
the fertility iiihihiinig factors in the two 
states, it does no! mean that there is no 
scope for inipiovement in the I P 
programme 111 Maliaraslitia. liffoitssliould 
be made to motivate couples to reduce 
their preference foi stin. There could be 
doubts as to whether this comes under the 
activities ol the tamily planning 
programme but its lliC component could 
.lie directed towards this. Unless the son 
prefcieiice reduces, significaiit progress 
in the performances docs not seem to be 
a po.ssibihty in near future. 

DiII I KI'.NTIAI.S in FAMIt.Y Pl.ANMNl. 

PllKIORMANt'E 

The trends in the differentials in family 
planning acceptance for different groiijis 
would leveal the changes m the spread of 
FP programme in various strata of the 
state. The three prominent social charac 
tcristics aie religion, caste and education. 
The dilferentials by ca.stc and religion and 
changes over time reveal the hold or 
absence of il, of the .social institutions 
while the changes in differentials by 
education would show the changing 
influence of education on acceptance of 
FP mctlKids (see Table 17). Generally 
younger women arc more educated but 
since they have yet to complete their 
families, they do not use family planning. 
Tlie older women, who on the other hand 
have completed their family sizes, lack 
knowledge and awareness. This pattern 
changes with rising use of spacing methods 
and awareness among illiterate women 
In Maharashtra both these developments 


have taken place and hence we do not find 
any difference between prevalence rates 
of illiterates and educated. 

As far as the effect of religion is 
eoneerned, Ihe gap between Hindus and 
Muslims has w idened. riic ratio of CPR 
for Hindus to Muslims has increased from 
1..I8 to 1.57 during 1980-1992. In any 
development programme, as it prtK'Ccds, 
all the lagging groups get involved and the 
disparity reduces. In case of Muslims, the 
gap widens, showing that Muslims have 
not been sufficiently involved in the 
programme. 'Ilicre is no need to elaborate 
on the icasons foi this observation. 
Interestingly, the cask' differentials with 
regard to FP have reduced over time. The 
scheduled castes have come on par with 
othci castes, while scheduled tribes arc 
somewhat behind in an option of FP 
methiKls. The ratio of CPR for other castes 
to that of the tribes has reduccil from 1.26 
to 1.0^). In this context let us examine the 
trend in regional variations. Since in 
Maharashtra the differences between rural 
and urban performance are not w'ule, wc 
can compare the rates lor rural aieas in 
1980 with rates foi eniiie areas ol 1992. 

Regional varuititmw To repeat, the 
NFMS has given esiimates by ruial region 
and urban /ones. II we could gel the 
e.stimalcs ol evniraceplivc prevalence by 
legion lor 1992, it would indicate Ihe 
regional progrc.ss in the field ol 
contraception. The eValm.iioii and 
intelligence division of Ihe ministry of 
health and laniily wellare has given 
estimates fordisiriclsofcouplesclfectivcly 
prolecied tsecTable I8 l It is seen that the 
regional ga|>s have been reduced us fur us 
piaciice ol conliaception is concerned. 
Thanks to the bureaucratic eflieicncy, the 
.SCI vices have reached even in the interior 
arcus ol Maharashtra. 

Maternal care indwators - ante-natal 
care: Ante-natal cjirc refers to pregnancy 
related health care provided by a dcK'tor 
or a health worker in a medical lacility or 
at home. Ante natal cure can contribute 
significantly to the redi>clion of maternal 
morbidity and mortality liccau.se it includes 
advice on diet and the provision of iron 
and folic acid tablets to pregnant women. 
In the NI'HS each woman who had a live 
birthduring preceding four years was asked 
details about the health workers' ante¬ 
natal visits. The number of ante- natal care 
visits and timing cl the first ante-natal 
check-up arc important for the health of 
the mother and outcome of the pregnancy. 
Ideally, for normal pregnancies, ante-natal 
care visits after confirmation of pregnancy 
should be scheduled at intervals of four 
weeks until the last month and weekly 
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thereafter. However, it is often difficult 
to observe this schedule. Under these 
circumstances, a minimum of four ante¬ 
natal visits are recommended, one each 
during the third, sixth, eighth and ninth 
months of pregnancy. 

in India, the tetanus toxoid immunisation 
programme for expectant mothers was 
initiated in 197S-76 and was integrated 
with the expanded programme on 
immunisation (FiPI) in 1978. In 1986, the 
universal immunisation programme was 
started with an important objective to 
protect all pregnant mothers against 
tetanus. Provision of iron and folic acid 
tablets to pregnant women as prophylaxis 
against nutritional anemia forms an integral 
part of MCH activities in India, it is 
recommended that a woman should take 
100 tablets of iron and folic acid during 
pregnancy and the health workers arc 
instructed accordingly. In NFHS, detailed 
information was collected regarding place 
of delivery, attendance at delivery, ante¬ 
natal visit, etc. But NFMS, 1980 had very 
limited information on items, regarding 
registration for ante-natal care, rea.son for 
no registration and visits by the government 
workers (see Table 19 for details). 

In 1980, in rural areas where only 16 
percent of ihe women had registered, only 
1 per cent of the cases the government 
workers had paid visits. Further, the main 
reported reason for no registration was ‘no 
need’ in case of 50 per cent of the cases. 
For urban areas the |iercentagc of registered 
cases was as, high as 8.1. In 1992, the 
picture has changed altogether, 'Fhanks to 
the UIP, even in the rural areas, 78 per 
cent of the women arc getting antenatal 
care, while in urban areas, 90 per cent of 
women getting ante-natal care. In short, 
the government of Maharashtra has 
attained tremendous success in the health 
programme for mothers and children. 

Si.MMiNCi Up 

The present paper has attempted to 
evaluate the demographic transition in 
Maharashtra since the t950s. The study 
is divided into two parts. First part deals 
with the transition during the pre 1970 
period; while the second part deals with 
the transition in the post-19'’() period. The 
data for the pre-1970 period have mainly 
been taken from the fertility surveys 
conducted by the Gokhale Institute. Pune. 
They provide two interesting data sets, 
which enabled us to examine the fertility 
transition in rural and urban areas of 
Maharashtra. 

The National Fertility and Mortality 
Surveys Conducted in 1980 and the 
National Family Health Survey conducted 


in 1992 provide us an opportunity to access 
the demographic trends during these 12 
years. This study has special importance 
since Maharashtra, in spite of its high 
contraceptive prevalence is showing very 
moderate decline in birth rate. The reasons 
for such stalling of birth rale decline could 
be identified with the help of these two 
statewide surveys with adequate gap. The 
information on birth and death rate and 
contraceptive prevalence could otherwise 
be obtained from SRS and the .service 
statistics. However, the surveys are 
expected to be more reliable and have 
inFirmation on various other related items, 
which probably could not be obtained 
from SRS or service statistics. 

The comparison of birth rate and TFR 
for the two points of time revealed only 
a moderate decline of .1 points (from about 
30 to 27 per 10(X)) in the birth rate and 
a decline of 0.9 points in TFR. The 
decomposition of birth rate into factors 
such as age structure, marital status 
composition, marital fertility and the 
proportion of women of reproductive ages 
led us to conclude that the slow pace of 
decline in birth rate is due to fairly large 
contribution of factors leading to increase 
in fertility. 

It is recalled here that the transition 
during 1954 to 1966 had an effect of fall 
in the incidence of widowhood, which 
was the influence of rapidly declining 
mortality rates during the 195()s. Now, for 
the transition during I98()s. we again find 
that the effect ot factors leading to increase 
in fertility is quite signiftcant. In this case, 
these factors are in the form of reduced 
foetal losses, les.ser childlessness and 
reduced breast-feeding. These are closely 
related to the reproductive health of 
the woman. Thus, we find that the transi¬ 
tion in the earlier period was affected by 
overall better survival, while for the latter 
period, better reproductive health could 
be the main factor leading the increase 
in fertility. 

If the state desires to accelerate the 
decline in fertility, obviously, it cannot do 
anything with respect to the effects due 
to improvement in health and hence it has 
no other way other than strengthening the 
lEC com. onent of the family welfare 
.services through which the couples could 
be motivated in a desirable direction. 
The current target free approach is try¬ 
ing to improve the programme qualit¬ 
atively. But it is too early to speculate 
about the succe.ss of the new approach. 
We hope that proper steps are taken and 
once again Maharashtra reaches the top 
position befitting the pioneering work by 
R D Karve. 
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Reproductive Health Information in India 

What Are the Gaps? 

Shireen J Jcjecbhoy 

Although the NHFS has succeeded in updating and enhancing our data base, it has not been able to address 
lome major reproductive health issues that lend themselves to being dealt with in large surveys. Among 
them, maternal health status and morbidity, and their correlates; {paility of care concerns and women's 
ability to exercise reproductive choice are areas where data gaps continue to exist. 


THE current focus on repnxluctivc health 
in India marks a global recognition that 
reproductive health needs have been largely 
neglected and that the consequences of 
this neglect have been profound, 
particularly for women. It also marks a 
recognition of the need to re-orient India's 
traditional population programme to go 
beyonddemographictargets.conlraccptivc 
prevalence, and female sterilisation, to 
a more com-prehensive focus on re¬ 
productive health needs and services, 
particularly those that respond to re¬ 
productive health needs in ways which 
are sensitive to the socio-cultural con¬ 
straints women and adole.sccnt girls face 
in acquiring services and expressing 
health needs. 

Despite the interest in reproductive 
health in India, and despite major national 
level data gathering exercises, information 
on the reproductive health situation 
continues to be incomplete and patchy 
[Jejeebhoy 1997| A major limitation in 
addressing reproductive health needs has 
been the paucity of good data. The objective 
of this paper is to summarise the con¬ 
tribution of the recently concluded National 
Family Health Surveys (NFHS) to en¬ 
hancing what is known about reproduc¬ 
tive health and choice in India; and to 
highlight the considerable data and 
information gaps that remain. 

Ri-i'Roductivi: Health: the Sitha tion 
AN n Data Gaps , 

The NFHS was undertaken with the 
principal intention of providing state- and 
national-level estimates of fertility, infant 
and child mortality, the practice of family 
planning, maternal and child health care 
and utilisation of services provided for 
mothers and children, rather than 
reproductive health more generally |IIPS 
1993], The survey has generated a wealth 
of national- and state-level data in these 
areas. Yet, from a broad reproductive health 
perspective, the contribution of NFHS has 
been quite limited: for assessing many 


aspects of reproductive health, data are 
simply unavailable; lor others, we continue 
to rely on indirect estimates or small 
community level investigations. Below 1 
discuss various aspects of ic-productivc 
health in India, the available data, their 
sources, and continuing gaps. 

Safe, effective, aifordahle and uecep- 
lable methods ofjamilvplanningqf choice: 
By far the most comprehensive data 
available in India peiiain to contraceptive 
behaviour. While data on family planning 
have traditionally been available through 
programme statistics and regular surveys, 
the NFI I.S has provided additional insights 
into contraceptive levels ami trerids, as 
well as on the quality of the conti aception 
experience. Much can be gleaned from 
NFI IS data on conti aceplivc behaviour: 

Mtire than two in five couples in the 
reproductive ages currently u.se a method 
of contraception. C’onsi:%teni with 
programme priorities that have largely 
Ignored both non terminal female methods 
and especially male methods, two out of 
three of these contracepting couples arc 
protected by female sterilisation, and 
almost nine out of ten by a female method. 
As a result of the emphasis on tciminal 
contraception, young and low parity 
women remain unprotected from repeated 
and closely spaced pregnancies: only 16 
percent of women ticlow 30 practise any 
form of contraception, compared to 35 per 
cent of all women aged 30 to 44. 

Awareness of at least one methorl of 
fertility control - almost always female 
sleriIi.sation--isvirtuallyuniver.sal (% per 
cent), but two-thirds of fewer women arc 
aware of non-terminal methods. Unmet 
need for contraception remains relatively 
high (currently manied women who want 
no morechildren but arc not using a method 
of contraception). As many as one in five 
couples report an unmet need (20 per 
cent); one in ten (9 per cent) has had an 
unwanted birth, and one in seven (14 per 
cent) a mistimed birth. 

Tlic NFHS has gone far beyond other 
fertility surveys in providing information 


on the contraceptive experience. The two 
important information oapsulcs arc: (a) 
side-effects arc suffered by between onc- 
fifth and one-third of all users; side-effects 
range from low back pain, to menstrual 
disturbances, to general weakness; (b) 
health (15 per cent), and menstrual (7 per 
cent) disturbances, and mcthiHl failure (5 
per cent) represent the leading reasons for 
method dis continuation (after desire to 
become pregnant). Discontinuation also 
occurred for personal rea.sons: lack of 
sexual satisfaction (2 |rereent); method in¬ 
convenience (3 per cent); and dislike of 
method (4 per cent). 

There is no doubt (hat the NFHS has 
expanded and updated what we know about 
contraceptive bciviviour. But data ga|\s 
persist, particularly in the area of informed 
choice. For example, few data enable 
assessment of the extent to which women 
arc lully informed tif the irray of mcthixls 
from which to choose, or their potential 
side-effects, liven less is available on the 
decision-making procc.ss, both vis-a-vis 
the family, and vis-a-vis the provider. A 
major limitation of the NFHS is its inability 
to address such critical issues as the extent 
to whicli women exercise choices in these 
mailers, \v iilioutcoereion; whether women 
actually obtain a method of clioicc; and 
the constraints that the average woman or 
man faces in seeking contraceptive and 
fol low- up .services. For these kinds of data, 
we continue to rely on small, and mo.stlv 
m-deplh, qualitative studies. 

.Safe child-bearing and access to 
appropriate health-care services: A 
se ond major contribution of the NFHS 
IS in expanding and systematising what we 
know about maternal mortality and health, 
and access to ante-natal, and delivery 
services. It has also succeeded in going 
beyond other retrospective data gathering 
exercises by obtaining data on one aspect 
of maternal morbidity, namely compli¬ 
cations at the lime of delivery. 

For one, data from the NFHS reiterate 
the fact that maternal mortality levels in 
India remain among the highest in the 
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world - 437 per 100,000 birth.s (448 and 
397 in rural and urban areas respec-tively).' 
Other estimates suggest ratios of 555 per 
100,000 li ve births | Bhai et al 1992). gi vi ng 
rise to the suggestion, however, that NFHS 
estimates of maternal mortality should be 
taken as a lower limit. 

Neo-natal mortality or mortality in the 
first 28 days of life is also disturbingly 
high in India: 52.7 per 1,(XX) live births 
lllP.S 19951. More than three in five infant 
deaths occur during the neo-natal period; 
moreover, while infant mortality during 
the post-neonatal ages has been declining 
rapidly, declines in neo-natal mortality 
have been more sluggish. 

Also contained in the NFHS is 
considerable evidence suggesting that 
access to ante-natal and delivery services 
in the NF'HS is far from universal. Few 
women have access to ante-natal care: 
only two-thirds of all women (and two in 
five rural women) had received even one 
ante-natal check up from a doctor or other 
health professional; only 54 percent were 
fully immunised against tetanus, and only 
51 percent received iron supplementation. 
Access to safe delivery is equally poor; 
two out of three Indian women continue 
to be delivered by untrained attendants, 
and three in four arc delivered at home, 
usually in unhygienic conditions. 

For the first time in a survey of this 
nature, the NFHS provides evidence on 
one aspect ol maternal morbidity, i e, 
complications al delivery. The results 
suggest that 12 per cent of recently 
delivered women experienced one or more 
complications at delivery. This is very 
likely an under-e.stimate of complications 
at delivery, judging from rates ol 18 per 
cent ob.served in the recent in-depth study 
of obstetric morbidity in Karnataka [Bhatia 
and ('leland 1994], and from the fact that 
there was little probing of conditions that 
arc well known to he perceived as ‘a 
woman’s lot’ (see, for example, Koenig 
and others 1996 for biases). Never-iheless, 
it offers some valuable insights, by state, 
into an important but neglected dimension 
of obstetric health. 

Notwithstanding the.se achievements, 
major data gaps remain. The most serious 
gap is the absence of data on morbidity 
in the ante-natal, and post-natal periods. 
Data stop short of providing the full picture 
on women’s obstetric health status, and 
the available data on reported 
complications at delivery grossly under¬ 
estimate overall levels of maternal 
morbidity. For estimates of maternal 
morbidity, we must continue to rely on a 
few existing community based asses¬ 
sments that have addressed ail three 


periods, and .suggest considerably higher 
rates of maternal morbidity: 41 per cent 
in a study in Karnataka [Bhatia and Cleland 
1994], and 30 per cent in a prospective 
study in Rajasthan [Datta and others 1980]. 
Although un-doubtedly, questions on 
reproductive morbidity do not lend 
themselves easily to large-scale surveys, 
it is po.ssible - as shown even by the NFHS 
- to collect useful information on certain 
conditions at delivery. Such observable 
symptoms of morbidity in the ante- and 
post-natal periods as bleeding, swelling of 
feet, weakness (anaemia), fever,discharge 
and so on, with appropriate probes, can 
presumably be incorporated, with equal 
success, into more detailed studies of 
maternal morbidity [see, forexample, Figa- 
Talamanca 1990). Moreover, health 
surveys can elicit data on cause-specific 
morbidity with culturally appropriate 
questions for a number of conditions. 
Although retrospective community-based 
studies face problems of recall, and must 
rely on self-reported symptoms which can 
often under-estimate true levels of 
morbidity, they provide a more reliable 
profile of maternal health than hospital- 
based studies do. 

Also neglected in the NFHS arc data on 
women’s circumstances during pregnancy, 
child-birth, and the post-partum period. 
Although it is well known that diet and 
feeding patterns, work-loads, rest, and 
conditions at delivery have a strong 
inll uence on maternal outcomes and healthy 
we must rely on a handful of relatively 
small studies, such as those conducted in 
Karnataka and Rajasthan [Bhatia and 
Cleland 1994; Datta and others 1980] for 
these insights. And although the NFHS 
carefully documents whether and how 
often ante-natal care was received, the 
content of such care is not addressed. 

Abortion and access to safe and 
affordable services: Despite the fact that 
abortion has been legal in India for over 
20 years, reliable data on the prevalence 
and patterns of induced abortion continue 
to be sparse, and we continue to rely on 
indirect estimates. While the NFHS did 
enquire about women’s experiences of 
induced abortions, results - that no more 
than 1 per cent of all recent pregnancies 
terminated in abortion - are a gross under¬ 
estimate of abortion experience. For 
example, indirect estimates suggest that 
five to SIX million abortions continue to 
be performed annually; of thc,se, only about 
0.6 million abortions are performed under 
the health services network [UNICEF 
1991; Chhabra and Nuna 1993]. Other 
survey data also suggest that complica¬ 
tions resulting from unsafe abortion exact 


a heavy toll, and constitute a major 
source of reproductive mortality and 
morbidity; according to SRS data, over 10 
per cent of all maternal deaths are due to 
abortions. 

Huge data gaps persist in the area of 
abortion in India. The gross under¬ 
estimation of induced abortion in the NFHS 
and other demographic surveys highlights 
the observation that induced abortion is 
a sensitive topic and cannot always be 
reliably elicited through such questions a.s 
‘have you ever had an abortion'.'’ and ‘how 
many abortions have you had?’ Although 
large surveys like the NFHS may not lie 
the best design to elicit detailed data on 
induced abortion, future NFHS surveys 
would do well to ask more than a single 
question on experience of abortion in a 
non-threatening manner (for example, were 
you ever pregnant when you did not want 
to be; what did you do) probe long birth 
intervals, and .so on, to obtain more 
comprehensive information on the 
incidence of abortion [.sec for example 
Huntington 1993]. 

A second major gap in data relates te 
awareness of the legality of abortmn 
Despite the fact that abortion has beer 
legal in India for over twenty years, noi 
much IS known about the extent ol 
awareness of the legality of abortion, ol 
unrestricted abortion or about legal 
facilities. Although the NFHS inquirer 
about awareness of legal minimum age ai 
marriage, it has neglected to inquire aboui 
a law that has equal implications foi 
reproductive health. 

Third, aside from the prevalence am. 
awareness of abortion, urgently needei 
are data on the socio-cultiiral context o' 
abortion - undoubtedly beyond the scope 
of large surveys such as the NFHS. Fai 
more appropriate here would be smal 
.scale community-ba.sed surveys. Thc.se car 
be flexible, com-bining both quantitativt 
and qualitative methods, and inquirin) 
about induced abortion from women 
providers and others in more than acasua 
way. More information is needed on hov 
and where abortion is conducted, wha 
methods are ulili.sed, costs of abortion 
and so on. Also needed arc data on comp 
lications irom abortion, their nature, thei 
treatment and costs. Finally, data are needer 
that examine the constraints women fact 
in seeking MTP services. Many hypothcsei 
have been raised in the literature, includinj 
lack of accessibility, ignorance of lega 
services, costs, and impersonal ant 
intimidating abortion services and care a 
approved centres. 

The capability to reproduce -infertility 
The singular focus on fertility control n 
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India has resulted in the neglect of 
infertility, a serious re-productive health 
concern, with serious implications in terms 
of determinants and consequences. Just as 
the pro-gramme has neglected the subject. 

also, available data from the NFHS and 
other surveys are sparse; data from the 
1981 census [ministry of health and family 
ivelfare 1990] and a village level study in 
Maharashtra (Bang et al 1989] suggest 
.hat infertility may be in the range of 6 
oercent-? percent of couples. The NFHS, 
jnfortunately, sheds little light on this 
:s!iue, other than estimating chiidiessnc.ss 
IS 2.4 per cent among married women 
over 40. and providing little insights into 
he situation among younger couples 
■narried for a given number of years. 

Aside from data on chi Idlcssness, drawn 
mostly from fertility surveys including the 
VFHS, there have been few focused 
ittempts to derive data on either primary 
nfertilityorsterility, or secondary sterility 
n India. While a wide range of factors may 
recount for infertility - including, among 
other things, women’s poor health and 
lutrition status which can lead to repeated 
miscarriages and foetal wastage, 
rnhygienic obstetric and abortion 
jrocedures, STDs and even such 
Jebilitating diseases as tuberculosis - few 
audies have attempted to assess these 
rndcrlying factors. Worse, in a culture 
ivhich prizes reproduction, there is little 
more than anecdotal information on the 
.'onsequences of infertility for female wcl I - 
icing - preventing her from achieving her 
Jesired family size and exposing her to 
trarious kinds of emotional distress and 
larassment or marital disharmony. Finally, 
here are few data to assess the extent to 
ivhich health services are comprehensive 
mough to provide access to information, 
ind services to infertile couples. 

As in the case of abortion, these 
nformation needs cannot be appro-priately 
iddresscd in large-scale data gathering 
:xercises such as the NFHS. More 
ippropriate arccommunity-based exercises 
-o measure the prevalence and patterns of 
arimary and secondary infertility, pnrbing 
ong open birth intervals. At the same 
ime, intensive, qualitative data from 
infertile women and men and local 
providers and others may result in more 
:omprehensive information on behav¬ 
ioural correlates and consequences of 
infertility. 

Prevention and care of gynaecological 
morbidity: Other widespread but neglected 
Ji mensions of reproductive health in India 
tre gynaecological morbidity, notably re¬ 
productive tract infections, cervical cell 
:hanges and genital prolapse.Till recently. 


gynaecological morbidity was rarely 
considered a problem and was rarely 
studied in community-level surveys 
anywhere in the world; today there are 
several small-scale investi-gations of 
morbidity at the community level. l.arge 
scale surveys such as the NFHS sned no 
light on this issue - not even awareness 
of these conditions. It is unclear, moreover, 
whether large surveys of this nature are 
appropriate for gathering data on 
gynaecological morbidity. 

That gynaecological morbidity 
represents a serious problem has been 
observed from a few community-based 
studies which have tried to fill this gap 
in our knowledge of reproductive tract 
infectionsandotheruspectsof reproductive 
health. All of the.se studies, studied during 
the 1990s and many thus far unpublished, 
provide data on many .self-reported and 
clinically diagno.scd morbidities. Although 
methodologies vary, and although studies 
have been limited by women's reluctance 
to both acknowledge morbidity and 
undergo examination, high levels of 
morbidity - ranging from 50 per cent to 
over 90 per cent - have been observed. 
Despite variation in levels, a common set 
of disorders emerged in all studies: 
menstrual problems and excessive vaginal 
discharge. In clinical cxami-nutioiis, 
cervicitis, vaginitis and pelvic 
inflammatory disea.sc, all reproductive tract 
infections, were the leading morbidities 
jBaroda Citizen’s Council and others 
’l995j.* 

Because of women’s reluctance to 
discuss these issues and because 
gynaecological morbidities arc fre-quently 
asymptomatic, large surveys, such as the 
NFHS, arc probably inappropriate to study 
gynaecological morbidity. Yet there is a 
need for more representative data tin 
gynaecological morbidity: what is required 
are dedicated surveys that allow fur detailed 
probing, and greater rapport [Ktamig and 
others 1996], that allow for differences in 
local cultural conditions, vocabularies and 
patterns. More data are required that would 
shed light on the sociu-cultural 
determinants or correlates of gynae¬ 
cological morbidity, including, among 
other things, water and sanitation, personal 
and menstrual hygiene, unhygienic 
obstetric and abortion procedures, and 
sexual behaviour of husband. Likewise, 
data arc required on treatment seeking 
patterns of women with an expressed 
morbidity, and on the quality of services 
received by women expressing 
gynaecological morbidities. 

Sexually transmitted diseases: The 
NFHS set a precedent by inquiring about 


awareness of one - HIV and AIDS - 
sexually transmitted disease in 13 out of 
25 states. While stutewi.se awurene.ss 
of ‘u disease culled AIDS' ranged from 8 
per cent to 85 per cen'. misperceptions 
abound; among those ’aware’ of the 
di.sease. between 8 per cent and 41 per 
cent think that AIDS is curable, and 
between 25 per cent and 88 per cent cite 
‘safe sex’, undefined, as a means of avoid¬ 
ing AID.S. 

Information on levels and patterns of 
sexually transmitted diseases comes 
predominantly from surveillance data, 
studies ol patients of STD clinics, or of 
‘high risk’ groups. ■From these sources 
come estimates that over a million men 
and women are suffering from HIV/AIDS 
with dangerous potential for its wider 
spread, that sero-positivity is ns high as 
17.8 per thousand samples .screened (total 
screened: 29,71,825, Nexus. May June 
1997), and well over .30 per cent among 
such high risk groups as commercial sex 
workers. Recent surveillance at hospitals 
in Mumbai city report that as many as 5 
per cent of women presenting to these 
hospitals for ante-natal care - ‘low-risk’ 
by all accounts - arclllV positive jSnlunke 
1997|. C’ommuiiity-based studies are rare 
but sorely needed. Oiieexample isa village- 
level investigation^of 650 women in 
Maharashtra; this study observed that 
disturbingly large proportions oi women 
(10.8 per cent) suffered from syphilis 
and gonorrhoea (Bang ct al I989I. 

Thus far, two types ol investigations of 
.sexual behaviour and practices in India 
have been carried out. The first is small 
qualitative studies | sec forexample Bhendc 
1994; George and Jaswal 1994 ], the second 
has iocused largely on literate populations 
who can respond to self-administefed 
questitmnaires [see. for example, I'PAl- 
SF.CKT 1990; Watsa 1993;Goparaju 1993; 
.Savara and .Sridhar I994|. While both 
types of studies have enriched what we 
know about sexual behaviour, neither is 
rcprc.scntalive and hence data on KABP 
remains selective. 

Reproductive health o/ adolescents, 
particularly girls; Little is known about 
adolescent reproductive health in India 
[Jejeebhoy 1996). Adolescent girls, mo.st 
of whom are out-of-.school, arc particularly 
vulnerable and neglected, coming under 
the purview of govern-ment programmes 
only once they are pregnant. Cor¬ 
respondingly, the bulk of available data, 
drawn from the NFHS as well as other 
sources, focuses on adolescent child¬ 
bearing rather than more comprehen¬ 
sively on their reproductive health. The 
NFHS data reiterate that marriage and 
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childbearing continue to he early and 
universal. The median age at marriage is 
about K) years - and large numbers of 
women are pregnant before reaching 
the age of 16, often before they are 
physically fully developed. As a con¬ 
sequence, 7.3 per cent of preg nancies 
among women aged 1.5-19 resulted in a 
spontaneous abortion (compared to 4.5 
per cent in the general population). In 
addition, 1.7 per cent had experienced an 
induced abortion. 

Married adolescents are undoubtedly 
vulnerable. .Surveys such as the NHHS 
should be able to address constraints on 
their health seeking behaviour, the extent 
to which their contraceptive needs are 
met; and their health aware ness in the 
areas of pregnancy, contraception, and 
exptisure to disea.se. 

Since the NPHS refers only to currently 
married women, it cannot comment on 
sexual activity ofunmarried young people. 
What is known comes from small, 
unrepresentati ve studies, and suggc.sts that 
boys, MO le.ss than girls, are ignoranl of 
sexual mutters, although high-risk sexual 
activity among adule.scents and youth - 
especially boys - appears to be increasing 
(sec, for example, Bhende 1994; 
Chaudhary and Francis 1994; FI’Al- 
SliCRT, 1990; Goparaju 1993; Wat.sa 
19931. Data from hospital and clinic based 


studies suggest that unwanted pregnancies 
and unsafe abortion among urban 
adolescent girls in particular arc not 
uncommon [Chhabra and others 198R; 
Divekar and others, 1979; Solapurkarand 
.Sangain 1985). Increasing sexual activity 
combined with ignorance about safe sex 
is a particularly alarming combination in 
light of the HI V epidemic. Far more K ABP 
data are thus required from adolescents; 
far more is needed, likewise, on unwanted 
pregnancies and abortion practices among 
urban adolescent girls, their scxiio-cultural 
context, health implications and .social 
consequences. Again, these arc sensitive 
issues and require imaginative and sensitive 
designs, using a combination of quanti¬ 
tative and qualitative methodologies. 

A ccess 10 and of quality of re-producti ve 
health care: Little systematic evidence 
exists in India about standards of care in 
the family welfare programme or specific 
steps which can be taken to improve it. 
Correspondingly, quality of care issues 
are largely omitted from large data 
gathering exerci.scs. In other studies, more 
attention has been paid to physical 
infra.struclure, personnel and equipment 
than on quality of care especially from the 
woman’s (client’s) perspective. Whatever 
is available on quality of care pertains 
largely to contraceptive .services and 
virtually ignores maternal health and other 


reproductive health services. Even in the 
area of quality of contraceptive care 
evidence from smaller and moiequalitativc 
studies suggests that quality of care tend* 
to be poor, impersonal, threatening oi 
simply unavailable to women 
Contraceptive choices arc, in practice 
limited; outreach and pre-acceptanct 
counselling are minimal; service provider 
are reported to be unresponsive to thi 
needs of women, uncaring of theirdignity 
and lax in offering post-acceptance follow 
up Isee Foo 19961. 

The NFH.S has gone beyond other largi 
surveys - but not lar enough - in obtaininj 
data on some aspects of quality of can 
in the area of family planning, equality o 
cure data is limited to the extent o 
contraceptive follow-up, and asscssmen 
ot care during stcrili-sution. Results sugges 
that only between halt and two-thirds o 
users have received follow-up services 
worse, only 15 per cent of OC and lUI 
acceptors, and 30 per cent of .sterilis© 
women received follow-up service 
through domiciliary visits. Yet sterilisa 
women are generally favourable abou 
care during sterilisation. 

A major limitation of the NFHS is it 
lack of attention to data on access to ani 
quality of care. Available data on qualit 
of cure in family planning (FP) arc avuilabl 
but limited (see Foo 1996 for a review o 
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research findings], and data on the quality 
ot care in the area of maternal and child 
health are totally missing, despite the fact 
that maternal and child htiilih was a fiKus 
ol the survey. More extensive data in the 
areas of contraception and maternal health 
could have been incorporated without 
difficulty in a large survey of this nature. 

, Their omission in the NFHS represents a 
^missed opportunity. 

Major gaps exist in information on access 
to, and the quality of re-productive health 
care. In the area of family planning, much 
more data need to be generated on the 
client’s pers-pective, i e, such concerns as 
women’s ability to exerci.se informed 
choice, the constraints the average woman 
faces in seeking services, in voicing fears 
and side effects, the extent to which they 
receive complete pre-acceptance c.iun- 
selling including information on potential 
side-effects and complications, the extent, 
frequency, location and content of post- 
acceptance follow-up. and the quality ol 
their interaction w ith the .service provider. 
.More data need to be generated, likewise, 
j on tnc provider’s perspective and barriers 
to the provision of quality care. 

While quality of care in FP has been 
addre.s.sed in surveys, however cursorily, 
quality of cure in other dimensions of 
reproductive health remains largely 
unknown. A major data gap pertains to the 
quality of inalcrnal health care, the 
frequency ami content of ante-natal or 
post-partum visits, treatment of 
complications and morbidities, and the 
quality of care during delivery. Although 
data arc collected on the extent to which 
ihe.se services were received, there has 
been no attempt to assess from women the 
quality of ihese services. P.ven fewer data 
are available on the quality of care in such 
other aspects of reproductive health as 
abortion, infertility, gynae-cological 
morbidity or.icxnally trans-mitted diseases; 
locused studies of clients of various kinds 
of services with a strong qualitative 
component may yield an itica ol quality 
of care as well as other constraints women 
face in acquiring quality carein these more 
sensitive dimensions of reproductive 
health. 

Informed reproductive ^choice. A final 
important limitation of the NFHS. despite 
the thrust of the ICPD (United Nations 
1994] on reproductive rights, is the ahsciicc 
of data on the extent to which women 
exercise real choices in matters relating to 
reproductive behaviours. Available data 
from small, largely qualitative studies point 
to a range of obstacles that limit women’s 
access to, and ability to exercise choices 
regarding reproductive health care, whether 


relating to pregnancy and childbirth, 
contraception, abortion, orgynueco-logical 
and sexually iruiisniitied morbidity (sec. 
forexamplc. World Bank 1991; Gittelsohn 
and others 1994). They include ignorance 
of and superstition surrounding danger 
signals, and appropriaie practices. 'I’hcy 
also include women’s limited decision¬ 
making authority, physical mobility, and 
access to resources: and poor perceived 
quality of interaction with providers. All 
these constraints add up to an 
insurmountable obstacle for large numbers 
of women in exercising choices. Such data 
havebeencolleeled in large data gathering 
cxerci.scs. and it is unfortunate that the 
NFH.S cannot, at least in this lound. shed 
light on this impori;i:il determinant ol 
repr.xluctive health 

Ru'Koin.nivi- Him m Iniokmation 

Ni-i:i)s; Has NFII.S Fit i laniir (iai's? 

0 

Notwithstanding the considerable 
contribution of the NFHS. our ilata-base 
in the urea of rcpioductive health remains 
slim The NF'H.S has succeeded in updating 
and cnhuncing oui data base; hut it has 
not gone far enough. Clearly, it is 
imippropnatc to expect that large scale 
surveys such as the NF'H.S can address all 
reproductive health data needs. Fven so, 
several major repioduelive health issues 
that lend themselves to large surveys were 
not addressed ailei|ualcly; (a) maternal 
health status and moibidity and their 
conelates; (b) quality of care concerns, in 
family planning, maternal health and other 
dimensions of repnxlucti vc healIh; and (c) 
women’s ability to exercise reproductive 
choices. On other aspects of repnxluetive 
health - such as levels of abortion, and 
primary and secondary infertility dat.i 
quality and scope could have been much 
improved, using a scries ol more 
imaginative questions and probes. 

Other dimcnsionsof reproductive health 
that are particularly under-researched or 
requite extensive probing (context ol 
abortion and infertility, .sexual behaviour, 
adolescent reproductive health, 
gynaeci ilogical moi bidily > lend thcnisel ves 
to large survey exercises less easily Data 
gaps in thc.se areas can be addres.seil more 
appropriately by focused and prelerably 
community-based studies (see. for 
example, Bhatia and CIcland 199,‘ia, 
Baroda Citizen’s (.’ouncil et al 199*1. on 
gynaecological morbidity; both 
incorporated clinically d agnosis, self- 
reported symptoms, and treatment seeking 
patterns], with scope for both quantitative 
andqualitativc designs, and siandaid social 
science rescaich as well as multi¬ 
disciplinary research in collaboration w-ith 


medical researchers or non-governmental 
organi'sations. 

Whatever the dimension, underlying 
women’s poor reproductive health are 
behavioural concerns, including luck of 
autonomy and incgalitarian gender 
rel.'itions. F'ew studies, including the NFI kS. 
provide insight into these issues. Data 
pertaining to the consirainis women face 
in atiaming good repoHluctive health - in 
tcniisof lack of decision-making authority, 
fteedom of inovcment and control of 
economic resources, prair information and 
education, and socio cultural barriers to 
recognising, arii dilating and seeking cure 
for health problem.>i - are critical in order 
to understand the correlates of every 
dimension ol reproductive health. I’he.se 
need to be incorporated into all data 
galhcriiigcxerciscs in reproductive lieulth, 
irrespective of design. 

In short, reproductive health data needs 
in India continue to be considerable. I’he 
absence ol rigorousdata- Imtli quantitative 
and qualitative - on most as|iccl.s of the 
reproductive health situation in India 
remains an important stumbling block in 
convincing jxilicy-makers of the need for 
a broadei orieiiiulion lor cuirent family 
well are pi ogi amines. The challenge is to 
strengthen the data ba.se, and the next 
round ol NFH.S provides an excellent 
opportunity to do so. 

Notes 

|A longei vcisioii ol this p,ipcr w.is pnhlislird in 
riif Joiiriiil of Pumth' Wrlluir, iH-'-inissKiii li> use 
purls ot lli,il p.i|H;i I.S piuU-lully ui kniiwlcdgcd 
The pupci was oiipiiiully prcpaied tin the I'lih 
.intiiiul coidc-ieiice id l)ii liidi.i'i AssiK ialinii li>i 
du- Study III I'lipiil.iliiiii. M S tliiiversily, KiiickIu, 
l■l■l)lll,lly 2(t 2H. 19% I.iiiialMi|Matefiili<iShunlhii 
Ka|gop,d Ini (iiiiipiliil)’ llio avuilahle lil(.-ialiiie 
aiiddu .i.aiul lo Mich,u’l K's.'iii)’and I ci-la Visaria 
lor Ihcir ciininiriils | 

1 The NFHS saiii|.le was suflieieiilly large lo 
csliiiiulc malernal nioilalily al ihc national 
level loi llie nv<i-ye.iis presedhi); ihc survey; 
cstirnule. are hused on a senes ol toll iw np 
questions on eases of de.i,h lo women aged 1 .t 
49' whether Ihe woman waspregnani when she 
died, whelhei the death ocenried in ehililbinh, 
whelhei she had died wiiinn iwi, monihs of 
delivery and whether Ihe dealh w.as >lue lo a 
coniplieaiion of delivery 

2 In one ol Ihc eurliesi invesiigalioiis reg.irding 
nii.ll women in (iadelnroli disIt isi, Mahiiraslilra 
(Bang cl al I989|, elmieui exaniinutions found 
that 92 pet cent had one or more gynaecological 
diseases and nifeclion.s of Ihc genital tract, 
including pelvic innan1mutorydisea.<ie,V!'gmitis 
and ccrvicilis. and this eontrihulcd hall of 
morbidity. Despiie this high prevalence, only 
8 per ecnl had undergone gynuceological 
examination and liealmenl in Ihe past. 
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National Family Health Survey: Some Thoughts 

Tara Kanitkar 

For the first time by achieving a degree of uniformity in the administering of questionnaires, sampling 
methods, data collection, analysis and presentation, the NFHS has been able to generate data on demographic 
^ characteristics which are comparable across regions. 


THIS paper attempts to look back at the 
National Family Health Survey (NFHS), 
(hough not in a too dispassionate, objective 
manner, although more than five years 
have elapsed since the publication of 
various state reports. The intention is to 
provide some salient features of the NFHS 
and then narrate some of the events, some 
of the decision-making processes and 
present some hindsights. 

The NFHS 1992-93 has been a massive 
undertaking covering the length and 
breadth of this continent-size country. The 
NFHS has covered 89,777 ever-married 
women in the age group 13-49 from 88,562 
I'ouseholds. Never before in India such 

huge demographic and health survey 
was successfully conducted in a short 
prescribed time. 

The primary objective of the NFHS was 
to provide national and state level data on 
fertility, nuptiality, family size preferences, 
knowledge and practice of family planning, 
the potential demand for family planning, 
the level of unwanted fertility, utilisation 
of antenatal care services, breast feeding 
and food supplementation, child nutrition 
and health, immunisations and infant and 
child mortality. A further objective was 
to explore the demographic and socio¬ 
economic determinants of fertility, family 
planning and maternal and child health, 
it is intended that the information collected 
in the NFHS would be useful to the 
planners and policy-makers and re¬ 
searchers to assess and evaluate the 
population and fami ly welfare programmes 
and strategies of individual state and the 
country as a whole. 

The NFHS was unique in several ways. 
It covered all states (except Sikkim) of 
India and provided separate estimates for 
urban and rural areas of each state. It was 
unique because of the uniformity of its 
questionnaires, sampling method, data 
collection, analysis and presentation of 
data. Because of these features inter-state 
comparisons of the findings are valid and 
meaningful. It was unique as it could 
provide the basic important findings to the 
planners and policy-makers and 
administrators wiMn a short period of 
three to six months after the last interview 
was completed in each state (through 


dissemination of the findings provided in 
the preliminary reports). 

It was for the first time that a re¬ 
presentative sample was canvassed for a 
demographic and health .survey in the north¬ 
eastern states of the country. Fven Punjab 
could be covered in the NFHS when the 
veil of unrest was lifted off the state for 
a short time. We would have missed 
important demographic information from 
the state ranking first among India’s major 
states in terms of per capita income and 
per capita production of food, had we not 
conducted the NIHS in Punjab. That we 
were obtaining data in relatively tension 
free atmosphere could be realised when 
we visited the state (especially Taran Ttiran 
area which was notorious for the 
extremists’ activities) for data colleciion 
operations. 

Although uniform questionnaires were 
used in the NFH.S, for some spccilic 
problems associated with particular states, 
some questions were added to the 
questionnaire. For example, in Punjab 
additional information was collected on 
international migration and pre-natal 
determination of sex; in Rajasthan, on 
attitude towards child niarriugcs; on 
knowledge of AIDS in states of Maha 
rashtra, Gujarat, national capital tciritory 
of Delhi, Tamil Nadu and all iiortli-easteni 
.states facing problems of HIV/AIDS. 
Specific topics covered in various states 
are listed in the Appendix. 

Each important technical aspect of the 
NFHS .such as content and formal of the 
questionnaire, samplingdesign, tabulation 
plan and fonnat of the report, was discussed 
in a workshop, which was attended by the 
representatives of the Population Kescareh 
Centres, ministry of health and lamily 
welfare (MHFW), the International 
Institute for Population Sciences (IIPS), 
Mumbai (the nodal agency appointed for 
co-ordinating the survey activities). Macro 
International and East-We.st Center. US, 
and various data collecting organisations. 

While finalising the survey questionnaire 
after pretesting, there arose a problem 
regarding the inclusion of the items on 
weight and height of children under four 
years of age in the questionnaire. Some 
of us, more specifically our consultants at 


Macro, were not ux> favourably inclined 
tqwards the idea as they thought that (he 
time and energy spent in weighing and 
measuring the children by no means 
an ca.sy job - could adversely affect the 
quality of other data'. I was also in two 
minds. However K Srinivasan. the then 
director ol the UPS, was insistent and it 
was decided to collect information on the 
weight and height of children us we were 
also collecting iiilorniatioii on several 
u.spects related to (he nutritional status ot 
the children. 

Now there was a problem of obtaining 
weighing .scales and measuring instrii 
nvnts. We approached UNICKFand Foster 
Paients Plan Inten.ational, Delhi and in 
keeping with their fine tradition oi taking 
interest in the well-being of children, (hey 
supplied the NFHS, the salter weighing 
scales free of charge. 

The (|ue.siioiI of instiiimeiits to measure 
height was still there. We needed an 
instrument which could measure (he height 
cither in i.upine or standing position 
accurately and at the same time lie light 
enough to he carried in the field and sturdy 
enough lor the rough and tough use in (he 
Held. It is a matter ot pride that Meditrin 
Instruments could develop such an insiru 
ment after .several trialsand modifications. 
Not only did we receive very constructive 
suggestions from the consultants from 
Macro while the instiumcnt was being 
developed, but al.sotheirnuiritioni.st helped 
to imparl training to the trainers on 
weighing and measuring children in the 
most scientific way. Now it .seems that the 
collection of data on the anthropometric 
characteristics of children is an important 
cuntribution ol the Nni.S. 

The sampling dc.sign adopted in the 
NFHS was uniform over the states -- a 
systefiiatic, multi-stage stratified sample 
of hcu.scholds. The sampling for the NFHS 
in the states of Rajasthan, Bihar, Madhya 
Pradesh, Uttar Pradesh and West Bengal 
was designed to provide statistical 
estimates for groups of backward di.stricts 
along with (hose for urban areas, rural 
areas and the state as a whole. The MFIFIV 
has defined backward district as one having 
acrude birth rate of 39 per 1 .(KX) population 
nr higher as estimated on the basis of data 
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obtained in the 1981 Census. The find- 
ings however indicated that there were no 
substantial differences in the estimates 
obtained for the backward areas and those 
for the total areas of Uttar Pradesh, Bihar 
and Madhya Pradesh. In Rajasthan, more 
than9.‘i per cent of the surveyed population 
lived in the backward districts; hence no 
separate estimates have been provided for 
backward or non-backward areas in the 
report. In West Bengal only two Muslim 
dominated districts were designated as 
backward districts and some important 
differences are noticed between the back¬ 
ward areas and the total area - with back¬ 
ward areas reporting demographic back¬ 
wardness as well. On the whole, now it 
seems that this whole exercise was not 
fruitful in view of the time and resources 
involved. In hindsight it appears that it 
would have been much more meaningful 
if the sampling had been designed to 
provide separate estimates for different 
regions of the states as we had the resources 
(thanks to the generous aid from the 
USAID) and one of the best sampling 
experts was available to us. 

Looking back about urban areas, we 
could have tried to obtain separate statis¬ 
tical csti'i;;!ies for the slum and non-slum 
areas. It !.s a fact that the slums include 
a significantly high proportion of the 
population (maybe between 40-45 or 
higher and fast increasing percentage of 
our metropolitan cities) and the slums 
accommodate most of the marginalised 
and socio-economically disadvantaged 
population, it is therefore essential that 
any socio-economic, demographic and 
health study should provide disaggregated 
data for the slum and non-slum dwellers. 
Such information would have been of 
immense value to the planners and policy¬ 
makers. Again stretching the argument a 
little further, it is suggested that in future 
if we have another NFHS an attempt 
should be made to capture the unauthorised 
or non-recognised as well as the authorised 
or recognised slums in the sampling 
design. 

At the risk of sounding over-ambitious 
1 would like to add that NFHS could have 
tried to obtajn estimates for the metro¬ 
politan cities of Mumbai, Chennai and 
Calcutta, as it had done the for national 
capital territory of Delhi. 

A very important feature of the NFHS 
was a thorough, in-depth training of the 
interviewers. It may not be an ex¬ 
aggeration to state that a large part of 
the success of the NFHS was due to the 
most intensively trained interviewers. 
In order to bring uniformity in the 
training, the tr^iiners of each state were 


trained at two-week training sessions 
arranged by the IIPS with the help of 
Macro International. 

These training sessions were very 
enjoyable. Once we arranged a demon¬ 
stration of a live interview in the class 
room. A married village woman working 
as maid servant, age around 33-34, having 
five live births and four living children 
and sterilised, agreed to be our respondent 
in the classroom. 1 was slightly 
apprehensive that the woman might 
develop cold feet just before or during the 
interview and refuse to answer questions 
or stop in between. Luckily the woman 
responded very bravely. While one 
investigator was interviewing her in 
Marathi another was recording the 
translated responses very neatly on the 
questionnaire which was project^ on the 
overhead projector. The trainees watched 
the principles of interviewing put in actual 
practice in utter silence. We could even 
watch the exercise of arriving at the 
approximate age of the woman (the 
respondent was illiterate and had no idea 
about her age) by asking probing questions. 
It was a great educating process for all 
of us, which also showed how to tackle 
unexpected situations presenting itself 
while the interviewing was going on when 
she stated the name of her second daughter 
as ‘Anurudha’. First daughter who was 
dead was also ‘Anuradha’. How can this 
be possible? The class .soon learned that 
the first daughter died in infancy and in 
that part of Maharashtra, it is a custom 
to give the name of the dead offspring to 
the next child. The interview was by no 
means an easy one. There were all typical 
hurdles the interviewers in India usually 
come across. I wish wc had video-taped 
that interview. In future it would be of 
great help while conducting training of 
the interviewers to show the video film 
of one or more live interviews in the 
field. 

The NFHS entrusted the work of 
collecting data to various data collecting 
organisations designated as consulting 
organisations (COs). There was resentment 
among some of the Chiefs of the Population 
Research Centres (PRCs) and rightfully 
so, as they were capable of collecting 
quality demographic and health data 
independently, against entrusting the data 
collection to the COs. However, some of 
the PRCs were small and did not have 
enough manpower to manage a large-scale 
survey. It was not possible to give the 
responsibility of data collection to some 
of the PRCs and employ COs for some 
other states. Besides, Aere was an urgency 
of completing the entire data collection 


before June 1993 and we could not afford 
to delay data collection due to typical red 
tapism observed in the PRCs located in 
the universities. Hence it was decided to 
get the services of the COs for data 
collection and PRCs were to help them in 
translating the questionnaires, recruiting 
and training the interviewers and super¬ 
vision while data collection was going on. 
Hence the responsibility of data collection 
was given to the COs. Practically in each 
state the relationship between the PRC 
and the CO was strained at some stage or 
the other. Whereas the PRC thought that 
the CO was more profit-oriented than 
interested in collecting good quality of 
data, the CO felt that the PRC was making 
undue demands regarding the per diem 
allowances and other facilities to be given 
to the supervisors and team leaders 
.seconded by the PRC. Regarding per diem 
payment to the research officers seconded 
by the PRC and the IIPS, there were no 
guidelines and the COs fixed the rates 
according to their convenience and there 
was quite some dissatisfaction. The same 
was the ca.se with the remuneration of 
interviewers. 

In a second round of the NFHS is to be 
conducted, the question to whom the data 
collection should be given, would again 
arise as and could be more sensitive. The 
MOHWF has initiated a project to 
strengthen the survey research capabilities 
of the PRCs and the NFHS has been an 
* important component of this PRC project. 
It is now important to examine how far 
is the survey research capabilities of PRCs 
have been strengthened achieved. This 
could help in the decision about allotting 
the responsibility of the data collection. 

During the data collection stage, the 
COs had to face many natural as well as 
man-made calamities such as excessive 
rains, landslides, intensive heat, Ayodhya 
incident and its aftermath, communal riots 
and tensions, bomb blasts, Naxalite 
problems, etc. The COs however received 
compensation for the time lost. One 
important difficulty faced was finding 
suitable interviewers and retaining them 
throughout the data collection period. Ir 
this respect the PRCs helped the COs ir 
general. 

Thequality of data is an important factor 
in any demographic and health survey. 
The quality of data could be affected il 
the interviewers do not do their jobs 
honestly. They may not visit the 
households and may fill-in th« 
questionnaires at home. It was the re¬ 
motest possibility in the NFHS because 
of the strict supervision.Taking intc 
ctmsideration various factors which affeci 
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Indian age data, and the reporting of vital 
events such as births and deaths, more 
specifically children dying soon after the 
birth, etc, utmost care was taken toappraise 
the interviewers of all those points and 
train them thoroughly and intensively. 
Drilling the interviewer in estimating the 
age of the respondent was an important 
. aspect of the training and considerable 
itime was devoted to it and a variety of 
probing techniques were used for this 
purpose. Although it cannot be said that 
the NFHS data are free from all the 
reporting errors, it can be stated that the 
age data for ever-married women age 
13-49 are better than those of the other 
females and males as their ages were 
reported by the head of the household or 
any responsible member of the household. 
■As regards other errors, such as missing 
the key variables, completeness and 
accuracy in reporting the births, age 
displacement, and the underreporting of 
girls, the NFHS data were found to be on 
the whole quite good. 

Another method for gauging the quality 
of data is to look for the expected con¬ 
figurations and whether the results appeal 
or conform to logical reasoning. When 
the NFFIS data were put to this test, it was 
found that in most of the cases they 
withstood the test. For example it is 
observed, in most of the states, when the 
data on the usual residents and visitors 
were analysed by age and .sex, it was 
observed in most of the states that visiting 
is more common among young women 
in the age group 15-24 and their children 
(0-4 years). Given the Indian custom of 
the married daughters (more .specifically 
those in younger ages) returning to the 
‘parents’ house for the delivery of achild. 


Appendix 


Suite 

Specific Topics Covered 

Arunachal Pradesh 

Knowledge of AIDS 

Assam 

Knowledge of AIDS 

Bihar 

Dowry 

Goa 

Knowledge of AIDS 

Gujarat 

Knowledge of AIDS 

Karnataka 

Benefits from 
developments programmes 

Kerala 

International migration 

Madhya Pradesh 

Green cards 

Maharashtra 

Knowledge of AIDS 

Manipur 

Knowledge of AIDS 

Meghalaya 

Knowledge of AIDS 

Nagaland 

Knowledge of AIDS 

Punjab 

Sex preselection and 
International migration 

Rajasthan 

Age at marriage 

Tamil Nadu 

Knowledge of AIDS 

Tripura 

Knowledge of AIDS 

Uttar Pradesh 

Sex preference 

West Bengal 

Knowledge of AIDS 

Delhi 

Knowledge of AIDS 


particularly the first or the second child, 
or just visiting them with their children 
of preschool age, one can expect to get 
an age-sex distribution of visitors such as 
we have found in many state reports and 
for India as a whole (a larger proportion 
of females in age groups 15-24 or i5-29 
among visitors and again a larger 
proportion of children in the age group 
0-4 years among visitors). Another 
instance of expected patterns relates to 
consanguineous marriages. As expected, 
there is high prevalence of consanguinity 
in the states of Andhra pradesh, Karnataka, 
Tamil Nadu and Maharashtra and among 
the Muslims. Such instances talk highly 
about the quality of NFHS data, as no 
special instructions were given nor were 
special efforts made to collect data on 
these topics. 

A post-survey check was conducted on 
5 per cent of the NFHS sample by the 
Institute of Rc.scarch in Medical Stati.stics 
(IRMS), New Delhi, which 'reconfirmed 
the high quality of the NFHS data'. In 
fact there was no need to have this 5 per 
cent resurvey as there were several inbuilt 
checks in the whole process of data 
collection, besides strict supervision and 
control. The field check tables were 
generated and on the basis of these tables, 
the pcrfonnance of each intervicwe' w as 
monitored. In the ini-eiing ol the .slcerinu 
committee specially set up lor the situMitli 
and efficient running of Ihc project, when 
the then .secretary, depiirinicnl ol family 
welfare, government of India, who was 
cx-officiu chairperson of the steering 
committee, suggested a resurvey of a 
sample of the NFHS, the idea was not 
welcomed for various reasons. I n the plan 
of the NFM.S the re.survcy was not envi- 
.saged and as such, it was thought that the 
resurvey would be extremely difficult and 
expensive. Besides, the data collection in 
five states hud already been completed. 
However, the chairperson insisted that 
there should be a check of the information 
already collected. The funding agency, 
the USAID, New Delhi, refu.sed to fund 
this resurvey operation which according 
to it was superfluous. However, driven by 
the thought that the NFHS needed ihc re- 
survey very badly to prove its quality the 
secretary was insistent and it was decided 
that this operation would be undertaken 
and the department of family welfare 
would underwrite the entire cost. The 
IIPS prepared the whole plan for the 
resurvey. In the beginning there were no 
takers for this resurvey. However the 
IRMS agreed to do the job. No one was 
envious of IRMS. Five per cent resurvey 
was done and the NFHS received the 


ceitificate which it did not really need at 
a cost of Rs 14 lakh to the national 
exchequer. After the NFHS reports of all 
the state.s were published, u one-day 
seminar was held by each PRC to dis¬ 
seminate the findings among the planners, 
policy makers and administrators in the 
field of health and family planning and 
the re.searchers. Mo.si of them were held 
rather late. The purpo.se of these one-day 
seminars was not served in some slates 
as the policy-makers and administrators 
remained apathetic and did not attend the 
seminar, for example, at the seminar held 
at New Delhi only one person from Delhi 
udminisiraiion wa.s present and in Maha¬ 
rashtra not a single elected icprc.scntativc 
of the 29 r.illa parishads a decentralised 
democratic body which is responsible for 
implementing the developiiieiit pro¬ 
grammes in the rural areas ot the slate - 
nor any ol the chief executive offiecis 
attended the one-day .seminar One 
wonders whether such dissemination 
.seminars have served any purpose escept 
that the rcscaichcrs could discuss the 
icMills iVeliminarv reports for each stale 
wcie piep.ired and disseminated It' the 
data useis within 3 to 0 months after 
completion ol data collcctioii. However, 
there was a great emphasis on not 
disclosing tlWmdings not only to press, 
radio and television but also to fellow 
population scientists not connected with 
Ihc Nl'MS. Itisdifficiill tolind just i beat ion 
for the oh.‘,cssn)ii abinit the seiiccy ol the 
preliminary reptirts .iiid results A more 
relaxed policy about the di.s.scmination of 
pieliminaiy tiiidings would have cau.scd 
no harm; and in luct. it would most likely 
have bcnetiicd the analysts and final 
re|X)rls. We were late in publishing the 
resulisol the .stale -specific set of questions 
on tne knowledge of AID.S. This 
information should have been published 
as soon us it was available. A point to thi.s 
effect was raised in one of the meetings 
ol the steering committee. 'Fite suggestion 
turned down as it was thought that no 
result of the NFH.S should he gtven 
publicity unless they were firmly 
established. At the end it should be potnted 
out that the NFHS was unique in one more 
aspect. It was the most expensive survey 
ever undertaken in this country. But for 
the monetary and technical help from the 
USAID it would not have been possible 
to undertake and complete such a massive 
study within the time-span of one year. 
The NFHS has made hi.story in success¬ 
fully conducting a large-size survey in the 
country and 1 am happy and proud that 
I was a part ot it as also were Ramesh, 
F'rcd, Bob and Roy. 
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National Family Healtii Survey, 1992-93 

Post-Survey Check 

Padam Singh 

A post-survey check of the survey data using systematic sampling methods confirmed the high quality 
of the data generated in the NFHS. 


Background 

THE National Family Health Survey 
(NFHS) was conducted in 24 states and 
union territory of Delhi which account for 
about 99 per cent of Indian population. 
The ministry of health and family welfare, 
government of India, designated the In¬ 
ternational Institute for Population Sci¬ 
ences (UPS) as the nodal organisation 
responsible for providing co-ordination 
and technical guidance forthc NFHS. Tech¬ 
nical assistance for the NFHS was pro¬ 
vided by the East West Centre, Honolulu. 
Hawaii. The Population Research Centres 
(PRCs) participated in all pha.ses of survey 
implementation for the states in which 
they were located. Consulting organi- 
.sations ((.'Os) were responsible for facili¬ 
tating .survey activities in one or more 
states covered by the NFHS. The NFHS 
covered a sample of more than 90,(X)0 
households and about equal number of 
ever-married women in the age group 
13-49. in this survey information was col¬ 
lected relating to socio-demographic char- 
actcri.stics of households, fertility, knowl¬ 
edge and practice of family planning 
methods, maternal and childhood mortal¬ 
ity and related aspects. 

After receiving the preliminary reports 
of the NFHS, the ministry of health and 
family welfare sponsored a 5 percent post¬ 
survey check of the households already 
surveyed in the NFHS to be carried out 
by the Institute for Research in Medical 
Statistics (IRMS), New Delhi. This post¬ 
survey check was conducted in 13 states 
and UT of Delhi. 

II 

Methodology of Post-Survey Check 

Selection for Resurvey 

A multi-stage sampling design was used 
for the selection of the sample for the post- 
survey check. In the NFHS, villages were 
the primary sampling units (PSUs) and the 
households as the secondary sampling units 
(SSUs). Using the list of villages surveyed 
in the NFHS a S percent systematic sample 
of villages was taken. The district to which 


a selected village belonged was identified. 
Two or three additional villages out of 
those surveyed in the NFHS from this 
district were also taken to form a cluster 
of three to four villages per district. In the 
selected villages every third household 
out of those surveyed in the NFHS was 
taken for the resurvey. The use of system¬ 
atic sampling of villages for resurvey 
ensured a uniform spread of the sample 
in the state. Similarly, a systematic sample 
of households in the selected villages 
ensured better cross-section of the whole 
village. 

The field work for the post-survey was 
supervised by senior scientists of IRMS, 
New Delhi, with assistance from the middle 
level staff. The training programme for the 
senior scientists was organised by IIPS, 
Mumbai. Visits to some of the areas of 
Mumbai covered in the NFHS were also 


undertideen for testing the approach to be 
followed in the post-survey check. Sub¬ 
sequently, a detailed training programme 
was organised at IRMS, New Delhi, for 
the middle level staff of the Institute which 
included field orientation in the selected 
areas from Delhi and Haryana. 

The post-survey check had two crucial 
aspects, namely, locating the selected 
households and canvassing the question¬ 
naire. Great care was taken to see that the 
household being resurveyed was really 
one randomly selected as per the NFHS 
list. It may be mentioned that house listing 
did not always provide father’s name and 
caste which were crucial in locating an 
individual in Indian context. The NFHS 
numbers, although found in some places 
were not always available since the gap 
in resurvey and initial survey was more 
than a year and many of the houses had 


Table 1: Sample Size 

(Number of households) 


Stale 


Nms 


Posl-Survev Check 

Rural 

Urban 

Total 

Rural 

Urban 

Total 

Andhra Frudesh 

3.164 

1214 

4578 

150 

80 

230 





(4.5) 

(6.6) 

(5.0) 

Bihar 

3836 

1182 

5018 

240 

70 

310 





(6.3) 

(5.9) 

(6.2) 

Delhi 

- 

- 

3863 

- 

- 

193 





- 

- 

(5.0; 

Gujarat 

2514 

1.160 

3874 

141 

80 

221 





(5.6) 

(5.9) 

(5.7) 

Haryana 

1807 

1118 

2925 

100 

50 

150 





(5.5) 

(4.5) 

(5.1) 

Karnataka 

3031 

1576 

4607 

1.50 

80 

230 





(4.9) 

(5.1) 

(5.0) 

Kerala 

3294 

1277 

4571 

170 

67 

237 





(5.2) 

(5.2) 

(5.2) 

Madhya Pradesh 

4716 

1639 

6355 

229 

108 

337 





(4.9) 

(6.6) 

(5.3) 

Maharashtra 

2474 

1999 

4473 

120 

120 

240 





(4.9) 

(6.0) 

(5.4) 

Orissa 

3474 

1412 

4886 

160 

80 

240 





(4.6) 

(5.7) 

(4.9) 

Rajasthan 

3910 

1103 

5013 

190 

60 

250 





(4.9) 

(5.4) 

(5.0) 

I'amil Nadu 

0010 

1554 

4564 

153 

78 

231 





(5.1) 

(5.0) 

(5.1) 

Uttar Pradesh 

8084 

2444 

10528 

405 

143 

548 





(5.0) 

(5.9) 

(5.2) 

West Bengal 

3269 

1194 

4463 

160 

70 

230 





(4.9) 

(5.9) 

(5.2) 

Total 




(5.1) 

(5.7) 

(5.2) 


Figures in brackets are percentages of the corresponding NFHS sample. 
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I ABLE I: Soat>-DEM(y,RAi>Hic CHARAtii«isT)cs; Am and Sex Ratio 


State 


_Population 


Slate 



Population 


Children Aged 
0-14 60+ 

Per Cent Per Cent 

Sex 

Ratio 

Children Aged 
0-14 60+ 

Per Cent Per Cent 

Sex 

Ratio 

Andhra Pradesh PSC 

32.6 8 4 

1000 

Madhya Pradesh 

PSC 

.39.0 

70 

902 


NFHS 

35.8 !i,7 

979 


NFHS 

39.9 

5 1 

904 


SRS/Census 

34.2 6.4 

972 


SRS/Census 

.38.1 

5.9 

9.30 

Bihar 

PSC 

41.5 8.3 

955 

Maharashtra 

PSC 

38.9 

6.6 

924 


NFHS 

41.7 7.1 

956 


NFHS 

.35.8 

7.9 

966 


SRS/Census 

40.6 5.8 

911 


SRS/Census 

34 9 

6? 

943 

Delhi 

PSC 

36.4 4.0 

842 

Oi issa 

PSC 

.34.3 

82 

957 


NFHS 

.35.1 4.8 

823 


NFHS 

34,0 

87 

96.3 


SRS/Census 

- 

827 


SRS/Census 

.34 7 

6 1 

972 

Gujarat 

PSC 

35.3 8.0 

928 

Rajasthan 

PSC 

41.0 

8.0 

9(XI 


NFHS 

34.3 7.7 

944 


NFHS 

.39.0 

7.7 

880 


SRS/Census 

34.6 5 7 

9.U 


SR.S/Ccnsus 

.35.8 

5.6 

913 

Haryana 

PSC 

38.1 10.5 

877 

Tamil Nadu 

PSC 

30.5 

8.7 

9.59 


NFHS 

39.4 8.6 

888 


NFHS 

.32.3 

5.8 

KHX) 


SRS/Census 

37.8 5 7 

865 


SRS/Census 

30 9 

6,9 

972 

Karnataka 

PSC 

33.7 5.9 

934 

Hltar Pradesh 

PSC 

42.0 

76 

907 


NFHS 

36.5 7.6 

970 


NFHS 

41 4 

7.6 

9tM 


SRS/Census 

35.5 5.9 

960 


SRS/Census 

.39 1 

5 8 

880 

Kerala 

PSC 

27.5 10.5 

1041 

West Bengal 

PSC 

.3.t,0 

8 0 

909 


NFHS 

30.3 9.1 

1068 


NFHS 

37.0 

4,4 

940 


SRS/Census 

29.7 8.2 

10.36 


SRS/Census 

.14 8 

5 1 

917 

Note'. PSC: Post-survey check of NFHS. 










Tabu. 3 : SrxTo.DFMixiRAmic CHARAm-Hisiics- I.m R^(•^ 











{I’m 

State 


Literacy 6+ 

Slate 



1 .ilcrarv 6+ 



Males 

Fc males 



Males 

Females 

Andhra Pradesh PSC 

74.5 

43.6 

Madhya Pradesh 

PSC 


68.8 

39 0 


NFHS 

60.4 

38.1 


NFHS 


63.6 

'4.1 


Census 

54.6 

37.6 


Census 


58 4 

28 8 

Bihar 

PSC 

64.1 

31.0 

Maharashtra 

PSC 


81 2 

58 6 


NFHS 

60.1 

28.4 


NFHS 


70 4 

55.4 


Census 

52.5 

22.9 


Census 


76 6 

52 3 

Delhi 

PSC 

94.2 

84.4 

Ori.ssa 

PSC 


68 4 

51 ;v 


NFHS 

85.7 

70.6 


NFHS 


68 9 

41 1 


Census 

■82.0 

67.0 


Census 


56.2 

13 7 

Gujarat 

PSC 

78 3 

46.6 

Kajaslhaii 

PSC 


70 0 

18 0 


NFHS 

75.3 

.50.4 


NFHS 


III 0 

25.0 


Census 

73.1 

48 6 


Census 


46 0 

18 0 

Haryana 

PSC 

70.6 

46 9 

Tamil Nadu 

PSC 


8)4 

64 1 


NFHS 

72.1 

45.9 


NFHS 


76 8 

54 9 


Census 

69.1 

40.5 


Census 


73 8 

51 3 

Karnataka 

PSC 

71.4 

55.4 

Uttar Pradesh 

PSC 


73 1 

42 2 


NFHS 

67.9 

46.3 


NFHS 


63 8 

31.6 


Census 

67.3 

. 44.3 


Census 


.,.5 / 

25.3 

Kerala 

PSC 

90.0 

84.0 

West Bengal 

PSC 


79 0 

57.0 


NFHS 

89.6 

82.1 


NFHS 


75 0 

.55.0 


Census 

93.6 

86.2 


Census 


67.8 

46.6 



Table 4. butiiBLE Women oi- 13-49 Yi ars of A.-a- 











(I’enfiiia/ie) 

State * 


Currently Below 

.ilenitcs 

Stale 


Currently Below 

Literate'. 



Married 30 Years 




Married 

.10 Years 


Andhra Pradesh PSC 

90.3 44.9 

39.3 

Madhya Pradesh 

P.‘,C 

95 1 

57.8 

29.3 


NFHS 

92.8 53.3 

31 4 


NFHS 

95 4 

54 5 

25.6 

Bihar 

PSC 

97.1 52.2 

26.0 

Maharashiia 

PSC 

96.3 

40.1 

.50.1 


NFHS 

95.6 52.9 

21.7 


NFHS 

93.0 

.50.5 

49.8 

Delhi 

PSC 

96.9 40.8 

80.9 

Orissa 

PSC 

90 2 

46 1 

44.2 


NFHS 

95.7 45.6 

62.6 


NFHS 

94.6 

50 0 

32.6 

Gujarat 

PSC 

89.6 42.4 

39.0 

Rajasthan 

PSC 

98.0 

46.0 

18.0 

NFHS 

94.9 45.4 

44.9 


NFHS 

97.0 

49.0 

18.0 

Haryana 

PSC 

94.8 45.3 

36.4 

Tamil Nadu 

PSC 

89.9 

44.9 

55.0 


NFHS 

96.4 52.2 

36.2 


NFHS 

92.1 

44 6 

49.9 

Karnataka 

PSC 

89.8 50.3 

51.3 

Uttar Pradesh 

PSC 

97.0 

49.4 

37.9 


NFHS 

92 4 50.9 

38.4 


NFHS 

96.3 

50.9 

24.3 

Kerala 

PSC 

90.1 44.8 

79.7 

West Bengal 

PSC 

96.0 

46.0 

55.0 


NFHS 

91.8 39.0 

84.0 


NFHS 

93.0 

51.5 

49.4 
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been whitewashed during this interval. 
However, the list of all households for the 
selected PSUs had the names of the 
neighbouring households which was of 
great help in locating the desired house¬ 
holds. The field work for the post-survey 
check was carried out between December 
1993 to March 1994. 

Both household and women’s question¬ 
naires of NFHS were canvassed in the 
post-survey check. Since the field work 
of the post-survey check was undertaken 
more than a year of the NFHS, in the 
questionnaires only those questions were 
retained for resurvey for which either there 
was likely to be no change with time or 
the change was likely to be only in one 
direction. The information from the se¬ 
lected households was collected follow¬ 
ing the same approach as used in the 
NFHS. 

In this study the sample size was .5 per 
cent of the households in the NFHS .sample. 
The details on sample size are given in 
Table 1 for both the NFHS and the post¬ 
survey check. 

Estimation and Coni-idencb Levels 

The estim,'ttes of various parameters have 
been worked out using appropriate esti¬ 
mation piXKcdurc. The estimates of vari¬ 
ous parameters in different situations are 
subject to theirown standard errors because 
of the variability in the characteri.stics under 
study as well as sample size. Further, 
standard errors would differ from state to 
state. Although the significance levels have 
been detennined using appropriate formu¬ 
lae, consideration is also given to other 
important facts relating to non-sampling 


errors, while interpreting die differences. 
For example, for the population related 
parameters, the difference in the estimates 
beyond 2 per cent points should be con¬ 
sidered as significant. But despite all 
precautions heaping of age figures in 
ending 0 and 5 tend to occur as is know 
for such data from the Census, SRS and 
also in the NFHS. Hence the difference 


of five or more percentage points in the 
age related parameters was only consid¬ 
ered as significant. On the similar analogy 
the differences of a magnitude more than 
6 per cent in the estimates of family plan¬ 
ning related parameters by two sources 
have been considered as significant. Simi¬ 
larly, the difference of more than IS 
percentage points in results from the post- 


Table 6; Knowledoe of FP Methods 


{Percentage) 


State 


Pill 

lUD 

Injection 

Condom 

Female 

Sterili¬ 

sation 

Male Traditional 
Sterili- Methods 
sation 

Andhra Pradesh 

PSC 

S8.6 

50.0 

2.7 

55.0 

90.5 

68.2 

6.4 


NFHS 

53.7 

43.7 

12.8 

41.9 

95.7 

89.7 

14.6 

Bihar 

PSC 

S3.8 

51.8 

0.0 

49.1 

89.6 

87.4 

11.7 


NFHS 

57.3 

44.1 

4.2 

54.6 

94.5 

88.0 

29.4 

Delhi 

PSC 

85.4 

87.9 

2.3 

90.4 

92.4 

87.3 

37.6 


NFHS 

94.3 

93.4 

34.9 

93.7 

97.5 

95.3 

59.3 

Gujarat 

PSC 

84.2 

74.7 

0.0 

80.1 

93.2 

84.2 

35.3 


NFHS 

85.6 

68.2 

42.5 

67.6 

98.0 

84.8 

72.5 

Haryana 

PSC 

79.5 

76.7 

0.0 

78.8 

92.5 

89.0 

17.1 


NFHS 

76.2 

80.0 

45.8 

75.9 

99.2 

98.2 

58.7 

Karnataka 

PSC 

54.8 

67.0 

0.0 

46.9 

100.0 

93.8 

21.5 . 


NFHS 

75.1 

78.0 

5.4 

30.0 

98.6 

81.1 

41.1 

Kerala 

PSC 

91.0 

89.7 

5.3 

92.3 

98.1 

96.8 

46.5 


NFHS 

85.9 

89.3 

12.7 

89.9 

99.2 

89.6 

70.5 

Madhya Pradesh 

PSC 

50.6 

49.4 

0.0 

49.8 

82.0 

66.7 

6.5 


NFHS 

51.1 

42.0 

12.7 

41.9 

85.1 

76.3 

19.6 

Maharashtra 

PSC 

81.1 

83.2 

0.0 

75.0 

95.1 

87.3 

7.1 


NFHS 

67.1 

70.7 

8.1 

57.3 

97.3 

83.6 

23.3 

Orissa 

PSC 

58.6 

50.0 

0.0 

55.0 

90.5 

68.2 

6.4 


NFHS 

52.1 

48.0 

7.4 

34.6 

91.7 

72.2 

33.9 

Rajasthan 

PSC 

64.5 

59.8 

1.2 

70.1 

81.7 

78.5 

8.4 


NFHS 

53.1 

46.4 

23.4 

37.7 

85.3 

70.9 

27.5 

Tamil Nadu 

PSC 

63.6 

51.5 

0.0 

75.8 

88.1 

77.3 

14.4 


NFHS 

57.3 

44.1 

4.2 

54.6 

94.5 

88.0 

29.4 

Uttar Pradesh 

PSC 

82.4 

77.0 

o.a 

95.1 

93.3 

92.9 

44.2 


NFHS 

64.7 

56.2 

25.0 

67.2 

93.7 

88.2 

36.7 

West Bengal 

PSC 

84.2 

74.7 

0.0 

80.1 

93.2 

84.2 

35.3 

NFHS 

85.6 

68.2 

42.5 

67.6 

98.0 

84.8 

72.5 


Tablf. 5: .Socio-Demuukaphic Characteristics; Fertiuiy 


State 


Total Children Average 

Fertility Per Year/IOOO Number 
Rate Women of Children 

Ever Bom 

State 


Total Children Average 

Fertility Per Year/IOOO Number 
Rate Women of Children 

Ever Bom 

Andhra Pradesh 

PSC 

2.8 

103 

2.6 

Madhya Pradeah 

PSC 

3.8 

130 

3.3 


NFHS 

2.6 

106 

2.7 


NFHS 

3.9 

142 

3.1 


SRS 

3.0 

- 

- 


SRS 

3.2 

- 

3.4 

Bihar 

PSC 

4.1 

182 

3.3 

Maharashtra 

PSC 

2.8 

142 

3.0 


NFHS 

4.0 

147 

3.2 


NFHS 

2.8 

130 

2.9 


SRS 

4.4 

- 

- 


SRS 

3.0 

- 

- 

Delhi 

PSC 

2.2 

113 

2.5 

Orissa 

PSC 

2.8 

95 

3.0 


NFHS 

2.2 

134 

2.9 


NFHS 

2.9 

106 

3.0 


SRS 

- 

- 

- 


SRS 

3.3 

- 

- 

Gujarat 

PSC 

2.8 

113 

2.7 

Rajasthan 

PSC 

4.1 

141 

3.6 


NFHS 

3.0 

123 

3.5 


NFHS 

3.6 

125 

3.1 


SRS 

3.1 

- 

- 


SRS 

4.7 

- 

- 

Haryana 

PSC 

3.9 

162 

3.1 

Tamil Nadu 

PSC 

2.1 

107 

2.5 


NFHS 

4.0 

161 

3.1 


NFHS 

2.5 

107 

2.5 


SRS 

4.0 

- 

- 


SRS 

2.2 

- 

- 

Karnataka 

PSC 

3.0 

142 

3.1 

Uttar Pradesh 

PSC 

5.1 

191 

3.5 


NFHS 

29 

124 

3.0 


Nras 

4.7 

173 

3.6 


SRS 

3.1 


- 


SRS 

5.1 

- 

- 

Kerala 

PSC 

1.8 

134 

1.9 

West Bengal 

PSC 

3.2 

113 

2.9 


NFHS 

2.0 

US 

2.5 


NFHS 

2.9 

113 

3.0 


SRS 

1.8 

- 

- 


SRS 

3.2 

- 

3.4 
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immunisation coverage levels have been 
taken as significant Further, while com¬ 
menting on the difTeienc^ those which 
have bearing on the quality of NFHS have 
only been referred. 

The results have been obtained at the 
iiate level highlighting the magnitude of 
differences in the parameters which are 
crucial in interpreting the data of the NFHS 


via-a-vis post-survey check. The results 
from other sources such as Census, SRS, 
etc, have been quoted as and when con- 
sidei^ appropriate. The findings on the 
crucial parameters are summarised in 
Tables 2 to 9. The salient findings are 
discussed in what follows. 

The sample of households selected in 
the post-survey check could be contacted 
with the list given to IRMS. New Delhi 


by consulting organisation. However, in 
about 5 per cent of coses in rural areas and 
2S per cent in urban ureas there were cattes 
of non response because either the house¬ 
hold has migrated or was not available at 
the time of visit. In such cases method of 
substitution was adopted. 

The demographic profile of the usual 
residents in the |x>si- survey check lias been 
studied in terms of .selected characieri.stics 
such as age, sex, marital status, education, 
etc. Of these the demographic character¬ 
istics of households in terms of distri¬ 
bution by uge, sex and marital status were 
not likely to change in one year. The results 
on these in the post-survey check were 
similar to those of the NFH.S. The literacy 
rate for bvith mules and fcinulcs which was 
ex|K‘ctcd to iiicrcn.se with time, the results 
on the same in the post-survey cheek, the 
NFHS and 1991 Census presented a con¬ 
sistent pictiia*. 

The total Icrtility rate (TFR) in the po.si- 
survey check has been observed broadly 
of the same magnitude as in the NFTIS 
except for Rajasthan. The esiimnies of the 
number of children ever born presented 
the same trend us the total fertility rule. 

The results on awareness of modern 
methods of family planning in the po.st- 
survey check and NI^HS were similar 
except for the ‘injection' mcthwl for the 
stales of Uttar Pradesh, Madhya Pradesh. 
Rajasthan, Gujarat, Haryana and Delhi. In 
(he post-survey check, it was much lower 
compared to the NFHS. It may be ntited 
that even health personnel were ignorant 
of the ‘injection’ mcthixi of family plan¬ 
ning and it has not been included in the 
family planning prognimme. In this con 
ncction, it may be mentioned that in the 


Table 7: Adoption of FP Mi-nioos 


(Pfri-fniiijir) 


Slate 


Any 

Pill 

lUD 

C’oiuUtni Ixinalc 

Male 

■Tradil- 



Modem 





Stciili- 

Stcrili- 

lonul 



Method 





suliim 

satum 

Mel hods 

AndhrB Pradesh 

PSC 

58.2 

0.9 

2.3 

0.0 

0.5 

49 5 

5.0 

0 5 


NFHS 

46.6 

0.5 

0.6 

0.0 

0.7 

.18.1 

6.6 

0 5 

Bihar 

PSC 

21.2 

1.8 

0.3 

0.0 

1.5 

K).3 

1.2 

0.6 


NFHS 

21.6 

l.I 

0.5 

0.0 

1.3 

17..1 

1.3 

1.5 

Delhi 

PSC 

54.8 

0.0 

10.2 

0.0 

21 7 

19.1 

3.8 

96 


NFHS 

54.6 

2.9 

7,8 

0 1 

20.5 

20.0 

3.2 

5 7 

Gujarat 

PSC 

46.9 

1.9 

3.4 

0.0 

2.9 

.35 3 

3.4 

.3 4 


NFHS 

46.9 

1.0 

3.0 

0.1 

1.8 

37.5 

3.5 

2,4 

Haryana 

PSC 

39.0 

4.1 

4.8 

0.0 

8.2 

18 5 

3.4 

0 0 


NFHS 

44.3 

1.2 

3.2 

0.0 

5.2 

29.7 

5.0 

5 3 

Karnataka 

PSC 

52.0 

0.6 

4.0 

0.0 

0.0 

42.5 

4.5 

0 6 


NFHS 

47.3 

0.4 

3.2 

0.0 

1.2 

42.0 

1.5 

1.8 

Keraia 

PSC 

58.3 

0.6 

3.9 

0.0 

5.8 

40.0 

8.0 

1.3 


NFHS 

54.4 

0.5 

2.7 

0.0 

29 

41.8 

65 

8.9 

Vladhya Pradesh 

PSC 

43.1 

2.0 

1.7 

0.0 

3.7 

28.5 

1.4 

0 3 


NFHS 

35.7 

0.7 

1.1 

0.1 

2.2 

26.5 

5.2 

1.0 

\4aharashtra 

PSC 

46.7 

2.9 

2.9 

0.0 

2.4 

36.9 

1 2 

0 0 


NFHS 

52.5 

1.4 

2.5 

0.0 

2.5 

40.0 

6.2 

1.2 

Drissa 

PSC 

51.4 

1.1 

3.4 

0.0 

1.1 

40.6 

5.1 

2.3 


NFHS 

34.6 

0.9 

1.5 

00 

0.6 

28 2 

3.4 

1.6 

Rajasthan 

PSC 

42.2 

0.8 

2.8 

0.0 

5.2 

29.9 

3.6 

1.2 


NFHS 

30.9 

0.5 

1.2 

0.1 

1.5 

25.3 

24 

0.8 

Tamil Nadu 

PSC 

30.9 

0.0 

1.5 

0.0 

0.8 

25 6 

3.0 

0.6 


NFHS 

21.6 

1.1 

0.5 

0.0 

1.3 

17.3 

1.3 

1.5 

Uttar Pradesh 

PSC 

29.5 

2.2 

2.7 

0.0 

5.4 

156 

3.6 

2.0 


NFHS 

18.5 

1.0 

1.1 

0.1 

3.2 

11.3 

1.4 

1.3 

West Bengal 

PSC 

48.0 

6.8 

1.4 

0.0 

1.8 

33.5 

4.5 

11.3 

NFHS 

37.3 

3.5 

1.3 

0.1 

1.9 

26.3 

4.3 

20 1 


Tabi>. 8 ; MATiaiNAL Carf 


State 


TT 

IFA 

Institutional 

Deliveries 

Andhra Pradesh 

PS«.‘ 

84.5 

82.4 

49.3 


NFHS 

81 2 

76.1 

32.9 


SRS 


- 

.37.7 

Bihar 

PSC 

46.0 

27.5 

10.6 


NFHS 

37.0 

21.4 

12.1 


SRS 

- 

- 

11.7 

Delhi 

PSC 

01.2 

88.5 

68.2 


NFHS 

81.1 

74.7 

44.4 


SRS 

- 

- 

- 

Gujarat 

PSC 

59.6 

59.6 

30.3 

* 

NFHS 

69.9 

69.3 

35 6 


SRS 

- 

- 

23.5 

Haryana 

PSC 

67.9 

60.5 

14.3 

NFHS 

70.2 

60.1 

16.7 


SRS 

- 

- 

19.9 

Karnataka 

PSC 

69.1 

60.4 

28.6 


NFHS 

76.5 

74.8 

37.6 


SRS 

- 

- 

40.6 

Kerala 

rec 

98.1 

97.2 

96.1 


NFHS 

94.1 

91.0 

88.5 


SRS 

- 

- 

91.5 


(.Pererntafte) 


Slate 


IT 

IFA 

Insiilutiunal 

Deliveries 

Madhya Pradesh 

P.SC 

66 8 

64.5 

17 2 


NFH.S 

51..3 

44.2 

16 0 


SR.S 

- 

- 

13.2 

Maharashtra 

PSC 

89 0 

89.0 

44.0 


NFHS 

82.0 • 

71.0 

44.0 


SRS 

- 

- 

34.3 

Orissa 

P.SC’ 

60.7 

57 3 

35.9 


NFHS 

63.0 

49 9 

14 2 


SRS 

- 


- 

Rajasthan 

PSC 

.‘,1.6 

36.8 

19,2 


NFHS 

34.7 

29 3 

11.5 


SRS 

- 

- 

5.0 

Tamil Nadu 

PSC 

70.4 

85.2 

42.1 


NFHS 

9 .3 6 

84.0 

63.6 


SRS 

- 

- 

56.8 

Uttar Pradesh 

PSC 

67.7 

65.5 

16.4 


NFHS 

44.3 

29.6 

11.3 


SRS 


- 

4.5 

West Bengal 

PSC 

88.0 

69.0 

36.1 

NFTIS 

78.0 

56.0 

31.6 


SRS 

- 

- 

30.7 
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Table 9; Immunisation 


(Percentage) 


State 


With Card 

BCG 

DPT-3 

OPV.3 

Measles 

ALL 

Andhra Pradesh 

PSC 

20.8 

66.7 

54.2 

58.3 

54.2 

41.7 


NFHS 

35.3 

73.9 

66.1 

65.4 

53.8 

43.4 

Bihar 

PSC 

6.2 

38.5 

43.1 

43.1 

15.4 

15.4 


NFHS 

16.7 

33.9 

29.1 

30.0 

14.6 

9.8 

Delhi 

PSC 

43.5 

78.3 

73.9 

73.9 

69.6 

56.5 


NFHS 

45.5 

90.1 

71.6 

70.9 

69.6 

53.9 

Gujarat 

PSC 

21.9 

53.1 

62.5 

62.5 

53.1 

37.5 


NFHS 

32.0 

77.1 

63.8 

59.5 

55.9 

47.0 

Haryana 

PSC 

18.4 

52.6 

57.9 

57.9 

51.2 

44.7 


NFHS 

31.3 

77.4 

66.8 

66.7 

60.9 

52.6 

Karnataka 

PSC 

21.0 

67.0 

68.0 

68.0 

50.0 

44.0 


NFHS 

34.4 

81.7 

70.7 

68.3 

54.9 

50.0 

Kerala 

PSC 

19.3 

79.1 

71.2 

73.7 

75.8 

57.0 


NFHS 

56.2 

86.1 

73.7 

69.6 

60.5 

50.9 

Madhya Pradc.sh 

PSC 

11.0 

57.3 

57.8 

55.4 

54.7 

47.7 


NFHS 

21.8 

56.8 

43.1 

37.7 

40.7 

24.4 

Maharashtra 

PSC 

40.0 

70.0 

77.5 

77.5 

67.5 

62.5 


NFHS 

39.2 

86.9 

83.1 

76.7 

70.2 

60.2 

Orissa 

PSC 

31.8 

51.2 

51.2 

51.2 

34.0 

24.7 


NFHS 

41.7 

63.3 

56.3 

55.7 

40.2 

35.2 

Rajasthan 

PSC 

17.1 

51.4 

45.7 

45.7 

37.1 

34.3 


NFHS 

16.3 

45.7 

29.7 

30.0 

31.2 

18.0 

Tamil Nadu 

PSC 

9.7 

73.0 

67 4 

67.4 

62.7 

53.0 


NFHS 

38.2 

91.7 

86.5 

77.7 

71.6 

59.5 

Uttar Pradesh 

PSC 

12.3 

69.4 

55.4 

55.4 

51.1 

41.4 


NFHS 

23.0 

48.9 

34.1 

36.5 

26.3 

19.4 

We.st Bengal 

PSC 

48.4 

71.0 

61.3 

64.5 

54.8 

48.4 

NFHS 

47.7 

63.1 

51.9 

55.3 

42.5 

33.8 


compand to dw post-survey dwck. On the 

other hand in Gujarat, Karnataka and 
Haiyana, the results for NFHS wen Iowa 
as compared to post-survey check. 

Tlie post-survey check conducted b) 
IRMS, Delhi confirmed the high quaiit) 
data collected by consulting organisation! 
for NFHS during 1992-93. However, foi 
some of the parameter, diffennees have 
been observed and the planning of NFHiS 
II should take note of the same. For ex 
ample, about the awanness of traditional 
method of family planning, the instruction 
manual should be elaborated to ensure the 
correctness of the nsponse and injection 
method of family planning may be taker 
out from the questionnaire. The staff should 
be thoroughly trained to determine the 
number of children bom during a particu¬ 
lar period and the exact age of the chile 
specially in the states with lower female 
literacy. The method of data collection or 
immunisation coverage, in particular 
needs modification by incorporating 
some of the finer aspects of the question 
naire and approach of data collection a: 
used in the coverage evaluation surveyi 
(CES) undertaken by the ministry for th< 
purpose on the households selected b' 
the NFHS. 


NFHS rc<ipondcnts were asked to indicate 
the methods of family planning which 
they were aware of without any prompt¬ 
ing It appears that in some of the northern 
states lUD which was also locally known 
as ‘suyi' could have been confused or got 
mixed up with ‘injection’ method of fam¬ 
ily planning. The awareness of traditional 
methods of family planning has al.so been 
reported to be relatively high in the NFHS 
as compared to the post-survey check. 

In the post-survey check as well as the 
NFHS, the percentage of female 
sterilisation has been ob.scrved broadly of 
the same magnitude. Further the percent¬ 
age of eligible couples using any of the 
modem method.s of family planning in the 
po.st-.survey check as well as in the NFHS 
was also within acceptable margin of error. 

On the antenatal services, and the 
immunisation of pregnant mothers the 
results by two .sources presented a consis¬ 
tent trend. The results on delivery manage¬ 
ment by the two sources also presented 
broadly a consistent pattern. 

In the results provided in the NFHS, the 
immunisation status of children has been 
given for those who were of 12-2.1 months 
at the time of survey. For comparison of 
the post-survey check and the NFHS, the 
information for the children Iwrn during 
the comparable period have been utilised. 
The estimates of immunisation coverage 
levels in the i)o.st-survey check and the 


NFHS have been observed at variance in 
most of the states. For the states of Uttar 
Pradesh, Madhya Pradesh, Rajasthan, West 
Bengal and Bihar the coverage levels in 
the NFHS were significantly lower as 


(llic study was funded by ministry of health ant 
family welfare through UPS, Mumbai. The flcli 
work and analysis was undertaken by the scientist 
and staff of the IRMS, Delhi. The help receivei 
from all is gratefully acknowledged.] 
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